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DEPARTMENT OF VETERANS AFFAIRS
BUDGET REQUEST FOR FISCAL YEAR 2006

WEDNESDAY, FEBRUARY 16, 2005

HoUSE oF REPRESENTATIVES
COMMITTEE ON VETERANS  AFFAIRS,
Washington, DC

The Committee met, pursuant to notice, at 10:08 a.m., in Room 334,
Cannon House Office Building, Hon. Steve Buyer, [Chairman of the
Committee] presiding.

Present: Representatives Buyer, Evans, Bilirakis, Filner, Brown of
Florida, Moran, Baker, Michaud, Brown of South Carolina, Herseth,
Miller, Strickland, Boozman, Hooley, Berkley, and Udall.

THE CHAIRMAN. The full Committee on Veterans’ Affairs will come
to order on February 16, 2005.

We would like to welcome everyone to the first official hearing of
the 109th Congress, which is testimony on the Department of Veter-
ans’ Affairs budget request for fiscal year 2006.

Our first witness is the Secretary of Veterans’ Affairs, the Honor-
able R. James (Jim) Nicholson, the Secretary nominated by the Presi-
dent on December 9, 2004. He was unanimously confirmed by the
Senate on January 26, 2005, and he took office on February 1, 2005.

Today is February 16th. So in 16 days, he should have all the an-
swers today. Mr. Secretary, we welcome you.

I would now like to recognize Mr. Evans for any opening statement
that he may have. Mr. Evans?

OPENING STATEMENT OF HON. LANE EVANS, RANKING
DEMOCRATIC MEMBER, COMMITTEE ON VETERANS’
AFFAIRS

Mgr. Evans. Thank you, Mr. Chairman.

This budget submitted to us on February 7th is one of the most
dishonest and insensitive documents I have seen in over two decades
in Congress.

The administration’s budget not only severely shortchanges the na-
tion’s sick and disabled veterans, it seeks to force hundreds of thou-
sands of deserving veterans out of the VA health care system and to
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abandon its long-term care obligations. This will force the Department
of Veterans’ Affairs to sustain and even broaden the practice of ration-
ing care to veterans that has been a hallmark of this administration.

The bottom line is this, this budget is at least $3.2 billion short in
discretionary funding just to keep the VA shop afloat without forcing
one veteran to pay for another veteran’s health care.

The administration wants to put a financial burden on veterans
seeking care. We cannot accept this.

The administration intends to weaken the VA health care system
through a staff reduction of more than 3,000 health care profession-
als, mostly nurses. We can’t accept this.

The budget proposal would eviscerate VA’s nursing home program
and state home nursing programs. We must not accept that, either.

Under the Bush budget, there are no new initiatives to improve the
administration of benefits to veterans. This is inexcusable.

I want to thank the veterans organizations that put together an
independent budget. I want to thank those organizations who will
testify later today. And I want to thank Secretary Nicholson. We
look forward to your testimony.

Thank you, Mr. Chairman.

[The statement of Hon. Lane Evans appears on p. 58]

OPENING STATEMENT OF CHAIRMAN BUYER

THE CHAIRMAN. Thank you, Mr. Evans.

Mr. Secretary, I'm glad you could be with us here today to share
with the Committee the President’s proposed budget for 2006.

Those of us on this Committee take very seriously our responsibil-
ity to ensure that the VA provides the highest quality health care
for those who are enrolled now and those who will be enrolled in the
future. We are honored by the trust placed in us by our respective
caucuses. Capitol Hill can be a very partisan place. Sometimes we
can also hear the politics of extreme, not only by members but per-
haps even worse, by some organizations that associate themselves
here in the Capitol.

When we walk through this hearing room door, our effort is to leave
the partisanship aside. That does not mean we will always agree.
We do not. We communicate, and sometimes it is hard, but we work
together so that we can provide the best possible services to those
who have left freedom in their footsteps. Our guiding principles are
no different than those who serve.

Last Friday I had an off-site meeting with many of the veteran and
military service organizations in Charleston, South Carolina on the
campus of the Citadel.

I took with me the Subcommittee Chairman, and the staff direc-
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tors. We met with the top ten of the veterans service and military
service organizations.

We discussed how and where each participant who has served in
the military took the oath of enlistment or of commissioning.

The Vice Chairman of this Committee, Mr. Bilirakis, I'm sure can
also remember where he took his oath for the Air Force. T am also
quite certain that, Mr. Brown, you can remember where you took
your oath for your enlistment in the South Carolina National Guard.
I'm also quite certain it is true for Mr. Evans on where he took his
oath in the United States Marine Corps, or Corporal Vic Snyder, who
took his oath before he was shipped out to Vietnam with the United
States Marines.

Service in the Armed Forces does not make one person more pa-
triotic than another. Actually, I have always found that offensive.
We all serve this country in many different ways and many different
capacities, and we all in an effort to do it with selfless service.

One might have a father who served and now works on behalf of
veterans at a veterans’ hospital or a veterans’ service organization,
where they volunteer in some capacity to help a veteran.

Another may not have served in the military but they also serve
here in Congress. They serve on the congressional staffs here for the
Veterans’ Affairs Committee.

Mr. Secretary, I'm sure you have many loyal employees who work
in your administration, many of whom perhaps never served in the
military, but, because of their intent, their service I don’t believe is
much different from those who had served.

T hope in your opening, I'm quite curious, I'd like to know where you
took your oath. You went to a military academy. You took one there.
You also took another one upon your commissioning.

Those of us who have been instilled with certain values, we call
them our military values. In the Navy and Marine Corps, it is honor,
courage, commitment. In the Army, it’s loyalty, duty, respect, ser-
vice, honor, integrity and courage. In the Air Force, it’s integrity
first, service before self, excellence in all we do. In the Coast Guard,
it is honor, respect, devotion to duty. In the Merchant Marine, it is
integrity from within, respect for others, courage in diversity, and
service above self.

On Friday at the retreat in Charleston, we all agreed that these are
the same values for which we serve now and will define our commit-
ment to care for those veterans with Service-connected disabilities,
those with low incomes and those with special health care needs.

It is our job to receive this budget today, to listen and learn about
how this administration seeks to better the VA and ensure that our
health care resources continue to be concentrated on care for the en-
rolled veterans most in need of VA services.

To make certain that our research continues to push the bounds
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of science in prosthetics; to have a seamless transition from DOD to
VA to provide for timeliness of compensation and pension claims, and
also to make sure that they are accurate and consistent; and to make
sure that those men and women who come back receive not just gov-
ernmental assistance, but receive an opportunity to live and to raise
their quality of life above a paycheck.

Mr. Secretary, several weeks ago, we met and discussed these very
same issues. We talked about how our role is not to provide just
governmental assistance. Many of us have been to Walter Reed and
Bethesda.

I know firsthand the significant challenges those men and women
face. Some of them need mental health care. Some may need physi-
cal therapies. Some will need to learn to walk or to learn even how
to throw a ball.

We stand in amazement at their sacrifice and those willing and
eager to join back with their unit, even though they have disabili-
ties. For those who cannot go back but instead go home, it is our
job to make sure they have the ability to go home and be productive
members of society and to live their lives, to have every opportunity
to succeed.

Mr. Secretary, I note from our conversation that you will join Mr.
Evans, this Committee, and me in this endeavor to make the VA the
best it possibly can be.

I thank you again for your service to country, both as an Army
Ranger, not only for your service in peace but also in war. I also
thank you for your service to this country as ambassador to the Vati-
can and for answering the call of this President to serve as the Secre-
tary of Veterans’ Affairs.

We look forward to hearing your testimony today, and we look for-
ward to working with you in the future.

Mzr. Secretary, if you would begin by introducing the staff who is
accompanying you at the table, and then you may proceed with your
opening statement.

STATEMENT OF THE HONORABLE R. JAMES NICHOL-
SON, SECRETARY, DEPARTMENT OF VETERANS AF-
FAIRS; ACCOMPANIED BY: JONATHAN B. PERLIN,
M.D., ACTING UNDER SECRETARY FOR HEALTH;

VICE ADMIRAL DANIEL L. COOPER, U.S. NAVY
(RETIRED), UNDER SECRETARY FOR BENEFITS;
RICHARD A. WANNEMACHER, ACTING UNDER SEC-
RETARY FOR MEMORIAL AFFAIRS; TIM McCLAIN,
GENERAL COUNSEL, RITA A. REED, DEPUTY ASSIST-
ANT SECRETARY FOR BUDGET

SECRETARY NicHOLSON. Thank you, Mr. Chairman. It is a pleasure
for me to introduce my colleagues at this table.
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I will start with the gentleman to my far left, who is Tim McClain,
who is General Counsel for the Department of Veterans Affairs. To
my immediate left is Dr. Jonathan Perlin, who is the Acting Under
Secretary of the Veterans’ Health Administration.

To my far right, Dick Wannemacher, who is the Acting Under
Secretary for The National Memorial Administration. Coming this
way 1s Admiral Dan Cooper, who is the Under Secretary for Benefits
for the VA, and on my immediate right is Ms. Rita Reed, who is the
Deputy Assistant Secretary for Budget.

Mzr. Chairman and members of the Committee, it is a pleasure for
me to be here today. It is the first time I've had the opportunity to
appear before you. I have now been in this job - this is the third day
of my second full week. As you will see, I have not become an expert
in every aspect of this vast and wonderful organization, I will assure
you and probably make obvious to you.

It is a tremendous privilege for me to have the opportunity to be
serving my fellow veterans and my country men in this capacity with
this responsibility at this time.

Mzr. Chairman, I do remember when I took my oath. I grew up in a
town of 99 people in Northwest Iowa. I got a telegram by Morse Code.
I’'m not as old as Abe Lincoln, but it sounds like that. I did. It said I
was admitted to West Point.

I headed out, went to New York City from a town of 99 people way
up the Hudson River. On July 2, 1957, I took my oath and was sworn
in as a member of the Corp Cadets and then was commissioned on
June 7, 1961, where I also took my oath as a commissioned officer. It
was the best thing that ever happened to me in my life.

I would ask that my written statement be submitted for the record
and that I be allowed to offer some brief remarks.

TuE CHAIRMAN. Without objection, it will be entered.

[The statement of Hon. R. James Nicholson appears on p. 72 ]

SECRETARY NicHOLSON. Mr. Chairman and members of the Com-
mittee, for the better part of a year, health care, benefits, and burial
experts at the Department of Veterans’ Affairs have worked closely
with the President’s team to assess the VA’s future resource needs.

Their goal was to ensure that VA continues to care for those vet-
erans who count on us the most. The President’s fiscal year 2006
budget proposal for $70.8 billion meets that need. $37.4 billion is
proposed for entitlement programs, and $33.4 billion for discretion-
ary programs.

This total represents a 2.2 percent increase over the fiscal 2005
enacted level.

The discretionary funding level would represent an increase of
$880 million or 2.7 percent over the enacted level for 2005.

The proposed mandatory spending level represents a $639 million
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or 1.7 percent increase over the 2005 level.

When compared to the fiscal year 2001 enacted budget, this budget
represents a total increase of about 47 percent in medical care fund-
ing, with a 44 percent increase in discretionary funding alone.

The President’s 2006 proposal will allow us to do the following:
meet the health care and benefit needs of all newly separated vet-
erans of the conflicts in Iraq and Afghanistan. Maintain the high
standards of health care quality for which the VA is now nationally
recognized, while treating over 5.2 million patients, about one million
more patients than in 2001.

It will allow us to follow through on a historical realignment of our
health care infrastructure, reduce the backlog of disability compen-
sation and pension claims, and continue the largest expansion of the
national cemetery system since the Civil War.

In the health care field, in recent years, the Department’s successes
in delivering top notch health care have been stunning. The VA now
exceeds the performance of private sector and medical care providers
for all measurable key health care quality indicators.

This 1s all the more impressive when you consider the explosive
growth in VA health care usage.

The VA expects to treat about one million more patients in 2006,
for a total of 5.2 million then was done in 2001.

The President’s 2006 budget asks that you enact two important
provisions affecting only Priority 7 and Priority 8 veterans, an an-
nual enrollment fee of $250 and an increase in the pharmacy co-pay-
ments from $7 to $15 for a 30 day supply of drugs.

The proposed enrollment fee is similar to the fee legally required of
military retirees enrolled in the TRICARE system, and some would
argue even more justified.

As you know, most TRICARE enrollees have served on active duty
for at least 20 years, and are former enlisted personnel with modest
retirement incomes.

The proposed enrollment fee would affect those veterans who may
have served as few as two years and who have no Service-connected
disabilities.

In addition, some of these veterans, those in Priority Group 8, have
incomes above the HUD geographic means test.

This budget proposal also ensures the following highest priority
veterans receive the long term care they need -- those injured or dis-
abled while on active duty, including veterans who served in Opera-
tions Iraqi Freedom and Enduring Freedom, those catastrophically
disabled, patients requiring short term care subsequent to the hospi-
tal stay, and those needing hospice or respite care.

These eligibility criteria would be applied to VA sponsored long
term care services, including VA, community and state nursing
homes. This would save approximately $496 million that would be
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redirected toward our high priority veterans.

The Department would continue to expand access to non-institu-
tional long term care with an emphasis on community based and in
home care. In many cases, this approach allows veterans to receive
these services in comfortable, familiar settings of their homes sur-
rounded by their families.

In order to be more prepared to care for our veterans returning
from OIF and OEF, VA’s 2006 medical care request includes $1.2
billion, which is $100 million over the fiscal year 2005 enacted level,
to support the increasing workload associated with the purchase and
repair of prosthetics and sensory aides to improve veterans’ quality
of life, and includes $2.2 billion or $100 million over the 2005 level
to standardize and further improve access to mental health services
across the system.

We are also proposing a number of program enhancements to cover
out of pocket costs for emergency care that veterans receive at non-
VA facilities, to exempt former POWs from co-payments for VA ex-
tended care services, and to exempt veterans from co-payments for
hospice care delivered in hospitals or at home.

We have projected increased health care management efficiencies
of two percent in 2006, which will yield about $600 million in sav-
ings.

The $750 million requested for CARES, Capital Asset Realign-
ment for Enhanced Services, in fiscal 2006 is $172 million more than
the 2005 enacted level. At its core, CARES means greater access to
higher quality care for more veterans closer to where they live.

Its impact is already being felt in Chicago, where the proceeds from
an enhanced use lease of VA’s Lakeside Hospital property are being
reinvested in the VA’s Westside facility. This will lead to a new mod-
ern bed tower for Chicago’s veterans.

Finally, the $786 million proposed in support of VA’s medical and
prosthetic research program would fund about 2,700 high priority
research projects to expand knowledge in areas critical to veterans’
health care needs.

The combination of VA appropriations and funding from other
sources would bring our 2006 research budget to nearly $1.7 billion.

Veterans’ benefits. The President’s request includes $37.4 billion
for the entitlement costs mainly associated with all entitlement ben-
efits. Our request also includes $1.26 billion for the management of
the Department’s benefits programs, which is a 6.6 percent increase
over the 2005 enacted level.

The VA takes seriously its obligation that every veteran’s claim
must be treated fairly and equitably. We must be consistent.

Our Inspector General has been directed to conduct a review of
our disability claims adjudication process. The results will identify
areas of inconsistency, and will help us formulate steps to remove to
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the maximum degree possible inconsistencies which obviously exist
today in a difficult, complicated process.

In addition to this independent system wide review, the Veterans’
Disability Benefits Commission has been established to carry out a
study of the statutory benefits that are provided to compensate and
assist veterans and their survivors for disabilities and deaths attrib-
utable to their military service.

The President’s request would also permit us to continue the ben-
efits delivery at discharge or BDD program. This program enables ac-
tive duty Servicemembers to file disability compensation claims with
VA staff at military bases, complete their physical exams there, and
have their claims evaluated before or closely following their military
separation.

The President’s 2006 budget includes $290 million in discretion-
ary funding for VA’s burial program, which includes operating and
maintenance expenses for the National Cemetery Administration, its
capital programs, the administration of mandatory burial benefits,
and the state cemetery grants program.

This total is nearly $17 million or 6.4 percent over the 2005 enacted
level. It includes $90 million for cemetery construction projects.

Consistent with the provisions of the National Cemetery Expansion
Act of 2003, we are also requesting $41 million in major construction
funding for land acquisition for six new national cemeteries and $32
million for the state cemetery grants program.

We believe veterans should have the option to be buried in a vet-
erans’ cemetery located within 75 miles of their home. More than 80
percent will have that option under this budget proposal.

Mr. Chairman, I would be remiss if I did not note that last year
VA’s National Cemetery Administration earned the highest rating
ever achieved by a public or private organization in the 2004 Ameri-
can Customer Satisfaction Index. It was a rating of 95 on a scale of
100.

In closing, Mr. Chairman, despite the many competing demands for
Federal funding, the President continues to make veterans’ benefits
and services a top priority of his Administration.

Mr. Chairman, our veterans deserve no less.

We are now prepared to take your questions. Thank you.

THE CHAIRMAN. Thank you, Mr. Secretary. I have several ques-
tions. One will focus on seamless transition. I'd like to know what
the Department is doing to ensure that Operation Iraqi Freedom and
Operation Enduring Freedom servicemembers are identified and pro-
vided with the benefits they deserve.

I recognize what you just mentioned with regard to the one exam
and determinations upon discharge. We are hopeful that will lead to
greater accuracy and timeliness in these determinations.

I would like for you to answer that in greater detail.
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I would also like for you to touch on CARES and even outside of
CARES, with regard to competitive sourcing. I’d like your input on
that.

I would also like you to talk about the third party collections.

I know we have a pilot project out there. Unisys received the bid on
that contract. It is in Ohio. I've been concerned about the growth of
that contract and whether we need to have another competitive pilot.
I would like your comments with regard to that.

It is how we perfect the health system, whereby we do everything
properly, from the first sign when the patient walks in, getting the
necessary information, having the right codings, the doctors doing
their jobs. We have to follow through the system. That is quite an
investment.

The other comment I would like you to make is with regard to - we
are going to give you some running room -- with regard to IT. I'm
hopeful that you will come up with a proposal for the Committee with
regard to how you can restructure IT so that your chief information
officer has line and budget authority.

We have been very concerned over the years on how much money
we have been authorizing and appropriating here in Congress with
regard to IT, and you have three stovepipe systems. We believe that
if you are able to empower with budget authority your CIO, we can
save money in the end.

My last comment will be that I appreciate your highlighting the in-
equity that we presently have. When I offered TRICARE for Life and
that passed, we instituted these co-pays and deductibles, and now
when you have a situation whereby a VA hospital may be a TRICARE
provider, you are absolutely correct, you could have somebody, hav-
ing only serviced for one tour of duty, go in just before that military
retiree and he doesn’t have to pay the deductible, when in fact the
military retiree does.

We have an inequity in the system that we are going to need to
address.

I yield to you, Mr. Secretary.

SECRETARY NicHOLSON. Thank you, Mr. Chairman.

Let me start with the seamless transition. That is a very high
priority in our agency, because we have to get it right. These people
returning from Iraq and Afghanistan deserve no less. We have a se-
nior individual in the agency who is our seamless transition guru, if
you will. All of us are collaborating on that.

I think great progress has been made. We have stationed VA repre-
sentatives in some cases with returning units. We have put people on
aircraft carriers to help orient and process people on their way home
from deployment.

We have people at all the major medical facilities. We have people
in Gruenstadt, Germany.
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The goal is to impart good information and take the hassle out of
the process for this person on active duty about to become a veteran,
about to become an alumni of active service and become one of us, a
veteran.

I feel pretty good about the progress that is being made. I've con-
ferred with Secretary Rumsfeld. We are working closely with the
DOD on that. That, I think, is moving as it needs to. It is a priority.

The CARES process is very commendable. It addressed a need
there is out there to bring the Department of Veterans Affairs into
the 21st Century. As you all know, most of the hospitals in stock
were built to serve World War II returnees. The average age was
over 50 years. The average age of a hospital in a civilian component
today is about ten years. That is an issue. Another is some of our
hospitals are not ideally located, given the demographic shifts of our
country.

CARES addressed that and the general inefficiencies that are en-
sured from this aged hospital and facility stock. We are now under-
way.

Our job is implementation. I think that is going well. There are
still about 18 sites I think that are still under review. There is a pro-
cess that has commenced with getting a lot of community input that
will result in what the disposition of those remaining 18 sites is.

With tangible things happening, there is a new hospital planned
in Las Vegas. There is a new hospital planned in Orlando. I men-
tioned in my opening statement a transaction that is occurring in
Chicago, getting rid of redundant aged stock and resulting in a new
tower there.

This has to happen. It’s not without controversy, and in some cases
pain.

THE CHAIRMAN. Mr. Secretary, I recognize my light is on. My ques-
tion is, is CARES competitive sourcing part of your plan? Then we
will go to Mr. Evans.

SECRETARY NICHOLSON. Yes, it is, Mr. Chairman. I would defer to
my general counsel, Tim McClain, who has a deeper knowledge than
I do.

ThE CHAIRMAN. Thank you.

MRg. McCraiNn. Mr. Chairman, thank you for the question. As you
are aware, competitive sourcing is part of the President’s manage-
ment agenda, and VA is doing competitive sourcing in all non-medi-
cal areas, medical facility areas.

Currently, there is a law in Title 38 in Section 8110 that prevents
VA from expending any funds to do any type of competitive sourcing
for studies in medical centers or medical facilities.

Obviously, that is our greatest area of purchasing. We have sup-
ported a legislative proposal simply that would allow us to expend
appropriated funds doing studies in the medical facilities.
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TuE CHAIRMAN. You are going to send a proposal to us?

MR. McCraIN. Yes, sir.

ThaE CHAIRMAN. Thank you. Mr. Evans?

MR. Evans. Thank you, Mr. Chairman. The Government Account-
ability Office has just released a rather damning report about the
VA'’s failure to firmly implement any of the recommendations of the
Advisory Committee on Post-Traumatic Stress Disorder. It seems
many of the recommendations are not scheduled to be implemented
until after 2007.

With this information, how can Congress have any assurance that
the VA will be able to meet the needs of folks returning from Iraq and
Afghanistan?

SECRETARY NICHOLSON. I am going to ask Dr. Perlin to respond, sir.

Dr. PERLIN. Good morning, Congressman Evans. The PTSD Advi-
sory Committee is an advisory committee to the Office of the Under
Secretary on how we can best serve veterans. This GAO report identi-
fies a review of progress in meeting recommendations made by that
Committee.

It is not actually a report on the quality of PTSD care offered to
America’s veterans. In fact, they do make mention in the report that
the quality of care is world class.

VA takes exception, because in fact, we would never be so presump-
tuous as to believe we can’t improve care, but the care that is being
provided is really exceptional, and we have the capacity to meet the
needs of veterans returning from Operations Iraqi Freedom and En-
during Freedom.

With the support of Congress Public Law 108-170, $5 million is
directed specifically to increase support for PT'SD, another $5 million
for substance abuse disorders, and another $5 million specifically for
outreach to Operation Iraqi Freedom veterans.

This 2006 budget proposes an additional $100 million for mental
health care.

We are not alone in taking exception to this report. I would like
permission to enter for the record responses from the two chairs of
the PTSD Advisory Committee who disagree with the findings.

The actual mechanisms may lead to some interpretation, and we
will be working with the Advisory Committee, as we have, in develop-
ing a robust mental health strategic plan that meets the remaining
outstanding issues.

We care for more than 200,000 patients now with PTSD. That
number increases by 20,000 annually. We have the resources and
the skills. We will make improvements. We are adding additional
resources. We want veterans to know and we want the employees
who give passionate, dedicated, and effective care to know that this
care is state-of-the-art.

THE CHAIRMAN. Dr. Perlin, hearing no objection, your request shall
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be entered into the record.
Dr. PErRLIN. Thank you.
[The material to be provided was not available at time of print-
ing.]

THE CHAIRMAN. Mr. Evans?

Mr. Evans. I would like to ask about the enrollment fee and how
that would work.

SECRETARY NICHOLSON. Yes, sir. That is a good question. The way
that it would work in the categories to whom it would apply, which
are the lower categories, it would be for an annual enrollment fee
for their healthcare, and it would be paid in the beginning of that
12 month period, and then it would be good for that period and then
renewed.

MRr. Evans. How would indigent veterans pay for that?

SECRETARY NICHOLSON. It wouldn’t apply to indigent veterans, sir.
It would apply only to the Category 7s and 8s who would be above the
means testing in their locality. I believe administratively, it would
work as it does in TRICARE for military retirees who are in the TRI-
CARE system.

They will probably be sent a bill and they pay the bill, like they
would if they had a monthly insurance premium or something. It
would be an annual enrollment bill.

MR. Evans. I would like to submit my additional questions for the
record.

THE CHAIRMAN. Yes, Mr. Evans. All members may submit questions
for the record to the Secretary.

[The material to be provided appears on p. 219]

TuE CHAIRMAN. Mr. Bilirakis, you are now recognized. Thank you,
Mr. Evans.

MR. BiLirakis. Thank you, Mr. Chairman.

Yes, that’s working. Don’t charge me with the time, Mr. Chairman.

ThE CHAIRMAN. I'll restart the clock.

MR. BiLiraKkIS. T want to welcome you, Mr. Secretary, and to thank
you for taking on this task. It’s a Herculean one, there’s no question
about that. I imagine your years at the Vatican were probably soft
compared to this.

I want to welcome all of your staff, and of course, all of the panelists
that come up after this panel.

I want to make a statement, but first, I would just say, Mr. Sec-
retary, that we are concerned about a lot of areas, but the seamless
transition issue is very significant.

I've assumed the Chairmanship for the O&I Subcommittee. I met
with Mr. Strickland and other members of that O&I Subcommittee,
and we are planning to travel around to see how things are really
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working out.

I'm not asking a question regarding it, but I would say to you that is
certainly in this day and age, with Iraq and Afghanistan particularly,
it’s a very important area.

Additionally, we passed the partial concurrent receipt repeal legis-
lation. There was a Veterans’ Disability Benefits Commission that is
established by that law.

I understand that the Commission is moving very, very slowly.
We need to hear on that. I would appreciate your letting us know,
giving us an update on what is taking place there. I realize that also
involves DOD as well as the Veterans’ Administration. That is really
one of my babies. I am very curious and very interested in knowing
how that is going.

The statement that I want to make, Mr. Secretary, pertains to
Cooperation on veterans’ issues. I don’t know what the intent was in
creating this Committee.

Your role, of course, as Secretary, yes, you work for the President,
whoever the President might be. I would like to think that your role
is primarily a role for the veterans. I like to think that our Commit-
tee is primarily a role for the veterans.

We never get enough money to be able to satisfy all the veterans’
needs. It has never happened, regardless of who was President, or
regardless of who is in charge of Congress.

I used to sit over there for years and years when the other party
was in charge and their Chairman used to complain about all the
veterans moving into Florida every month, and how the amount of
veterans’ spending increased. It was just a proportion of the spend-
ing increases that took place over the years. Virtually, in every area,
we saw great spending increases, 120 percent, 130 percent increases
over a period of time with veterans’ spending lagging behind, and
only increasing like 40 to 50 percent.

We are not going to solve even a portion of these problems if we
don’t work together. What I am saying is we can sit up here and we
can throw out the rhetoric and complain and things of that nature.

We have to get together and we have to realize yes, politics involve
compromise. We have to realize that is the case. You know my cre-
dentials as far as veterans are concerned.

Either we are going to get something done that is good for the veter-
ans or we are just going to have an awful lot of rhetoric and not really
accomplish what is best for the veterans.

I'm not admonishing anybody. I've talked to the Chairman, and
I've agreed to be Vice-Chairman. I said, Mr. Chairman, I'm agreeing
to be Vice-Chairman because I want to be a check and balance, and
he said that’s why I'm asking you to serve as Vice-Chairman.

I guess my time is up. I wanted to make that statement, Mr. Chair-
man. I just hope, we have the TV camera here and we are going to
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say certain things and it is going to play broad back home, but it’s
the bottom line as to what we do for the veterans, and that’s what
counts.

Thank you, Mr. Chairman.

[The statement of Hon. Michael Bilirakis appears on p. 63]

THE CHAIRMAN. Thank you, Mr. Bilirakis. Mr. Michael Michaud of
Maine, you are now recognized.

MR. MicHauDp. Thank you very much, Mr. Chairman.

Mr. Secretary, first of all, congratulations.

SECRETARY NicHOLSON. Thank you.

MR. MicHAUD. As the President described, in May of 2003, there
was a growing mismatch between the demands of VA and the re-
sources we had made. Mr. Secretary, there is a debate going on in
Congress about how best we can continue to provide for high quality
care of veterans who are currently serving our country. This debate
1s occurring while we are now at war and as the numbers continue to
grow. We have some disagreement as to whom has earned the right
to receive the care for veterans.

I believe caring for our veterans as Members of Congress, is part of
our ongoing national security mission and therefore it should be our
high priority. This budget must, as Abraham Lincoln stated, allow
the VA to fulfill the mission of care for him who shall have borne the
battle, and for his widow and his orphan. Veterans should not lack
care. We should not abandon our long-term obligation. There are
many demands on the VA; but that demand represents real veterans’
real needs across America.

We have an obligation to care for those who put their lives on the
line. This budget does not meet that obligation, in my opinion.

I'm also very concerned about the long-term care provisions, and
their effect on local veterans’ resources - the eligibility requirements
for the state veterans’ homes so that the vast majority of our veterans
who are not in homes should suddenly be ruled ineligible. I'm not
sure that’s good policy.

Mr. Secretary, I'm willing to work with you on particular problems.
My question is that I understand a number of veterans’ integrated
service networks may be experiencing budget shortfalls. First of all,
have any of these veterans’ integrated service networks been afforded
supplements for fiscal year 2005? Is there any indication that any of
these networks are dealing with shortfalls by delaying service?

And finally, the fiscal ‘06 budget appears to assume that VA will
carry over a half a billion dollars in fiscal year ‘05 money. Are any
of the veterans’ integrated service networks able to carry that money
over, or will that be a shortfall in fiscal year ‘06?

SECRETARY NicHOLSON. Thank you, sir. You raise some very impor-
tant points.
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First, let me address the fact that - this is somewhat in response,
also, to Congressman Bilirakis’ point of my role. I'm an advocate for
veterans. When I was asked to do this job and considered it, that was
one of the most appealing things to me. Because as I said, in my life,
having the opportunity to serve in the Armed Services changed my
life permanently to the good, and I think that has happened to mil-
lions and millions of Americans.

Americans answer to call. In a perfect world, everybody that has
put on that uniform and taken that oath, I think it would be great if
we could provide them with a full panoply of goods and services.

We are not in that world. We are in a more constrained world. We
have to make decisions and priorities and decide who it is that needs
us the most. I think that is those veterans who have been disabled as
a result of their service, either physically or mentally, or contracted
a chronic condition as a result of that. Those who served us and are
down on their luck and down and out, and those that maybe subse-
quently contracted some acute condition and have a special need.

We take care of those people. Those are our priority. There are a
lot of those. It’s expensive.

That is the reason that we ask that we be able to continue to take
care of them, and as a result, for those that are doing well and are
healthy, not able to do as much as we probably would like.

Let me respond to your specific question about divisions. In my two
weeks, I have not been made aware of any division that has requested
additional money for any purchases or is undergoing under deferral
of purchases or maintenance. I will defer to the Acting Under Secre-
tary for help and see if he would like to add anything to that.

Dr. Perlin?

Dr. PerLIN. Congressman, no VISN has submitted a request for
additional funds. As you know, we have to operate to spread the re-
sources through the year. At the end of the year, much equipment is
purchased. I think you will see a pick up in purchasing of equipment
at that time.

ThE CHAIRMAN. I thank the gentleman for his contribution.

MR. MicHAauD. Mr. Chairman, I'd like to provide additional ques-
tions for the Secretary, for the record.

THE CHAIRMAN. Yes, indeed. If we have time, depending on the
members, we could do a rapid fire second round, depending on the
Secretary’s time.

I now yield to Mr. Henry Brown of South Carolina. Mr. Secretary, if
you need an interpreter, we can bring back Mr. Hollings. Mr. Brown
is the Subcommittee Chairman on Health.

Mr. BrowN. Thank you, Mr. Chairman. Thank you, Mr. Secre-
tary. Congratulations on the appointment. I certainly look forward
to working with you, as we look outside the box and meet the health
care needs for our veterans.
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My question is about health care resources, caring for the benefit of
veterans. There is a great potential for VA and DOD and other medi-
cal entities to come together to share expensive equipment, especially
services in facilities. This is seen between the Charleston Medical
Center and the Medical University of South Carolina.

What progress can we expect to see in the next couple of years to
facilitate direct sharing of goods and services and eliminate some of
the barriers that have limited progress in such collaborations?

SECRETARY NicHOLSON. I would start off by saying that is a very
positive goal. In the context of sharing facilities, we are involved in
the planning and siting of a new VA hospital in Denver, which is my
home town. It is contemplated that DOD will have six to eight per-
cent of the space in that new facility.

As to the sharing of goods and services, I am going to defer to Dr.
Perlin and ask him to answer that.

Dr. PerLIN. Congressman Brown, we have enjoyed a close working
relationship with both the Department of Defense as well as with the
Medical University of South Carolina. I think we were able to help
each other, as on the 75 year lease with the Medical University to
transfer Dodghty Street, which I understand increased access and al-
lowed them to commence with phase one of their hospital. It has also
increased revenues by $1 million a day.

That sets the stage for additional discussions about the sharing of
high tech equipment, and subspecialty services. The Department of
Defense was very enthusiastic about the design phase for the commu-
nity-based outpatient clinic at the Naval Weapons Station.

These are projects that we are very interested in because they im-
prove the care of veterans and the care in the community.

Mr. BrowN. Thank you very much. One of the things we were
concerned with 1is the facilities we have in the veterans’ hospitals are
getting old. The Medical University is going through extensive re-
building of facilities that are outdated.

For the benefit of all taxpayers, this would be an ideal opportunity
to bring together some of those resources and establish a model simi-
lar to Colorado.

Veterans in my district, and I guess we have over 70,000, with
travel between the different health facilities, some up to 150 miles
away.

I think we have to find alternative ways, whether vouchers might
be a solution or other revenue sharing sources.

Thank you very much.

ThaE CHAIRMAN. I thank the gentleman for his contribution. Ms.
Stephanie Herseth of South Dakota is now recognized.

Ms. HerseTH. Thank you, Mr. Chairman and Mr. Evans, for your
leadership on the Committee. Thank you, Mr. Secretary. Congratu-
lations on your appointment. We appreciate your service to the coun-
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try previously and now in your tenure with the VA, in serving the
veterans, and the service of your colleagues as well.

As you know, we have had an organizational change with the
Subcommittee on Benefits, and I will be working closely with Mr.
Boozman from Arkansas, who chairs that Subcommittee. I would like
to pose a couple of questions as it relates to economic opportunities
specifically in the area of education, employment and vocational re-
habilitation. Then I will submit other questions as it relates in par-
ticular to the care that our outpatient clinics provide to rural veter-
ans, which is common in South Dakota and many other districts and
states represented here today on the Committee.

First, in the area of veterans’ education benefits, the President’s
budget request would eliminate 14 full time staff positions with the
VA’s education service.

As you know, education claims are expected to increase due to more
veterans seeking to take advantage of the Montgomery G.I. Bill, as
well as the new Chapter 1607, Guard and Reserve education program
enacted last year as part of the National Defense Authorization Act
of 2005.

I would like to know just how this request to eliminate these full
time positions would be justified.

As I'm sure you are aware, the number of veterans applying for vo-
cational rehabilitation and employment services increased dramati-
cally over the last decade, roughly a 75 percent increase.

Demand for this service will surely continue due to the many inju-
ries suffered by our troops serving in Iraq and Afghanistan.

Recognizing the great importance of providing quality employ-
ment services to our transitioning disabled Servicemembers, former
Secretary Principi established a task force to review the vocational
rehabilitation employment program, VR&E, from top to bottom.

This VR&E task force issued a comprehensive report in May of
last year. The report contained 102 recommendations to improve the
VR&E program and reform it to be responsive to 20th Century needs
of Service-connected disabled veterans.

The task force recommended an additional 228 full time staff posi-
tions for the VR&E program, including 27 in headquarters, 112 in
regional offices, 56 in regional offices for contracting and purchasing,
and eight quality assurance staff.

The President’s budget request doesn’t provide any resources con-
sistent with the VA’s own VR&E task force report. Rather, the Pres-
ident’s budget simply reflects a redistribution of management and
support personnel.

I would like it if you would also share your thoughts on meeting
the report’s recommendations in light of this shortfall of necessary
resources.

[The statement of Hon. Stephanie Herseth appears on p. 65]
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SECRETARY NIcHOLSON. Congresswoman Herseth, those are impor-
tant questions and an important area. I have spent some time, among
many other things, that we have been doing the last two weeks, look-
ing at education. I agree with you about its importance. I feel myself
a product of what it can mean to you in our country.

Because they are so important, I am going to ask Admiral Cooper
to answer that with more learned experience and detail than I have
at this point on that. If you would, Admiral.

MR. CoopER. Yes, sir. In the education question that you asked, you
will note that in 2005, we in fact had 888 people, which is the highest
number we have had in education in recent years.

We took a very close look at this. We are trying to keep a balance.
We had 888, which was an increase over previous years. Yes, we will
drop back maybe 14 in 2006. I have to look at that.

We do not know -

Ms. HerseTH. I just want to interject. I appreciate that flexibility
and the fact that you keep an eye and notice that close to retirement,
that we have that transition of people who can provide training for
those other claims that may be coming after.

MR. CooPER. Yes, ma’am. I am watching that extremely carefully.
As T say, we have that number of people. As far as the 1607, we do
not know what now what the effect is. I don’t think we will see much
effect in 2005. Again, that is something I have to watch and make
adjustments. The 1607 program just became effective last October.

We are about to sign an MOU with DOD to make sure we carry
that out properly, and we are working on how to make the payments
in that particular program.

We are watching that very carefully. I have very good leadership
in education. Ithink I will have enough warning if I need to do other
things, but I think right now we are proceeding properly.

The second question you had on vocational rehabilitation, we set
up this Task Force because we were very concerned about not only
the leadership but the execution of our vocational rehabilitation pro-
gram, primarily because I think it had lost focus and was not focusing
on employment. It was focusing more on training.

We have replaced the leadership pretty much across the board. We
have also focused, as the study stated, on employment. As a result,
we are setting up five different tracks for a veteran to gain employ-
ment, ranging from somebody coming back and getting re-employed
by the previous employer through a full college education to indepen-
dent living.

We have set that up at four test sites. We are continuing to run
the tests for three or four more months and then we will expand that
across the board to all of our regional offices.

That is the main part of the recommendations. There were 102. Of
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the 102, there are probably 20 or so we will not implement. However,
34 have been implemented today, and I expect in excess of 50 percent
to be implemented by the end of this year.

THE CHAIRMAN. I thank the gentlelady for her questions. To my col-
leagues, I have received word that we are going to have votes around
11:30. If you look at the time, if we try to restrict ourselves within
the five minutes, we might be able to do this, Mr. Secretary, without
your having to wait while we go vote and come back. We will see how
this plays itself out.

Mr. Jeb Bradley of New Hampshire, you are now recognized.

MR. BrabrLey. Thank you very much, Mr. Chairman. I appreciate
your leadership and that of Mr. Evans and Mr. Secretary, welcome to
this Committee. It is a pleasure to meet you.

I would like to turn to the overall health care item in the budget,
which is in the President’s budget about $30.7 billion. Depending
on how you calculate it, I think you have estimated it is about a 2.5
percent increase.

My question to you, sir, is that generally medical inflation is run-
ning at a much higher rate. It could be as high as three times that,
number one.

Number two, you have had staffers that have testified before Con-
gress in the past that in order to maintain the services that veterans
have come to expect, it would generally take about a 13 to 14 percent
increase.

Given those numbers and the budget perspective that we see be-
fore us in this presentation, how are you going to be able to maintain
those commitments?

SECRETARY NicHOLSON. That’s a good question, Congressman Brad-
ley, and one we have discussed and I discussed with my team here.

There are some major efficiencies that have been enacted in our
delivery system such that it brings us down to be quite a bit below in
inflation what it is in general, in the civilian component.

We can do this with this number, given our demands.

I am going to ask Dr. Perlin if he would like to add anything to that.
He’s the guy that has crunched these numbers the most.

Dr. PErLIN. Thank you, Congressman, for the question. Your
question really asks if we have the resources to do the job. In consid-
eration of this budget with the policy proposals that it contains, we
have the resources to do this job.

As the Secretary identified, we have greater efficiencies. We have
efficiencies in the scale of purchases we can make. Our pharmacy
program has been held to be the most efficient in the country, as
represented in the Wall Street Journal and USA Today. It’s ability
to allow us to leverage our scale and the Federal supply schedules al-
lows us to meet the needs with the budget.

MR. BrabLEY. Thank you very much for that answer.
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My second question is that it is estimated that there will be as
many as 430,000 veterans who require long term care services from
the VA over the next decade, but this budget calls for a reduction in
500 beds.

Once again, how do you square that with being able to complete the
mission? Thank you.

SECRETARY NicHOLSON. If you look back, Congressman, you will see
that number has really drastically gone down. The number of people
in beds and extended care to the model of taking care of these people
now and allowing them to stay in their own habitat, their own envi-
ronment, closer to their families, their spouses, if you will, their own
homes.

That has been done and I think has been done effectively through
the use of telemedicine, through the use of outpatient based clinical
care, going out to them with both health care providers and social
workers. The combination of that has brought a large reduction.

That trend is continuing. It’s working. Of course, there are those
for whom that doesn’t work. They do need to be in a bed.

Dr. Perlin, would you like to add anything?

Dr. PerLIN. Thank you. Ten years ago, we would have said the
population is aging, we need more hospital beds. But medicine has
moved from the hospital to the clinic. A decade ahead of us, care
moves more from the clinic to the home.

Our goal is to provide care in the least restrictive environment and
the most humane way possible.

The technology that the Secretary alluded to, such as the use of
telemedicine, allows patients to successfully age in place and have
their needs met.

This budget actually allows us to substantially increase by 79 per-
cent the number of patients cared for in non-institutional settings.

We have increased the resources by nearly $60 million for non-in-
stitutional care, and we have seen a growth in our care coordination,
which specifically is the application of those technologies to allow
those veterans, veterans with chronic illness and older veterans to
successfully age in place, maintaining social, community and even
spousal relationships.

MR. BrrapLEY. Thank you. Mr. Chairman, I yield back the balance
of my time.

THE CHAIRMAN. Good try. Mr. Strickland of Ohio is now recog-
nized.

MR. StrickLAND. Thank you, Mr. Chairman. Mr. Secretary, wel-
come.

Mr. Secretary, in the early 1940s in World War II, this country sub-
jected many of our veterans to mustard gas, nerve agents, and they
didn’t know what had been done to them. They were sworn to secrecy.
They weren’t followed up with afterwards. Many of them now, if they
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are alive, are in their 80s.

Earlier this month, I received a letter requesting an update from
VA about their contacting these World War II veterans to give them
medical exams, provide them with assistance if they needed it.

In the early 1990s, the VA promised they would make every effort
to contact these individuals and to see that they got the help they
needed. The only thing the VA did to my understanding is to put
some ads in a magazine, they put out no letters, made no phone calls,
and no effort of active outreach.

As the new Secretary, I'm asking you, sir, will you do everything
possible to reach out to find these individuals and to provide them
with assistance that I believe this country should provide to them?

SECRETARY NICHOLSON. That’s a question that is first impression for
me, Mr. Strickland. I will assure you that I will take it on board and
will look at it and get back to you.

I don’t fully know the extent of that. I will get back with you after
looking into it.

MR. StricKLAND. I appreciate that, sir. Thank you so much. I did
send you a letter earlier this month. Do you have a comment, sir?

MRgR. CooPERr. Yes, Mr. Strickland. If I could address that for a sec-
ond. We in fact are working actively with DOD right now. We have
received 4,000 names. We are in the process of checking our records,
and in the next two to three weeks, we will get letters out to everyone
for whom we have current addresses.

We are then simultaneously contacting IRS and Social Security to
get whatever other addresses we can, and for those we cannot get, we
will go to a civilian group to try to find addresses.

We are in fact in the process of implementing this plan. We are
giving veterans a number to call. We are also referring them to VA
hospitals for medical care and so on.

MR. StricKLAND. I thank you for your response and I thank you, Mr.
Secretary, for your response as well.

Mr. Secretary, there has been discussion here of management ef-
ficiencies as a way of saving money and perhaps calling for a lesser
appropriation for health care. You have indicated, I think, you are
anticipating management efficiencies of two percent approximately,
or $1.8 billion. It seems like a lot of money.

If these are not achieved, and if the co-payments and the user fee
are rejected by the Congress, as I hope they will be, it seems to me
that the VA is going to fall far short of what is needed to provide for
VA health care.

In fiscal year 2004, the VA estimated management savings of $950
million to partially offset the cost of VA health care. That estimate
was accepted at face value, was based on implementation of vigorous
competitive sourcing, increasing employment productivity, shifting
from patient to outpatient care, reducing travel, maintenance and
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repair services and supplies.

That was for 2004. We are now in 2005. Is the VA able to docu-
ment for us that those management efficiencies that were anticipated
for that year were achieved? Should we not do that before we go
ahead and anticipate further management efficiencies for the next
fiscal year?

SECRETARY NIcHOLSON. Congressman, I'm going to respond based
on what my understanding is. In the last two budget cycles, we have
met our expectations on efficiencies and savings, which gives us the
confidence that we can meet those we are projecting for 2006.

MR. STRICKLAND. Excuse me for interrupting, sir. Time is very short.
Can you or can Dr. Perlin provide us with documentation as to where
and how those efficiencies were met and can we also be provided with
those instances where the efficiencies were maybe not met, for ex-
ample, the VA lost $250 million, according to a GAO report on the
Core FLS project.

Did you count the failures as well as the successes when you cal-
culated whether or not the management efficiencies that were antici-
pated actually were achieved?

SECRETARY NicHOLSON. I'll give you a very quick answer and tell you
our information at the VA is your information. We will look into that
and come back to you with our answer. I don’t think we can answer
that on a line item basis here today.

We have had significant savings. We have had hiccups. You men-
tioned one of them. I feel pretty good about where we are headed and
the efficiencies we are going to achieve through standardization and
competitive purchasing, particularly in the pharmaceutical area, and
some other efficiencies we are looking at, including in our IT area.

As to the details, we will have to get back to you.

TaE CHAIRMAN. Mr. Strickland, thank you for your contribution.
Please be responsive to Mr. Strickland’s questions, I think it is very
appropriate. He is asking for how you came up with your budget. Itis
really an appropriate question. Please be responsive to the member.

SECRETARY NICHOLSON. Yes.

THE CHAIRMAN. Mr. Turner of Ohio, you are now recognized.

MR. TurNER. Thank you, Mr. Chairman. Thank you, Mr. Secretary.
Most of our perspectives on a national budget can be defined in part
by our local experience. I want to talk to you for a moment about a
local issue and ask the question as to the national policy, and I am
going to return to the issue of nursing home beds.

Previously when you were answering, I understand the concepts of
your shift in defining the need for long term care. I understand that
with the changes that are occurring in the way services are provided,
the importance of age in place and the benefits financially, but also
the benefits it has to the patients themselves.

I tend to for as long as possible not shift an individual into institu-
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tional care, looking to non-institutional care.

I'm also familiar with the policies that permit the VA for both ac-
cess buildings, to lease them out with partner organizations, and also
the provisions that allow the VA to look to the nursing home area,
to look at community assets and resources as opposed to expanding
veterans’ VA center resources.

I'm a little concerned because last year in my community we have
a nursing home facility that had been renovated, and is a quality fa-
cility by everyone’s standards. It was providing quality services. An
unexpected announcement was sent to all the residents that it was
going to be closed and they were going to be returned home or sent
out to a community facility as part of the policy of looking to commu-
nity assets.

Obviously, my understanding was that the community use of re-
sources was to prevent expansion but not to be used for closing a
facility.

Mr. Secretary, your predecessor in October came to our community
and reversed that decision and allowed the nursing facility to remain
open and the patients could stay there.

In looking to the large population that you have that is coming and
still looking at the alternatives of care that you are going to provide
so that you don’t have the same stream percentage that would end up
in institutional care, it still seems to me that it 1s an important role
for the VA to play in having nursing home facilities.

The reports I received were not only just quality of care but also
the comradery, the spirit that occurs within a veterans’ nursing facil-
ity that contributes to the overall success of long term care for the
patients.

In looking at the policy and the issue of eliminating your average
daily census issues and reductions in beds, I want to make certain
that you are not looking to a policy of actually the VA center receiv-
ing in its nursing care facilities to get out of the business and to quit
providing that service.

SECRETARY NICHOLSON. It is an important question, Congressman.
Thank you. I can assure you that the VA is not looking at getting out
of that business. There are those that really need it and are counting
on it and need to be there.

There are categorical priorities of those who need it the most, and
that is who we need to prioritize so we can serve.

I am going to ask Dr. Perlin if he would like to detail that a little
further as to those people who need that care and that we will be
there for them.

Dr. PErLIN. Mr. Congressman, as the Secretary has said, we are not
looking to get out of the nursing home business. However, our care
will be delivered first and foremost to those most highly service-con-
nected veterans in Priority Groups one through three, and to those
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veterans who really have difficulty in having their needs met else-
where, such as those with special needs like ventilator dependence.
We will be there for those veterans as well.

Those veterans who are coming out of the hospital and need acute
rehabilitation to get back to normal living, we will be there for those
veterans.

Those veterans who require hospice care, we will be there for those
veterans. Those veterans whose families need respite from caring for
those veterans 24 hours a day, we will be there for those veterans as
well.

The commitments, as I've detailed, will be there for those veterans
whose needs can’t be met appropriately in the community environ-
ment with new technologies.

MR. TurNER. Since I have just a moment, since you gave that list,
again, my question concerns your actually being the direct provider
of the nursing home services versus just looking at scattering the
services out in the community.

Will you have a nursing home facility that is of high quality and
providing quality services?

Dr. PerLIN. Yes, we will continue to have the nursing homes at our
VA facilities, absolutely.

THE CHAIRMAN. The gentleman’s time has expired. Ms. Berkley to
inquire.

Ms. BErkLEY. Thank you very much, Mr. Chairman, and thank you,
Mzr. Evans, for your leadership. Welcome, Secretary Nicholson. T am
looking forward to working with you. I had a wonderful relationship
with your predecessor. He was responsive and accessible.

Please take this as an invitation to visit us in Nevada. On behalf
of myself and the veterans that I represent, I want to thank you for
including in the 2006 budget funding for a full service VA medical
center that we desperately need. The medical center will have a long
term care facility, a hospital, and an outpatient clinic, none of which
we have now. I am very excited about that.

However, in the 2006 budget, there is $199 million that has been
requested, and that is $27 million short of the projections on what
it will cost in order to build this facility. I understand the $27 mil-
lion will be requested in the 2007 budget, and construction will be
completed in 2009. Can you confirm this? And when do you expect
us to break ground? And when do you expect these facilities to be
completed?

SECRETARY NIcHOLSON. Thank you, Congresswoman. What I can’t
tell you - and if someone else at the table can, I would like them to do
so - 1s when we anticipate breaking ground.

Dr. PerLIN. T will have to get back to you with the exact informa-
tion.

Ms. BerxLEY. I have been a buffer to protect my constituents. I
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think it is important to get this information.

Let me just say very, very quickly, because I know the time is short,
what my veterans are saying. I have heard an awful lot from my vet-
erans about the President’s State of the Union address.

There 1s particular concern about the $250 user fee and the co-pay.
Most of my veterans are seniors on fixed incomes, and this is a lot of
money. I have never heard from a veteran from anywhere - Vietnam,
Korea - that hasn’t said the same thing about when they enlisted,
what they were promised from the person that enlisted them.

There is no contradiction here that they were promised health care
benefits for life. Again, I've never heard anyone say that is not what
was said. They had an expectation of this. I just wanted to put that
in your mind, that this is not going over particularly well.

The President’s budget provides $762 million less than needed to
maintain current services for veterans’ health care. This turns into
a loss of almost 3,000 nurses nationwide. I have a huge and critical
nursing shortage in southern Nevada. The VA has done an extreme-
ly good job in recruiting and retaining our nurses, but if there is a cut,
we are going to lose them and they are going to go back to the num-
bers that we used to have, and instead of having a vacancy rate of 2.5
percent, which is quite good, that is going to go up dramatically.

The budget also has a cut of $350 million for veterans’ nursing
homes. I can’t remember who brought that up in their line of ques-
tioning. I have no nursing facilities for veterans, as you know. They
are going to be built, and hopefully, they are going to be done by
2009.

I do have a state home, but even the executive director of the Ne-
vada Office of Veterans’ Services said the President’s budget limits
nursing home grants to those severely injured in the line of duty.

I don’t have any other facilities to send my veterans to. We have a
critical nursing home shortage in southern Nevada. We can’t move
our veterans anyplace else. I have tremendous concerns about that.

I hope that you will take a good look at the proposed budget and
help the President see that some of these cuts are inconsequential in
the scheme of things, and I know you are dealing with a huge budget
and have extraordinary needs and limited resources. These cuts are
going to do a tremendous disservice to our veterans and do damage.

On mental health issues, a large number of my veterans, par-
ticularly from the Vietnam era, need to be provided mental health
counseling, and particularly those coming back from Iraq. I've seen
it happen with my Vietnam era veterans that have suffered tremen-
dously because of the lack of mental health care. It would be inexcus-
able not to provide these services and adequate funding needed to do
that.

Thank you very much.

SECRETARY NicHOLSON. Thank you.
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Tue CHairMAN. Ms. Berkley, we gave you great latitude, because
Mr. Bilirakis and I have talked several times before about the con-
cerns that you have in Nevada; this influx of population is something
that no one else is experiencing around the country at the level that
you are. We want to be very responsive.

Mr. Filner, you are now recognized.

MR. FiLNgr. Thank you, Mr. Chairman. Welcome, Mr. Secretary.
Before I start, I want to make sure we have a recording of Dr. Perlin’s
advocacy of bulk purchases and how great that was for our nation.
You should tell the President that so we could get a Medicare bill that
says the exact same thing, which we are prohibited to do by law right
now. I hope you will go to the President immediately!

Mr. Secretary, welcome. You said you were an advocate for veter-
ans. In answer to the same question later on, you said basically we
are “going with the VA we have rather than the one we want,” para-
phrasing the Secretary of Defense.

I see those two statements to be in contradiction with each other.
I don’t think an advocate would give us a budget that basically says
that it is the veterans who are going to have to pay for the deficit that
is created by the same administration that is proposing the budget.

It is the veterans who are going to have to deal with that. Mr.
Bradley brought up the point, and I am going to drive it home clearly.
It is the VA that said a year or so ago that it may take a 12 to 14 per-
cent annual increase just to keep up with the services that you have,
and even more, I think, is needed with not only the people coming
back but what we have learned about Hepatitis C, PTSD, et cetera.

Our needs continue to increase, and yet you come here with a bud-
get - if you don’t get your legislative proposals for the enrollment fee
and the co-payments — that proposes less than one-half of 1 percent
increase in the health budget for the veterans of this nation.

That is not advocacy! We have an administration that says support
our troops, support our troops, and when they come home, they are
going to find a VA that is not adequate to the needs they have.

The President presents to us a Social Security proposal that is esti-
mated to be trillions of dollars, gives tax cuts with a couple of trillion
to the wealthy, and yet when it comes to the veterans, says “I'm sorry,
we have to save here,” I say that if the choice is giving more money to
people who have it rather than what was promised to veterans, I am
going to choose the veterans every time.

You also said “your information is our information.” What did you
ask OMB for in your budget request?

SECRETARY NIcHOLSON. Congressman, I was not involved in -

MR. FiLNER. Come on, Mr. Secretary. Tell me what the previous
Secretary asked for.

SECRETARY NicHOLSON. I don’t know.

MR. FiLNER. You don’t know what your own department asked from
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OMB for our veterans? You say you are an advocate. How do you not
know that?

SECRETARY NIicHOLSON. This budget was a year-long -

MR. FiLNER. Don’t play games, Mr. Secretary. You can just ask
somebody. Ask any one of these people.

SECRETARY NIcHOLSON. Mr. Cooper, do you know what was asked
for from OMB?

MR. Coopgr. IfI could, Congressman -

MR. FiLNER. Admiral Cooper, do you know?

THE CHAIRMAN. Mr. Filner, I think it would be productive for us not
to quibble with the Secretary.

MRr. FiLNER. T asked a question after he said your information is our
information. He doesn’t know what the request from his own depart-
ment was to the Budget Office. That is inexcusable.

SECRETARY NIcHOLSON. When I was answering Mr. Strickland’s
question, things that are developed, policies, and accounting records
and things for the public domain are certainly yours and would be
made available to you on your request.

MR. FILNER. Are you familiar, in your two weeks as Secretary, with
the Independent Budget?

SECRETARY NICHOLSON. Yes, sir.

MR. FiLNER. I would read it carefully. Most of us take this as a
Bible. It is put together by people who understand the system. They
are not asking for the moon. They are not asking just for the asking.
It is a professional and very conservative look at the VA, what it
takes to save the veterans.

They have asked, if you take out your legislative proposals, for
$3.4 billion more than your budget. $3.4 billion. That is the highest
figure since I've been on the Committee of the difference between an
administration budget and an Independent Budget.

If you don’t get your legislative proposals -- the enrollment fee,
which I think is disgraceful. You have to pay, after you have been a
veteran, to use our system? Come on. If you are not going to get that,
I don’t understand how you are going to meet the needs of our veter-
ans with that $3.4 billion deficit, just from a very conservative look
at what the VA has to do. I don’t know how you are going to do it. I
think you better advocate for more money. I certainly would advo-
cate to get you more money. If you do, I hope you will use it wisely.

Certainly, this Congressman and most of the people on this side are
not going to vote for a budget that is not worthy of our veterans.

THE CHAIRMAN. Ithank the gentleman for his contribution. I look to
Mr. Boozman of Arkansas, the Subcommittee Chairman on Economic
Opportunity.

MR. Boozman. Thank you. I don’t have a question. I just have a
comment. Again, I welcome you here and look forward to working
with you and your staff as we have in the past.
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As Chairman of the Economic Opportunity Subcommittee, again,
on the seamless transition, it is very important. We are going to
make sure that the VA, VETS, National Guard, DOD, all work to-
gether as these guys come home and again assure that we truly do
have a seamless transition.

Again, thank you for being here and I look forward to working with
you.

SECRETARY NicHOLSON. Thank you, sir.

THE CHAIRMAN. Ms. Corrine Brown of Florida.

Ms. BrowN. Thank you, Mr. Chairman and Mr. Secretary.

The first President of the United States, George Washington, said
the rate at which our young people are likely to serve in any war,
no matter how justifiable. should be directly proportionate as to how
they perceive the veterans of earlier wars are treated and appreci-
ated by their country.

As far as T am concerned, this budget should be dead on arrival.
The President and the administration proposed to the Congress and
we decide priorities. You can say something about a country, about
priorities, by the budget, what we hold as important.

We practice reverse Robin Hood, robbing from the poor and work-
ing people to give tax breaks. These veterans have paid their dues.

I live in Florida. Most of my case work are veterans. They can’t
get into the system. They have long waiting lists. There is some
problem. One-third of the veterans are in the streets, one-third of the
homeless people on the streets are veterans because they are not get-
ting the proper health care or they have fallen through the system.

How do we propose - most of us in Congress think nothing of a co-
payment of $10 to $15, but our veterans cannot afford it. We are try-
ing to fund a department to increase fees. That is unacceptable.

I have been on conferences with the House and the Senate. When
we get in the closed door, we can’t afford it. That is unacceptable.
How are these veterans going to afford these additional fees is what
I want to know.

SECRETARY NIcHOLSON. Thank you, Congresswoman, particularly
for the obvious concern you have for veterans. Let me respond in a
couple of ways.

One is to point out to you that this Administration brought about
with the help of the Congress almost a 50 percent increase in health
care benefits and pension and compensation benefits since it has been
here.

This year does represent a pause, if you will, in that incline that
you have seen.

Ms. BrRown. Mr. Secretary, did you know that the increase had gone
up to 130 percent, the increase in needs?

SECRETARY NIcHOLSON. We are serving a million more veterans than
we were in fiscal 2001.
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Ms. BrRown. The veterans, the ones I'm talking about are the ones
that are older, they don’t have the income. They have a lot of needs.
They are very frustrated. When I talk to them, they are almost in
tears because they feel in their prime time, they gave their best to
this country.

The question is what are we going to give back to them. Maybe I'm
the only one in this body that has these kinds of veterans. They move
to Florida. They have high expectations. We are not meeting their
needs. It’s a constant fight.

We want to close some of the sites. It is just one thing after an-
other. The veterans are not getting what they need from the system.
We have the money. It’s just the matter of priorities. They are not
priorities with this Administration. I hope to God it will be a priority
with this Congress.

Every year, we have this fight. Let me tell you, Secretary Jesse
Brown. I dearly loved that man. He fought the administration for
veterans. He didn’t care who the President was. He was an advocate
for the veterans. That’s why I'm on this Committee and have been
on this Committee for 13 years. I care about them. I'm going to fight
for them.

As far as I'm concerned, this budget is dead on arrival. I yield back
the balance of my time.

[The statement of Hon. Corrine Brown appears on p. 67]

THE CHAIRMAN. I thank the gentlewoman. I will yield one minute
for a rapid fire for anybody who may have follow- up. Mr. Michaud,
you are now recognized for one minute.

MR. MicHAauD. Thank you, Mr. Chairman. Togus Hospital in Maine
actually has reported a shortfall. They have been told that the de-
livery of the MRI machine has been postponed, which actually could
save a lot of money. I'm sure if that happened at the Togus Hospital
in Maine, it is happening elsewhere.

I would just ask that VA please look at that. I know that is a big
problem.

SECRETARY NicHOLSON. Thank you. We will look into that.

Ms. BrRowN. Mr. Chairman?

THE CHAIRMAN. Ms. Brown.

Ms. BrowN. Ijust want to make sure that the questions that I have

THE CHaRMAN. Hold it just a second. Mr. Michaud, do you yield
back?

MR. MicHauD. I yield back.

TuE CHAIRMAN. Will the gentlewoman yield for a moment?

Ms. BrRowN. Yes.

THE CHAIRMAN. Mr. Bilirakis?

MR. BiLirakis. The Veterans Administration has now and has al-
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ways had input into the formation of the President’s budget, yes or
no?

SECRETARY NICHOLSON. I can tell you it has in this budget, yes, sir.

MR. BiLirakis. Thank you, Mr. Chairman.

Ms. BrowN. I move that my questions will be made a part of the
record. I want to know that my questions are going to be answered.

Tue CHAIRMAN. We will ask the Secretary, just as we did with Mr.
Strickland, that for any questions submitted by any member of this
Committee, the answers shall be responsive. If they are not, you may
resubmit.

SECRETARY NIcHOLSON. Indeed. Let me say I welcome the oversight
responsibilities that you have for this agency. It is a very big agency,
there are 235,000 people throughout the country. From what I've
seen so far, they are fantastic.

Whenever someone is performing an oversight or an audit, I would
welcome to hear about that. We want to do the best job we can.

Ms. BrowN. Thank you.

THE CHAIRMAN. Mr. Filner?

MR. FiLNER. Thank you, Mr. Chairman.

Mr. Secretary, you are in a difficult position as you are representing
the administration as Secretary in presenting the administration’s
budget. You also understand that we have looked at your predeces-
sors as advocates for veterans.

I guess I just wish that in your testimony, you were more honest;
you are not going to make the efficiencies, and you know it. You are
not going to get the legislative proposals, and you know it. You going
to have less money than you know you need.

Just state that. What would you like to do? You are the profession-
als. Get across what you need to do the job for the people who have
given us this nation. You know these things in this budget are not
going to happen. It’s a charade.

Let’s get to realities.

SECRETARY NICHOLSON. Could I respond, Mr. Chairman?

MR. FiLNgr. I would like to submit my questions, too, since every-
body else is.

SECRETARY NicHOLSON. I would like, if T could, just to respond in one
way to your point, which I appreciate. In the interest of just making
sure that people understand what we are talking about in this realm
of the enrollment fee and a co-payment, we have prepared a little
chart that I would like to submit for the record, if I could, Mr. Chair-
man.

THE CHAIRMAN. It will be entered without objection.

[The provided material appears on p. 406]

SECRETARY NicHOLSON. We will distribute it to the members. It is
showing the medical care regime for a person who served 20 years in



31

the Service. The example they have used would be a sergeant E-7
with 20 years of service that is receiving TRICARE under the DOD
program, which I think you will find is almost universally acclaimed
by the people that are using it.

Those are the people that when they took the oath and the recruiter
told them if you serve a career in this, you will be given health care
for life. Those are the people to whom that was told, I think, and to
whom it is indeed owed. They now have, because of you, this TRI-
CARE system, which everybody I've talked to really likes it.

If you look at this, you will see this is somebody who served 20
years who is paying an enrollment fee for services and certain co-pays
for services.

The proposal that we have in this budget, Mr. Filner and members,
1s for those people that in a means test of the local income levels are
able to pay this. It is not for the poor veteran.

MR. FiLNER. Do you know what that number 1s?

SECRETARY NICHOLSON. It varies.

MR. FiLNER. It is around $25,000.

SECRETARY NICHOLSON. I think in San Francisco, it is about
$71,000.

MR. FiLNER. People earning as little as $25,000 could be in this cat-
egory. I would not call them all that able to contribute to the medical
care they were promised.

TuE CHAIRMAN. I appreciate the gentleman’s slow fire.

MR. FiLNER. Mr. Chairman, could I also introduce into the record
the budget of 2006, the Independent Budget and the differences? I
would like to introduce that into the record, also.

TuE CHAIRMAN. Without objection.

[The provided material appears on p. 407 and p. 408]

Ms. BRowN. Mr. Chairman, one other point, please.

THE CHAIRMAN. Yes, ma’am.

Ms. BrowN. The Secretary just mentioned this schedule with TRI-
CARE, which I think is a very good program, for people who have
served 20 years or more.

We need to keep in mind that some people go into the Service that
don’t even live 20 years, particularly in time of war.

The question is we should not pit one veteran against another.
What we need to do, in this country, we don’t have proper health care.
That’s a problem. Those people who have contributed to this country
and when they need help and assistance, the question is whether or
not they are going to be a priority and whether or not we are going to
be there for them. That’s the question. I don’t know the answer.

Thank you.

ThE CHAIRMAN. I thank Ms. Brown for her contribution.

Mr. Secretary, I want to thank you for coming. I want to thank you
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for bringing your staff on the formulation of the President’s budget.
I also thank you for telling your story and where you came from, a
town of 99.

I grew up in a town of approximately 200. I took my oath as a cadet
at the Citadel, but I remember my commissioning oath at Fort Bragg,
given to me by Lieutenant Colonel O’Johnson.

Why do members of the military remember their oath? They re-
member it vividly because they said they will give their life to defend
the Constitution. It is an oath which they embrace and it is implanted
in their minds. We are then inculcated with what are called values.
We refer to them as military values. I read them with regard to all
the branches of our Services.

It is the bond which we all share. It is the dimension by which we
see the world. It is our common understanding and it is our bond.

With regard to the prioritizations of care, Congress, when we did
the eligibility reform, set out the priorities of care. As we set forth
those priorities in categories one through six, it is the responsibility,
I believe, of the nation to care for the disabled, the injured, the veter-
ans with special needs and the indigents. Those are the priorities the
nation held for a very, very long time.

When we did the eligibility reform, we had hoped and made as-
sumptions that as we would open it up to the non-Service-connected
disabled veterans and non-compensatory veterans, that we would
bring efficiencies and economies of scale.

We received testimony from many that it would be budget neutral
and in fact, it would be an enhancer, a revenue stream.

The reality is that it is not what happened. We are now at war and
we have some challenges. We have over 10,000 wounded. We have a
VA that has perhaps a generation skip with regard to handling some
of these catastrophic injuries the actual duty force is about to hand
off to you, Mr. Secretary.

The generation skip means the VA knew how to handle a lot of
these catastrophic injuries from World War II, Korea, and Vietnam.
They cared for the aged population, and now we have something
pretty strong coming our way. We will also have as many as 100,000
veterans with post-traumatic stress disorder.

When we refer to caring for the veteran, it is not only the physical
disabilities but also the mental.

We also in the generosity of this Congress said to those soldiers,
sailors and Marines, who are in these operations in Afghanistan and
Iraq, that when you come back home, we are going to care for you for
two years. We have also opened up more enrollment into VA health
care.

Beginning to understand the impact of that is something we have
to do.

How Congress did that I believe is the fulfillment of our values, the
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reason we set out these priorities of care.

I appreciate your highlighting with regard to the TRICARE sys-
tem. Again, with that system, there was no push back from anyone
with regard to the co-pays and deductibles. As a matter of fact, I
think Mr. Bilirakis is correct. Maybe if we had been better listeners
to Dave Gorman of the Disabled American Veterans who raised the
concerns echoed by OMB and CBO, perhaps if we had created that
system with those deductibles like that, maybe we wouldn’t be where
we are today.

When you create a system and then you try to add something to it
later, you get an echo. You get a reaction. That is what we have right
now. We have to work through this. This will be very challenging for
the members of this Committee.

I also want you to know that with regard to the disabled and the in-
jured and special needs veterans, we will work with you with regard
to how we focus on our core constituency of the VA. We will make
sure there is a centric in our focus. We want to make sure that just
because their life has changed, that we ensure they have the opportu-
nity to live, and that means beyond governmental assistance.

Just because you send them a check and they find their life in a
bottle, that is not a quality of life.

We reorganized on this Committee to work with the administration
on these focuses at this time of war. We took the Benefits Committee
and we cut it into two subcommittees, and working with the minority
to in fact carry forward on that obligation.

I will let you know that we are reorganizing our appropriations pro-
cess here in Congress. When I went before the Steering Committee
with regard to this Chairmanship, I gave a recommendation to the
Steering Committee that they reorganize the appropriations process,
that they take the military personnel and MILCON and marry that
with the VA.

The reason I asked that the personnel of the military be with the
VA in the appropriations process is the TRICARE program that you
just mentioned.

As we can talk about these efforts with regard to seamless transi-
tion, sharing initiatives between DOD and VA, and having one deci-
sion maker, one Subcommittee in appropriations, to work with us in
these endeavors, I am most hopeful that never again will we have
these scenarios whereby the Army buys one digital x-ray machine,
the VA buys one, it is right across the street, and yet the two systems
are incompatible and can’t talk to each other.

Hopefully we are going to end that kind of stuff and we are going
to work together, and that is the reason we did that appropriations
process.

I wanted to highlight the changes we had made here in Congress.
Mr. Secretary, we thank you. We thank your staff. We look forward
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to working with you during these very difficult times.

The Committee will also be submitting questions for the record.
Again, please be responsive to any written questions. Thank you, Mr.
Secretary.

SECRETARY NicHOLSON. We will be glad to. Thank you, Mr. Chair-
man.

THE CHAIRMAN. Our second panel consists of representatives of the
Independent Budget. We have Mr. Richard Jones from AMVETS.
Joseph A. Violante of the Disabled American Veterans. Richard B.
Fuller of Paralyzed Veterans of America. Mr. Dennis M. Cullinan of
Veterans of Foreign Wars.

These gentlemen are the national legislative directors for their
respective organizations. Gentlemen, if you would please proceed to
the witness table.

For my colleagues, the 11:30 vote got pushed back to 12:00. We will
just wait to hear the bells.

Gentlemen, we are prepared to take your testimony. We will pro-
ceed in any order which you gentlemen prefer.

MR. JoNEs. Mr. Chairman and Ranking Member, Mr. Evans, mem-
bers of the Committee, my name is Rick Jones, AMVETS Legislative
Director and Chairman of The Independent Budget steering -

THE CHAIRMAN. Would the gentleman suspend? Will the members
please come to order. You may proceed.

MR. Jongs. Thank you, sir. My name is Rick Jones, Chairman of
The Independent Budget Steering Committee.

With your consent, sir, we would like to proceed having PVA give the
health portion, Disabled American Veterans presenting the benefits
area, the Veterans of Foreign Wars presenting the CARES construc-
tion portion, and have AMVETS follow up with the burial option.

ThaE CHalRMAN. With no objection, your written testimony will be
submitted for the record.

STATEMENTS OF RICHARD B. FULLER, NATIONAL LEG-
ISLATIVE DIRECTOR, PARALYZED VETERANS OF
AMERICA; JOSEPH A. VIOLANTE, NATIONAL LEGIS-
LATIVE DIRECTOR, DISABLED AMERICAN VETERANS;
DENNIS M. CULLINAN, NATIONAL LEGISLATIVE DIR-
ECTOR, VETERANS OF FOREIGN WARS; AND RICHARD
JONES, NATIONAL LEGISLATIVE DIRECTOR, AMVETS

STATEMENT OF RICHARD B. FULLER

MR. FuLLER. Thank you, Mr. Chairman. I'm Richard Fuller, na-
tional legislative director for Paralyzed Veterans of America.

In the 19 years since The Independent Budget was published, PVA
has always coordinated the medical care section. I will confine my
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remarks to that issue.

The Administration’s 2006 budget request provides very little if
any new appropriated dollars for the VA health care system. It relies
on overly optimistic third party collections, as usual, accounting gim-
micks, and totally unrealistic management efficiencies to derive its
budget figures.

The Independent Budget gives a clear assessment of the coming
needs and rising costs of health care, projects VA will need a $3.4 bil-
lion increase in 2006. At 12 percent, this increase is actually below
the 13 or 14 percent the previous Under Secretary for Health testified
before this Committee that he would need.

In the interest of time, I would just like to make three points. For
the past two years, the members of this Committee and its counter-
part in the other body, likewise, the appropriation committees, have
realized that a $250 user fee and a $15 prescription co-pay are unduly
onerous to veteran patients, and they were rejected.

We urge the Committee to reject these proposals once more. Two
million veterans would be affected by these increases.

Mr. Chairman, I would just like to briefly raise one point about a
misconception that has been repeated several times during this hear-
ing, that these increases in fees would only apply to category 7s and
8s. They also apply to catastrophically disabled veterans in category
4, who are in category 4 because of their special needs. This would
increase the burden on these veterans who are in great need of spe-
cialized health care, paraplegics and quadriplegics seeking care for
specialized services at VA.

Secondly, the effect of the proposed drastic reductions in funding
would be catastrophic. Finally it is true we have seen increases in
past years, but we have a fluctuation now of funding up and down, up
and down, which makes it very difficult for VA to manage itself.

For that reason, we continue to ask the Congress to provide a guar-
anteed funding plan for the VA health care system.

[The statement of Richard B. Fuller appears on p. 85]

TuE CHAIRMAN. Thank you, Mr. Fuller.
Mr. Violante?

STATEMENT OF JOSEPH A. VIOLANTE

MR. VioLANTE. Mr. Chairman and members of the Committee, good
afternoon. I'm Joe Violante with Disabled American Veterans.
As with our primary responsibility in the Independent Budget, 1
will address mainly the recommendations for the benefits programs.
This year, the President’s budget recommends only one legislative
change for veterans’ benefits, that is a cost of living adjustment for
compensation. We support that recommendation. We include a num-
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ber of other recommendations in the Independent Budget. I won’t
attempt to cover those at this time.

I hope the Committee will refer to the IB for specifics and for rea-
sons for these recommendations.

For our benefits program, we mostly need some fine tuning to make
them better serve their purposes. Persistent problems with the deliv-
ery of benefits diminishes their effectiveness.

The optimum efficiency obtainable in the administration of pro-
grams cannot overcome inadequate resources. Year after year, the
President’s budget requests inadequate resources, but supposedly
contain the right solution to fix the problem nonetheless.

Year after year, the problem remains unfixed. The solutions are
flawed because they are built around inadequate resources. No one
disputes that the VA can obtain and should continue to pursue new
efficiencies, but highly optimistic and vaguely conceived new efficien-
cies cannot justify cutting the workforce and investing too little in
tools to do the job when VA is already in the hole.

Past reductions in the workforce are the foundation of the prob-
lems. If the VA continues to curtail its resource requests to extrane-
ously impose budget targets rather than requesting resources called
for by a realistic assessment of its production capacity in relation to
its workload, its service to veterans simply cannot improve to accept-
able levels.

In the Independent Budget, we endeavor to provide a more honest
assessment of VA resource needs. I will again refer you to my written
statement and the IB to cover the specifics.

I simply say here that we recommend more employees for the Vet-
erans’ Benefits Administration than in the President’s budget. We
recommend funding for information technology initiatives, to which
the President’s budget appears to include no funding.

The President’s budget claims that its priority goal is to improve
the timeliness and accuracy of claims processing. The inadequacy of
the resources it requests contradicts that claim, however.

In preparing your views and estimates for the Budget Committee,
we therefore urge this Committee to consider our recommendations
in light of these inescapable facts.

That concludes my statement, Mr. Chairman. I'll be happy to an-
swer any questions a member of this Committee may have.

[The statement of Joseph A. Violante appears on p. 91]

TuE CHAIRMAN. Thank you.
Mr. Cullinan?

STATEMENT OF DENNIS M. CULLINAN

Mgr. CurniNaN. Thank you, Mr. Chairman and members of the
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Committee. I am Dennis Cullinan. I'm the legislative director for
the Veterans of Foreign Wars of the U.S., and on behalf of the 2.4
million men and women of the VFW and our auxiliaries, I express our
deep appreciation for being included in today’s important VA budget
hearing.

The VFW 1is responsible for the construction portion of the IB, so I
will limit today’s testimony to two main areas, CARES and long term
care.

In light of the administration’s totally inadequate budget request
for VA, we are very concerned that Congress may not adequately fund
all CARES’ proposed changes and projects. This will greatly worsen
the obstacles now impeding veterans’ timely access to quality health
care.

It is our opinion that VA should not proceed with the final imple-
mentation of CARES until sufficient funding is appropriated in a
separate account for construction of new facilities and renovations of
existing hospitals.

Supporting this view is the fact that the Administration’s bud-
get would devote the total funding for major or minor construction of
$699.8 million to CARES, leaving nothing for non-CARES’ projects.

Mr. Chairman, it defies credibility and good reason that the VA
will or should suspend all non-CARES’ related construction projects
to include essential non-recurring maintenance, seismic corrections
and other safety issues and so forth. It is for this reason that CARES
be funded separately to provide sufficient funding and to avoid the
temptation to engage in this kind of budgetary slight of hand.

We recommend that Congress appropriate, not including funding
specific to CARES, $562 million to major construction for fiscal year
2006. We also recommend that Congress appropriate $716 million to
the minor construction account.

With respect to long term care, we are equally dismayed. The
budget proposal slashes $350 million from veterans’ nursing homes
by serving 20,000 fewer residents and completely eliminating $104
million in state grants.

This would have devastating consequences for veterans in need of
long term care and the system that is to serve them into the future.

In total, the Administration plans to save $606 million by restrict-
ing eligibility to nursing home care.

VA and the nation has an obligation to provide for a full continuum
of health care to those who served this country. Long term care is an
essential part of this. This budget advocates that responsibility.

We look to you, Mr. Chairman and the other members of this Com-
mittee to come to the aid of this nation’s veterans in need and reject
this proposal.

Thank you, Mr. Chairman. That concludes my testimony.

[The statement of Dennis M. Cullinan appears on p. 99]
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ThE CHAIRMAN. Thank you.
Mr. Jones?

STATEMENT OF RICHARD JONES

MR. JoNEs. The members of the Independent Budget recommend
Congress provide $204 million in fiscal year 2006 for the operational
requirements of the National Cemetery Administration and the Na-
tional Shrine initiative, and a backlog of repairs.

In total, our funding recommendation for NCA represents a $40
million increase over the Administration’s request for next year, an
increase almost entirely aimed at improving the NCA shrine initia-
tive.

As you know, pursuant to past legislation, VA awarded a contract
to Logistic Management Institute to conduct an assessment of vet-
erans’ burial needs. One of those reports entitled National Shrine
Commitment, dealt with capital improvements needed at existing
veterans’ cemeteries.

It identified 928 restoration or repair projects estimated to cost
$280 million. The Independent Budget veterans’ service organiza-
tions recommend funding be accelerated to correct current issues.
We all know delayed maintenance results in an exponential increase
in the costs of repairs.

We also recommend in the document certain burial benefits be
increased and enhanced, rather than be eroded as they have in value
over the years.

In the series of benefits recommended, I would like to highlight
one matter. With the heightened interest in increasing the Service
member’s death gratuity from $12,000 to $100,000 or more, the In-
dependent Budget service organizations ask you to recognize that
deaths also result from the wounds incurred in service long after the
last shot is fired.

We therefore recommend a modest increase in the Service con-
nected benefits to $4,100 from the current level of $2,000. That is
one-third of the current rate for those killed in service, in combat. It
1s much less in the sights of what you are currently focusing on.

This request, of course, would restore the allowance to its original
proportion of benefits and burial expense and tell all veterans that
their sacrifice is given in appreciation as it so well deserves.

We thank you, sir, for allowing each of us three minutes to present
our portions of the Independent Budget.

[The statement of Richard Jones appears on p. 104]

TuE CHAIRMAN. Thank you very much. I want to thank the gentle-
men for coming to Charleston. I think it was a very productive day.
Any time we can get out of this town and sit down and have some
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frank discussions, I think it’s a good thing.

The first thing I would ask of each of you, tell me where you were
when you took your oath, either of enlisting or commissioning.

MR. FuLLER. Mr. Chairman, I was at Fort Hollin outside of Balti-
more. I don’t think it exists anymore, and I hope it doesn’t.

THE CHAIRMAN. Mr. Violante?

MR. VioLanTE. I was attending University of Dayton and decided
it was time to drop out of school and enlist, so I enlisted in Ohio and
took my oath in Cincinnati, Ohio.

MRr. CurLLiNAN. Mr. Chairman, I was in the Federal Building in Buf-
falo, New York on August 23rd, and it was warm for a change.

MR. JonEs. Fort Dix, New Jersey, 1970, a few days before Thanks-
giving.

TuE CHAIRMAN. Thank you, gentlemen.

One of the things that I learned is you can take a lot of experts
and you can take a lot of economists, and they build their modeling to
determine the financing. In the end, it still is very difficult, because
we are dealing with a ghost population. People that ebb and flow and
utilize many different systems.

It’s challenging to come up with a good number. The VA uses a pri-
vate sector actuarial firm to help develop their estimates of the funds
needed to provide care to all veterans.

I’d like to know who develops the estimates that are used in the
Independent Budget and what are the assumptions that are used to
ensure that these projections accurately reflect the health care needs
of the enrollees.

MR. FuLLER. Mr. Chairman, we use the same formula that VA uses
in preparing its budget for its submission to OMB. You basically
break down personnel costs, regular inflationary increases and medi-
cal inflation increases, plus projections of increases in demand that
will be placed on the system.

I think you heard a lot about the shrinkage in the number of nurs-
ing home beds in the system today. Likewise, the same is true as
far as mental health beds are concerned. We add initiatives into The
Independent Budget in order to ramp those programs back up, as the
Congress has mandated by statute.

Our budget is accumulated every single year based upon what we
factor the needs are. In past years, we have had communications
with VA officials who called our numbers basically on track.

THE CHAIRMAN. Gentlemen, I think it would be helpful to me, I ap-
preciate your oral testimony, if you would place in writing the science
behind how you come up with your budget estimates. It would be very
helpful. People like to use numbers and they throw them around. If I
know the methodology, how you came up with those numbers, I think
it would be very important. Some people place a lot of credibility with
them, and I need to know.
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MR. FuLLER. We will be happy to provide that, Mr. Chairman.

THE CHAIRMAN. Thank you very much. Mr. Filner?

MR. FiLNER. Thank you for being here. Mr. Chairman, I take it we
are having a meeting tomorrow to submit our views and estimates to
the Budget Committee? Is that correct?

THE CHAIRMAN. Yes, we are, 10:00 a.m. We are to hold a business
meeting tomorrow. That is what we are going to do, we are going
to sit down and talk about it; the challenge we all have is that this
Committee’s views and estimates are to be reported to the Budget
Committee on the 23rd.

MRr. FiLNER. We are not voting on that tomorrow?

ThaE CHalRMAN. We are holding the business meeting at 10:00 to-
morrow morning, Mr. Filner.

MRr. FiLNgr. Okay. The Independent Budget is one that many of
us, certainly on this side, take very seriously.

As T said earlier, the President submitted a Social Security pro-
posal with a couple of trillion dollars worth of borrowing.

If they can propose borrowing for Social Security, if there is borrow-
ing to fund a tax cut, borrowing to fund a war, and yet the veterans
have to stay within this fixed budget. We have the money. It has
been spent everywhere else. We are putting our VA budget under
different rules, Mr. Chairman, and I think that is wrong.

I heard mentioned “core veterans.” Is there any definition of that?
Is there a definition? Does anybody know?

MRr. JonEs. Title 38, there are no words in the code that say this is
a core group to be served. The Veterans Administration was opened
to all veterans according to the appropriations available and gave the
Secretary some authority to make decisions regarding the resources
he had at the time.

MR. FiLNER. I agree with that. I think we can serve all veterans
with high quality health care.

Thank you, Mr. Chairman.

THE CHAIRMAN. I thank the gentleman for his contribution. Mr.
Bilirakis?

MRr. BiLrakis. I find myself agreeing at least in part with Mr. Fil-
ner in that I do also believe -

[Laughter.]

MR. BiLirakis. Come on, we haven’t disagreed that much, for crying
out loud. You just handle it differently than I do.

I believe our veterans deserve complete coverage. I really do. That
may be one of the reasons why I am vice-chair of the Veterans Com-
mittee.

We could probably approach something like that if we would all
work together, but we don’t. You pit us one against the other with
your Independent Budget.

I remember in the days when the other party was in charge. I don’t
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remember an Independent Budget. I don’t remember going through
an Independent Budget business or anything of that nature. I don’t
remember that.

We were dealing with the President’s budget, whoever the Presi-
dent happened to be, and trying to work with that, and in the eyes of
some people, it was good, and in the eyes of other people, it is not so
good. I was generally in the category of people thinking it was not
so good.

Bob, you remember that. We have worked well together over the
years.

As far as the President’s budget is concerned, it is a negotiating
point. It’s a draft. I suspect your Independent Budget is intended to
be a negotiating point or a draft.

I would hope that you would expect us to come up with something
so that we are not pitted against each other. That’s ridiculous for
us to be pitted against one another. I'm not saying you intend that.
That’s really what takes place as a result of your budget versus the
President’s budget and what not.

MRr. FiLNer. With that attitude, I appreciate what you are saying.
We have talked many times about this. I think we have to have a
working meeting and let’s do it.

THE CHAIRMAN. The Committee will stand in recess for a vote.

[Recess.]

THE CHAIRMAN. The Committee will come to order. I will go to Mr.
Bradley for any questions he may have.

MR. BrabLEy. Thank you very much, Mr. Chairman.

In the Independent Budget, in the medical care system, and I
wasn’t expecting to ask the full question, let me see if I can find the
citation, page 79.

You talk about seeing a significant increase in the long term care
needs over the next decade, in particular, the number of veterans 85
years and older are expected to increase by over 400,000.

Could you just talk about that a little bit, where you see things go-
ing with the proposals in the budget?

MRr. FuLLER. As we did back in the mid-1980s when all of a sudden
VA and this Committee saw this huge influx of World War II veterans
and started to make plans for caring for the aging veteran.

We were never very successful in doing that, basically because of
annual inadequate budgets to try to make changes and so forth. The
reports done by the VA called for a huge increase in nursing home
beds and services.

We are projecting now, putting myself in the next generation of
aging veterans, a huge influx not only from the Korean War veterans’
side but also from the Vietnam veterans’ side.

I doubt if VA has any long term plans on how to meet this particular
demand. Ithink we heard today their concept in meeting the demand
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1s to actually shrink eligibility for who are eligible. As the Secretary
said, it is about $400 million in “savings” achieved to enhance the
services for those veterans who remain behind.

Historically, when we have seen this happen in changes in eligi-
bility, you only have to wait for the next budget cycle, and our dear
friends at OMB say well, you are not treating this many veterans so
you don’t need that money and they take it away from you.

I think speaking from an organization that represents people with
very serious disabilities, a nursing home’s the last place in the world
you would want to see an individual placed. Alternative institutional
care 1s something that we have followed very, very closely. As the
Secretary said, it’s the most humane way to do it.

What we need to be careful about, however, is that we don’t say
that is the panacea for the entire problem. We have paraplegics and
quadriplegics who cannot be taken care of effectively at home. The
VA nursing homes have been the safety net in this process. It’s very
difficult to place people like this in the private sector, in a contract
nursing home. They just won’t accept them there.

What we are trying to show here is that we need to move forward
in improving long term care programs because there is going to be
anticipated external demand.

MR. BrapLEY. Do I still have more time? I can’t see the light.

THE CHAIRMAN. Yes.

MR. BrabpLEY. The second question, you talked about the enrollment
fee and the co-pays for priority 7s and 8s. I have to admit, I worked
my way through a lot of this material and read it, but I didn’t see
any description of the category 4, paraplegics that you talked about.
Perhaps you could talk about that a little bit more on the numbers
again.

MR. FuLLER. Care was taken in order to give a higher priority to
those with catastrophic disabilities, who needed specialized services
that they would only find in VA. The statute allowed them to be en-
rolled as a category 4, which gave them some protection from the
Secretary’s authority to dis-enroll people. He could actually dis-en-
roll people in category one through eight if he wanted to under the
statute.

But, it gave them higher level of protection and also ensured they
maintained access. Subsequent to that, because of the way the stat-
ute was drafted, the VA and General Counsel’s Office in VA made
the determination that while they were enrolled as category 4s, those
who had higher incomes and would quality as being either category 7
or 8 would still have to pay all the co-pays, all the fees, the outpatient
fees, the inpatient fees, the prescription fees and everything else.

These are very high end users of the system. A quadriplegic or
paraplegic has multiple prescriptions, catheters, bowel equipment,
pads, skin care, all kinds of things. We have presented this informa-
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tion to this Committee in the past. That comes to a big bill, a huge
monthly bill, which could be hundreds of dollars.

We are seeing in some same cases, it might become so burdensome
that the individual leaves the VA system and its specialized care and
spinal cord injury centers and tries to find a cheaper way to get his
health care and he gets himself into real medical trouble.

That was something that we thought we would bring up to the
Committee. Everybody keeps saying it’s only 7s and 8s and this oth-
ers groups, people including service connected, the indigent and those
with special needs are in a somehow higher category. I just thought
it was important to bring that up.

MRr. BrabLey. That affects about 2 million?

MR. FuLLER. The imposition of the increased co-pays and the $250
enrollment fee affects 2 million enrollees in category 7 and 8. Two
million people would be affected.

ThaE CHAIRMAN. Mr. Fuller, I am glad you gave that explanation. I
believe it really defines the compassion of a nation when they permit-
ted those category 4s and specialty needs. You are absolutely right.
That is very, very expensive, and it’s a cost for which the VA said we
are going to absorb. Would you concur?

MR. FuLLER. I would certainly agree. I think the VA has shown
they can provide certain types of specialized services. If you look at
care for amputees, care for people with spinal cord injuries, care for
blinded veterans and so forth, I think it is only natural that VA would
lead the nation in these and spinal cord injury care as well.

TraE CHAIRMAN. My point is when we absorb that cost, that really
also helps define the compassion of the nation. I don’t hear that very
often. I think it does.

I really get going whenever I see inequities. I like fairness. This
conversation that is happening here in Washington with regard to
the death gratuity, I'm just curious for your personal opinions.

These proposals that are headed this way, the death gratuity will
end up in the Armed Services Committee, which Mr. Evans sits on,
and this Committee would have any Servicemembers’ Group Life In-
surance piece of that.

You are right. We have a burial piece for which The Independent
Budget recommended an increase from the $2,000 to $4,000. There
is a death gratuity to help remediate expenses, some for burial, for
those who do not choose national cemeteries, and we have the SGLI
piece.

Now there has been this eagerness to put our arms around the
veteran and the family and further define compassion. What about
$100,000 if someone dies in the combat theater?

What I ask of you is that in the military, it is all about a team; it is
the team concept. When we do that, we recognize that it can be any-
where from five to seven to one ratio of support personnel to put one
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combatant in the theater. The theater combat operations has even
changed. You could have someone loading a bomb on a B-2 bomber in
Missouri and the bomb drops and kills him, but he’s not in theater, or
he went to the theater and came back.

It’s always changing. We have always been fair. I understand the
Marine Corps has come out now and opposed it because they wanted
everyone to be treated the same. They don’t want to say well, since
you were in combat, therefore you should be treated differently than
someone who wasn’t, yet that guy in combat wouldn’t be successful
had he not been trained right, and the logisticians had not done their
job.

We recognize in the military, for the Army, you wear your combat
patch. That is a sort of in your face. I was there, you weren’t. You
have ribbons that you earned. Then there is this feeling by those
who didn’t go to the war that somehow they are placed at a disad-
vantage.

I'm just curious about your thoughts with regard to some of the
proposals that are bouncing around, and include your thoughts on
SGLI, please.

MR. CULLINAN. Mr. Chairman, representing the Veterans of Foreign
Wars, we certainly understand the impulse to provide a greater ben-
efit to the survivors of those who were killed in combat.

We have to agree with what I believe you are saying, it should be
fair. It should be equal across the board. You could have an indi-
vidual who was killed while loading a bomb or performing some other
task essential to successfully carrying out a combat operation.

It should be equal. It should be across the board. I understand the
impulse though.

THE CHAIRMAN. Do the other gentlemen concur with the testimony
of VFW?

MR. Jongs. Philosophically, it is correct to provide that benefit to
all military individuals, their families, those folks who were killed in
service to country. It is the value that they give to that service that
we should recognize. There is no way we could possibly repay the
family for its loss, but a loss in training, a loss in combat is a loss to
a family of an individual who served this country and helped defend
its cherished freedoms.

THE CHalRMAN. Thank you. With regard to this question on cat-
egory 4, I don’t know what the Committee is going to do yet with
regard to our budget views and estimates. If in fact we say we are go-
ing to cure this inequity between the active duty and those who may
have only served one tour, and create an enrollment fee along with a
deductible.

If we were to exclude the category 4, would there be any objections
from anyone?

MRg. CurLLiNaN. Mr. Chairman, we absolutely do not object to that
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provision, protecting those severely disabled veterans. I'd like to say
something else about that.

The vast majority of those who have served this nation in uniform
did not make it a career, I think 90 percent or something like that.
Among those, you have those who saw Omaha Beach, Korea, Viet-
nam. Today we have Iraq, Afghanistan.

On the other side, we have those individuals who chose to devote
a portion of their lives to military service, a military career. Among
those, there are those who have not seen combat.

While both accomplishments are valuable and important, we have
a problem distinguishing between the worthiness of their respective
services.

What I am saying is we object to the enrollment fee and the co-
pays.

THE CHAIRMAN. Am I to then assume that you do not see an ineq-
uity between charging the deductible and enrollment fee with TRI-
CARE for military retirees, versus someone who only served one tour
of duty?

MRr. CuLLINAN. They have certainly earned the Tri-Care for life
package. On the other hand, the category 8 veterans in the main are
not wealthy individuals. Category 7, although their incomes may
come above the national poverty threshold, they are not rich people.
They need the help and the care that VA provides. They have come
to rely on it.

In that sense, no, we do not perceive - it’s a question of need.

TuE CHAIRMAN. You do not perceive that as an inequity?

Mr. CuLLiNaN. No.

MR. JonEs. Sir, it seems to me we are continuing to speak of these
priority veterans from an economic framework, those with income
above $24,000. I think it is important for us to understand that these
are the soldiers, sailors, airmen and Marines who walk the patrol
somewhere in Iraqi or elsewhere across the globe. They are the he-
roic men and valiant women who answer our nation’s call, and with
God’s grace, they return from service whole and able to continue their
lives without disabling injury or illness.

As we speak, these warriors may be replacing a buddy who yes-
terday gave the ultimate sacrifice. Today, these patriots are ready
to take their place voluntarily in defense of freedom and our way of
life.

The members of AMVETS, in regard to your question, believe that
these men and women whose future income may exceed an income
threshold which currently serves to deny them future health care eli-
gibility should be able to seek care at VA if they have the need follow-
ing their military service.

It is the least our nation can do to those on whom America depends
to defend her liberty. That is AMVETS’ position on that question,
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sir.

THE CHAIRMAN. Mr. Jones, it also is in the statute as needs and
means. Isn’t that correct?

MR. JonEs. Needs and means. Absolutely.

THE CHAIRMAN. We are very challenged by the growing number on
7s and 8s versus the priorities that we face. We recognize that and
talked about that in Charleston; right?

MR. JonEs. Yes, sir. I would say as far as AMVETS goes, we would
be happy to give our place, an 8 or 7, would be pleased to give their
places as long as it is part of the deficit package that has been combed
for lesser priorities.

Let me give you one example of the problem we face right now.
Last year in the Omnibus Budget Reconciliation Act, was placed a
four year $1 billion program to provide health care to illegal aliens.
At the same time, we are talking about pushing 1.1 million 7s and
8s out of the system with a higher co-pay and with a doubling of
prescription marks. It is an user tax on veterans who defended the
country, and yet we are providing $250 million a year over the next
four years to provide health care for illegal aliens.

That 1s the problem with the priorities here, sir. The box that we
are in is an OMB box. The box needs to be more broad. There needs
to be some wisdom in the budget process to comb these things out.

ThHE CHAIRMAN. The box that we are in is the box which we con-
structed. Mr. Evans?

MRr. Evans. I want to thank the panel and the Independent Budget
proposal you have presented. Thank you.

THE CHAIRMAN. Thank you, Mr. Evans. I want to thank you for the
time that you put into the budget submission. We look forward to
working with you. There are many areas on which we agree and find
common interests. We look forward to continued work.

MR. FuLLER. Mr. Chairman, if I could just make just one quick final
comment. We will give you as requested the format of how we de-
velop our budget. I think it would be helpful for the Committee and
for everyone if you requested VA to give you their process as well.

TuE CHAIRMAN. I already have, Mr. Fuller.

The second panel has now concluded. We would ask the third panel
to come forward. We would like to thank our final panel today.

We have Major General William M. Matz, Jr., U.S. Army retired,
president of the National Association for Uniformed Services. Pe-
ter S. Gaytan, director, National Veterans Affairs and Rehabilitation
Commission, American Legion. Colonel Robert F. Norton, U.S. Army
retired, deputy director, Government Relations, Military Officers As-
sociation of America.

General Matz, please begin.
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STATEMENTS OF WILLIAM M. MATZ, JR., PRESIDENT,
THE NATIONAL ASSOCIATION FOR UNIFORMED
SERVICES; PETER S. GAYTAN, DIRECTOR, NATIONAL
VETERANS AFFAIRS AND REHABILITATION COMMIS-
SION, THE AMERICAN LEGION; AND ROBERT F.
NORTON, DEPUTY DIRECTOR, GOVERNMENT RELA-
TIONS, MILITARY OFFICERS ASSOCIATION OF
AMERICA

STATEMENT OF WILLIAM M. MATZ, JR.

MR. MaTtz. Mr. Chairman, on behalf of the members of the National
Association for Uniformed Services, I want to thank you for this op-
portunity to present our views on the proposed budget for the Depart-
ment of Veterans’ Affairs for fiscal year 2006.

I would also like to begin by thanking you, sir, for inviting NAUS to
participate in the veterans’ summit that you organized at the Citadel
last week. This meeting in my view established a great foundation for
our future relationship with you, with your Committee subchairmen,
and also your staff. We also appreciated the willingness during that
summit to listen.

One of the issues brought up at that meeting, and I think everyone
was in agreement with, is the urgent need for seamless transition.
There has been a lot of very good dialogue here today on that.

This is the seamless transition for our active duty and our Reserve
personnel as they depart DOD medical care and transition into the
VA medical care.

Recently, I had a personal meeting with the Commandant of the
Marine Corps in his office as part of my catching up here just taking
over as the president of this association.

During that meeting, he emphasized to me the importance of tak-
ing care of the most catastrophically disabled during this transition
to veterans’ care.

Accordingly, our first priority here with our association is to help
you, sir, and your Committee to continue your efforts toward this
seamless transition, not only for the catastrophically disabled, but
also for all eligible veterans.

We think we can achieve this by implementing the following, and I
will simply give you two recommendations.

First, we need to develop an electronic medical record. This re-
cord will be the cornerstone of any seamless transition initiative. In
today’s world of technology, it makes no sense from my perspective
that a Service member still needs to hand carry a paper record for
four, five, or 20 years, and then upon discharge, have the record sent
to paper archives, then have to start a whole new record when he
shows up at the VA.
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Secondly, we need a single stop separation physical examination.
A Service member takes a physical exam when he is discharged. In
some cases, just days later, they have to take another physical to
qualify for benefits in the VA system.

As part of this single stop examination, we are also recommend-
ing the need to expand VA’s benefits delivery at discharge, the BDD
process, which also was discussed earlier today. Expand that to all
discharge locations in making a determination of VA benefits before
separation.

I think where we have this discharge process now, it is working
pretty well. My members tell me it is working well where it is.

Clearly, this will allow more disabled veterans to receive their ben-
efits in a timely manner.

I think we must of course be realistic, that during the time of bud-
get deficits and with the country at war, dollars for all government
programs are tight. We feel the funds for care and support of our
veterans is money well spent.

Some government officials have stated recently that providing
earned benefits for those who have served is hurtful. In reality, from
my perspective as an infantryman for 32 years, taking care of veter-
ans 1s helpful to the nation’s cause. Also, in my view, I think it will
enhance the recruiting efforts of our Armed Forces.

Retired military and veterans can be among the best recruiters if
they can report their promises were kept after their service was over.
Also, from my perspective, it could have the opposite effect if veterans
don’t receive their promised benefits.

We worked hard on our written testimony and it expands in detail
where a plus-up of funds for the VA is needed. I would enjoin all of
you to please read that.

In closing, we need to continue our efforts towards making the
transition of our departing troops as seamless as possible, and we
need to keep the promises to those who have served to ensure they
will continue, from my perspective, to be among the very best recruit-
ers when our country needs a strong Armed Forces.

Thank you, sir, and the other members of this Commaittee for your
past and your ongoing efforts. We look forward to working with you
as we work through this year.

[The statement of William M. Matz, Jr. appears on p. 114]

ThE CHAIRMAN. Thank you for your testimony.
Colonel Norton?

STATEMENT OF ROBERT F. NORTON

MRr. NorTtoN. Thank you, Mr. Chairman and Ranking Member,
Congressman Lane Evans, and distinguished members of the Com-
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mittee, for the opportunity to appear before you today on behalf of the
370,000 members of the Military Officers Association of America.

First, Mr. Chairman, I want to congratulate you on your appoint-
ment as Chairman. We look forward to working with you and your
new Subcommittee chairs. I also want to say on behalf of our national
president, Admiral Ryan, thank you very much for the opportunity to
participate in last week’s meeting at the Citadel. It was a very useful
opportunity for us, and we really greatly appreciate the time that you
committed to that, to dialogue on veterans’ issues.

I will address three issues from my prepared statement, and ask
that the full text be entered into the official transcript of today’s hear-
ing.

First, MOAA strongly supports full funding for the VA health care
and claims processing systems. With tens of thousands of new veter-
ans returning from combat zones every day and future veterans being
deployed every day, now is not the time to cut back on VA health care,
or to accept continued lengthening of the disability claims backlog.

A nation that can provide an $82 billion supplemental to prosecute
the war must be able to provide for the needs of those who have borne
the battle and their families.

MOAA recommends, as did the Presidential Task Force, that the
Committee support full funding to meet the rising demands in VA
health care.

Second, MOAA believes much more needs to be done to help Service
men and women and their families to make a smooth transition from
the Armed Forces into the VA.

The hand-off between DOD and VA is still plagued with inefficien-
cies that affect active duty troops, mobilized National Guard and Re-
serve soldiers and their families. Action on seamless transition has
not lived up to the talk, Mr. Chairman.

During this time of war, we really need a “Manhattan Project” to
complete action on electronic medical records, VA disability claims
filing before discharge, an one stop separation physical, and electron-
ic DD214, and tracking of military occupational exposures.

For years now, rhetoric has far out paced action, and we have made
very little progress towards these goals. We need greater pressure
on the Defense Department and the VA to get this fixed now so our
veterans will get better access to care and services, and the govern-
ment can finally realize the projected savings.

Thirdly, MOAA recommends restructuring and improving the
Montgomery G.I. Bill. Our forces in the field, active duty Guard and
Reserves, operate as a total force, but the G.I. Bill is built on an out-
moded Cold War platform that sets a firewall between the active duty
and the Guard and Reserve G.I. Bill.

If active duty benefits are raised for the G.I. Bill, the Reserve pro-
gram should be raised proportional to the active duty rate. There are
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huge challenges ahead in recruiting for all components, active, Guard
and Reserve. It will be essential for this Committee and the Armed
Forces Committee to improve and integrate both G.I. Bill programs.
My prepared statement outlines initiatives that we believe are
needed now to modernize the G.I. Bill for the 21st Century force.
Thank you again, Mr. Chairman, for the opportunity to testify to-
day. Ilook forward to your questions.
[The statement of Robert F. Norton appears at p. 120]

THE CHAIRMAN. I thank the gentleman.
Mr. Gaytan?

STATEMENT OF PETER S. GAYTAN

MR. GayTraN. Thank you, Mr. Chairman. Thank you for the oppor-
tunity to express the views of the 2.7 million members of The Ameri-
can Legion regarding the Department of Veterans’ Affairs 2006 bud-
get request.

The American Legion urges this Committee to fund VA at a level
that will ensure all veterans have access to the VA health care sys-
tem. The VA budget must reflect the true demand for care.

The American Legion is concerned about the impact of certain
proposals included in the fiscal year 2006 budget request that seek
to generate increased revenue for VA from the pockets of veterans
instead of through allocation of Federal funds.

The American Legion opposes the implementation of a $250 annual
enrollment fee for non-Service connected priority group 7 veterans
and all priority group 8 veterans. This newly imposed fee would sim-
ply charge currently eligible veterans without providing any guaran-
tees of improvement in access to care at the very system created to
treat their unique needs.

The American Legion would urge Congress to once again reject this
proposal just as it did last year.

While the American Legion applauds the initiatives to eliminate
co-payments for hospice care, to exempt former POWs from co-pay-
ments, and for VA to pay co-pays for emergency care for enrolled vet-
erans at private hospitals, we do not support increasing the phar-
macy co-pay from $7 to $15 for priority 7 and 8 veterans.

While the American Legion realizes the importance of adequately
funding VA, we support other options that would create additional
revenue streams for VA, such as Medicare reimbursement.

The American Legion would rather the VA seek reimbursement
for CMS for all enrolled Medicare eligible veterans being treated for
non-Service connected medical conditions before trying to balance a
budget on the backs of priority groups 7 and 8 veterans.

The American Legion recommends $34.1 billion for VA medical
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care. The American Legion continues to advocate for all MCCF col-
lections to be added to the budget numbers and not be treated as an
offset to the budget.

The American Legion opposes restricting eligibility for state veter-
ans’ homes per diem payments for long term care to veterans in prior-
ity groups 1 through 3 and catastrophically disabled priority group 4
veterans.

The state veterans’ homes have been a successful cost sharing
program between VA, the states and the veterans. Veterans in state
veterans’ homes tend to be without family, indigent, requiring aide
and assistance. This proposal would spell financial disaster for those
homes and would result in a new population of homeless elderly vet-
erans on our streets, especially in those states with poor Medicaid
nursing home reimbursement rates.

The American Legion supports increasing the amount of autho-
rized per diem payments to 50 percent of the costs of nursing home
and domiciliary care provided to veterans in state veterans’ homes,
and full reimbursement for veterans with 70 percent or greater Ser-
vice connected disabilities.

The National Association of State Veterans’ Homes and VA should
develop mutual planning efforts, enhance medical sharing agree-
ments, and enhance use construction contracts with qualified provid-
ers.

Mr. Chairman, the American Legion is fully committed to working
with this Committee to ensure that America’s veterans receive the
entitlements they have earned.

Thank you again for the opportunity to be here today.

[The statement of Peter S. Gaytan appears at p. 131]

TuE CHAIRMAN. Thank you. I appreciate your testimony.

As T opened with other panels, gentlemen, I would like to know
where you were when you took your oath either in enlistment or com-
missioning.

MR. Matz. I was commissioned through the ROTC program at Get-
tysburg College, and it was 4 June 1961 at Gettysburg College.
TuE CHAIRMAN. Thank you. Colonel Norton?

MR. NortoN. Mr. Chairman, I entered the Army from Brooklyn,
New York at Ft. Hamilton on October 19, 1966, and a little over a
year later, I took my second oath as a commissioned officer on August
27, 1967 at Ft. Benning, Georgia. At that time, the Benning School
for Boys.

TuE CHAIRMAN. Right.

[Laughter.]

MRr. GayTaNn. I actually enlisted on July 17, 1991 in Richmond,
Virginia in the Air Force.
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THE CHAIRMAN. Very good. Thank you.

You can do that on your time. He would like to know when your
discharges occurred. I will let you cover that.

Gentlemen, I would like your thoughts. You were here, were you
not, when I asked the second panel questions with regard to the death
gratuity, its impact upon the total force and the team concept which
we have in theater versus those out of theater. I would appreciate
your personal thoughts on the issue.

MR. Gayran. I can speak for the American Legion. We as well as
the VFW understand the urgency to increase the death gratuity. You
brought up the fact that it may be an inequity and how it is awarded
to individuals.

Knowing that the American Legion is a veterans’ services organiza-
tion and we are run with organizational resolutions, since attention
has been given to the increase in the gratuity benefit, the American
Legion is considering that. Your point of view will be taken into con-
sideration.

What you brought up brings a new facet to our debate over support
of the increase in the death gratuity and the fairness of that. The
American Legion is still developing an organizational opinion on ex-
actly which direction that desire to improve the payment for a death
gratuity should be directed.

Mr. Norton. Mr. Chairman, this issue really is about the families
left behind. As all of us have experienced in recent years after 9/11
with the loss of our brothers and sisters in combat, there were also
losses from military training and other accidents.

The families that are left behind, and as you know, most of the force
today is married, have to adjust to this enormous burden of grief and
get their lives back together. To make artificial distinctions about
deaths in combat zones as opposed to other aspects of military service
is artificial, and this really does a great disservice to these families
whose wives, sons, daughters, et cetera, have given the ultimate sac-
rifice to our country.

MR. Matz. Clearly, sir, an increase in the death gratuity is needed,
number one.

Number two, I guess to second my colleagues here, death is death,
whether it is on the battlefield or whether it is someone who is serv-
ing at Ft. Benning and something happens. We as an association,
and I honestly cannot say I've gone out and polled all my 180,000
members, but in anticipation of this question, I did do my best to try
to get a feel from them and sort of see what the reaction would be if
it did not go to everybody, so clearly our association is with these two
folks here.

We feel if it is going to be increased, it is about the families and it
should be increased across the board.

THE CHAIRMAN. Mr. Evans, you are now recognized for any ques-
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tions you may have of this panel.

MR. Evans. I just want to thank them again. We appreciate you.
Thank you, Mr. Chairman, for holding the hearing again.

TuaE CHAIRMAN. Thank you, Mr. Evans. Mr. Bradley?

MR. BrapLEY. Thank you again, Mr. Chairman. It’s been a great
hearing.

Not a lot of attention has been paid to prosthetics issues and re-
search this morning and now this afternoon. The Independent Bud-
get, I believe, recommends a $67 million increase over the President’s
submitted budget.

Given the 10,000 injuries that we are experiencing in Iraq and a lot
of soldiers are coming home with injuries that they would not have
survived in past conflicts, and that involves also the limb, would you
care to comment on that issue, any of you?

MR. GayTan. I can comment for the American Legion, aside from
the Independent Budget’s recommendation. If you look at the full
testimony from the American Legion, our staff, and this may come in
line with your question earlier, Mr. Chairman, about developing our
recommendations for the budget, our staff analyzes the prior bud-
gets, takes into account the inflationary increases in medical costs,
and also the anticipated influx of veterans.

With the war going on, as you mentioned, and the advances in
battlefield medicine and battlefield care and the armor that is being
worn by these individuals, in past wars, those lives may have been
lost on the battlefield, where those individuals are coming back with
life altering disabilities due to those improvements in protection.

The American Legion recommended an increase for medical pros-
thetics research as well, equivalent hopefully to the impact of those
veterans returning from Iraq and Afghanistan.

MR. NortoN. I would only add, sir, that I've been to Walter Reed
and I've seen some of the amazing technologies that have been de-
veloped and are being developed for those who are wounded in the
conflicts in which we are involved today.

To me, there is really not enough that we can do for these great
young heroes that come back wounded in mind or body. As Pete indi-
cated, there is an enormous opportunity to further refine and develop
these technologies to restore as much function as possible.

A robust prosthetics budget is very, very important to those who
have really suffered horrifically in these conflicts.

MR. Martz. I would concur wholly with that. Another point I would
bring out, as you know, so many of these young men and women who
are being hit with these IEDs, it’s a dirty infantry war over there,
they are losing their limbs but they are coming back here. They are
being rehabilitated and they want to stay in the Service. They want
to continue to serve for you and I. The Service wants them.

Whatever you can do to increase that budget for these prosthetic
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devices, I would encourage it.

MR. BrabpLEY. Thank you, Mr. Chairman. I yield the balance.

THE CHAIRMAN. Thank you. I would also, as I asked the last panel
with regard to the Independent Budget, ask the American Legion
the same question, since your testimony was an exact number. You
recommended $31.4 billion with regard to health care. I would like
for you to submit to the Committee, and as a matter of fact, as soon
as possible, because we have until the 23rd to get our budget submis-
sion, I would like to know the methodology and your modeling with
regard to your tables and how you made your predictions, assump-
tions, and estimates, to come up with this number of $31.4 billion,
please.

MR. GaYTAN. Yes, sir.

THE CHAIRMAN. With regard to the testimony of the Secretary and
you have heard my remarks, with regard to what I refer to as an ineq-
uity between the active duty who are charged the higher co-pays, de-
ductibles, enrollment fees, than someone who may have only served
one tour of duty, do any of you gentlemen have an opinion?

General Matz, do you think that is an inequity or do you think it
is not?

MR. Matz. First of all, and we have talked about this, the issue on
the 7s and 8s. I'm just getting into this. I believe that when we were
bringing the 7s and 8s into the programs, they were really strongly
encouraged to come into it.

My feeling and our association’s feeling is we made them a promise.
We should not go back now and charge them the $250 just to enroll in
a program, and increase the pharmacy co-pay.

Our position is we should not touch that. However, what the Com-
mittee might want to consider is if you open it up again, if it’s opened
up again to other 7s or 8s, you might want to address it with those
people. However, those people who are currently in the program now,
the 7s and 8s, should not have to pay this additional fee.

MRr. NorTtoN. Mr. Chairman, I think you addressed part of this
earlier. You made a comment, I think you made reference to whether
there should have been enrollment fees done back when when eligi-
bility reform was enacted.

As General Matz indicated, when open enrollment was implement-
ed in 1998, which started the open enrollment era, that continued
through two Administrations, four years running, and those folks
came under a certain set of “rules and engagement,” if you will.

We feel it is unfair at this point to go back and change the rules on
them. They were folks who were invited into the VA to help the VA
transform itself from a hospital based system then to a comprehen-
sive outpatient based system today.

We don’t think it is fair to turn around and transfer the responsi-
bility for funding the care that they came into the system onto their
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backs.

I would also say, too, Mr. Chairman, if I might, that we are really
not in the business of pitting one group of veterans, retired veterans,
against other veterans. We just simply don’t care to go there.

THE CHAIRMAN. Colonel Norton, we have a problem. We have a prob-
lem, gentlemen. Whether you want to say it or whether we want to
dance, we have a military retiree that is waiting in that waiting area
but has to pay that enrollment fee and higher co-pays and deductibles
versus someone whom may have only served one tour of duty.

I just want you to know, we can talk about it, we can do the foren-
sics of it, but I just throw out we have to cure something that we have
in front of us.

MR. NorTON. A substantial number of these veterans, 7s and 8s,
Mr. Chairman, as you know, are Medicare eligible. They have paid
into Medicare over a life time of work. It seems to us that a more
practical long term sustainable way to take care of them in terms of
non-Service connected conditions, would be to allow them to use their
Medicare benefit in the VA health care system.

THE CHAIRMAN. I have been an advocate of co-pays and deductibles
for a long time. It is about modulating the utilization rate. People
can say whatever they want about why we use them. I've heard that
testimony here today.

I just want you to know as I do my oversight over health systems,
that is what we do. You both belong to very strong organizations,
along with some others, who helped me when I created TRICARE for
Life. I didn’t have any pushback with regard to co-pays and deduct-
ibles.

We conclude this third panel. I ask unanimous consent for general
leave for members to submit opening statements and questions for
the record within five business days.

This will complete our hearing. We thank you for your testimony.

[Whereupon, at 1:36 p.m., the committee was adjourned.]
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PREPARED STATEMENT OF CHAIRMAN BUYER

Mr. Secretary, I am glad you can be with us today to share with the
Committee the President’s proposed budget for 2006.

Those of us on this Committee take very seriously our responsibil-
ity to ensure that VA provides the highest quality of health care for
those who are enrolled now and those who will enroll in the future.
We are honored by the trust placed in us by our respective caucuses.
Capitol Hill can be a very partisan place. But when we walk through
this hearing room door, we leave labels and partisanship outside.

That does not mean we always agree. We do not. But we commu-
nicate—sometimes it is hard—but we work together so that we can
provide the best possible services to those who have left freedom in
their footsteps.

Our guiding principles are no different than of those who served.
Last Friday, I held an offsite meeting with many Veterans and Mili-
tary Service Organizations in Charleston, South Carolina, on the
campus of The Citadel.

We discussed how and where each participant who served in the
military took the oath of enlistment or commission.

The Vice Chairman of this Committee, Mr. Bilirakis, can remember
where he took the oath in the Air Force.

Mzr. Brown can recall where he took the oath for the South Carolina
National Guard.

The same is true for Mr. Evans in the Marine Corps. or Corporal
Vic Snyder who served in Vietnam with the Marines.

Service in the Armed Forces does not make one person more patri-
otic than another. We all serve this country in different ways. One
might have a father who served and now work on behalf of veterans
in a VSO. Another may not have served in the military but serve
here in Congress and took their oath across the street.

Mr. Secretary, I am sure you, too, can recall where you took your
oath. I hope you will share that with us.

Those who serve have instilled in them certain values—military
values:

Navy and Marine Corps: Honor-Courage-Commitment

(56)
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Army: Loyalty-Duty-Respect-Service-Honor-Integrity-Courage

Air Force-Integrity First - Service before self - Excellence in all
that we do

Coast Guard: Honor-Respect and Devotion to Duty

Merchant Marine: Integrity from within — Respect for others —
Courage in adversary — Service above self.

On Friday at the retreat, we all agreed that these are the same
values in which we serve now and which define our commitment to
care for those veterans with service-connected disabilities, those with
lower incomes, and those with special health care needs.

It is our job to receive this budget today, to listen and learn about
how this Administration seeks to better the VA and ensure that our
health care resources continue to be concentrated on care for enrolled
veterans most in need of VA services, to make certain that our re-
search continues to push the bounds of science in prosthetics, hearing
and so on, to have a seamless transition from DOD to VA, to provide
for the timeliness of compensation and pension claims, and to make
sure that those men and women who come back receive not just gov-
ernmental assistance but receive an opportunity to live.

Mr. Secretary, several weeks ago we met and discussed these very
same issues. We talked about how our role is not to provide just gov-
ernment assistance. Many of us have been to Walter Reed or Bethes-
da. We know first hand the significant challenges those men and
women face. Some will need mental health, some will need physical
therapy, and some will need to learn to walk or throw a ball.

We stand in amazement at their sacrifice and those willing and
eager to join back with their unit. For those who cannot go back but
instead go home....it is our job to make sure they have the ability to
go home and be productive members of society and to live their life.
To have every opportunity to succeed.

Mr. Secretary, I know from our conversation that you will join Mr.
Evans, this Committee and me in this endeavor to make the VA the
best it can possibly be.

I thank you again for your service to country both as a Ranger and
for answering the call of this President as Secretary of Veterans Af-
fairs. I look forward to hearing your testimony today and working
with you in the future.
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PREPARED STATEMENT OF CONGRESSMAN EvVANS

“It Is a sign of how desperate the Bush administration is to protect tax cuts for the wealthy
while also trying to reduce runaway deficits that it would call for veterans to pay more for
their health benefits. Congress should reject this proposal out of hand and put enough
money into veterans' health care to end the inexcusable waiting lists at many veterans’
facilities.”

-- editorial, Boston Globe, Feb. 8, 2005

Statement of Rep. Lane Evans
Ranking Democratic Member
House Veterans’ Affairs Committee
Before the Full Committee Hearing on the
President’s FY 06 Budget for the Department of Veterans Affairs
February 16, 2005

The budget submitted by the White House to this body on February 7 is one of
the most dishonest, disingenuous, and insensitive documents I have seen in over two
decades in Congress. While attempting to hide “off-budget” the true impact of its
Social Security privatization proposal, its tax cuts for millionaires and, perhaps most
astounding of all, the costs of the wars in Iraq and Afghanistan, the Bush
Administration arrogantly dismisses the exorbitant costs of its agenda.

Taken together the Administration’s priorities will contribute to a deficit
almost beyond comprehension that will saddle current and future generations with
trillions of dollars of debt. Under the Administration’s agenda, a 10-year surplus of
$5.6 trillion projected in 2001 will become a $3.9 trillion deficit — a deterioration of
$9.5 trillion with which we, our children, and our children’s children will have to
struggle.

To pay for its costly agenda, the Administration wants to cut services for
Americans across the spectrum. But nowhere is its arrogance more evident than in its
failure to recognize the sacrifices of those who have worn this country’s uniform and
their families. In his State of the Union message, President Bush saluted the bravery
and sacrifice of our troops abroad. He also said that this grateful country will do
everything we can to help them recover. The flat-lined budget he has proposed,
which devastates programs for America’s veterans, instead makes a cruel mockery of
his own rhetoric.
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The Administration’s budget not only severely shortchanges the nation’s sick
and disabled veterans, seeking to force hundreds of thousands of additional deserving
veterans out of the VA health care system and commencing the abandonment of its
long-term care obligation, among other things, it does so — shockingly — at the height
of a war that will create hundreds of thousands more veterans who will need the
system today, tomorrow and years into the future. On the issue of veterans’ benefits,
this Administration has lost its moral compass.

For fiscal year 2006, the Bush Administration requests a scant 0.5% more than
Congress recently appropriated for the VA in fiscal year 2005. This will force the
Department of Veterans Affairs to sustain and broaden a practice of rationing care to
veterans that has been a hallmark of the Bush Administration.

Under the Administration plan, without collections, VA medical programs
would receive a 0.4% increase over the funds appropriated for fiscal year 2005,
ignoring the 13-14% VA itself has testified it needs annually to even maintain a
current level of health services. When excluding the Administration’s proposed new
fees and increased copayments, proposals we Democrats on the Committee will
adamantly oppose, the budget also falls well below the amount the Congressional
Budget Office estimates VA needs to maintain purchasing power at the 2005 enacted
level.

The bottom line is that this budget is at least $3.2 billion short in discretionary
funding just to keep the VA ship afloat without forcing one veteran to pay for another
veteran’s care.

For the third straight year, the President’s budget would have Congress impose
a $250 annual enrollment fee for medical care on Priority 7 and Priority 8§ veterans
(the latter of which can no longer enroll for VA care under administrative edict), and
more than doubles the amount they pay for prescription drugs. These are veterans
whose conditions are not service-connected and who have incomes above VA means-
tested levels. According to the Administration’s own figures, this will result in
driving 213,000 additional veterans out of the system.

But what is most galling is the Administration’s position that these veterans,
Priority 7s and 8s, are not deserving of VA care because they are — and this is quite
misleading — “higher income” and might therefore have other health care options.
This group of veterans, in fact, includes combat-decorated veterans and others who
served honorably and whose annual incomes exceed $25,000 (single) to slightly more
than $35,000 (five or more dependents). A significant number of them lack health
insurance (in 2001, 6.4%, but likely more as the number of uninsured Americans
continues to grow), and some are not eligible for Medicare.
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In the private sector these veterans are not going to receive the veteran-
sensitive, specialized treatment that VA can provide. Without VA, some will fall
through the health care cracks altogether. Moreover, many in the veterans’ affairs
community have serious concerns that the VA health care system may not remain a
viable independent system without these veterans as patients, so all veterans may be
adversely affected by such policies. The Administration’s push to oust deserving
veterans from the system also endangers VA’s other missions of educating the
Nation’s health care professionals, conducting research and serving as back-up to the
Department of Defense in the event of war.

The Administration’s intention to weaken the VA health care system is further
clarified by its call for a staff reduction of 2% in its medical care business line. That
amounts to the removal of more than 3,000 health care employees, mostly nurses, at a
time when there is, in fact, a nursing shortage in VA.

The Bush Administration’s budget proposal would eviscerate VA’s nursing
home program and state home nursing care programs. The budget seeks to repeal the
law that requires VA to maintain a certain level of long-term care beds in its own
facilities. It halts funding for state grants for critically needed extended care facilities
and reduces by 61% the census it supports in existing state homes by reducing per-
diem payments.

The Administration proposes to limit eligibility for nursing home care in all of
its venues. This could be particularly problematic as States, which are already
struggling with long-term care costs, attempt to rein in their programs. Persons over
the age of 85 are those most likely to need long-term institutional care. The number
of veterans over age 85 is expected to double in the next eight years. The
Administration wants to pull the rug out from under our oldest veterans right at the
peak of their need for long-term care services, These cuts will leave older and less
severely disabled veterans with no place to go.

The President’s budget request also requires VA to identify and implement a
total of almost $1.8 billion in so-called “management efficiencies,” and to use these
phantom efficiencies to offset health care funding. It remains unclear where or if VA
officials are finding these “efficiencies.” Here’s how this smoke screen works: 1)
pick a savings amount, any savings amount; 2) deduct the amount of the projection
from the budget; and, 3) call it increased funding when, in fact, it doesn’t materialize
and its effect is to further limit access to care.

As troops return home from Operation Iraqi Freedom and Operation Enduring
Freedom, VA will eventually become responsible for many of their health care needs,
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particularly for those with injuries that may last a lifetime. Many of these
servicemembers will require ongoing rehabilitative care for their injuries -- both
mental and physical. As of December 2004, VA had treated roughly 32,684 of the
210,000 veterans from these deployments. We agree with the Independent Budget on
the necessity of a significant infusion of funds to ensure that veterans are able to
receive the best sustaining care available for their problems.

Recent studies have shown that a significant number of returning troops (up to
17% or more) are demonstrating a need for post-deployment mental health
intervention. Troops’ mental health issues range from acute and transitory anxiety
and readjustment disorders to more chronic and severe problems, even psychoses.
We believe VA must stand ready to provide immediate relief to servicemembers who
return requiring its services. Experts indicate that immediate intervention may be the
surest remedy to preventing some long-term and chronic disorders.

The President’s budget also cuts $9 million from VA’s renowned medical and
prosthetic research program, whose achievements have benefited veterans and non-
veterans alike. As advocates are quick to point out, without appropriated research
dollars, these programs fail to draw competitively based funding from private and
other government sources. With continued cuts to its appropriated funding levels, the
system continues to be challenged to fund merit-reviewed projects that could greatly
benefit veterans and other Americans.

Under the Bush budget, there are no new initiatives to improve the
administraton of benefits to veterans. Because over a quarter million men and
women of the reserves have served on active duty for the period for which they were
called up, they are now eligible for a full range of veterans’ benefits.

As thousands of veterans return from the war in Iraq and hostilities in
Afghanistan with service-connected disabilities, they are offered service-connected
disabled veterans life insurance of only $10,000 for which they pay excessive
premiums based upon an actuarial table that is 65 years out of date. In addition, the
surviving spouses of those who have given their lives will receive a transitional
benefit of an additional $250 per month for only two years if they have dependent
children under age 18. A VA study of survivors’ needs recommended the additional
benefit for five years.

At a time when we are asking young men and women to give their lives in
service around the world, we must assure that those they leave behind -- their
widows, widowers and orphans -- are properly cared for. This budget does not do so.



62

Veterans should expect to receive an accurate and timely decision on their
claims for compensation and other benefits. In its latest budget the Administration
claims to add 113 full-time employees to adjudicate veterans’ claims for benefits such
as compensation for service-connected disabilities. However, the increase is funded
with emergency one-year funding and will require VA to freeze hiring before the end
of 2006 in order to meet the reduced FTEE level for 2007.

Particularly troubling with the increase in appeals from veterans is the
Administration’s decision to curtail training and necessary upgrades or replacement
of computers. Veterans deserve an accurate decision the first time they file a claim.
Without training and appropriate computer upgrades, it will be impossible for
veterans to receive the high quality assistance and decisions they deserve.

Moreover, veterans who are appealing decisions to the Board of Veterans
Appeals can expect to see a dramatic increase in time to resolve their appeals. Since
President Bush took office in 2001, the number of pending appeals has increased
from 87,291 to 151,803. Almost 75% of those who appealed VA regional office
decisions in FY ‘04 had those decisions remanded or reversed by the Board of
Veterans Appeals. With the reduction in staff proposed for the Board of Veterans
Appeals in the Administration’s FY 2006 budget, the backlog of pending appeals will
continue to grow. It is unconscionable that veterans who are appealing decisions for
benefits based on their service-connected disabilities will be required to wait years for
a decision.

I hope the Members of the Committee on both sides of the aisle will see the
President’s budget for what it is — an almost total waste of paper and our time. We
must put forth a budget for veterans that bases the bottom line on the needs of those
who have worn the uniform, not on satisfying the desires of millionaires to avoid
taxes and on other misplaced priorities.

I want to thank the veterans’ organizations that, for the 19" consecutive year,
have put together a well-researched, well-considered, fully developed and responsive
independent budget for veterans’ benefits and services. I'd also like to thank those
other organizations that have submitted their views and comments and that,
universally, have rejected the Administration’s budget.

I would like to associate myself with remarks in the prepared statement of one
of the organizations that makes up the Independent Budget group: “In place of
dollars, we are presented with a budget that relies far too heavily on gimmicks,
accounting tricks, and on forcing some veterans to pay for the health care of other
veterans ... This is not a lean budget, rather, it is a budget designed to strangle a
health care system relied upon by sick and disabled veterans.”
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The Honorable Michael Bilirakis
Committee on Veterans’ Affairs
February 16, 2005

“Hearing on the Fiscal Year 2006 Department
of Veterans Affairs Budget Request”

Mr. Chairman, I want to commend you for scheduling this timely
hearing on the Administration's Fiscal Year 2006 budget request for
the Department of Veterans Affairs. I would also like to take a
moment to welcome the new VA Secretary, Jim Nicholson, and our

other witnesses to the Committee this morning.

Like most members of the Committee, I have been hearing from the
veterans in my district regarding the Administration’s budget
recommendations. I am anxious to hear directly from Secretary
Nicholson on the Administration's overall budget request for the

upcoming fiscal year and how it addresses the needs of our veterans.

There are a number of issues in the budget which are of specific

interest to me, but rather than spending time to raise them now, I

will wait until the question and answer period to discuss them.
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In addition to hearing from the Secretary, I am also anxious to hear
the recommendations of the authors of the Independent Budget as
well as those of other witnesses. The veterans’ service organizations
often provide us with valuable insight into the day-to-day operations

of the VA and its needs.

As the representative of a district with a large veterans’ population, I
strongly believe that we must do everything we can to repay the
great debt that we owe the men and women who answered the call to
duty. Iknow my Committee colleagues share my dedication to
veterans, but I hope that everyone will keep an open mind on the
issues before us today as we listen to our witnesses so that we can
work together on a bipartisan basis on behalf of our Nation’s

veterans. We can accomplish so much more by working together.

As always, Mr. Chairman, I look forward to working with you and
the other members of our Committee to ensure that our veterans

receive the benefits they earned through their service to our country.



65

Opening Statement of Congresswoman Herseth
Veterans Committee Budget Hearing
February 16, 2005

Thank you to everyone for being here to discuss the Department of
Veterans Affairs budget request for Fiscal Year 2006.

First, I would like to thank the Department of Veterans Affairs for
the tremendous work it does on behalf of our Nation’s veterans.
We owe an enormous debt of gratitude to the men and women who
everyday provide health care and benefit services to our country’s
veterans.

Secretary Nicholson, [ want to congratulate you on your recent
appointment and thank you for your service to our country. I
understand the difficulties of your job and budget constraints your
agency is forced to deal with.

While I am pleased that the President’s overall budget includes
increased pay and funding for our soldiers serving overseas in Iraq
and Afghanistan, I do not believe we are doing enough to
adequately provide care for these young men and women when
they return home.

The wars in Iraq and Afghanistan have created a new generation of
veterans. Thousands of these young men and women are coming
home afflicted with physical and mental wounds. This influx of
patients is putting a heavy burden on our VA hospitals. It is our
responsibility to ensure the VA receives the funding it needs to
care for this new generation of veterans.

Not only are we not providing adequate funding for our nation’s
veterans, but the President’s budget is once again asking them to
pay more out of their own pockets for the services they werc
promised.
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This budget proposal requests authority to implement a $250
enrollment fee for Priority 7 and 8 veterans and an increase in
pharmacy copayments for these same veterans. Many veterans can
not afford these extra costs. In addition, I find it difficult to ask
veterans to pay more for care that they already paid for with their
service.

Finally, in talking with veterans in my state, I have found that
many of their concerns deal with the lack of access to medical
care. In rural states such as South Dakota many veterans have to
travel hundreds of miles to simply reach medical facilities. These
rural veterans are often ignored when it comes to debating what is
best for veterans’ health care. I hope that as we discuss the budget
today we do not forget our veterans in rural America who struggle
to merely access VA medical facilities and depend heavily on
Veterans Community Based Outreach facilities.

The Department of Veterans Affairs has made some tremendous
improvements in recent years. However, I believe the budget
includes much room for improvement. I look forward to working
with my colleagues and the members of the Department of
Veterans Affairs to find solutions to these challenges.

I am pleased that we have the opportunity to hear from today’s
panel and am grateful to have the opportunity to hear your
suggestions and answers to many of the challenges and questions
facing our nation’s veterans. [ look forward to hearing your
testimonies.

Again, I want to thank everyone for taking the time to be here and
discuss these imiportant matiers.
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Lar. Gt BN
Statement for the Record
Committee on Veterans Affairs
FY06 Budget Hearing
February 16, 2005
334 Cannon HOB

Thank you Mr. Chairman.

I appreciate the Secretary coming here to present the budget in person. A budget this
poor is usually mailed or phoned in.

Veterans are not a drain on the budget. They are an integral part of our nations defense
infrastructure. As the Department of Defense undersecretary for personnel and readiness
said, "The amounts [paid to military retirees and veterans health care] have gotten to the
point where they are hurtful. They are taking away from the nation's ability to defend
itself.”

This statement, while made by the Department of Defense, is echoed by the Veterans
Administration. The budget you submitted does nothing to address the ban on Category
7 and 8 veterans who served this country and by the grace of god were not injured in their
service to their country. They served their country and now cannot get health care,

In fact, you TAX those veterans who come to the VA for health care services and were in
the system before you put this policy into effect.

This seems like the same dance we go through every year. Each year you try to impose a
tax on veterans to pay for your tax cuts for the wealthy. Each year Congress says no and
funding is properly given to veterans health care.

Dead On Arrival. That is what I thought when I saw the $250 annual enroliment fee and
an increase of 114% for the pharmacy co-pays.

According to your own numbers, this will cost veterans over $2 billion over the next five
years and force out roughly 213,000 veterans from the veterans health care system.

‘We have all these veterans coming back from Iraq and Afghanistan as soon as the stop
loss order is rescinded for military personnel, and I do not see any efforts to ramp up
efforts to deal with these men and women.

Some of the programs that are negatively affected are:

¢ VA is currently projecting that it will eliminate 2% of its direct medical care
employees (more than 3,000 full-time employees—mostly nurses).

¢ The Administration is requesting Congress to place a virtual moratorium on state
grants for extended care facilities
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The Administration proposes to eliminate more than half (61%) of the census it
currently funds in per diem payments for state homes

The Administration proposes to limit eligibility for nursing home in all of its
venues (VA, community and state) to only the most highly service-connected
veterans and those with short-term needs.

When the CARES program was initiated, it was based on a commitment of $1
billion a year for new construction. This budget proposes only about % of this
amount {$540 million) for major construction for FY 06.

Medical research is reduced by $ 9 million

The budget proposes a reduction in staff at the Board of Veterans Appeals. This
will result in longer times for veterans to receive a decision on a claim for benefits
which is appealed. The number of appeals pending as of February 5, 2005 was
151,031, About half of these appeals will not be resolved at the regional office
level and can be expected to receive consideration by the Board. Last year the
Board issued 38,371 decisions, a 22% increase over the prior year. Without
additional funding the backlog of claims at the Board will increase. Veterans
whose claims were decided within 170 days in 2004 can expect to have the time
increased to 391 days by the end of 2006.
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Chairman Jeff Miller
FY06 Budget Hearing
Statement for the Record

February 16, 2005

Thank you, Mr. Chairman.

First, I want to welcome you Secretary Nicholson, and thank you and your dedicated staff
for all they do for our returning servicemembers and veterans.

Too often, people look to criticize the Department without taking into account all the
positive accomplishments you can point to.

Let me talk briefly about the Veterans Benefits Administration side of the VA budget
request. It is promising that while the backlog of claims is beginning to decline — albeit
slowly — quality is not suffering.

In each of the areas for which my subcommittee has jurisdiction, I note an increase in
funding and staff. Although I am certain that some here today will find fault with this
proposal, to me this is a budget blueprint that we can work with under our current fiscal
constraints.

I am concerned, however, with the amount allocated toward restoration and repair
projects at our nation’s veterans’ cemeteries. The last thing we can do for a veteran is
offer a dignified final resting place befitting their military service. As you know, the
Logistics Management Institute in 2002 identified more than 900 infrastructure
deficiencies at both open and closed cemeteries — at a cost of $279 million — yet the
budget request to this end is just $14 million. That won’t make a dent in the needed
repair projects.

I will be submitting questions for the record, and look forward to your responses.
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OPENING STATEMENT OF
LUIS V. GUTIERREZ
HOUSE COMMITTEE ON VETERANS’ AFFAIRS
““Hearing on the President's Proposed FY 2006 Budget for the
Department of Veterans Affairs”
WEDNESDAY, FEBRUARY 16, 2004 - 10:00A.M.

Mr. Chairman, I would like to thank you for holding this hearing to examine
the Veterans Affairs budget request for Fiscal Year 2006. I look forward to
the testimony of the new Secretary of Veterans Affairs, Jim Nicholson, and
the invited panelists.

The Fiscal Year 2006 VA budget request makes it abundantly clear that the
Administration believes that taking care of our nation's veterans is not a
priority. I certainly cannot support a budget that does not adequately and
fully provide for our veterans, and this budget is inexcusable and
reprehensible.

1 am particularly concerned with the Administration's continued insistence
on balancing the budget on the backs of our nation's veterans and their
access to VA health care. Again, this committee is faced with a budget
request that includes a doubling of co-payments for prescription drugs and
instituting a $250 enrollment fee for Priority 7 and 8 veterans. This is the
third year in a row that the President has requested an enrollment fee, and I
look forward to working with the committee to ensure that the third time is
not a charm for this request. It was bad policy the first time and it is bad
policy today.

‘When the budget request is adjusted not to include an enrollment fee and
increased co-payments, the President's request is only .5% above last year's
funding level. This virtual flat lining of the budget is an insulting response
to the VA's own testimony that medical programs will need a 13-14% annual
increase to maintain the current level of service. Early analysis shows that at
the President's funding level, more than 200,000 veterans will be pushed out
of the VA health care system.

T am also concerned about the message the President's budget sends to
veterans in my home state of Hlinois. As you may know, Illinois veterans
rank 50th in the nation for the amount of benefits compensation they receive.
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Unfortunately, the budget request calls for staff reductions at the Veterans
Benefits Administration (VBA). It is hard to imagine a scenario where
cutting staff provides a solution to the growing disparity in compensation to
Hlinois veterans.

Equally as troubling is the proposed reduction in staff for the Board of
Veterans Appeals. Since President Bush took office, the number of pending
appeals has grown from 87,000 to 154,000. Many of veterans living in
1llinois who wish to challenge the disparity in compensation they have been
dealt, would only be met with longer waits and less attention if the
President’s budget is adhered to.

Currently, the VA's Inspector General is investigating the benefit
discrepancies faced by Illinois veterans. 1am sure that the Inspector General
will not feel that staff reductions and larger numbers of pending appeals
before the Board will provide Illinois veterans with greater equity in
compensation. When these men and women come home, they should not
have to fight a government agency for disability benefits as hard as they had
to fight our enemies abroad. They should be treated as heroes and as patriots.
They should get the best services, ample compensation for their sacrifice and
the proper appreciation for their courage.

The annual occurrences of under-funding, increased fees and
disappointments are all the more reason to move forward with Ranking
Member Evans' mandatory funding bill. It is encouraging that a growing
number of major veterans' service organizations, many of them here today,
are making mandatory funding one of their highest priorities. | hope that we
can answer the call of these veterans, much like they so honorably heeded
the call to service when our country needed them most.

Mr. Chairman, I thank you for this hearing and hope that we move quickly
toward fully acknowledging the service and sacrifice our veterans have
given this country. I thank the panelists for joining us today, and I look
forward to your testimony.
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STATEMENT OF THE HONORABLE R. JAMES “JIM” NICHOLSON

SECRETARY OF VETERANS AFFAIRS

FOR PRESENTATION BEFORE THE
HOUSE COMMITTEE ON VETERANS’ AFFAIRS

February 16, 2005

Mr. Chairman and members of the Committee, good morning. | am deeply
honored that the President has given me the opportunity to serve as Secretary of
Veterans Affairs. My service in the United States Army was the defining
experience of my life and instilled me with a strong sense of duty, honor, and
country. | look forward to working with you and the thousands of dedicated
employees who are carrying out the compelling mission of the Department of
Veterans Affairs (VA) by ensuring the delivery of timely, high-quality benefits and
services earned by our servicemen and women who have sacrificed so much in
defense of freedom.

| am pleased to be here today to present the President’'s 2006 budget proposal
for VA. The request totals $70.8 billion—$37.4 billion for entitiement programs
and $33.4 billion for discretionary programs. Our budget request for
discretionary funds represents an increase of $880 million, or 2.7 percent, over
the enacted level for 2005.

With the resources requested for VA in the 2006 budget, we aim to build upon
many of the Department’s achievements that have dramatically improved
benefits and services to veterans and their families since the President came to
office. The most noteworthy accomplishments are that VA:
e provided health care to about 1 million more patients
+ improved the quality of patient care that sets the national standard of
excellence for the health care industry
« dramatically lowered the backlog of rating claims for disability
compensation and pension from a high of 432,000 to 321,000 (for all
claims the backlog peaked at over 600,000)
» reduced the average length of time to process compensation and pension
claims from a high of 230 days to approximately 160 days
o continued the largest expansion of the national cemetery system since the
Civil War to honor veterans with a final resting place and lasting memorial
that commemorates their service to our country.

With strong support from the President, VA has made excellent progress in
sharpening its focus on more effectively meeting the needs of those veterans
who count on us the most—veterans with service-connected disabilities, those
with lower incomes, and veterans with special health care needs, | fully support
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this strategy and am committed to ensuring that our health care resources
continue to be concentrated on care for veterans most in need of the
Department’s services. As an integral part of this focused strategy, we will make
it a top priority to provide ongoing benefits and services {o the servicemen and
women who served in Operations Enduring and Iraqgi Freedom. VA's goal is to
ensure that every seriously injured or ill serviceman or woman returning from
combat receives priority treatment and consideration. We will continue fo work
closely with the Department of Defense (DoD) to develop ways by which to move
records more efficiently between the two agencies, share critical medical
information electronically, protect the health of troops stationed in areas where
environmental hazards pose threats, process benefit claims as one shared
system, and in every way possible, ease their transition from active duty to
civilian life.

Medical Care

The President’s 2006 request includes total budgetary resources of $30.7 billion
(including $750 million for construction and $2.6 billion in collections) for the
medical care program, an increase of 2.5 percent over the enacted level for
2005, and more than 47 percent above the 2001 level. The $750 million in
construction will be devoted to the Capital Asset Realignment for Enhanced
Services (CARES) program, bringing the total Department investment to $2.15
billion over 3 years.

Given the current fiscal environment, it is more important than ever that VA
concentrate its resources, policies, and strategies on those veterans identified by
Congress as high priority. The President’s 2006 budget request includes policies
and strategies used successfully during the last few years to focus VA health
care resources on veterans with service-connected disabilities, those with lower
incomes, and veterans needing our specialized services. In particular, this
budget assumes continued suspension of enroliment of new Priority 8 veterans,
as this has proven to be the most effective vehicle through which to focus our
health care resources on our highest priority patients.

But maintaining the current enrollment policy will not in itself ensure us sufficient
resources for the care of those who need us the most. The President’'s 2006
budget asks that you enact two important legislative proposals—an annual
enroliment fee of $250 and an increase in pharmacy co-payments from $7 to $15
for a 30-day supply of drugs, both pertaining to only Priority 7 and 8 veterans.
This fee and the increase in co-payments pertain to only veterans who have no
compensable service-connected disabilities and do have the means to contribute
to the cost of their care. This budget asks these veterans to shoulder a small
share of the cost so that we may adequately care for our high-priority veterans.
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The proposed enroliment fee is very similar to the fee the law requires retired
service members to pay in order to participate in TRICARE, and is arguably even
more justified. As you know, TRICARE enroliees generally must have served on
active duty for at least 20 years, and many of them are former enlisted personnel
with modest retirement incomes. Many of the veterans who would be asked to
pay our proposed fee would have served only 2 to 4 years. In addition, all
Priority 7 and 8 veterans affected by this proposal would have incomes above
$25,842 if they are single and above $30,013 if married.

I recognize that Congress has not supported either of these proposals during the
past 2 years. However, these two legislative proposals are consistent with the
priority health care structure Congress enacted several years ago and will help
us meet the needs of our highest priority veterans. In addition, past utilization of
VA's health care services has demonstrated that veterans with higher incomes
(Priority 7 and 8 veterans) rely less on VA for delivering their health care and
usually have other health care options, including third party insurance coverage
and Medicare. An annual enroliment fee of $250 and an increase in co-
payments for pharmacy benefits from $7 to $15 would give higher income, non-
disabled Priority 7 and 8 veterans the option of sharing a small portion of the cost
of their care or utilizing other health care options. Our high-priority patients
typically do not have other health care options, so we must act decisively to
protect their interests by making sure that sufficient resources are available to
handle their health care needs.

With medical care resources of $30.7 billion, we project that we will treat more
than 5.2 million patients. Those in Priorities 1 to 6 will comprise 78 percent of the
total number of veteran patients in 2006. This will represent the third consecutive
year during which our high-priority veterans will increase as a percentage of all
veterans treated. In addition, about 9 of every 10 medical care dollars in 2006
will be devoted to meeting the health care needs of those veterans who count on
us the most.

Even with an increasing patient workload among our highest priority veterans, we
will continue our steadfast commitment to providing high-quality and accessible
health care that sets the national standard of excellence for the health care
industry. Our two primary measures of health care quality—clinical practice
guidelines index and prevention index—focus on the degree to which VA follows
nationally recognized guidelines and standards of care that the medical literature
has proven to be directly linked with improved health outcomes for patients and
more efficient care. Our performance on the clinical practice guidelines index,
which focuses on high-prevalence and high-risk diseases that have a significant
impact on veterans’ overall health status, is expected to hoid steady at the
current high performance level of 77 percent. As an indicator aimed at primary
prevention and early detection recommendations dealing with immunizations and
screenings, the prevention index is projected to remain at its existing high rate of
performance of 88 percent. VA continues to exceed the performance of private
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sector and Medicare providers for all 15 key health care quality indicators for
which comparable data are available. These indicators include cancer screening
for early detection, and immunization for influenza and pneumonia. In addition,
they cover disease management measures such as compliance with accepted
clinical guidelines in managing diabetes, heart disease, hypertensive disease,
and mental health.

The Department has greatly improved access to our health care services during
the last few years by opening additional outpatient clinics, applying information
technology strategies to streamline administrative, business, and care delivery
processes, and implementing pay policies and human resource management
practices to facilitate hiring and retain sufficient health care workers to meet
capacity demands across the full continuum of care. These initiatives have
helped VA raise the percent of primary care appointments scheduled within 30
days of the patient’s desired date to 94 percent and the percent of specialty care
appointments scheduled within 30 days of the patient’s desired date to 93
percent. By continuing these types of strategies, improving clinical efficiencies,
and effectively utilizing the resources requested in our 2006 budget, VA will
maintain these high performance levels.

The Department’s record of success in health care delivery is substantiated by
the results of the 2004 American Customer Satisfaction Index (ACSI).

Conducted by the National Quality Research Center at the University of Michigan
Business School, the most recent ACSI survey found that customer satisfaction
with VA's health care system was markedly above the satisfaction level for
Federal Government services as a whole. Results released in December 2004
revealed that inpatients at VA medical centers recorded a satisfaction level of 84
out of a possible 100 points, while outpatients at VA clinics registered a
satisfaction score of 83. Both of these are well above the government average of
72.

In addition, the results of a recent study conducted by the RAND Corporation
revealed that patients in VA's health care system were more likely to receive
recommended care than private-sector patients. Quality of care was better for
VA patients on all measures except acute care, for which care was similar for
both patient groups. RAND researchers examined the medical records of nearly
600 VA patients and about 1,000 non-VA patients with similar health problems.
They compared the treatment received by both groups to well-established
standards for medical care for 26 conditions. They found that 67 percent of VA
patients received care that met the latest standards of the health care profession
compared with 51 percent of non-VA patients. For preventive care, such as
vaccination, cancer screening, and early disease detection and treatment, 64
percent of VA patients received the appropriate care compared to only 44
percent in the private sector. The RAND researchers attributed the difference in
patient care to technological innovations, such as VA's computerized patient
records, and to performance measurement policies holding top managers
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accountable for standards in preventive care and the treatment of long-term
conditions.

As another means by which to ensure sufficient resources are available to
address the health care needs of those veterans who count on us the most, VA is
proposing to revise the eligibility criteria for long-term care services to focus on
the following groups of veterans:

« those injured or disabled while on active duty, including veterans who

served in Operations Enduring and lraqi Freedom

¢ those catastrophically disabled

o patients requiring short-term care subsequent to a hospital stay

o those needing hospice or respite care.
These eligibility criteria would be applied to VA-sponsored long-term care
services, including VA, community, and state nursing homes. This long-term
care strategy will save approximately $496 miflion that will be redirected toward
meeting the health care needs of veterans with service-connected disabilities,
those with lower incomes, and veterans with special health care needs.

In 2006 the Department will continue to expand access to non-institutional long-
term care services to all enrolled veterans with an emphasis on community-
based and in-home care. In many cases this approach allows VA to provide
these services to veterans where they live and fo care for them in the comfort
and familiar setting of their home surrounded by their family. During 2006 VA will
increase the number of patients receiving non-institutional long-term care, as
measured by the average daily census, to about 35,500. This total is over 50
percent above the number of patients receiving this type of care in 2001.
Funding for non-institutional long-term care in 2006 will be about 67 percent
higher than the resource level devoted fo this type of health care service in 2001.

VA's 2006 medical care request includes $1.2 billion (an additional $100 million
over the 2005 enacted level) to support the increasing workload associated with
the purchase and repair of prosthetics and sensory aids to improve veterans’
quality of life. VA is already providing prosthetics and sensory aids to many
military personnel who served in Operations Enduring and Iragi Freedom and will
continue to provide them as needed.

The President's 2006 budget includes $2.2 biliion (an additional $100 million over
the 2005 level) to continue our effort to improve access to mental health services
across the country. These funds will help ensure VA provides standardized and
equitable access throughout the nation to a full continuum of care for veterans
with mental health disorders.

We have included a management efficiency rate of 2 percent which will yield

about $600 million in 2006. We continue fo monitor and emphasize the need for
performance that resuits in minimizing unit costs where possible, and eliminating
inefficiency in the provision of quality health care. To that end, we have included
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within this savings target, $150 million that will be achieved through
implementation of improved confracting practices with medical schools and other
VA affiliates for scarce medical specialties. This is a long-standing issue for
which the Department is aggressively implementing management changes to
ensure fair pricing for the services provided by our affiliates.

As a result of continual improvements in our medical collections processes and
the policy changes presented in this budget request, we expect to collect about
$2.6 billion in 2006 that will substantially supplement the resources available
from appropriated sources. This figure is $635 million (or 32.5 percent) above
the 2005 estimate, with two-thirds of the increase due fo the two important
legislative proposals, and is more than 48 percent higher than the 2004
collections total. VA has an expanded revenue improvement strategy that
focuses on modeling industry best performance by establishing industry-based
performance and operational metrics, developing technological enhancements,
and integrating industry-proven businesses approaches, including the
establishment of centralized revenue operation centers. There are two electronic
data initiatives underway that will add efficiencies to the billing and collections
processes. The electronic and insurance identification and verification project is
providing VA medical centers with an automated mechanism to obtain veterans’
insurance information from health plans that participate in this electronic data
exchange. We are pursuing enhancements which will provide additional
insurance information stored by other government agencies. Qur second
initiative will result in electronic outpatient pharmacy claims processing to provide
real-time claims adjudication.

Capital Asset Realignment for Enhanced Services (CARES)

The President's budget request includes $750 million in 2006 to continue the
CARES program that will renovate and modernize VA’s health care infrastructure
and provide greater access to higher quality care for more veterans, closer to
where they live. About $50 million of this total relates to the sale of assets and
enhanced use proceeds of the Lakeside hospital in Chicago. The budget request
provides a 3-year {2004-2006) investment total of $2.15 billion committed to this
historic transformation of our health care system. These resources will be used
to address our prioritized list of major capital investments. The proposed projects
for 2006 will advance the CARES program by providing construction funding for
five projects for which design work has already started, as well as two additional
projects to be initiated in 2006. All of these capital projects support the
recommendations included in the CARES Decision report. About half of the
CARES funding requested for 2006 will be devoted to three major construction
projects:

» Las Vegas, Nevada, New Medical Facility—$199 million to complete
phase two construction, providing up to 90 inpatient beds, a 120-bed
nursing home care unit, ambulatory care center, and administrative and
support functions, all of which will expand capacity and increase the scope
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of health care services available; VA is working with DoD to ensure mutual
needs are met

* Cleveland, Ohio, Cleveland-Brecksville Consolidation—$87.3 million to
complete phase two construction; this project will consolidate and co-
locate all clinical and administrative functions of a two-division medical
center at the Wade Park VA Medical Center, leading to annual cost
savings of more than $23 million and enhancing the quality of care

o Pittsburgh, Pennsylvania, Consolidation of Campuses—$82.5 million to
complete phase two construction; this project will consolidate a three-
division health care delivery system into two divisions which will improve
patient care by providing a state-of-the-art health care environment and
reducing operating expenses.

Our capital investment planning process and methodology involve a Department-
wide approach for the use of capital funds and ensure all major investments are
based upon sound economic principles and are fully linked to strategic planning,
budget, and performance measures and targets. All CARES projects have been
reviewed using a consistent set of evaluation criteria that address service
delivery enhancements, safeguarding assets, support of special emphasis
programs and services, capital portfolio goals, alignment with the President's
Management Agenda, and financial priorities.

Medical and Prosthetic Research

The President’s 2006 budget includes $786 million to support VA’'s medical and
prosthetic research program. This resource level will fund nearly 2,700 high-
priority research projects to expand knowledge in areas critical to veterans®
health care needs, most notably research in the areas of aging, acute and
traumatic injury, the effects of military and environmental exposures, mental
iliness, substance abuse, cancer, and heart disease.

The requested level of funding for the medical and prosthetic research program
will position the Department to build upon its long track record of success in
conducting research projects that lead to clinically useful interventions that
improve veterans' health and quality of life. Examples of some of the recent
contributions made by VA research to the advancement of medicine are:
+ development of an artificial nerve system that enables a patient with
upper-limb paralysis to grasp objects
» creation of a new collaborative model for treating depression in older
adults, the application of which potentially saves lives, reduces patients’
level of pain, and improves their overall functioning
« the finding that proper intake of cereal fiber and vitamin D are among the
best ways to prevent serious colon polyps that may lead to colorectal
cancer
» development of an oral drug that haits the deadly action of the smallpox
virus.
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In addition to VA appropriations, VA researchers compete and receive funds from
other federal and non-federal sources. Funding from external sources is
expected to continue to increase in 2006. Through a combination of VA
resources and funds from outside sources, the total research budget in 2006 will
be nearly $1.7 billion.

Veterans' Benefits

The Department’s 2006 budget request includes $37.4 billion for the entitlement
costs associated with all benefits administered by the Veterans Benefits
Administration (VBA). This total includes an additional $812 million for disability
compensation payments to veterans and their survivors for disabilities or
diseases incurred or aggravated while on active duty. Recipients of these
compensation benefits are projected to increase to 3 million in 2006 (2.7 million
veterans and 0.3 million survivors, or 400,000 more than when the President
came to office).

The President's budget request includes $1.26 billion for the management of the
following benefits programs—disability compensation; pension; education;
vocational rehabilitation and employment; housing; and life insurance. This total
is $77 million, or 6.6 percent, over the 2005 level. As a result of the enactment of
the Consolidated Appropriations Act, 2005 (Public Law 108-447), an additional
$125 million will be made available to VBA (through a transfer of funds from
medical care) for disability benefits claims processing. Of this total, $75 million
will be used during 2005 and the remaining $50 million will be used in 2006. The
overwhelming majority of these funds will be used to address the increased
volume of compensation claims from both separating service members and older
veterans who had not previously submitted claims.

As a Presidential initiative, improving the timeliness and accuracy of claims
processing remains the Department's fop priority associated with our benefits
programs. Last year the timeliness of our compensation and pension claims
processing improved by 9 percent (from 182 days in 2003 to 166 days in 2004).
While we were successful in reducing the time it takes to process claims for
compensation and pension benefits, we were not able to improve timeliness as
much as we had projected at the beginning of the year. Entering 2004, VA was
well positioned to meet our performance goals pertaining to the timeliness of
processing claims. However, a September 2003 decision by the Federal Circuit
Court in the case of the Paralyzed Veterans of America et. al. v. the Secretary of
Veterans Affairs required VA to keep veterans’ claims open for 1 year before
making a decision to deny a claim. As a result, decisions on over 62,000 claims
were deferred, many for as much as 90 days. While the President signed
correcting legislation in December 2003, the impact of the court decision in the
early portion of 2004 was substantial, as the number of pending claims had
grown dramatically. VA made significant progress during the last half of the year,
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but we were not able to fully overcome the negative effects from this court
decision on our claims processing timeliness.

We have had to revise our claims processing timeliness goals for the next 2
years due, in part, to the lingering effect of the Federal Circuit Court decision.
Also having an impact on the timeliness of processing is the increasing volume of
disability claims. In addition, VA will continue to face the retirement of staff
members highly experienced in processing claims. While we have established a
sound succession plan, the new employees we are hiring will require both
extensive training and substantial claims processing experience in order for them
to reach the productivity level of those leaving the Department.

During 2005 we expect to reduce the average number of days to process
compensation and pension claims to 145 days, an improvement of 12.7 percent
from the 2004 performance level. With the resources requested in the 2006
budget, we will be able to maintain this improved timeliness in support of this
Presidential initiative. In addition, we will reduce the number of pending claims
for compensation and pension benefits to 283,000 by the end of 2006, a
reduction of 12 percent from the total at the close of 2004.

We will increase our efforts to ensure the consistency of our disability evaluations
from one regional office to another. VA has made significant improvements in
both the accuracy and consistency of its benefit entitiement decisions due to
increased quality assurance efforts and more focused training of claims
adjudicators. However, more must be done to ensure the Department meets its
commitment to treating every veteran’'s claim fairly and equitably. A system-wide
review of the rating program for disability compensation is underway. In addition,
our efforts are supported in the 2006 budget by a request for $1.2 million for skills
certification testing and $2.6 million for continued development of computer-
based training tools. These initiatives will complement other ongoing efforts
supported by our budget that address the issue of consistency and accuracy.
Among these are:
 revision of all of the regulations that govern the compensation and pension
programs in plain language to ensure that the rules can be applied
consistently and fairly
» in-depth data analysis of benefit decisions to identify potential areas of
inconsistency, increasingly possible with our new information technology
applications and tools
» centralized processing of appeals remanded by the Board of Veterans’
Appeals, and ongoing quality reviews of appealed claims decisions.

An important and successful component of VA’s vision for providing a seamless
transition for service members separating from active duty is the Benefits
Defivery at Discharge (BDD) program. The BDD program enables active duty
service members to file disability compensation claims with VA staff at military
bases, complete physical exams, and have their claims evaluated before, or
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closely following, their military separation dates. Transitioning service members
benefit greatly from the BDD program, which has been a vital part of the
Department's strategy for improving timeliness and accuracy of disability
compensation claims processing.

We believe the BDD program provides opportunities to not only benefit
transitioning service members through timely and accurate claims processing,
but also to bring new processing improvements and efficiencies to the system
through consolidation of claims evaluation activities. An initiative is currently
underway to consolidate disability compensation rating and authorization actions
on all BDD claims to two sites nationwide. VA staff will continue work with
transitioning service members at military bases to establish claims and arrange
for timely medical exams, thereby retaining these successful aspects of the BDD
program.

In support of the education program, the 2006 budget proposes $7.8 million for
continued development and implementation of the Education Expert System.
The requested funds will be used to first transition education processing to VBA’s
corporate environment, followed by the development and deployment of a
processing system that receives application and enroliment information
electronically and processes that information in the new corporate environment
without human intervention. While it will be a number of years before this system
is fully deployed, it will ultimately lead to substantial improvements in education
claims processing timeliness.

In April 2004 the Department’s Vocational Rehabilitation and Employment Task
Force released its report containing more than 100 recommendations on how to
improve service to disabled veterans. The focus of the report was on
development and implementation of a new, integrated service delivery system
based on an employment-driven process. In response to the task force’s
recommendations, VA is including $4.4 miliion in the 2006 resource request to be
used for establishing a job resource lab in each regional office. These labs will
include all of the necessary equipment, supplies, and resource materials to aid
VA staff and veterans in conducting comprehensive analyses of local and
national job outlooks, developing job search plans, preparing for interviews,
developing resumes, and conducting thorough job searches. These self-service
job resource labs will assist veterans in acquiring suitable employment through
the use of a comprehensive on-line employment preparation and job-seeking
tool.

In order to make the delivery of VA benefits and services more convenient for
veterans and more efficient for the Department, we are requesting $4.4 million for
the collocation and relocation of some regional offices. This effort may involve
collocations using enhanced-use authority, which entails an agreement with a
private developer to construct a facility on Department-owned grounds and then

10
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leasing all or part of it back to VA. At the end of these long-term lease
agreements, the land and all improvements revert to VA ownership.

Burial

The President's 2006 budget includes $290 million in discretionary funding for
VA's burial program, which includes operating and maintenance expenses for the
National Cemetery Administration, capital programs, the administration of
mandatory burial benefits, and the State Cemetery Grants program. This total is
nearly $17 million, or 6.4 percent, over the 2005 enacted level.

The 2006 request includes $167 million in administrative funding for VA's burial
program, an increase of $7.3 million (or 4.6 percent) from the 2005 enacted level.
Within this total, $156 million is for the operations and maintenance of VA's
national cemeteries and $11 million is for the administrative processing of claims
for burial benefits. The additional funding will be used to meet the growing
workload at existing cemeteries, primarily by increasing staffing and contract
maintenance.

Our budget request for the burial program includes $90 million for construction
projects. Of this total, $65 million is for major projects and $25 million is for minor
projects. Consistent with the provisions of the National Cemetery Expansion Act
of 2003, we are requesting $41 million in major construction funding for land
acquisition for six new national cemeteries in the areas of Bakersfield, California;
Birmingham, Alabama; Columbia-Greenville, South Carolina; Jacksonville,
Florida; Sarasota, Florida; and southeastern Pennsylvania. The 2006 request
also includes funding to develop an annex for the expansion of Fort Rosecrans
National Cemetery in Miramar, California. In addition, this budget provides $32
million for the State Cemetery Grants program.

Our resource investments in the burial program produce positive results in
service delivery to veterans and their families. We will expand access by
increasing the percent of veterans served by a burial option within 75 miles of
their residence to 82.2 percent in 2006, which is 6.9 percentage points above the
2004 figure. While our 2004 performance was extremely high in several key
areas, we will continue to improve our performance in 2006 by increasing the
percent of:
¢ survey respondents who rate the quality of service provided by the
national cemeteries as excellent from 94 percent to 96 percent
» survey respondents who rate national cemetery appearance as excellent
from 98 percent to 99 percent
¢ graves in national cemeteries marked within 60 days of interment from 87
percent to 89 percent.

These performance improvements will further enhance the outstanding
reputation of VA's National Cemetery Administration which, in 2004, earned the

11
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highest rating ever achieved by a public or private organization in the American
Customer Satisfaction Index (ACSI). These results showed that the
Department’s national cemeteries produced a customer satisfaction rating of 95
out of a possible 100 points. This is fwo points higher than the last survey
conducted in 2001 when VA's national cemeteries also ranked number one
among federal agencies in customer satisfaction.

Management Improvements

VA continues to aggressively pursue a variety of initiatives aimed at ensuring we
apply sound business principles to all of the Department’s operations. Two of
our most successful management improvement efforts during the last year focus
on the strategic management of human capital and capital asset management.

As an integral component of our succession planning activities, we released a
state-of-the-art "VA Recruitment” CD-ROM in September 2004 promoting the
Department as an employer of choice. We distributed this to colleges and
universities, military transition centers, veterans organizations, and VA vocational
rehabilitation centers, offices, and medical centers. This initiative creates a
corporate recruitment marketing approach that will give VA a competitive edge in
attracting highly-qualified career applicants. The CD-ROM uses graphics and
video streaming to present a wide spectrum of career opportunities and
describes VA'’s goals and services, occupations, and the benefits of working for
the Department. We will continue to focus on creative marketing initiatives and
outreach to prospective applicants.

VA has also launched a Capital Asset Management System (CAMS) which is an
integrated, Department-wide system that enables us to establish, analyze,
monitor, and manage our portfolio of diverse capital assets through their

entire lifecycle from formulation through disposal. CAMS provides a strategic
view of existing, in-process, and proposed asset investments across all VA
program offices and capital asset types. All offices now use this shared system
to collect and monitor real property and capital asset information. in addition, VA
has been approached by numerous agencies, including the Departiments of
Defense, Homeland Security, Commerce, and Interior to explore the replication
of CAMS in their organizations.

VA’s progress in this area places it in the forefront of other federal agencies in
terms of its ability to meet the real property performance measures and
guidelines that were recently finalized by the newly created Federal Real
Property Council.

We are currently in the process of fully evaluating all of the information gathered
during the operational tests of the Core Financial and Logistics System
{CoreFLS) conducted last year. This year we will complete a comprehensive
analysis of the product and any existing configuration gaps, examine lessons

12
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learned from the pilot tests, and reevaluate our business processes. This will
provide us with the information needed to refine the system as well as develop
improved change management, training, and implementation procedures that are
critical to successful deployment. In anticipation of an enhanced financial
management system moving forward to full deployment at VA facilities
nationwide, the Department’s 2006 budget includes $70.1 million for this project.

In support of one of the primary electronic government initiatives for improving
internal efficiencies and effectiveness, the Department’s 2006 budget provides
$8 million to continue the migration of VA’s payroll services to the Defense
Finance and Accounting Service (DFAS). This initiative will consolidate 26
federal payroll systems down to 2 federal payroll provider partnerships. VA is
working with DFAS on all required tasks to ensure successful migration.

Closing

Mr. Chairman, our 2006 budget request of $70.8 billion will provide the resources
necessary for VA to:
» provide timely, high-quality health care to more than 5.2 million patients;
78 percent of all veteran patients will be veterans with service-connected
disabilities, those with lower incomes, or veterans with special health care
needs
+ maintain the 2005 performance level of 145 days, on average, to process
compensation and pension claims
s increase access to our burial program by ensuring that more than 82
percent of veterans will be served by a burial option within 75 miles of their
residence.

I look forward to working with the members of this committee to continue the
Department’s tradition of providing timely, high-quality benefits and services to
those who have helped defend and preserve freedom around the world.

That concludes my formal remarks. My staff and | would be pleased to answer
any questions.
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STATEMENT OF

RICHARD B. FULLER

NATIONAL LEGISLATIVE DIRECTOR

PARALYZED VETERANS OF AMERICA
BEFORE THE

HOUSE COMMITTEE ON VETERANS’ AFFAIRS
CONCERNING
THE INDEPENDENT BUDGET
AND THE DEPARTMENT OF VETERANS’ AFFAIRS BUDGET

FOR FISCAL YEAR 2006

FEBRUARY 16, 2005

Mr. Chairman and members of the Committee, as one of the four veterans services
organizations publishing The Independent Budget, Paralyzed Veterans of America (PVA)
is pleased to present the views of The Independent Budget regarding the funding
requirements for the Department of Veterans Affairs (VA) health care system for

FY 2006.

This is the 19® year, PVA, along with AMVETS, Disabled American Veterans and
Veterans of Foreign Wars have presented The Independent Budget, a policy and budget
document that represents the true funding needs of the Department of Veterans Affairs.
The Independent Budget uses commonly accepted estimates of inflation, health care costs
and health care demand to reach its recommended levels. This year, the document is

endorsed by 26 veterans service organizations, and medical and health care advocacy

groups.

This FY 2006 budget request for health care is a shocking one, providing once again a
woefully inadequate funding level for sick and disabled veterans. The Administration
request of $27.8 billion amounts to an increase of $111 million in appropriated dollars —

fess than one-half of one percent over the amount provided in FY 2005. Last year’s
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request was the smallest health care appropriation request in nearly a decade. This year’s
request is even jower. Health care is not a luxury, but this budget request treats it like it
is. Keep in mind that the VA itself has testified in the past that it requires a “13 or 14
percent per year increase in the money available to take care of just our core population
of veterans,” (Department of Veterans Affairs Health Care System: Hearing Before the

House Committee on Veterans® Affairs, 108" Congress, January 29, 2003).

In place of dollars we are presented with a budget that relies far too heavily on gimmicks,
accounting tricks, and on forcing some veterans to pay for the health care of other

veterans. Shifting costs onto the back of other veterans is not the way to fulfill this

nation’s responsibilities to veterans. Once again, the Administration has proposed a
$250 annual enrollment fee, and increased pharmaceutical co-payments, ideas soundly
rejected in the past by Congress. The budget also estimates that the VA will find $590
million in management efficiencies, requiring major cutbacks in personnel and services at
VA hospitals across the country. Last year, VA estimated “savings” of $340 million.
Absent a detailed list or plan to achieve these savings, we can only assume that these are
only included to mask the true extent of the funding chasm faced by the VA in the

upcoming fiscal year.

Punitive co-payments, enrollment fees, and other charges are designed not so much to
raise revenues as they are meant to deter veterans from seeking their care at VA medical
facilities. The VA estimates that its enroliment fee and co-payment proposals will cause
more than 213,000 veterans to disenroll. In fact, if this budget submission is enacted, the
VA expects enroliment to drop by nearly one-million veterans, a decrease of 12 percent,
during FY 2006. This is not a lean budget, rather, it is a budget designed to strangle a

health care system relied upon by sick and disabled veterans.

The Independent Budget is adamantly opposed to increasing co-payments. Veterans
should not be forced to pay for the health care of their fellow veterans. Although

Congress has given the Secretary of Veterans Affairs the authority to set and raise fees,
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what was once thought of as only an administrative function has now become, in times of
tight budgets, an expedient way to find the dollars needed to fund health care for
veterans. Providing health care to veterans is a federal responsibility, and we look to

Congress to provide the necessary resources to provide this care,

If this budget tells veterans that they better not get sick, what is it telling to veterans in
need of long-term care? Although the true extent of the VA’s cuts to long-term care may
be difficult to fully discern, it is clear that this budget would gut long-term care, and
violate the VA’s statutory responsibility to maintain the capacity to provide long-term

care.

The VA has proposed zeroing out grants for the construction of state extended care
facilities, while slashing the per diem grants it provides state homes by $229 million, a
loss of revenue that could very well lead to closures in certain circumstances. The VA
estimates that close to 30,000 fewer veterans will be treated under its proposals. The VA
proposes $124 million in cuts by “revising” eligibility criteria for long-term care. In the
VA’s budget submission in a chart summarizing obligations by activity, nursing home
care is shown as being cut by $351 million, and it is estimated that the VA’s proposed
budget would eliminate 5,000 nursing home beds. These cuts would have a drastic effect

on some of our neediest veterans.

It is clear that the Administration’s budget does not begin to meet the health care needs of
veterans, nor does it reflect the resources needed by the VA to provide this care. We
believe that The Independent Budget provides a conservative estimate that more

accurately represents the needs of the VA.

For FY 2006, we are recommending a total appropriation for medical care of $31.2
billion, an increase of $3.5 billion, This reflects an increase of close to 13 percent. This

estimate does not include funds attributed to MCCF, which we believe should be used to



38

augment a sufficient appropriated level of funding and not used to replace appropriated

dollars.

The VA health care system, in order to fully meet all of its demands and to ameliorate the
effects of chronic under-funding, could use many more dollars. The Independent Budger
recommendation provides for the impact of inflation on the provision of health care, and
mandated salary increases of health care personnel. It would provide the resources to
begin to meet the demands of specialized services and programs, as well as the ever-
increasing influx of new veterans entering the system. It is estimated that of the more
than 168,000 Iraq veterans who are no longer on active duty, sixteen percent have sought
VA health care. The full impact of the two-year grant of priority health care for these
veterans is yet to be fully felt. We also believe that The Independent Budget
recommendation, if enacted, would allow the VA to begin enrolling Category 8 veterans

once again.

For Medical and Prosthetic Research, The Independent Budget is recommending $460
million. This represents a $58 million increase over the FY 2005 amount. The
Administration has proposed a $9 million cut. Research is a vital part of veterans® health

care, and an essential mission for our national health care system.

In closing, the VA health care system faces two chronic problems. The first is a budget
submission that ignores the costs of providing care while advocating draconian health
care rationing. The second is a lack of consistent funding. The budget and
appropriations process over the last number of years demonstrates conclusively how the
VA labors under the uncertainty of not only how much money it is going to get, but,
equally important, when it is going to get it. No Secretary of Veterans Affairs, no VA
hospital director, and no doctor running an outpatient clinic knows how to plan and even
provide care on a daily basis without the knowledge that the dollars needed to operate

those programs are going to be available when they need them. Far too often veterans’
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funding is the subject of an omnibus bill that is enacted months after the start of the fiscal

year.

Health care delayed is health care denied. If the health care system cannot get the funds
it needs when it needs those funds the resulting situation only fuels efforts to deny more

veterans health care and charge veterans even more for the health care they receive.

The only solution we can see is for this Committee and the Congress as a whole to
approve legislation removing VA health care from the discretionary side of the budget
process and making annual VA budgets mandatory. The health care system can only
operate properly when it knows how much it is going to get and when it is going to get it.
We look forward to working with this Committee in order to begin the process of moving

a bill through the Senate, and the House, as soon as possible.

It is easy to forget, when dealing with dollars and budgets, that we are ultimately dealing
with real people, people who will be affected personally by the cuts and so-called
“savings” proposed by this Administration. We ask that you remember these men and
women, these veterans who have sacrificed so much for us, when you are drawing up
your budget views and estimates, and we ask that you join us in adopting the

recommendations of The Independent Budget.

This concludes my testimony. I will be happy to answer any questions you may have.
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Information Required by Rule XI 2(g)(4) of the House of Representatives

Pursuant to Rule X1 2(g)X4) of the House of Representatives, the following information is provided
regarding federal grants and contracts.

Fiscal Year 2005
Court of Appeals for Veterans Claims, administered by the Legal Services Corporation — National
Veterans Legal Services Program— $228,000 (estimated).
Paralyzed Veterans of America Outdoor Recreation Heritage Fund ~ Department of Defense -- $1,000,000.

Fiscal Year 2004
Court of Appeals for Veterans Claims, administered by the Legal Services Corporation — National
Veterans Legal Services Program— $228,000 (estimated).

Fiscal Year 2003

Court of Appeals for Veterans Claims, administered by the Legal Services Corporation — National
Veterans Legal Services Program— $228,803.
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STATEMENT OF
JOSEPH A. VIOLANTE
NATIONAL LEGISLATIVE DIRECTOR
of the
DISABLED AMERICAN VETERANS
before the
COMMITTEE ON VETERANS' AFFAIRS
UNITED STATES HOUSE OF REPRESENTATIVES
FEBRUARY 16, 2005

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

1 come before you today 1o present the views of the Disabled American Veterans (DAV)
and its Auxiliary on the President’s fiscal year (FY) 2006 budget for veterans’ programs. In
addition to our assessment of the President’s budget recommendations, 1 will also provide the
Committee with our own budget and program recommendations as contained in The /ndependent
Budget (IB). The IB is a budget and policy document that sets forth the collective views of the
DAV, AMVETS, the Paralyzed Veterans of America (PVA), and the Veterans of Foreign Wars
of the United States (VFW).

The President’s FY 2006 budget requests $70.8 billion in budget authority for the
Department of Veterans Affairs (VA). This total consists of $37.4 billion for mandatory
spending in the benefit programs and $33.4 billion for discretionary funding. The mandatory
funding includes $478.3 million to cover the 2.3% cost-of-living adjustment (COLA) the budget
recomnmends for disability compensation. The discretionary funding includes $30.7 billion for
veterans' medical care, of which $2.6 billion would be from projected copayments, enroliment
fees, and other collections. The remaining $2.7 billion in discretionary funding would cover
general operating expenses, some construction costs, and medical research.

The President’s budget seeks no improvements in the benefits programs other than an
annual COLA for compensation. Based on a projected increase in the cost of living as measured
by the Consumer Price Index, disability compensation, as well as dependency and indemnity
compensation {DIC) and the annual clothing allowance, also included in the compensation
account, would be increased 2.3%. Increases in monthly benefits for compensation and DIC
would be effective December 1, 2005. As we observe in the IB, these benefits must be adjusted
periodically to keep pace with inflation. Veterans whose earning power is limited or completely
lost due to service-connected disabilities must rely on compensation for the necessities of life.
Similarly, surviving spouses and dependent children of veterans who died of service-connected
causes often have little or no income other than DIC. The rates are modest, and any erosion due
to inflation has a direct detrimental impact on recipients with fixed incomes. We therefore
recommend in the IB and support the Administration’s recommendation that Congress enact
legislation to increase the rates of these benefits.

In the IB, we also recommend that Congress reject any suggestion or move 1o
permanently extend provisions that, for the next several years, require rounding down of
compensation COLAs to the nearest whole dollar amount. Congress has historically increased
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disability compensation and DIC rates each year to keep these benefits even with the cost of
living. However, as a temporary measure to reduce the Federal budget deficit, Congress enacted
legislation to require monthly payments, after adjustment for increases in the cost of living, to be
rounded down to the nearest whole dollar amount. Finding this a convenient way to meet budget
reconciliation targets and fund spending for other purposes, Congress seemingly has become
unable to break the habit of extending this round-down provision and has extended it even in
times of budget surpluses. Inexplicably, VA budgets have recommended in previous years that
Congress make the round-down requirement a permanent part of the law. While rounding down
compensation rates for 1 or 2 years may not seriously degrade its effectiveness, the cumulative
effect over several years will substantially erode the value of compensation. Moreover, extended
rounding down is entirely unjustified. It robs monies from the benefits of some of our most
deserving veterans and dependents, who must rely on their modest compensation for basic needs.

In the IB, we make several other recommendations for legislation to improve the
compensation program, and we take positions against certain detrimental proposals that have
been offered or entertained in the past. We recommend adjustments in the grants for specially
adapted housing and home adaptations provided to certain veterans with the more serious
service-connected disabilities. Similarly, we recommend an increase in the grant for purchase of
specially equipped automobiles provided to veterans with service-connected disabilities that
require certain adaptations. Due to a lack of regular adjustments for inflation, these special
benefits have lost much of their value. We recommend legislation to authorize use of modern
mortality tables in setting premium rates for Service-Disabled Veterans® Insurance (SDVI). The
intended benefit of offering life insurance to disabled veterans at standard rates is defeated by the
continued use of 1941 mortality tables as a basis for premiums. We recommend that Congress
increase the $10,000 maximum to $50,000 for SDVI policies to more meaningfully correspond
to today’s income replacement needs of survivors. We also recommend improvements for the
education, vocational rehabilitation, and home loan programs. We ask the Committee to refer to
the IB for these recommendations and give them full consideration.

The administrative expenses for the benefit programs are included in the discretionary
funding for the VA’s Veterans Benefits Administration (VBA), which together with funding for
Departmental Administration, traditionally made up the General Operating Expenses (GOE)
appropriation. Because Congress has resisted adopting the new budget account structure for VA
employed in the President’s budget beginning with FY 2004, we continue to observe in the IB
the traditional account structure under GOE.

The level of funding sought in the President’s budget would reduce VBA staffing again
for the third consecutive year. In FY 2006, VBA would have 76 fewer fulltime employees (FTE)
under the President’s budget than it had in FY 2003, and 539 fewer than it had in FY 2003. Even
this net reduction of 76 FTE does not present a true picture of the impact of the President’s
budget because it would cannibalize other benefit lines to partially alleviate critical staffing
shortages in the Compensation and Pension (C&P) and Vocational Rehabilitation and
Employment (VR&E) Services. Loan Guaranty Service would lose 205 FTE, Education Service
would lose 14 FTE, and Insurance Service would lose 6 FTE.
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According to the “Budget Highlights” in the President’s Budget Submission, one of VA’s
highest priorities is to “[ijmprove the timeliness and accuracy of claims processing.” The
Budget Submission states: “Funds are included in the Veterans Benefits Administration to
sustain progress made under the Secretary’s priority of improving timeliness and accuracy of
claims.” We assume the intent was to say that the funds requested are sufficient to continue the
course of improving claims processing timeliness and accuracy. In another statement, the
Budget Submission declares: “As a Presidential initiative, improving the timeliness and
accuracy of claims processing remains the Department’s top priority associated with our benefit
programs.” However, it appears that this budget abandons efforts to improve on the intolerable
situation in which VA has large backlogs of pending claims and in which benefits awards to
veterans are delayed as a consequence. The Budget Submission for FY 2004, for example, set a
goal of reducing the average processing time for compensation and pension claims from a
projected 165 days in FY 2003 1o 100 days in FY 2004, with a strategic target of 90 days. The
Budget Submission for FY 2005 set a goal of reducing the average processing time for
compensation and pension claims from a projected 145 days in FY 2004 to 100 days in FY 2005,
with a strategic target of 90 days. The FY 2006 Budget Submission revises these figures to show
that average was actually 166 days in FY 2004, that the time will be reduced to 145 days in FY
2005, and that the goal for FY 2006 is also 145 days. The strategic target has been increased
from 90 days to 125 days. This demonstrates that the resources requested are insufficient to
meet a goal that VA portrays as a “top priority.” These figures call into question the genunineness
of this stated goal.

The IB has recommended that C&P Service be authorized 8,929 FTE, the FY 2004
staffing level. In addition, C&P Service had 174 FTE for adjudication of burial benefit claims,
making the FY 2004 total 9,103 FTE. The President’s budget requests 9,087 FTE for C&P.
While this is an increase over the 8,959 FTE authorized for FY 2005, the failure to meet
timeliness goals demonstrates that the President’s request for FY 2006 is insufficient. Ata
minimum, C&P Service should be authorized 9,103 FTE.

For Education Service, the IB recommended staffing of 770 direct program FTE, an
increase of 33 FTE over the FY 2005 staffing level. As it has with its other benefit programs,
VA has been striving to provide more timely and efficient service to its claimants for education
benefits. However, with the inability to hire new employees during FY 2004, Education Service
timeliness in processing original and supplemental education claims declined during FY 2004.
In addition, legislation authorizing a new education benefit for members of the National Guard
and Reserve pressed into active service for 90 or more days will add to the existing workload
during FY 2005 and future years, making it even more difficult to address the education caseload
in a timely manner. In FY 2003, the average time to process original education claims was 23
days. The strategic target was 10 days. The Budget Submission estimates that the average time
to complete original education claims in FY 2006 will have grown to 27 days. Without an
increase in staffing adequate to meet the existing and added workioad, service to veterans
seeking educational benefits will continue to decline. The President’s budget would reduce
direct program FTE from 737 in FY 2005 to 717 in FY 2006. The President requests 53 fewer
FTE than the IB recommends. Based on experience with the average number of claims decisions
a claims examiner can process and the average number of telephone and Internet contacts an
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employee can handle, to meet its workload demands in a satisfactory fashion, VBA must
increase direct program staffing in its Education Service in FY 2006 to 770 FTE.

For VR&E Service, the President’s budget seeks funding for 963 direct program FTE.
The IB recommends 1,017 direct program FTE for this business line. During FY 2005 and
continuing into FY 2006, VR&E's workload is expected to increase primarily as a consequence
of the war in Iraq and ongoing hostilities in Afghanistan. Also, given its increased reliance on
contract services, VR&E needs approximately 60 additional FTE dedicated to management and
oversight of contract counselors and rehabilitation and employment service providers. As a part
of its strategy to enhance accountability and efficiency, the VA Vocational Rehabilitation and
Employment Task Force recommended in its March 2004 report the creation of new staff
positions and training for this purpose. Other new initiatives recommended by the Task Force
also require an investment of personnel resources. To meet its increasing workload and
implement reforms to improve the effectiveness and efficiency of its programs, it is projected
that VR&E will need a minimum of 1,017 direct program FTE in FY 2006, 54 more than the
President requested.

The IB recommends funding for continued development and deployment of modern
information technology (IT). The President’s budget appears to have abandoned many of VA’s
IT initiatives. We recommend that Congress provide $4 million for predeployment testing of
new IT applications at VA’s Hines Information Technology Center. Automated testing of new
IT at the Hines test center avoids diverting field office staff from their regular duties to test the
new applications and avoids the pitfalls of deploying untested software to VA field offices. We
recommend $1 million for training 1o keep VA’s IT staff abreast of changes in IT systems.

For new subsystems in C&P Service to be integrated into VETSNET, we recommend that
Congress provide $12 million. To continue document preparation and scanning at VA's pension
maintenance centers and to continue evaluating VA's electronic imaging system, “Virtual VA,”
for eventual nationwide deployment, we recommend an appropriation of $2 million in FY 2006.

We recommend that Congress provide $2 million to cover the costs of necessary
enhancements of Education Service’s Imaging Management System (TIMS). TIMS is Education
Service’s system for electronic education claims files, storage of imaged documents, and
workflow management. VA needs to consolidate four separate TIMS databases into one
database accessible by the Internet and add capacity to meet increased workload demands. This
will make the system fully interactive nationwide and will include the critical additional capacity
necessary for continued viability of the system.

To allow for more efficient award processing and sharing of information with
contractors, employment services, and outside partnership entities by deploying a Web-based
version of VR&E’s case management system, WINRS, we recommend that Congress provide $3
million. To allow it to receive enroliment information from schools and to enable it to have
online contact between veterans and case managers, we recommend that VR&E be provided $2
million for its “Internet Application” initiative.
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We recommend a $2 million appropriation for upgrading and expansion of the “Loan
Servicing System” to allow claimants direct access to Loan Guaranty Service’s Automated
Certificate of Eligibility application. As we noted, the President’s budget would reduce staffing
in Loan Guaranty Service by 205 FTE in FY 2006. An annotation to budget briefing documents
provided to congressional staff and veterans organizations states: “FTE decreases are offset by
productivity improvements such as information technology, training, management efficiencies,
etc.” Yet the President’s budget provides no money to allow claimants access to an Automated
Certificate of Eligibility, an initiative that would be consistent with some reduction of FTE.
Experience would suggest that management efficiencies can only be quantified accurately and
can only be counted on to increase productivity after they have been attained. It appears that
when requested resources fall short of what is necessary to meet workload demands, VA simply
declares that it can achieve management efficiencies in the amount of savings necessary to fill
the obvious gap between resources needed and appropriations requested. In short, the amount of
savings projected appears to correspond to the funding shortfall rather than being derived from
any actual calculation based reasonably on expected new efficiencies.

In connection with the funding request for medical care, the President’s budget assumes
savings of $590 million in management efficiencies. Again, we believe such a convenient
assumption is unjustified. As another means to bridge the gap between the resources requested
and the resources necessary, the budget would shift the shortfall onto veterans themselves. It
would impose a $250 annual enroliment fee for “all” Priority 7 and 8 veterans. It would increase
pharmacy copayments to 214% of the current amount, from $7 to $15. A veteran would be
required to pay this copayment on each of his or her prescriptions for a 30-day supply of
medications. Such user fees are nothing more than a disguised tax upon veterans’ benefits. In
addition, the budget would continue the suspension of enrollment of new Priority § veterans.

These initiatives would accommodate lower appropriations by bringing revenues from
collections into the system, by driving large numbers of veterans away from VA, and by
preventing any growth in patient load from priority 8 veterans. VA projects that the enroliment
fee and higher copayments will increase collections by $424 million and repulse 213,000
veterans from the VA medical care system. Assuming all of these changes, the FY 2006 budget
would provide for the Veterans Health Administration only a 2.41% increase over FY 2005
budget authority in constant, or nominal, dollars. Appropriated dollars would account for only
0.4% of this increase. According data in the Budget Submission, VA experienced a 4.1% growth
rate in patients treated in FY 2004, and VA projects a 7% growth of enrollees between fiscal
years 2004 and 2006. The Budget Submission for VA states that it includes policy changes to
“assure sufficient resources” are available to continue to provide care to all enrolled veterans.

We often hear Government officials repeating Lincoln’s words to communicate its
solemn mission, “to care for him who shall have borne the battle . . . .” Many veterans in
Priority Groups 7 and 8 have borne the battle with the good fortune not to be wounded, and some
have service-connected disabilities, but this budget does not care for them. It employs verbal
extenuation to masquerade as an honorable and positive action its efforts to abandon these
veterans and drive them from the system. The Budget Submission for VA states that the budget
supports a continued focus on health care needs of VA’s “core group of veterans.” Unlike
Lincoln’s positive words urging the nation to honor its moral obligation to veterans, this
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statement of exclusion seeks to disavow the Nation’s obligation for political expedience. A
medical care system that treats only the sickest of the sick and the poorest of the poor is not
sustainable and would be undesirable. Such restricted focus would in the end seriously erode the
quality of care for today’s and tomorrow’s veterans.

Though we wanted to express our concerns about the glaring inadequacy and obvious bad
policy of this budget for veterans’ medical care, we will defer to our partners from PVA to
present more specifically the IB’s views and recommendation of mandatory funding for
veterans’ medical care. To avoid unnecessary duplication, we also defer to our IB colleagues
from AMVETS and the VFW to cover the budget for the National Cemetery Administration and
construction.

We should not forget veterans in times of peace following conflicts, but this is certainly a
time that our national commitment to veterans should be at its highest, a time that providing
adequately for them should be foremost in the minds of members and on the agenda of Congress.
This budget does not provide adequately for veterans programs. We urge this Committee and
Congress to correct its deficiencies and fulfill our commitment to veterans.
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m DISABLED AMERICAN VETERANS
Building Better Lives for America’s Disabled leterans

DISCLOSURE OF FEDERAL GRANTS OR CONTRACTS

The Disabled American Veterans (DAV) does not currently receive any money from any
federal grant or contract.

During fiscal vear (FY) 1995, DAV received $55,252.56 from Court of Veterans Appeals
appropriated funds provided to the Legal Service Corporation for services provided by DAV to
the Veterans Consortium Pro Bono Program. In FY 1996, DAV received $8,448.12 for services
provided to the Consortium. Since June 1996, DAV has provided its services to the Consortium
at no cost to the Consortium.
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STATEMENT OF

DENNIS M. CULLINAN, DIRECTOR
NATIONAL LEGISLATIVE SERVICE
VETERANS OF FOREIGN WARS OF THE UNITED STATES

BEFORE THE

COMMITTEE ON VETEFANS® AFFAIRS
UNITED STATES HOUSE OF REPRESENTATIVES

WITH RESPECT TO
VA's CONSTRUCTION BUDGET FOR FISCAL YEAR 2006
WASHINGTON, D.C. FEBRUARY 16, 2005
MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

On behalf of the 2.4 miltion men and women of the Veterans of Foreign Wars of the U.S.
and our Auxiliaries, I would express our deep appreciation for being included in today’s
important legislative hearing to discuss the budget for the Department of Veterans Affairs (VA).
As a constituent member of the Independent Budget for VA, the VFW is responsible for the
Construction portion of the VA budget so I will limit today’s testimony to that arca.

The Department of Veterans Affairs (VA) construciion budget includes major
construction, minor construction, grants for construction of state extended-care facilities, 2canis
for state velerans’ cemeteries, and the parking garage revoling fund. VA’s construction budget
annual appropriations for major and minor projects decreaszd sharply to an all-time low in FY
2003. Over the past several years, there has been political resistance to funding of any major
projects before the Capital Assets Realignment for Enhanced Services (CARES) process was
completed. The prospect of systern-wide capital assets realignment through the CARES process
continues to be used as an excuse o hold all construction projects hostage.

VA has recentiy completed another phase of CARES, which is a national process to
reorganize the Veterans Health Administration (VHA) through a data-driven assessment of its
infrastructure and programs. Through CARES, an ongoing process, VA is evaluating the
demands for health-care services and identifying changes that will help meet veterans” current
and future health-care needs. The CARES process ineluded the development of sophisticated
actuarial models to forecast tomorrow’s demand for veterans’ health care and the calculation of
the supply and identification of current and future gaps in infastructure capacity. This resuited
in a Draft National CARES Plan (DNCP) to reciify deficiencios through thie realignment of VA’s
capiial agset infrastructure

Sinze the publication of the FY 2005 Independen: Budget, the commission has been
actively evaluating the DNCP propesed by VA. The CARES Commission report was published
in March 2004, The Secretary of Veterans Affairs formally azcepted the CARES Commigsion
report with the publication of the Secretary’s CaRES decisimn document in July 2004,

initially, the DNCP market plans included {lawed projections for outpatient mentai health
services and questionzbie projections for inpatient mential health services. The plans did not
include any projecticns for long-term care othet than catastrophic care. Accurdiigly, the
cemmission secognized the importance of meuta! heaith servives and fong-term care to the
veieran population and acknewledged in the CARES Commission reposti that VA must make
modifications 10 its projectiong to include mentat health services and long-term care.

Also tast year,
veteruns seavice orga

e CARES process, The Independent Budget
od that furtier data be obtained to support
vartous CARES reconumendutions vhat would either close or change the mission of some VA
facilities. We appreciate then Secretary Princip rts in establishing a CARES
Implementation Board and the plan te bogin furtver feasibility studies of the 22 VA faciiities
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identified for possible mission adjustments in the secretary’s CARES decision document.
However, as stakeholders, we would like 1o remind VA that it is imperative that veterans service
organizations remain involved in all phases of this new CARES study, which will be divided into
three different segments: a heaith-delivery study, a comprehensive capital plan, and an excess
property plan identifying new land usage or disposal.

Mr. Chairman, we remain supportive of the CARES process as long as the prirpary
emphasis is on the “ES™ portion of the acronym. We understand that the locations and missions
of some VA facilities may need to change to improve veterans’ access, to allow more resources
to be devoted to medical care rather than to the upkeep of inefficient buildings, and to
accommodate modem methods of health-service delivery. Accordingly, we concur with VA’s
plan to proceed with the feasibility study of the remaining 22 facilities contained in the
Secretary’s decision document.

In light of the Administration’s totally inadequate budget request for VA, the IBVSOs are
very concerned that Congress may not adequately fund all CARES proposed changes when
CARES implementation costs are factored into the appropriations process. This will only further
exacerbate the current obstacles impeding veterans’ timely access to quality heath care. It is our
opinion that VA should not proceed with the final implementation of CARES until sufficient
funding is appropriated for the construction of new facilities and renovations of existing
hospitals, as deemed appropriate and pertinent.

The VFW and IBVSOs recommend that Congress appropriate, not including funding
specific to CARES, $563 million to the Major Consiruction account for FY 2006. This amount
is needed for seismic correction, clinical environment improvements, National Cemetery
Administration construction, land acquisition and claims, as follows:

Construetion, Major Projects Recommended Appropriation
FY 2006 Recommendation by type of service

Medical Program (VHA)

(Dollars in thousands)

Seismic Improvements $315,000
Clinical Improvements $26,250
Patient Environment 310,500
Advance Planning Fund $63,000
Asbestos Abatement 363,600
National Cemetery Administration $85,050
Recommended FY 2006 Appropriation $562,800

The VFW and IBVSOs recommend that Congress appropriate $716 million to the Minor
Construction account for FY 2006. These funds contribute to construction projects costing less
than $7 million. This appropriation also provides for 1 regional office account, National
Cemetery Administration account, improvements and renovation in VA’s research facilities, staff
offices account, and an emergency fund account. Increases provide for inpatient and outpatient
care and support, infrastructure, physical plant, and historic preservation projects:

Construction, Miner Projects Recommended Appropriation
FY 2006 Recommended by Type of Service

Medical Program (VHA)

(Dollars in thousands)

Inpatient Care Support $136,000
Outpatient Care and Support $105,000
Infrastructure and Physical Plant $157,000
Research Infrastructure Upgrade $52,000
Historic Preservation Grant Program 321,000
Other $26,000
Architectural Master Plans Program $100,000
VBA Regional Office Program $36,000
National Cemetery Program $36,000
VA Research Facility Improvement and Renovation 547,000

1B Recommended FY 2006 Appropriation £716,000

(&}
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It is here painfully evident just how inadequate the administration’s VA construction
request is as compared to the VFW/IB identified need:

Difference Difference
FY 2006 Admin& FY 2006 B&
FY 2005 Admin 2005 B Admin
Construction Programs
Construction, Major 455,130 607,100 151,870 562,800 -44,300
Construction, Minor 228,933 208,726 -20,207 720,000 511,274
Grants for State Extended Care .
Facilities 104,322 0 -104322 150,000 150,000
Grants for Construction of State
Vets cemeteries 31,744 32,000 256 37,000 5,000
Subtotal, Construction Programs 820,129 847,826 27,697 1,469,800 621,974

It is equally and most painfully clear that long-term care for veterans is to bear the brunt
of the proposed cutbacks in the budget, including the elimination of federal spending on state-run
homes that provide veterans with long-term care. The program, which dates back to the Civil
War, received $104 million this fiscal year. The White House plan would also trim nursing home
care by $351 million, which would eliminate approximately 5,000 beds in VA-run nursing
homes. These cuts, at a time when demand for VA long-term care services is increasing on the
rise with a rapidly aging veteran population, are unconscionable and absolutely reprehensible.

In another area, good stewardship demands that VA facility assets be protected against
deterioration and that an appropriate level of building services be maintained. Given VA’s
construction needs—such as seismic correction, compliance with the Americans With
Disabilities Act (ADA) and Joint Commission of Accreditation of Health Care Organization
(JCAHO) standards, replacing aging physical plant equipment, and CARES— VA’s construction
budget continues to be inadequate.

The Independent Budget for Fiscal Year 2005 cites the recommendations of the interim
report of the President’s Task Force to Improve Health-Care Delivery for Our Nation’s Veterans
(PTF). That report was made final in May 2003. To underscore the importance of this issue, we
again cite the recommendations of the PTF.

VA’s health-care facility major and minor construction over the 1996 to 2001 period
averaged only $246 million annually, a recapitalization rate of 0.64 percent of the $38.3 billion
total plant replacement value. At this rate, VA will recapitalize its infrastructure every 155
years, When maintenance and restoration are considered with major construction, VA invests
less than 2 percent of plant replacement value for its entire facility infrastructure. A minimum of
5 percent to 8 percent investment of plant replacement value is necessary to maintain a healthy
infrastructure. If not improved, veterans could be receiving care in potentially unsafe,
dysfunctional settings. Improvements in the delivery of health care to veterans require that VA
and the Department of Defense adequately create, sustain, and renew physical infrastructure to
ensure safe and functional facilities.

Mr. Chairman, the PTF also recornmended that “an important priority is to increase
infrastructure funding for construction, maintenance, repair and renewal from current levels.
The importance of this initiative is that the physical infrastructure must be maintained at
acceptable levels to avoid deterioration and failure.”

The PTF goes on to state, “Within VA, areas needing improvement include developing
systematic and programmatic linkage between major construction and other lifecycle
components of maintenance and restoration. VA does not have a strategic facility focus but
instead submits an annual top 20-facility construction list to Congress. Within the current
statutory and business rules, VA can bring new facilities online within four years, However, VA
facilities are constrained by reprogramming authority, inadequate investment, and lack of a
strategic capital-planning program.”

The PTF articulates that VA must accomplish three key objectives:
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[€)) invest adequately in the necessary infrastructure to ensure safe,
functional environments for health-care delivery;

€3] right-size their respective infrastructures to meet projected demands
for inpatient, ambulatory, mental health, and long-term care requirements; and

3 create abilities to respond to a rapidly changing environment using
strategic and master planning to expedite new construction and renovation efforts.

We of the IBVSOs concur with the provisions contained in the PTF final report. If
construction funding continues to be inadequate, it will become increasingly difficult for VA to
provide high-quality services in old and inefficient patient care settings.

Mr. Chairman and distinguished members of the Committee, Congress must ensure that
there are adequate funds for the major and minor construction programs so the VHA can
undertake all urgently needed projects.

I will here briefly articulate our view that in those instances where no impediment arises
in providing veterans care and services the extensive inventory of historic structures must be
protected and preserved. VA’s historic structures illustrate America’s heritage of veterans’ care,
and they enhance our understanding of the lives of the soldiers and sailors who bave shaped our
country. Of the almost 2,000 historic structures VA owns, many are neglected and deteriorate
further every year, These structures must be stabilized, protected, and preserved. As the first step
in addressing this responsibility, VA must develop a comprehensive national program for its
historic properties. Because most heritage structures are not suitable for modern patient care, the
Capital Asset Realignment for Enhanced Services planning process did not produce a national
preservation strategy. VA must undertake a separate initiative for this purpose immediately.

VA should inventory its historic structures, classify their current physical condition, and
evaluate their potential for adaptive reuse by either the medical centers, local governments,
nonprofit organizations, or private-sector businesses. To accomplish these objectives, we
recommend that VA establish partnerships with other federal departments, such as the
Department of the Interior, and also with private organizations, such as the National Trust for
Historic Preservation. Such expertise should prove helpful in establishing this new program. VA
must also expand its limited preservation staffing.

For its adaptive reuse program, VA needs to develop models and policies that will protect
historic structures that are leased or sold. VA’s legal responsibilities, for example, could be
addressed through easements on property elements, such as building exteriors, interiors, or
grounds. The National Trust for Historic Preservation has successfully assisted the Department
of the Army in managing its historic properties.

We recommend that specific funds should be included in the FY 2006 budget to develop
a comprehensive program with detailed responsibilities for the preservation and protection of
VA’s inventory of historic properties.

The last issue I will address here today is the view that VA should avoid the temptation to
reuse empty space inappropriately. Studies have suggested that the VA medical system has
extensive empty space that can be cost-effectively reused for medical services, and that one
medical center’s unused space may help address another’s deficiency. Although these space
inventories are accurate, the basic assumption regarding viability of space reuse is not.

Medical design is complex because of the intricate relationships that are required between
functional elements and the demanding requirements of equipment that must be accommodated.
For the same reasons, medical facility space is rarely interchangeable. Unoccupied rooms located
on a hospital’s eighth floor, for example, cannot offset a second-floor space deficiency because
there is no functional adjacency. Medical space has very critical inter- and intradepartmental
adjacencies that must be maintained for efficient and hygienic patient care. In order to preserve
these relationships, departmental expansions or relocations usually trigger “domino” effects on
the surrounding space. These secondary impacts greatly increase construction costs and patient
care disruption.
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Medical space’s permanent features, such as floor-to-floor heights, column-bay spacing,
natural light, and structural floor loading cannot be altered. Different medical functions have
different requirements based on these characteristics. Laboratory or clinical space, for example,
is not interchangeable with ward space because of the need for different column spacing and
perimeter configuration. Patient wards require natural light and column grids that are compatible
with room layouts. Laboratories should have long structural bays and function best without
windows. In renovation, if the “shell” space is not suited to its purpose, plans will be larger, less
efficient, and more expensive. !

Using renovated space rather than new construction only yields marginal cost savings.
Build out of a “gut” renovation for medical functions is approximately 85 percent of new
construction cost. If the renovation plan is less efficient or the “domino™ impact costs are greater,
the savings are easily lost. Remodeling projects often cost more and produce a less satisfactory
result. Renovations are appropriate to achieve critical functional adjacencies, but they are rarely
economical.

Early VA centers used flexible campus-type site plans with separate buildings serving
different functions. Since World War I, however, most hospitals have been consolidated into
large, tall “modern” structures. Over time, these central towers have become surrounded by
radiating wings with corridors leading to secondary structures. Many medical centers are built
around prototypical “Bradley buildings.” The VA rushed to build these structures in the 1940s
and 1950s for World War II veterans. Fifty years ago, these facilities were flexible and
inexpensive, but today they provide a very poor chassis for the body of a modern hospital.
Because most Bradley buildings were designed before the advent of air conditioning, for
example, the floor-to floor heights are very low. This makes it almost impossible to retrofit
modern mechanical systems. The wings are long and narrow (in order to provide operable
windows) and therefore provide inefficient room layouts. The Bradley hospital’s central core has
a few small elevator shafts that are inadequate for vertical distribution of modern services.

Much of the current vacant space is not situated in prime locations but is typically located
in outlying buildings or on upper floor levels. The permanent structural characteristics of this
vacant space often make it unsuitable for modem medical functions. VA should perform a
comprehensive analysis of its excess space and deal with it appropriately. Some of this space is
located in historic structures that must be preserved. Some space may be suitable for enhanced
use. Some should be demolished. Each medical center should develop a plan to find suitable
uses for its non-historic vacant properties.

VA should develop a comprehensive plan for addressing excess space in properties that
are not suitable for medical or support functions due to its permanent characteristics or location.

Mr. Chairman and distinguished members of this Committee, this concludes my
statement and I will be happy to respond to any questions you may have.
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Chairman Buyer, Ranking Member Evans, and members of the Committee:

AMVETS is honored to join fellow veterans service organizations at this hearing on the VA’s budget
request for fiscal year 2008. My name is Richard A. Jones, National Legislative Director, and | am
pleased to provide you our best estimates on the resources necessary o carry out a responsible
budget for the fiscal year 2006 programs of the Department of Veterans Affairs. AMVETS testifies
before you today as a co-author of The independent Budget.

§

For over 19 years AMVETS has worked with the Disabled American Veterans, the Paralyzed
Veterans of America, and the Veterans of Foreign Wars to produce a working document that sets
out our sbending recommendations on veterans’ programs for the new fiscal year. Indeed, we are
proud that over 40 veteran, military, and medical service organizations endorse these
recommendations. in whole, these recommendations provide decision-makers with a rational,
rigorous, and sound review of the budget required to support authorized programs for our nation’s
veterans.

In developing this document, we believe in certain guiding principles. Veterans must not be forced
to wait for the benefits promised them. Veterans must be assured of access to high quality heaith
care. Veterans must be guaranteed access to a full continuum of healthcare services, including
long-term care. And, veterans must be assured burial in a state or national cemetery in every state.

ltis our firm belief that the mission of the VA must continue to include support of our miitary in times
of emergency and war. Just as this support of our military is essential to national security, the focus
of the VA medical system must remain centered on specialized care. VA’'s mission to conduct
medical and prosthetics research in areas of veterans’ special needs is critical to the integrity of the
veterans healthcare system and to the advancement of American medicine.

In addition, the VA healthcare system is responsible for great advances in medical science, and
these advanced benefits all Americans. The VHA is the most cost effective application of federal
healthcare dollars, providing benefits and services at 25 percent lower cost than other comparable
medical services. In times of national emergency, VA medical services can function as an effective
backup to the DoD and FEMA.
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Noting the mission of the VA, it is important to understand the areas .where VA funding must be
increased. The VA budget must address the pending wage increases for VA employees. It must
address the continuing backlog in veterans waiting for health care and it must address, as well, VA's
benefits casework backlog. There are severely disabled veterans and those needing home-based
healthcare in those backlogs, and 1 think we can all agree that this situation should be addressed
and corrected.

As we look to fiscal year 2006, we witness a live lesson about the challenges inherent to inadequate
funding. VA says that action was taken, due to inadequate resources, to ban healthcare access to
tens of thousands of veterans who are eligible to enroll in the very system put in place to serve
them. The resource situation reaches the absurd when, after blocking entry to these so-called “high
income” veterans, VA directs its workers under VHA Directive 2003-003, January 17, 2003, to send
banned veterans to Community Social Work for assistance. For those brave men and women who
once served to defend America's freedom, welfare has replaced their eamed benefit.

Looking at the 2006 budget, released last week, AMVETS notes that the Administration is proposing
an $880 million increase in VA health care. More than 85 percent of the administration’s proposed
increase, $768 r{nimon, comes directly from the wallets of veterans using the system, inthe formof a
new user tax and a doubling of prescription copayments for about 2 milion veterans.

When stripped of the proposed new user tax and increased copay, the budget recommendation
presents a paitry one-half of one percent increase above last year's funding—$111.2 million—not
even enough to cover the president's proposed federal pay raise for the medical staff that delivers
veterans' health care. The result of these proposals, according to VA, would push 215,000 former
servicemembers out of the very system designed for their care.

To avoid implerﬁentation of the proposed exclusion of these veterans, The Indespendent Budget
recommends Congress provide $31.2 billion to fund VA medical care for fiscal year 2005, an
increase of $3.5 billion over the Administration’s request. We ask Congress to recognize that the
VA healthcare system can only bring quality health care if it receives adequate funding. itis an
excellent investment for America.

Not only would adequate funding allow VA to achieve its mission of providing veterans health care,
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young Americans will see that our nation does not abandon its responsibilities to those who have
served in armed defense of our nation. It would send a message that the contributions of
servicemembers are appreciated above the priorities of non-defense, non-homeland security, and
other non-veteran spending programs.

itis also important to clearly state that AMVETS along with its independent Budget pariners strongly
supports shifting VA healthcare funding from discretionary funding to mandatory. We recommend
this action because the current discretionary system is not working. Moving to mandatory funding
\)vould give certainty to healthcare services. VA facilities would not have to deal with the whimsy of
discretionary funding, which has proven inconsistent and inadequate. Mandatory funding would
provide a comprehensive solution to the current funding problem. Once healthcare funding matches
the actual average cost of care for veterans enrolled in the system, with annual indexing for inflation,
the VA can fulfill its mission. ’

The National Cemetery Administration

Before | address budget recommendations for the National Cemetery Administration (NCA), which is
AMVETS's primary responsibility in the development of The Independent Budget, | would like
members of the Committee to know that AMVETS is truly grateful to those who serve on this
important committee. Through your work, you represent the veteran’s voice. And as you lead the
country in addressing issues important to veterans and their families, you may be assured that we
will work with you and help report your leadership to the nation.

The members of The Independent Budget recommend that Congress provide $204 million in fiscal
year 2006 for the operational requirements of NCA, the national Shrine initiative, and the backlog of
repairs. We recommend your support for a budget consistent with NCA’s growing demands and in
concert with the respect due every man and woman who wears the uniform of the United States
Armed Forces. This recommendation includes the start of a five-year $250 million program to
restore and improve the condition and character of NCA cemeteries and, in total, is an increase—
almost entirely aimed at improving the NCA Shrine initiative~of $40 million over the Administration’s
request for next year.

Clearly, the aging veteran popuilation has created great demands on NCA operations. Primarily
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because of the mortality rate of World War !l and Korean War veteréns is increasing, as is the
usage of burial services by Vietnam War Veterans, actuarial projections do not suggest a decline in
these demands for many years. From current interment levels of 100,000 per year, the VA
interment rate is projected to increase sd‘ccessive!y over the next several years peaking at 108,000
in the year 2008.

The National Cemetery Administration maintains more than 2.6 million gravesites in approximately
14,000 acres of cemetery land and inters more than 100,000 veterans annually. The NCA
management responsibilities include 120 cemeteries: of these, 60 have available, unassigned
gravesites for burial of both casketed and cremated remains; 26 allow only cremated remains; and
34 are closed to new interments.

Progress is underway at several sites around the country to complete construction of new national
cemeteries. Funding is already in place for the Georgia National Cemetery, Atlanta, Georgia; the
Great Lakes National Cemetery, Detroit, Michigan; the Southern Florida's National Cemetery, Miami,
Florida; the Ft Sill National Cemetery, Oklahoma City, Oklahoma; the National Cemetery of the
Alleghenies, Pittsburgh, Pennsylvania; and the Sacramento National Cemetery, Sacramento,
Caiifornia.

The administration’s recommendations in the 2006 budget contain $41 million of additional funding
for land acquisition and related costs for six new cemeteries authorized under Public Law 108-109 to
include sites at Bakersfield, California; Birmingham, Alabama; Columbia/Greenville, South Carolina;
Southeastern, Pennsylvania; and Sarasota, Florida.

We ask for your strong commitment in supporting the administration’s request for these funds in the
congressional budéet and final appropriations for the new year, With the opening of these new
national cemeteries and state cemeteries, 100, the percentage of veterans served by burial option
within 75 miles of their residence will rise to 85 percent from a level of 73 percent in 2001, almost
doubling the number of gravesites during this period.

The members of The Independent Budget are encouraged by the Administration’s recommended
increase in NCA resources for Fiscal Year 2005. It should be recognized, however, that while the
administration’s proposal adequately addresses employment increases and equipment needs, it
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does not serve to addresé problems and deficiencies identified in the Study on Improvements to
Veterans Cemeteries, a comprehensive report submitted in 2002 by VA to Congress on conditions
at each cemetery.

Volume 2 of the Study identifies over 900 projects for gravesite renovation, repair, upgrade, and
maintenance. According to the Study, these project recommendations were made on the basis of
the existing condition of each cemetery, after taking into account the cemetery’s age, its burial
activity, burial options and maintenance programs. The total estimated cost of completing these
‘projects is nearly $280 million, according to the Study.

As any pﬁb!ic facilities manager knows, failure to correct identified deficiencies in a timely fashion
results in continued, often more rapid, deterioration of facilities and increasing costs related to
necessary repair. The IBVSOs agree with this assessment and request Congress carefully consider
this report to address the condition of NCA cemeteries. We recommend that Congress and VA work
together to establish a timeline for funding these projects based on the severity of the problems to
ensure they remain respectful settings for deceased veterans and visitors. We recommend an
establishment of a 5-year $250 million program to complete projects identified in the Study.

Volume 3 of the Study describes veterans cemeteries as national shrines saying that one of the
most important elements of veterans cemeteries is honoring the memory of America’s brave men
and women who served in the Armed Forces. “The commitment of the nation,” the report says, “as
expressed by law, is to create and maintain national shrines, transcending the provisions of benefits
{o the individual...even long after the visits of families and loved ones.”

indeed, Congress formally recognized veterans cemeteries as national shrines in 1973 stating, “All
national and other veterans cemeteries...shall be considered nationa! shrines as a tribute to our
gallant dead.” (P.L. 93-43:24 1003(c)} Moreover, many of the individual cemeteries within the
system are steeped in history and the monuments, markers, grounds and related memorial tributes
represent the very foundation of these United States. With this understanding, the grounds,
including monuments and individual sites of interment, represent a national treasure that deserves
to be protected and nurtured.

Unfortunately, despite NCA continued high standards of service and despite a true need to protect
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and nurture this national treasure, the system has and continues to be seriously challenged. The
current and future needs of NCA require continued adequate funding to ensure that NCA remains a
world-class, quality operation to honor veterans and recognize their contribution and service to the
Nation. '

The State Cemetery Grants Program:

For funding the State Cemetery Grants Program, the members of The Independent Budget
recommend $37 million for the new fiscal year, an increase of $5 million over the Administration
proposal. The State Cemetery Grants Program is an important complement to the NCA, It helps
States establish gravesites for veterans in those areas where NCA cannot fully respond to the burial
needs of veterans. The enactment of the Veterans Programs Enhancement Act of 1998 has made
this program very active and attractive to the states.

Clearly, the enactment of the Veterans Benefits Improvements Act of 1998 has heightened the
interest in the state cemetery grants program and increased participation of states in establishing
fully equipped cemeteries for veterans. In fiscal year 2004, the state cemetery grant program had
helped prbvide\»burial space for 18,246 burials of veterans and their eligible family members, an
increase of nearfy 5.8 percent over the prior year.

Currently, six new cemeteries are under construction in Boise, {daho (the last state in the nation
without a veterans’ cemetery); Wakeeny, Kansas; Winchendon, Massachusetts; Killeen, Texas; and
Suffolk, Virginia (serves 200,000 veterans in the Tidewater area). As before the 1998 legislative
change, States remain totally responsible for operations and maintenance expenses {o ensure
conditions remain in a manner appropriate to honor the memory of veterans.

To augment subport for veterans who desire burial in state facilities, members of The Independent
Budget support increasing the plot allowance to $745 from the current level of $300. The plot
allowance now covers less than 6 percent of funeral costs. Increasing the burial benefit to $745
would make the amount nearly proportional to the benefit paid in 1873. In addition, we firmly believe
the plot allowance should be extended to all veterans who are eligible for burial in a national
cemetery not solely those who served in wartime.
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The Independent Budget veterans service organizations (IBVSOs) also request Congress review a
series of burial benefits that have seriously eroded in value over the years. While these benefits
were never intended to cover the full costs of burial, they now pay for only a fraction of what they
covered in 1973, when they were initiated.

The IBVSOs recommend an increase in the service-connected benefits from $2,000 to $4,100.
Prior to action in the last Congress, increasing the amount $500, the benefit had been untouched
since 1988. The request would restore the allowance to its original proportion of burial expense.

The IBVSOs recommend increasing the nonservice-connected benefit from $300 to $1,270, bringing
it back dp to its original 22 percent coverage of funeral costs. This benefit was last adjusted in
1978, and today covers just 6 percent of burial expenses.

The IBVSOs also recommend that Congress enact legislation to index these burial benefits for
inflation to avoid their future erosion.

Mr. Chairman, this concludes my statement. | thank you again for the privilege fo present our views,
and | would be pleased to answer any questions you might have.
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February 15, 2005

The Honorable Steve Buyer, Chairman
House Veterans’ Affairs Committee
Cannon House Office Building
Washington, D.C. 20515

Dear Chairman Buyer:

Neither AMVETS nor | have received any federal grants or contracts,
during this year or in the last two years, from any agency or program
relevant to the February 15, 2005, Committee hearing on the VA’s
budget request for Fiscal Year 2006.

Sincerely,
Richard Jones
National Legislative Director
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Disclosure

The National Association for Uniformed Services (NAUS) has not received grants (and/or
subgrants) or contracts (and/or subcontracts) from the federal government for the past three fiscal
years.
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WILLIAM M. MATZ, JR.
MAJOR GENERAL, US ARMY, RETIRED
PRESIDENT
NATIONAL ASSOCIATION FOR UNIFORMED SERVICES

Major General William M. Matz, Jr., Retired, was born in Drexel Hill, Pennsylvania. Upon
graduation from Gettysburg College, he was commissioned a second lieutenant and assigned to
the 82" Airborne Division. Following this initial assignment, he served along the demilitarized
zone in Korea with the 1% Battalion, 8% Cavairy, 1% Cavalry Division and 2™ Battalion, 23"
Infaniry, 2* Infantry Division successively as a rifle company commander and battalion S3.
Upon his return from Korea, he was assigned to the Ranger Department, U.S. Army Infantry
School. In October 1967, he arrived in Vietnam and served as a rifle company commander with
the 3™ Battalion, 47" Infantry, ofh Infantry Division, in the Mekong Delta, where he was
wounded in action during the 1968 Tet Offensive.

Upon return from Vietnam, he was assigned as Assistant Professor of Military Science, ROTC
Department, Middlebury College, Vermont. MG Matz returned to WESTPAC in June 1970
where, as Plans/Special Operations Officer on the Afloat Staff, Amphibious Forces, Pacific
Fleet, he planned and participated in amphibious operations along the Vietnam coast. In June
1973, he was assigned to the Strategy, Plans and Policy Directorate, ODCSOPS, DA, as a
strategic planner and Directorate Executive Officer until assuming command of the 3™ Battalion,
187" Infantry, 101* Airborne Division in July 1977. In 1980, he returned to the 82™ Airborne
Division and served as Division G3 from June 1980 to July 1982. Following this assignment, he
returned to Korea where he served as Chief, Force Development Division, G3/J3, Eighth
Army/U.S. Forces Korea Staff.

In 1983, he assumed command of the 4™ Training Brigade, U.S. Army Armor School. Upon
relinquishing command in 1985, he returned 1o the Army Staff as Deputy Director, Training
Directorate, ODCSOPS. This was followed by a tour of duty as Executive Secretary to the
Secretary of Defense. In August 1988, he became the ADC (8), 7™ Infantry Division (Light),
and deployed with the Division to Panama on Operation JUST CAUSE. MG Matz assumed
duties as the Deputy Commanding General, U.S. Army Pacific in February 1990. He then
served as the Deputy Commanding General and interim Commanding General of First Corps and
Fort Lewis from November 1991 until his retirement from the U.S. Army in September 1995.

MG Matz is a graduate of the Infantry Officer Basic and Advanced Courses, the Airborne and
Ranger Courses, the Command and General Staff College and the Army War College. He
received a BA degree in Political Science from Gettysburg College and a MA degree in Political
Science from the University of San Diego.

Among his awards and decorations are the Distinguished Service Cross, Defense Distinguished
Service Medal, Distinguished Service Medal, Silver Star, Defense Superior Service Medal,
Legion of Merit (with three Oak Leaf Clusters), Bronze Star for Valor, Purple Heart, and the
Combat Infantryman Badge.

MG Matz and his wife Linda reside in Great Falls, Virginia, and are the parents of three married
children.
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Mr. Chairman, and distinguished members of the committee:

On behalf of the over 180,000 members of the National Association for Uniformed Services -
NAUS, I thank you for this opportunity to present our members’ views on the proposed budget
for the Department of Veterans Affairs for Fiscal Year 2006.

The National Association for Uniformed Services (NAUS) prides itself in being “The
Servicemember’s Voice in Government — Focusing on People.” NAUS is unique. Founded in
1968, it’s the only military affiliated association whose members are representative of the entire
military/veteran family. This provides a broad representation when dealing with Congress, the
White House, and the Pentagon. NAUS represents all seven branches of the uniformed services:
Army, Navy, Marine Corps, Air Force, Coast Guard, United States Public Health Service
(USPHS), and National Oceanic and Atmospheric Administration (NOAA), including all
components: Active Duty, Retired, Reserve, National Guard, and other veterans, their spouses,
widows/widowers, other family members and survivors; and all grades and ranks —
enlisted/officer.

The primary purpose of the National Association for Uniformed Services (NAUS) is to preserve
and support a strong national defense by ensuring a high quality, well-trained volunteer military
force. Qur priority is to work hard to ensure our Active Duty, Veterans, Retirees, National
Guard, and Reserve personnel receive their “promised” benefits. We strongly believe that doing
this will greatly help in the recruiting effort of all the Services. Military retirees and veterans can
be the military services’ best recruiters, particularly, if they can pass on to prospective members
of the Active and Reserve forces that our Nation keeps its promises to those who have served.

First, we advocate and support the implementation of a “Seamless Transition™ for separating
combat and other veterans. The services, especially the Army and Marine Corps, in concert with
the Department of Veterans Affairs, have made great strides to ensure that returning Operation
Iragi Freedom & Operation Enduring Freedom combat veterans, as well as all other service men
and women who complete their term of service or retire from the service receive timely access to
Department of Veterans Affairs health care and benefits—but there is still work to be done.
These military veterans should be “seamlessly” transitioned into the VA medical system and
given all assistance possible to obtain their earned benefits so when asked, they can confidently
report that a grateful nation does fulfill its promises. Much needs to be done including
developing and deploying an interoperable, bi-directional and standards-based electronic medical
record, a single-stop separation physical examination supported by an electronic separation
document (DD Form 214), determination of VA benefits before separation from the Service, and
a mental health examination and follow-up, coupled with a record of occupational exposures for
possible future mental health problems.
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Next, NAUS advocates full funding for the Department of Veterans Affairs Health Program.
With the increase in discharged Active and particularly Reserve personnel that are now being
added to the system, the demand for access to VA health care continues to exceed what the VA
can deliver in a timely manner. As recommended by the May 2003 Presidential Task Force
Report, the VA should have full funding to provide health care for all enrolled veterans. To have
the funds necessary, the budget for the Department of Veterans Affairs should include
modifications to the current budget process to provide mandatory funding for veterans health
care. We know that the recent request from the Department of Veterans Affairs includes
proposals for 2006 that would add a $250 annual enrollment, and increase the pharmacy co-pay
to $15 for priority 7 and 8 veterans already enrolled in the system, but the full funding of VA
health care would prevent this from happening. While we understand that there are budget
restraints upon the Department and the priority must always be given to those veterans with the
most need, we would ask your committee to study these proposals closely, and explore ways to
open the system for new enrollees in all categories. This will guarantee that all veterans,
including those serving today, will have some level of access to VA Health Care, and it will
prevent any impression that the current warfighter is being pitted against veterans. We applaud
the proposals to drop co-pays for POWs, and for those veterans in hospice care. We also
appreciate the proposal that would authorize the VA to pay co-pays for emergency care for
enrolled veterans at private hospitals.

One item we question in the proposed budget is the “assumption” that administrative
“efficiencies” and improved collection efforts will increase at the rate stated. In real terms the
VA budget has little or no increase in funding from the Government side. All of the increases in
funds will come from the veterans themselves; from the increase in co-pays, enrollment fees and
collections from insurance and other health plans the veterans may have. This does not reflect
Abraham Lincoln’s pledge “to care for those who have borne the battle.” Rather, this says, “We
will take care of you but you have to help pay for it”. This might be acceptable to some veterans
who can afford it, but what about those just on the edge of poverty, where in some instances
someone making $25,000 a year in retirement is considered wealthy by VA rules. This budget
needs an increase in funding from the Government. If the VA wishes to concentrate on the core
disabled and injured, NAUS will certainly accept that. However, those already enrolled should
be taken care of at the same level promised when they entered the VA Health Care System.
Many gave up other medical coverage and because of these proposed changes, may not now
receive the affordable care they need and were promised at enrollment. Any changes in co-pays,
enroliment fees, etc., should only affect future users of the system. NAUS would suggest that it
is unfair to saddle current enrollees with paying the additional costs to raise the funds that are
required to make this budget work.

‘While NAUS strongly advocates not making these changes for those currently enrolled, we
understand that changes may be necessary. If this is the case, then the commitiee may want to
further define priority 7 and 8 veterans to ensure that appropriate copays and or enrollment fees
are only applied to those that can afford it based on the required VA Means Test. Under the
current proposal, these cost increases would apply to ALL priority 7 and 8 veterans in the
system.
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As a way to open the system for more veterans and bring additional funding into the system,
NAUS supports an initiative that provides for the reimbursement by Medicare to VA under
Medicare Subvention for those non-disabled, Medicare-eligible veterans who prefer to use their
Medicare benefits at a VA facility. We recommend the Congress enact the technical authority to
implement Medicare Subvention and test the direct use of Medicare funds at VA facilities.

To meet the need for providing educational benefits through the Montgomery GI Bill (MGIB) to
a new reality of an operationally integrated force of active duty and reserve components, a more
up-to-date GI Bill of education benefits should be developed. Active duty GI Bill benefits have
not kept pace with the rising cost of post-secondary education. Senior active duty service
members who declined to sign up for the VEAP benefit in the late 1970’s and 80’s have been
unfairly denied the opportunity to enroll in MGIB benefits. For members of the Reserves and
National Guard, the MGIB benefits have been degraded to less than 29% of the 47% active duty
benchmark. Also, Reserve and National Guard benefits have no post-service value as a veterans’
benefit, though almost one-half of the Selected Reserve, which is now more than 400,000, have
served on extended combat deployments. NAUS supports a new approach to the GI Bill to
support recruitment needs and provide benefits commensurate with the length and type of
enlistment contract and risks experienced by the Reserves and Guard in mobilization and
deployment.

Another much needed improvement for the Department of Veterans Affairs is the restoration of
additional claims worker positions for the VA staff to process the disability and survivor claims
backlog. Also needed is funding for improved processing technology so that the VA can meet
established performance standards and maintain or exceed this standard for processing claims in
the future.

An issue that affects members of NAUS and its affiliate, the Society of Military Widows, is the
retention of Dependency and Indemnity Compensation (DIC), if remarried. Previously passed
law authorized DIC to remarried surviving spouses at age 57. To attain parity with other federal
survivor programs, we support legislation to lower this age to 55 to retain DIC status and
benefits.

On a related survivor issue we would recommend an increase in the amount of DIC payable to
widows of Catastrophically Disabled Veterans to match other Federal survivor's benefit plans.
Catastrophically Disabled Veterans, whose spouses serve as primary caregivers, receive
additional allowances due to the severity of their service-connected multiple disabilities. These
spouses often perform full-time primary care duty, which precludes them from regular work
resulting in a retirement or Social Security benefits in their own right. When the veteran dies,
the widow's income is reduced to the same DIC payment that other surviving spouses of veterans
receive, whose death was service connected. The percentage of replacement income can be as
little as 15%. The income replacement of other federal survivors' benefit plans is close to 50% of
the benefit upon which they are based. Congress should provide for widows of Catastrophically
Disabled Veterans on a similar basis.

We would also recommend the establishment of a survivor’s office in the VA. A single point-of-
contact office in the VA should be created solely to help survivors of veterans understand and
apply for any benefits they are entitled to receive.
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One last issue that affects those in the active force and with great bearing on those called to
active duty from the Reserve and Guard is strengthening of rights under the Uniformed Services
Employment and Reemployment Rights Act and the Servicemembers’ Civil Relief Act which are
under the jurisdiction of the Veterans Affairs Committee. Because of the duration of large scale
Reserve and Guard call-ups, the committee should consider legislation to strengthen the
protections afforded by these two acts, so that servicemembers called to active duty do not
experience hardships while serving their Nation.

We at NAUS also request joint action by the House of Representatives and Senate to work
together to codify the rules for burial in Arlington National Cemetery to preserve the special
aspect of the Nation’s most hallowed resting place, so that they are not subject to political
considerations.

The 180,000 members of the National Association for Uniformed Services join me in thanking
you, Mr. Chairman and the members of the House Veterans Affairs Committee for your previous
support of the veterans’ programs and ask that you join us in our support for improvements to
these programs so that those who have served their country will report that their Nation
supported them. We recognize and appreciate your longstanding personal commitment on behalf
of the men and women who have defended this great country, and we appreciate your support of
these key issues of importance to military beneficiaries and veterans.
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MR. CHAIRMAN AND DISTINGUISHED MEMBERS OF THE COMMITTEE. On

behalf of the nearly 370,000 members of the Military Officers Association of America (MOAA), I
am honored to have this opportunity to express our views today concerning the administration’s FY
2006 Dept. of Veterans® Affairs Budget Request.

MOAA does not receive any grants or contracts from the federal government.
VETERANS HEALTH CARE BUDGET

Overview. The FY 2006 VA Medical Care Budget includes $28.1 billion in discretionary
appropriations and $2.6 billion in increased collections for a total of $30.7 billien for VA
medical care. With the collections, the VA medical care budget increases by only 2.5%
compared to FY 2005. The Budget projects a drop of 203,000 veteran patients from the system
due to the imposition of an annual usage fee of $250 and increased drug copays on lower
priority veterans. Overall, assuming medical inflation and increased usage by disabled and
other higher priority veterans, as shown in the Budget, MOAA is concerned that the VA
Medical Budget Request reflects negative growth between FY 2005 and 2006,

Strengths and Opportunities

Quality and Safery. By many measures, the VA health care system leads the nation in quality
of care and patient safety (see, for example, Washington Monthly, Jan / Feb 2005: “The Best
Care Anywhere™). MOAA notes that the FY 2006 VHA Budget sustains or slightly increases
“key performance measures” (access standards, including primary and specialty care
appointments, and so forth) and includes an increase of $975.2 million to support care provided
in community-based outpatient clinics (CBOCs).

Care for Enrolled Veterans. The Budget projects an increase in demand of veteran patients
(system “users™) with disabilities, special needs, Purple Heart recipients and the indigent. In
FY 2005 3.6 million veterans in these groups received care and the Budget projects an
additional 107,000 veterans — 3.7 million total — who will receive care in FY 2006. The
Budget, however, projects a decline of 203,000 veteran patients in the lower priority groups,
PG 7s and 8s, from 1.2 million users in 2005 to just over 1 million in 2006. This issue will be
addressed later in this statement.

Menztal Health Care. Recent studies project that 1 out of 6 servicemembers returning from Iraq
and Afghanistan will need care at some point in their lives for PTSD and other mental health
conditions. The Budget begins to address the growing need for additional clinical capacity for
mental health services for veterans and their families. It includes an increase of $100 million in
obligations over 2005, and funds an additional 627 Full-Time Equivalent (FTE) positions to
support the VA’s Mental Health Strategic Plan.
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Planning, Care and Support for Separating Servicemembers and their Families ~ “Seamless
Transition”. Thanks in part to the work of the President’s Task Force (PTF) to Improve Health
Care Delivery for Our Nation’s Veterans (May 2003), and the efforts of former VA Secretary
Tony Principi, DoD and VA have taken further steps to improve the coordination of care and
services to separating Active Duty, National Guard, and Reserve servicemembers and their
families. MOAA notes that a senior level DoD ~ VA planning and coordination structure is
now in place and other initiatives are being realized to some degree. Much more needs to be
done, however, to ensure that DoD and the VA work more closely together to assist and
support those who have “borne the baitle, and their widow(er)s and orphans.”

CARES — Capital Asset Realignment for Enhanced Services. ITn May 2004, the Secretary of
Veterans Affairs announced the national plan to support the CARES process. The Budget
includes $750 million in new construction for CARES. MOAA urges continued emphasis on
the key letter, “E”, in the CARES acronym: enhancement of services for those who have worn
the nation’s uniform.

Exemption from Co-pays and Emergent Care Reimbursement. MOAA is pleased to note that
the Budget Request proposes to eliminate co-payments for veterans receiving hospice care and
for former Prisoners of War. In addition, the budget includes a provision to allow the VA to
pay for emergency room care received in non-VA facilities for enrolled veterans.

Challenges and Concerns

Enrollment Policy During a Time of War. MOAA recognizes that the Veterans Eligibility
Reform Act of 1996 distinguishes between veterans who “shall” be provided care and those for
whom the VA “may” provide care, if Congress agrees to fund their care. When the new
enrollment system was implemented in 1998 and continuing through late 2002, the VA -- under
two different administrations -- invited all honorably discharged veterans to enroll. This policy
doubled enrollment and sharply increased demand for care.

Open enroliment was a deliberate policy decision that enabled the VA heaith system to
transform from a hospital-based, “fix what’s broken” delivery model to an outpatient-oriented
system with hundreds of new VA community-based clinics. With the exception of severely
disabled veterans, all enrollees had to agree to pay drug co-payments for non-service connected
prescriptions. Enrollees were not required to pay usage or enrollment fees.

Although Congress increased VA funding during and after the open enrollment era, there were
insufficient funds to keep pace with the rising demand. Waiting lists increased to unacceptable
levels. Consequently, VA took steps to “triage” demand. It closed future enrollment to a
newly established Priority Group 8 category. Later, it instituted policies to ensure disabled and
other higher priority veterans had assured access to VA appointments, a policy MOAA
supported.

The Budget Request estimates that the proposed usage fees and higher drug copays will drive
about 203,000 Priority Group 7 and 8 enrolled veterans from the system. Although some of
these veterans may have other health insurance options, others do not. They accepted the VA’s
offer to get their care in the system and now they should not be forced to take on increased fees
to ensure their continued access.
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MOAA is disappointed that the VA Budget Request proposes to impose an annual $250 usage
fee on lowest priority veterans whom it earlier had welcomed into the system to help it meet its
transformation goals. For many of them, the imposition of the fees will be perceived as a “bait
and switch” tactic.

MOAA believes that the imposition of a 3250 annual usage fee on some enrolled veterans
sends the wrong signal during a time of war to our nation’s warriors past, present, and
future. We urge the Committee to exempt all currently envolled veterans from annual usage
fees and higher drug copays.

Full-Funding for All Enrolled Veterans. MOAA is disappointed that the administration has not
taken more aggressive action to implement the strong recommendations of the PTF that
Congress provide full funding for all veterans enrolled in Priority Groups 1-7 and resolve the
situation of Priority 8 veterans’ care. Sadly, however, it appears that little attention has been
paid to this recommendation. No legislation has been proposed by the administration to
establish full funding for enrolled veterans — either by a mandatory mechanism or some other
means as recommended by the PTF.

MOAA continues to recommend that the Committee and Congress respond to the
recommendations in the PTF Report by establishing a stable, sustainable funding
mechanism to ensure for the care of all veterans the VA has accepted for care.

New Generation of Veterans. Since September 11, 2001, the nation has sent hundreds of
thousands of service men and women into harms way. Many troops are on their second or third
rotations to combat zones in Iraq and Afghanistan and more than 10,000 have been physically
wounded.

The toll on the wounded in mind and spirit is not precisely known, but experts predict that one
out of six soldiers will require mental health care now or in the future.

The VA has responded to this growing demand by waiving all enrollment criteria for separating
troops who have served in a combat theatre. Returning veterans are enrolled in Priority Group
6 for two years. If they receive a service-related disability rating during that time, they may
continue to receive care in PG 1 to 3.

Among the retuming combat theatre veterans are more than 470,000 men and women of the
National Guard and Reserve forces who qualify as veterans as a result of their service in the
Afghanistan and Iraq campaigns.

Earlier in this testimony, we noted that the VA Budget projects an increase in resources for
mental health services. Overall, however, the budget understates the growing demand for
health services, projecting only an additional 107,000 users (PG 1-6) between FY 2005 and
2006. Based on VA enrollment data of returning combat veterans under the two-year “open
enrollment” policy, however, it’s almost certain that there will be substantially higher demand
on the VA system.
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MOAA strongly urges Congress to provide additional resources to meet the needs of
separating servicemembers during the engoing war on terror and to plan for sufficient
additional resources for the care of those returning from repetitive deployments.

‘Seamless Transition’ Initiatives Must Include Family Needs. MOAA continues to support
DoD-VA efforts to improve health care and services for our servicemembers as part of the
shared goal of achieving ‘seamless transition’. While much has been done, there is an urgent
need to provide more outreach and support to returning servicemembers and their families,
particularly those severely wounded. Responsibility for support is a shared responsibility
between multiple offices and agencies within the DoD, and the Departments of Veterans
Affairs and Labor communities.

The impact on spouses and family members and the decisions they will have to make when
they learn their loved one in the military has been injured are tremendous. A care management
approach that helps these families navigate complicated health care, benefits, employment and
transition systems and programs will help alleviate some of the enormous burdens these
families must bear.

MOAA urges Congress to provide the necessary resources to ensure DoD and VA have the
appropriate education, training, pre-clinical and consultations services, including family
counseling, screening, and clinical services to meet the longer-term medical and support
needs of our combat veterans and their families.

Policy, Planning and Technical Support of ‘Seamless Transition’. Veterans of past conflicts
often got sub-par services due to lack of adequate procedures, policies, and technologies
supporting their transition from the armed forces into the VA. Given the unknown duration of
the war on terror, there is a unique opportunity today to fix processes that in the past have
hampered the delivery of services to our nation’s servicemembers and veterans. The PTF
made a special point of highlighting the importance of getting transition services right not only
for our nation’s veterans but to also to advance the more effective and efficient use of taxpayer
resources.

As a nation, we have the technical capacity to develop and implement seamless transition
initiatives. A country that can place robots on Mars to explore that distant and hostile
environment, can, if there is a shared sense of urgency, refine and improve the technology and
processes that support transition from military service. These initiatives include development
of bi-directional, electronic medical records between the DoD and the VA, expansion and
standardization of the benefits-delivery-at-discharge (BDD) program, a “one-stop” separation
physical, and an electronic DD-214 service record.

MOAA recommends that the Committee arrange for a joint full Committee hearing with the
Committee on Armed Services to review progress on “seamless transition” initiatives and to
identify funds and other resources to accelerate improvement of services for separating
veterans.

Gaps in CARES. MOAA and others have noted that the CARES planning process does not
include planning for mental health services and long-term care. MOAA continues to urge
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inclusion of those requirements in ongoing facilities decisions resulting from the CARES
process.

CARES and DoD Facilities Planning Process. The VA Budget Request includes $15 million
to advance DoD — VA facilities collaboration. It is not clear whether ongoing or planned
projects have been integrated in the CARES process or DoD’s preparation for the next round of
military base realignment and closure -- BRAC. MOAA maintains that these collaborative
projects must include as an outcome measure the enhancement of service 1o eligible veterans
and servicemembers.

MOAA urges the Committee to closely monitor use of funds for VA-DoD facilities
collaboration and to judge sharing projects on whether they improve access and quality of
care for all eligible beneficiaries.

Medical Care Collections Fund (MCCF). The Budget Request projects a very large increase of
$635 million in MCCF, a hefty 32% increase over 2005. The Budget indicates some of the increase
is attributable to a consolidation of other accounts into MCCF. However, the Budget does not
present much backup information to substantiate how the projected MCCF increases will be

* realized. The Budget Request is banking largely on the MCCF to achieve a 2.5% increase in the
VA medical care business line, but MOAA must question the reliability of the projection without
additional detail on how this will be achieved.

Shortages of Medical Professionals. The Budget Request projects a decline of nearly 1100
registered nurses between 2005 and 2006. With the exception of 2 modest increase of 50
physicians, other disciplines show a decline including, LPNs, non-physician providers, health
technicians / allied health specialists, and other FTE service delivery positions. The Budget
includes initiatives to help address nursing and other shortages. These may indeed help, but the
Committee may need to target additional resources to sustain medical capacity going forward.

Preserving Access to Earned Health Benefits ~ no “forced choice”. MOAA appreciates the
leadership shown by Congress in protecting dual-eligible veterans” access to all earned health
care benefits. Dual-eligible veterans are military retirees whose careers of service to the nation
entitles them to lifetime health coverage under TRICARE and eligibility for enrollment in VA
health care. However, some administration officials have recommended that military retired
veterans should be compelled to relinquish one health benefit or the other, a concept we call
“forced choice.”

A better solution is to develop effective reimbursement procedures between DoD and VA, and
we niote some progress in this area by the DoD — VA Health Executive Council. Agency-level
coordination mechanisms must be designed in ways that foster budget coordination and
reconciliation without placing the burden or the blame on the backs of those who have eamned
dual-access to VA and DoD health care services.

MOAA appreciates the Commiittee’s prior support in opposing “forced choice” proposals that
would compel dual-eligible veterans to relinquish access to either DoD or VA-sponsored

health care services.

VETERANS BENEFITS
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Overview. The 2005 VA Budget Request includes $37.4 billion for entitlement costs
associated with benefits administered by the Veterans Benefits Administration (VBA).
Additional funds are identified in the Budget Request for improving compensation claims
processing and the management of benefits programs including disability compensation;
pensions; education; vocational rehabilitation and employment; and life insurance.

Strengths and Opportunities

Burial Program. MOAA is pleased to note that the Budget Request includes funds for
continued expansion and improvement of national cemeteries. The Budget contains $90
million for construction projects, including funds for the purchase of land for six new national
cemeteries in Bakersfield, CA; Birmingham, AL.; Columbia-Greenville, SC; Jacksonville, FL.;
Sarasota, FL; and southeastern Pennsylvania; and expansion of the Fort Rosecrans Annex in
Miramar, CA. The budget also includes $32 million for new state cemetery grants.

Challenges and Concerns

Disability Claims: Quality and Process Improvements Needed. The VA Budget Request states
that in 2004, initial VA claims averaged 120 days to process. But, 21% of all claims averaged
over 6 months to complete. Achieving a consistent output of quality claims — reducing errors
and making sound initial judgments -~ has eluded the claims system. We note that the VA
Budget supports an increase of 113 FTE in the claims business. However, the Budget states
that the average time to process an initial claim will increase to 145 days in 2006 for a variety
of reasons. This trend is going in the wrong direction and must be reversed to be fair to
returning disabled veterans. Clearly, the VA needs to model the processes used by successful
“tiger teams” and replicate them throughout the system. Additional investment in training,
FTE, and technology also will be needed to reach sustainable quality and timeliness goals.

MOAA supports increases in claims-workers, technology, and training in the VA Budget to
reach and sustain performance goals.

Survivor Benefits. MOAA appreciates the leadership of many members of Congress in
recognizing that death gratuity benefits and Servicemembers Group Life Insurance (SGLD
limits are insufficient to help the survivors and dependents of our nation’s fallen defenders.
MOAA is confident that most Americans recognize raising these benefits is the very least thata
grateful nation can and should do for the survivors of those who have made the ultimate
sacrifice. Large private sector companies typically provide free insurance equal to two years’
salary, up to some six-figure cap. Service men and women sent into harms’ way to protect the
nation deserve no less.

MOAA recommends the Committee authorize $100K of SGLI coverage free of charge to all
who purchase $300K, and guaranteed free $150K coverage for all assigned to combat zone.
If a premium increase is needed, MOAA strongly recommends that it be structured so that
the government, not the servicemember, picks up the extra cost,

Stress on Armed Forces Recruiting and the Role of the Montgomery GI Bill
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Rising pressures on the nation’s armed forces — Active Duty, National Guard, and Reserve —
are having an enormous impact on the ability of the Services to recruit and retain young men
and women to military service. In January for the first time in ten years, the Marine Corps
missed its recruiting target. The National Guard has fallen short of its annual enlistment
objectives by more than 10% in the last two years.

MOAA appreciates the increases in enlistment and reenlistment bonuses Congress enacted in
last year’s National Defense Authorization Act (P.L. 108-767). More may be needed in that
regard. In addition, we believe that the Montgomery GI Bill (MGIB) must be re-designed and
improved to support armed forces recruiting and retention programs. With jurisdiction over GI
Bill programs, the Committee can play a critical role in supporting the Services in meeting their
recruiting goals.

Unlike earlier postwar GI Bill education programs, a fundamental objective of the modemn
MGIB is support of active duty and reserve forces recruitment. Now more than ever, the
MGIB must be improved to help struggling recruiters “make mission” and sustain military
readiness.

Active Duty MGIB (Chapter 30, Title 38 USC). On 1 October 2004, MGIB-Active Duty rates
increased to $1004 per month for 36 months of full-time study under a three-year or longer
enlistment. Dept. of Education data show that the MGIB-AD covers only 63% of the cost of
expenses at the average four-year public college or university education, assuming full-time use
of benefits.

Active duty troops may use all of their MGIB benefits on active duty, but the reimbursement
rate is actually lower than the rate they would get if they separated (Section 3032, Title 38
USC). A lower active duty reimbursement rate may serve as a disincentive to reenlistment.

Recommendations for the Active Duty MGIB:

1. Benchmark MGIB-AD rates to the average cost of a four-year public college or
university education. Despite significant increases in MGIB benefits in recent years,
benefits support only 63% of the actual costs of an education at the average four-year
college or university. Benchmarking MGIB benefit levels to the cost of education
would be a powerful tool for armed forces recruiting.

2. Eliminate the MGIB-AD enrollment fee. College students receive generous federal
loans for their education from their government with no obligation of service to the
nation and no upfront payments. Conversely, young Americans who volunteer to serve
in the Armed Forces are automatically docked a substantial portion of their first year’s
pay in order to enroll in the MGIB-AD. If they decide to leave the service but do not
use remaining MGIB-SR entitlement, there is no authority to recover the $1200 fee.

3. Enrollment Option for Career Servicemembers who Declined “VEAP”. 63,000
career servicemembers on active duty today declined to enroll in “VEAP” - the Post-
Vietnam EraVeterans Education Assistance Program (Chapter 32, 38 USC) ~ on the
advice of military recruiters. In many cases, they were told that they would do better to
invest the VEAP enrollment fee of $2700 and wait to enroll in the coming Montgomery
GI Bill. They deserve one opportunity to enroll in the MGIB prior fo retirement.

4. Equalize MGIB reimbursement rates for AD servicemembers with the
reimbursement rates for veterans. Section 3032 of Chapter 30 lowers reimbursement
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rates for the MGIB for servicemembers who use their benefits on active duty under
certain circumstances. At one time, this provision may have served a useful purpose,
but today the authority results in inequitable benefit reimbursement if a servicemember
takes courses or training on active duty to advance professional qualifications and attain
personal goals.

5. Transferability of Benefits. About two-thirds of today’s force is married. Many
reenlistment decisions are based on family needs. MOAA supports the concept of
permitting transfer of up to one-half of remaining MGIB entitlement to immediate
family members for those who commit to serve a military career (e.g., those who
commit to serve at least 14 years normally will later complete 20 or more years service).

Selected Reserve MGIB (Chapter 1606, Title 10 USC). MGIB-SR rates originally were set at
47% of MGIB-AD rates when the program began on 1 July 1985. That ratio was maintained
for 14 years until 1999, when Congress enacted a series of rate increases for the MGIB-AD
alone. Consequently, MGIB-SR rates began to drop proportional to AD rates and today the
present ratio to active duty rates is 28.7%. On October 1, MGIB-SR rates received a COLA
increase to $288 per month for 36 months under a six-year Selected Reserve enlistment.

MOAA appreciates the increase in MGIB benefits for mobilized Guard and Reserve troops
enacted last year. The FY2005 National Defense Authorization contains new authority for
members of the Selected Reserve called-up to active duty to participate in the MGIB-AD on a
proportional basis of 40% for 90 days service up to 80% for two years service. We believe,
however, that more aggressive measures are needed to buttress recruiting among Guard and
Reserve forces.

MGIB -Selected Reserve Recommendations:

1. Restore proportional parity between the MGIB-SR and the MGIB-AD. To support
Guard and Reserve recruitment, MGIB-SR rates should be restored to about 50% of
MGIB-AD rates and adjusted automatically with any future changes in the Chapter 30
program.

2. Establish a transition or reenlistment benefit for the MGIB-SR. The MGIB-SR has
no value as a veteran’s benefit since participants must remain in the Selected Reserve to
retain eligibility. MOAA is grateful to Congress for the recent extension of the in-
service usage period from 10 years to 14 years. However, due to the radically changed
nature of reserve service, the MGIB-SR should be structurally aligned with the MGIB-
AD. Servicemembers who complete their service agreement should be able to use
remaining entitlement after separation; alternatively, benefit rates should be raised for
those who agree to reenlist or extend their service.

3. Permit Aggregate Active Duty Service in a contingency operation to qualify for
MGIB-AD benefits. P.L. 108-767 contains expanded authority for reservists who
serve on active duty since 9/11 to qualify for pro-rated MGIB-AD benefits: 90 days to
12 months = 40% MGIB-AD; at least one year but less than two years = 60% MGIB-
AD; two years = 80% MGIB-AD. Due to erratic and inconsistent call-up practices,
Guard and Reserve troops who aggregate up to two years active duty since 9/11 should
be afforded a fuill MGIB-AD enrollment opportunity if they agree to continuous
Selected Reserve service as required in Section 3012 of Title 38 USC.
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4. Open licensing / certification tests and high technology courses to MGIB-SR
participants. Today’s educational system provides students with the opportunity to
enroll in a variety of nontraditional courses offered through multiple venues. To allow
the Selected Reserve the flexibility to take advantage of these educational opportunities,
the MGIB-SR rules should be amended to allow accelerated lump sum payments of
60% of tuition and fees for short term, high tech courses. In addition, participants
should be able to use up to $1000.00 entitlement for tests to obtain a license or
certification. Both options are currently offered to the MGIB-AD participants, but not
MGIB-SR participants.

MOAA urges the Committee to recommend additional resources to “re-tool” the MGIB for
the 21° Century force. A total force on the battlefield — Active Duty, Guard, and Reserve —
must be supported by a total force approack to the GI Bill for the benefit of recruiting and
retention and the post-service transition of those who have worn the nation’s uniform.

Retention of Dependency and Indemnity Compensation (DIC) for Remarried Spouses. MOAA
commends this Committee and Congress for enacting legislation to allow retention of DIC for
eligible surviving spouses who remarry after age 57.

MOAA supports lowering the DIC Remarriage Age to 55 to align the benefit with all other
Federal survivor remarriage programs. MOAA recommends the Committee earmark the
Sunding needed for this adjustment.

Conclusion

The Military Officers Association of America greatly appreciates the opportunity to present our
views on funding priorities for the administration’s FY 2006 budget submission for the
Department of Veterans Affairs. MOAA is very appreciative of the support provided to
servicemembers and veterans in the past and we look forward to working with the leadership of
the Committee and its distinguished members to ensure full funding for veterans health care
and benefits programs.
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STATEMENT OF
PETER S. GAYTAN, DIRECTOR,
VETERANS AFFAIRS AND REHABILITATION COMMISSION
THE AMERICAN LEGION
BEFORE THE
COMMITTEE ON VETERANS’ AFFAIRS
UNITED STATES HOUSE OF REPRESENTATIVES
ON
THE DEPARTMENT OF VETERANS AFFAIRS
FY 2006 BUDGET REQUEST

FEBRUARY 16, 2005

Mr. Chatrman and Members of the Committee:

Thank you for this opportunity to present The American Legion’s views on the Department of
Veterans Affairs” (VA’s)fiscal year 2006 budget request. The American Legion continues to
advocate for adequate funding levels to ensure America’s veterans receive the health care and
benefits they have earned through their honorable service to this country. With young
servicemembers currently deployed to more than 130 countries, it is the responsibility of this
Committee to ensure VA is indeed capable of meeting its obligation to provide for America’s
veterans. The American Legion commends the Committee for holding this hearing to discuss
this important matter.

Mr. Chairman, the quality of care provided through the VA Health Care System has improved
considerably in the past few decades. VA has recognized the need to treat the nation’s veterans
with the highest quality of care possible and today VA hospitals are consistently recognized as
the top providers of health care in America.

Although the quality of VA health care has improved, the current problem facing today’s
veterans who are turning to VA for their health care needs is inaccessibility. In recent years,
veterans have experienced incredibly long wait times at VA health care facilities. In early 2003,
the backlog of veterans waiting to be seen at VA health care facilities reached 300,000. The
American Legion responded to this health care crisis by implementing the I Am Not A
Number” campaign that identified veterans who were dealing with long wait times, cancelled
appointments and long commutes to VA facilities. It was our intention to remind VA that
patients of the VA health care system are individual veterans deserving of care and not simply
numbers on a list.

As a result of the “I Am Not A Number” campaign, leadership and staff of The American Legion
visited VA health care facilities nationwide to meet with VA Administration and gain a better
perspective of the challenges faced by VA in providing timely access to health care. The
American Legion is continuing those visits and will have visited all VA hospitals within the
continental United States by June 2005. National Commander Tom Cadmus will be issuing the
third in a series of Reports on the Condition of VA Health Care in America that reflect the
findings of the visits later this year.
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It is important that VA be funded at a level that will allow it to improve accessibility not only to
the current population of veterans but to those service members who are currently serving to
protect the freedoms of this nation. In light of this demand, The American Legion recommends

the following discretionary funding levels for fiscal year 2006.

BUDGET PROPOSALS FOR SELECTED DISCRETIONARY PROCRAMS FOR

DEPARTMENT OF VETERANS AFFAIRS FOR FISCAL YEAR 2006

VA FY 2005 VA FY 2006 Legion’s FY 2006
Program o8
Appropriation Request Request
Medical Care $30 billion $31 billion
Including:
o Medical Services 819 billion 822 billion $34.1 bitlion
; includes MCCF
o Medical $4.6 billion 34.4 billion ¢ :

Administration

e Medical Facilities

33.7 billion

33.9 billion

o Medical Care $2 billion 32.6 billion $2.6 billion
Collections (Offset) (Offset) (Supplement)®
o DoD/VA HCIF $15 million
Medical & Prosthetics $393 million $365 million $447 million
Research
Construction $578 million $750 million $ 1.6 billion
e  Major $442 million $590 million $327 million
. CARES a1 (81 billion Major
(dedicated) (8341 million) and Minor)
e Minor $212.3 million $ 160 million $261 million
. CARES -
(dedicated) (8167million)
State Extended Care $1043 million | MORATORIUM |  $124 million
Facilities
State Veterans’ Cemeteries $32 million $32 million $42 million
NCA $273 million $290 million $274 million
Departmental Management $1.3 billion $1.1 billion $1.8 billion

" Includes 0.8% rescission.

? Third-party reimbursements should supplement rather than offset discretionary funding.
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Once again, Congress has been given a proposed budget for VA that includes provisions that
would place more of the burden of payment on the veteran. The FY 2006 proposed VA Budget
would require a $250 annual enrollment fee for Priority Groups 7 and 8 veterans. Under this
budget proposal, two groups of eligible veterans would now be required to pay an annual fee to
access the very health care system that was created to treat their unique needs. Those Category 8
veterans who escaped the shut out in 2003 and are currently enrolled in VA would now find
themselves paying out of pocket to be treated at VA.

The FY 2006 Proposed VA Budget would also raise the pharmaceutical co-payment for Priority
Groups 7 and 8 veterans to more than twice the current rate.

While The American Legion understands all too well the funding crisis within VA, the solution
to this problem is not to balance the VA budget on the backs of America’s veterans. The
solution is to provide guaranteed funding for VA.

As a nation at war, The American Legion advocates increasing VA funding in FY 2006 to meet
the increased health care demand of America’s veterans. In response to the overwhelming
backlog of veterans seeking care at VA, former VA Secretary, Anthony Principi was forced to
prohibit enrollment of new Priority Group 8 veterans. Many of the recently separated service
members, especially Reservists and National Guard personnel, will qualify as Priority Group 8
veterans and will be denied enroliment, unless they served in theaters of operation. However,
this new demand for services places even greater demands on VA to provide timely access to

quality medical care.
MEDICAL CARE

Today, there are nearly 25 million veterans. As more choose to use VA as their primary health
care provider (over 8 million veterans enrolled or waiting to enroll), the strain on the system
continues to grow. The American Legion fully supported the enactment of Public Law 104-262,
the Veteran’s Healthcare Eligibility Reform Act that opened enroliment in the VA health care
system. Many veterans who, until this time, were ineligible for VA health care were now able to
enroll. Veterans recognize that VHA provides affordable, quality care that they cannot receive
anywhere else.

The astronomical growth of Priority Groups 7 and 8 veterans seeking health care at their local
VA 'medical facility resulted in over 300,000 veterans being placed on waiting lists regardless of
their assigned Priority Group. FY 2003 saw the suspension of enrollment of new Priority Group
8 veterans due to this growth in enrollees. The American Legion does not agree with the
decision to deny health care to veterans simply to ease the backlog. Denying earned benefits to
eligible veterans does not solve the problems resulting from an inadequate budget.

Additionally, VA must be capable of providing health care to the new era of veterans returning
from Operation Enduring Freedom and Operation Iragi Freedom. These young servicemembers
have eamed the right to health care through VA and we as a nation must ensure that that right is
protected by fully funding VA. According to VA as of January 2005, 48,733 veterans of
Operation Iragi Freedom have presented themselves to VA for medical care. The cost of treating
these veterans, and all enrolled veterans, is a continuing cost of war that cannot be ignored.

3
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The American Legion recommends $34.1 billion for Medical Care in FY 2006.

MEDICARE REIMBURSEMENT

Under current law, VA is required to seek third-party reimbursements for the treatment of
enrolled veterans’ nonservice-connected medical conditions. Upon enrollment, veterans are
asked to provide information on their health care insurance coverage. Over half of the enrolled
VA patient population lists the Centers for Medicare and Medicaid Services (CMS). However,
current law prohibits VA from collecting from CMS for the treatment of enrolled Medicare-

eligible veterans.

The American Legion recommends Congress authorize VA to collect third-party
reimbursements from the Centers for Medicare and Medicaid Services.

MEDICAL CARE COLLECTION FUND

Public Law 105-33, the Balanced Budget Act of 1997, established the Department of Veterans
Affairs (VA) Medical Care Collections Fund (MCCF) and requires that amounts collected or
recovered after June 30, 1997, be deposited into this fund. The MCCF is a depository for funds
collected from third party insurance, outpatient prescription co-payments and other medical
charges and user fees. The funds collected may only be used for providing VA medical care and
services and for VA expenses for identification, billing, auditing and collection of amounts owed
the Government.

Funds coliected through MCCF are also used as an offset rather than as a supplement to
appropriations for the medical care budget. The efficient and timely collection of these
reimbursable costs would greatly benefit the VHA in helping meet the demands for a severely
impacted veteran’s health care system. The American Legion adamantly opposes offsetting
annual VA discretionary funding by the MCCF recovery. By off-setting these funds the VA
loses valuable funding that is not representative of the veteran population in VERA allocations
(Priority Groups 7 and 8) nor does it allow for the full utility of collecting from Medicare, the
largest health insurance provider.

Technically, the MCCF is not considered a Treasury offset because the funds collected do not
actually go back to the MCCF treasury account, but remain within VHA and are used for
operating funds. Instead, in developing a budget proposal, it appears that the total appropriation
request is reduced by the estimate for MCCF for the fiscal year in question. We fail to see the
difference in the net effect to the VISNs and VAMCs.

The American Legion opposes reducing annual VA discretionary funding by the MCCF
recovery estimate.

MANDATORY FUNDING OF VA MEDICAL CARE

The simple fact is that the Veterans Health Administration (VHA) does not have the funding
needed to treat all veterans seeking care from VA. VHA operates under a constant cloud of
fiscal uncertainty. Over the last several years, VHA has struggled to meet the increased demand
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for care while staying within budget constraints. These budgetary uncertainties create problems
within VA’s health care system. Future spending projections, staffing levels, equipment
purchases, structural improvements are all stalled if the funding is not a certainty.

In an effort to provide a stable and adequate funding process, The American Legion has joined
with Nine other Veterans Service Organizations in support of mandatory funding for veterans’

medical care.

The American Legion and the Partnership of veterans’ service organizations adamantly believe
VA Medical Care should receive annual guaranteed appropriations to meet the health care needs
of VA’s enrolled patient population. The adverse impact of continued inadequate discretionary
funding on VA's ability to provide timely access to quality health care is well documented. The
President’s Task Force to Improve Health Care Delivery for our Nation’s Veterans advanced two
proposals — one advocates re-designation of VA medical care as mandatory funding (like
Medicare or Social Security), rather than discretionary funding; the other recommends creation
of an independent board to recommend the VA medical care annual funding needs,

The American Legion supports guaranteed funding of the VA health care delivery system.

G.L BILL OF HEALTH

Over a decade ago, The American Legion offered its blueprint for VA in the 21 Century called
the G.I. Bill of Health. The vision was to create a national integrated veterans’ health care
network accessible by all veterans and their dependents, including military retirees and their
eligible family members. This bold plan called for Congress, beneficiaries, and third-party
insurance providers to meet their respective fiscal obligations.

The first step called for enrollment of all beneficiaries seeking enrollment in the Veterans Health
Administration (VHA). Enrollment would provide the VA Secretary with a quantified and
defined patient population. Once enrolled, each beneficiary would identify how his or her health
care coverage would be paid. If a beneficiary was eligible for full health care coverage paid for
by just the Federal government (Medicare-eligible, 100 percent service-connected disabled
veteran or military retiree), Congress would appropriate funds to cover that cost. However, if the
beneficiary was eligible for full health care coverage paid by several Federal agencies (a
Medicare-eligible, 100 percent service-connected disabled veteran, and a military retiree),
Congress would make only one payment; however, the beneficiary would seek health care only
within the VHA unless referred to the private sector for care. Medicare-cligible veterans
choosing this option would be authorized to seek health care only from within VHA medical
facilities (VA Advantage model).

Third-Party Reimbursements Contribute to the Costs

Those beneficiaries choosing to enroll, with private or public health benefit coverage, would
identify their third-party insurance provider and would agree to meet all co-payments and
deductibles described by their policy. Should the third-party insurer refuse to make
reimbursements to VA for the treatment of nonservice-connected medical conditions, the
beneficiary would be denied enroliment.
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Uninsured Beneficiaries have Affordable Options

For those beneficiaries choosing to enroll with no health benefit coverage, VA would be
authorized to offer affordable health benefit packages to meet their individual health care needs.
The Secretary would establish the premiums for each health benefit package and could waive
premiums on a case-by-case basis.

For those beneficiaries identified in title 38, United States Code, (USC) for the VA Secretary to
provide care, Congress would appropriate funds to cover the cost of the required health benefit
coverage necessary, based on their individual health care needs. For those beneficiaries
identified by the DoD Secretary to receive care, Congress would appropriate funds to cover the
cost of the required health benefit coverage necessary, based on their individual health care
needs. For those Medicare-eligible beneficiaries, Congress would appropriate funds to cover the
cost of the required health benefit coverage necessary, based on their individual health care
needs. All other beneficiaries would be responsible for meeting their health care needs through
co-payments, deductibles, premiums, or third-party reimbursements from public or private
insurance providers. All revenue streams (Federal appropriations, co-payments, deductibles,
premiums, and third-party reimbursements) would go to a Veterans Health Trust Fund, similar to
the Social Security and Medicare Trust Funds.

The American Legion believes these are solid recommendations for improvement of VHA.

CAPITAL ASSET REALIGNMENT FOR ENHANCED SERVICES (CARES)
AND MEDICAL CONSTRUCTION

MAJOR CONSTRUCTION UNDER CARES

Over the past four years, The American Legion has carefully followed the progress of the
Secretary of Veterans Affairs’ Capital Asset Realignment for Enhanced Services (CARES)
process. CARES has been an incredibly complex national process to reorganize VA through a
data driven assessment of veterans’ health care needs through the years 2012 and 2022. CARES
is the future of VA health care delivery of services that will, ostensibly, meet veterans” current
and future health care needs. The American Legion has participated at each stage of the process
by gathering information on VA Medical Centers throughout the country to make certain
medical facilities were not closed simply to save money.

In May 2004, then Secretary Principi released his final CARES decisions and the implementation
process is going forward. While The American Legion was not in total agreement with all the
decisions made so far, we feel the process was fair due in large part to the hard work and input of
The American Legion leadership, membership and national staff and that of numerous other
stakeholders. As the implementation process continues, The American Legion is prepared to
remain vigilant to assure that veterans are not deprived of their earned health care.

The CARES decision supports establishing new hospitals in three locations - Orlando, Las
Vegas, and Denver. It also supports new bed towers in Tampa and San Juan, 156 new
community clinics in 33 states and territories, a new multi-specialty outpatient clinic in
Columbus, four new or expanded spinal cord injury centers and two new blind rehabilitation
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centers. Included in the plan are the closures of the Highland Drive (PA), Brecksville (OH) and
Gulfport (MS) facilities.

The American Legion believes VA should exercise caution during the planning phases for these
closures. No doors should be closed for services before new services are in place and
functioning. Contingency planning needs to take place and stakeholders should be involved in
all aspects of the implementation of these closures. Through the CARES process over one
hundred major construction projects were identified and submitted for review. VA prioritized
these major capital investments through FY 2010. A plan of this magnitude requires a
significant amount of resources to include trained and experienced personnel. This will have a
major impact on VA’s ability to move forward with the construction projects, even if they have

the needed funding.

To successfully implement the CARES decision, VA has estimated that it will require an
infusion of a $1 billion per year for the next six years, with continuing substantial infrastructure
investments well into the future. The American Legion is opposed to the CARES funding
coming out of the discretionary medical care account. The American Legion believes the
CARES implementation must occur in the context of a fully utilized VA health care system. It
must take into consideration VA’s role in emergency preparedness, organizational capacity for
“special emphasis programs” like mental health, long-term care, domiciliary and homeland
security. Further, there must be continued oversight of the integration of the CARES process

into the strategic planning process.

CARES IMPLEMENTATION

Of the amount appropriated for medical care in fiscal year 2005, P. L. 108-477 authorizes the
Secretary of Veterans Affairs (Secretary) to divert $400,000,000 for the implementation of
CARES under the Major Construction account. The American Legion strongly opposes the use
of needed medical care funding for the implementation of CARES.

The American Legion recommends $1.58 billion for Major Censtruction in FY 2006,
including $1 billion for CARES.

The American Legion supports a separate appropriation of $1 billion per year for the next
6 six fiscal years for the implementation of CARES.

MINOR CONSTRUCTION

Similar to VA’s major construction program, VA’s minor construction program has likewise
suffered significant neglect over the past several years. The requirement to maintain the
infrastructure of VA’s buildings is no small task. When combined with the added cost of the
CARES program recommendations and the request for minor infrastructure upgrades in several
research facilities, it is easy to see that a major increase over the previous funding level of $211
million is crucial.

The American Legion recommends $ 261 million for Minor Constructien in FY 2006.
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MEDICAL AND PROSTHETICS RESEARCH

VA’s Medical and Prosthetic Research Service has a history of productivity in advancing
medical knowledge and improving health care not only for veterans, but for all Americans. VA
research has led to the creation of the cardiac pacemaker, nicotine patch, and the Computerized
Axial Tomography (CAT) scan, as well as other medical breakthroughs. Over 3800 VA
physicians and scientists conduct more than 9,000 research projects each year involving more

than 150,000 research subjects.

The VA Medical and Prosthetic Research budget has not kept pace with inflation during the past
15 years. It is essential that Congress and the Administration support strong medical and
prosthetic research programs within VA so that veterans and all citizens continue to benefit from
the exceptional research capability of the Department.

The American Legion supports adequate funding for VA biomedical research activities.
Congress and the Administration should encourage acceleration in the development and
initiation of needed research on conditions that significantly affect veterans - such as prostate
cancer, addictive disorders, trauma and wound healing, post-traumatic stress disorder,
rehabilitation, and others - jointly with the Department of Defense (DoD), the National Institutes
of Health (NIH), other Federal agencies, academic institutions.

The American Legion recommends $ 447 million for Medical & Prosthetics Research in FY
2006.

LONG TERM CARE

This year, VA adds three new legislative initiatives toward minimizing its financial
responsibility to America’s aging veterans.

ELIMINATE VA NURSING HOME CARE UNITS. MANDATORY CENSUS
REQUIREMENTS UNDER 38 U.S.C. § 1710B(b).

The Veterans Millennium Health Care and Benefits Act of 1999, P. L. 106-117, 113 Stat. 1545
(1999), (Millennium Act) (codified at 38 U.S.C. § 1710B(b)), requires VA to maintain its in-
house Nursing Home Care Unit (NHCU) bed capacity at the 1998 level of 13,391. The
American Legion does not believe this requirement of law constitutes a “baseline for
comparison”; rather we maintain that the language in the law is quite clear.

(b) The Secretary shall ensure that the staffing and level of extended care services
provided by the Secretary nationally in facilities of the Department during any fiscal year
is not less than the staffing and level of such services provided nationally in facilities of
the Department during fiscal year 1998.

This capacity has significantly eroded rather than maintained. In 1999 there were 12,653 VA
NHCU beds, 11,812 in 2000, 11,672 in 2001 and 11,969 in 2002. VA estimates it will have only
9795 beds in fiscal year 2006.

This issue has a contentious recent history.
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It was charged in the House Veteran’s Affairs Committee’s (HVAC) FY 2004 Budget Views and
Estimates that VA plans to do away with a large part of its existing LTC beds, to wit:

The Committee has been in regular communication with the Secretary concerning a noted
decline in VA nursing home beds (approximately 2,000 beds). On May 8, 2002 the
Secretary made a commitment to restore these beds to their prior level, provided that
Congress appropriates an increase in VA’s medical care appropriation for fiscal year
2003. In the omnibus appropriation approved by Congress on February 13, 2003, VA
received $1.1 billion more than what was requested by the President for the period.

The Committee is disappointed by the Secretary’s proposal in this budget to close

thousands of additional VA nursing home beds. VA’s own long-term care model, based

on the medical needs of its users, indicated a need for 17,000 new nursing home beds by

2020. The Committee does not believe that VA can replace 5,000 nursing home beds
- with outpatient programs for elderly, chronically ill veterans.

VA has never fulfilled the promise of its landmark mid-1980s study, Caring for the
Older Veteran. That study recommended large increases in both inpatient and alternative
programs, such as respite, hospice, adult-day and home-based care, so that VA could
approach the needs of World War II veterans with meaningful, health and end-of-life care
programs, on both institutional and noninstitutional bases. This has not been achieved.

In order to aid the Department in maintaining its current nursing home bed level, the
Committee recommends that VA’s budget request be augmented by an additional $297
million. Furthermore, VA should fund effective alternatives to long-term care and reopen
long-term care nursing beds that have been closed.

VA has claimed that it cannot maintain both the mandated bed capacity and implement all the
non-institutional programs required by the Millennium Act. In a February 2002 letter to HVAC
Ranking Democratic Member Lane Evans, Secretary of Veterans Affairs Anthony Principi
stated:

“I have come to the conclusion that as long as we continue to use VA inpatient average
daily census (ADC) as the singular measure for long-term care capacity, it will not be
possible for VA to meet the requirements of P.L. 106-117 without adversely affecting our
ability to provide other essential health care services to veterans on a timely basis.”

On March 20, 2002, the Secretary forwarded a plan to HVAC to restore VA NHCU bed capacity
to the 1998 level including “substantial implications” for doing so. The cost was to be offset by
forgoing planned expansion of contract community nursing care, decreasing education and
research programs, reprogramming technology infrastructure requirements, transferring a portion
of the SVH construction budget and converting intermediate medicine beds to NHCU beds.
Following these “threats”, HVAC replied on March 26 that it was prepared to recommend
appropriation of additional funds to enable VA to comply with the law.
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VA has made clear its determination not to expand it’s own Nursing Home Care Unit bed
capacity; in fact, VA has defied Congress’ mandate to maintain its 1998 bed capacity of 13,391
Instead VA’s inpatient nursing home bed count now stands at 9795.

The American Legion supports the maintenance of VA Nursing Home Care Unit bed
capacity at the 1998 level of 13,391.

STATE VETERANS HOMES PER DIEM

VA’'s Budget Request for fiscal year 2006 contains a legislative proposal that would restrict
eligibility for State Veterans Homes (SVH) Per Diem payments for long term (maintenance) care
to veterans in Priority Groups | through 3 and catastrophically disabled Priority Group 4
veterans. Non-catastrophically disabled Priority Group 4 and Priority Groups 5 through 8 would
be entitled to only short-term care. This is unacceptable to The American Legion.

The State Veteran Homes have been a successful cost-sharing program between VA, the States
"and the veteran. Veterans in SVHs tend to be without family, indigent and requiring of Aid and
Attendance. One SVH has estimated that these eligibility criteria would cut its Average Daily
Census by over 50 percent and cost the facility $2 million per year. This proposal would spell
financial disaster for SVHs and would result in a new population of homeless elderly veterans on
our streets, especially in states with poor Medicaid nursing home reimbursement rates. It has also
been suggested that a surge in claims for service connection would ensue as SVHs scramble to
qualify veterans for inclusion in Priority Groups 1 through 3 and catastrophically disabled

Priority Group 4.

The American Legion supports increasing the amount of authorized per diem payments to 50
percent of the cost of nursing home and domiciliary care provided to veterans in State Veterans
Homes and full reimbursement for veterans with 70 percent or greater service-connected
disabilities. The American Legion also supports the provision of prescription drugs and over-the-
counter medications to veterans with 50 percent or greater service-connected disabilities, along
with the payment of authorized per diem to State Veterans Homes. The National Association of
State Veterans Homes and VA should develop mutual planning efforts, enhanced medical
sharing agreements, and enhanced-use construction contracts with qualified providers.

The American Legion opposes any legislative changes in the eligibility criteria for receipt of
State Veterans Homes Per Diem.

STATE EXTENDED CARE FACILITY GRANTS PROGRAM

The fiscal year 2006 VA Budget Request contains zero dollars for the State Extended Care
Facility Grants Program; instead VA would impose a one-year “moratorium” on grants for new
facilities construction while VA completes a nationwide infrastructure assessment study of its
institutional long term care. The American Legion agrees that such a study is long overdue;
projections for long-term care inpatient capacity were largely left out of the CARES process. We
fail to see the utility in suspending payment of construction grants in FY 2006, especially in
states having never previously applied and in states having significant need.

10
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State Veterans Homes were founded for indigent and disabled Civil War veterans beginning in
the late 1800s and have continued to serve subsequent generations of veterans for over one
hundred years. Under the provisions of 38 USC, VA is authorized fo make payments to states to
assist in the construction and maintenance of State Veterans Homes. Today, there are 109 State
Veterans Homes facilities in 47 states with over 23,000 beds providing nursing home, hospital,
and domiciliary care. The State Veterans Home Program has proven to be a cost-effective
provider of quality care to many of the nation’s veterans and this program is an important adjunct
to VA’s own nursing, hospital, and domiciliary programs. The Grants for Construction of State
Extended Care Facilities provides funding for 65 percent of the total cost of building new
veterans homes. VA has not been able to keep pace with the number of grant applications;
currently there is over $120 million in unfunded new construction projects pending.

Recognizing the growing long-term health care needs of older veterans, it is essential that the
State Veterans Home Program be maintained as a viable and important alternative health care
provider to the VA system.

The American Legion recommends $124 million for the State Extended Care Facility
Grants Program in FY 2006.

NATIONAL CEMETERY ADMINISTRATION (NCA)

THE NATIONAL CEMETERY SYSTEM

VA's National Cemetery Administration (NCA) is comprised of 120 cemeteries in 39 states and
Puerto Rico as well as 33 soldiers’ lots and monuments. NCA was established by Congress and
approved by President Abraham Lincoln in 1862 to provide for the proper burial and registration
of graves of Civil War dead. Since 1973, annual interments in NCA have increased from 36,400
to over 84,800. Annual burials are expected to increase to more than 115,000 in the year 2010 as
the veteran population ages. Currently 59 national cemeteries are closed for casket burials. Most
of these can accept cremation burials, however, and all of them can inter the spouse or eligible
children of a family member already buried. Another 22 national cemeteries are expected to
close by the year 2005, but efforts are underway to forestall some of these closures by acquiring
adjacent properties.

Congress must provide sufficient major construction appropriations to permit NCA to
accomplish its stated goal of ensuring that burial in a national or state cemetery is a realistic
option by locating cemeteries within 75 miles of 90 percent of eligible veterans.

P.L. 107-117 required NCA to build six new National Cemeteries. Fort Sill opened in 2001
under the fast-track program, while the remaining five, Atlanta, Detroit, South Florida,
Pittsburgh and Sacramento are in various stages of completion. Additional acreage is currently
under development in 10 national cemeteries, columbaria are being installed in 4 and additional
land for gravesite development has been acquired at national cemeteries in 5 states. 9 national
cemeteries are expecled to close to new interments between 2005 and 2010. The rate of
interments in national cemeteries has increased from 36,400 in 1978 to 84,800 in 2001. This rate
is expected to rise to 115, 000 in 2010.

11



142

The average time to complete construction of a national cemetery is 7 years. The report of a
study conducted pursuant to the Millennium Act concluded that an additional 31 national
cemeteries will be required to meet the burial option demand through 2020. Legislation is
currently pending in this session that will authorize the establishment of 10 new national
cemeteries in areas of the country facing a shortage of burial space. Together with the 6 national
cemeteries under development, this will go a long way toward fulfilling this need. NCA will be
able to keep pace with current demand for burial space if this legislation is enacted and fully

funded this year.

The American Legion urges Congress to provide sufficient major construction appropriations to
permit NCA to accomplish its mandate of ensuring that burial in a national cemetery is a realistic
option for 90 percent of our nations veterans.

NATIONAL SHRINE COMMITMENT

Maintaining cemeteries as National Shrines is one of NCA’s top priorities. This commitment
involves raising, realigning and cleaning headstones and markers to renovate gravesites. The
work that has been done so far has been outstanding; however, adequate funding is key to
maintaining this very important commitment. At the rate that Congress is funding this work, it
will take 28 years to complete. The American Legion supports the goal of completing the NCA’s
National Shrine Commitment in five years. This Commitment includes the establishment of
standards of appearance for national cemeteries that are equal to the standards of the finest
cemeteries in the world. Operations, maintenance and renovation funding must be increased to
reflect the true requirements of the National Cemetery Administration to fulfill this
Commitment.

The American Legion recommends $274 Million for the National Cemetery Administration
in FY 2006.

STATE CEMETERY GRANTS PROGRAM

The National Cemetery Administration (NCA) administers a program of grants to states to assist
them in establishing or improving state-operated veterans cemeteries through VA’s State
Cemetery Granis Program (SCGP). Established m 1978, the matched-funds program helps to
provide additional burial space for veterans in locations where there are no nearby national
cemeteries. Through FY 2002, more than $169 million in grants have been awarded to states and
the Territories of Guam and the Northemn Marianas, including 5 new state cemeteries and the
improvement and/or expansion of 9 existing ones.

Under the Veterans Programs Enhancement Act of 1998, P.L. 105-261, VA may now provide up
to 100 percent of the development cost for an approved project. For establishment of new
cemeteries, VA can provide for operating equipment. States are solely responsible for the
acquisition of the necessary land.

The American Legion recommends $42 Million for the State Cemetery Grants Program in
FY 2006.
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VETERANS BENEFITS ADMINISTRATION

The Department of Veterans Affairs has a statutory responsibility to ensure the welfare of the
nation’s veterans, their families, and survivors. Each year, the 58 regional offices of the
Veterans Benefits Administration (VBA) receive over 100,000 new and reopened benefits
claims. A majority of these claims involve multiple issues that are legally and medically
complex and time consuming to adjudicate. Whether a case is complex or simple, these offices
are expected to develop and adjudicate veterans’ and survivors® claims in a fair, legally proper,
and timely manner.

CLAIMS BACKLOG

Last year we expressed concemn about the probable effect of a major cut back in regional office
staffing slated for FY 2004 and a further smaller reduction propesed for FY 2005. It did not
appear that the available staffing resources were going to be sufficient to handle the additional
workload associated with legislation enacted by this Congress affording new benefit
entitlements, along with liberalized VA policy on diseases related to Agent Orange and required
support for DOD’s Combat Related Special Compensation Program (CRSC). There has also
been an influx of new claims for service comnection, due to the fact that enrollment in VA’s
medical care system remains closed to some Category 8 disabled veterans. Much of the overall
increased workload, however, stems directly from the required rework of tens of thousands of
pending and previously decided cases, due to precedent decisions of both the United States Court
of Appeals for Veterans Claims and the United States Court of Appeals for the Federal Circuit.

The Veterans’ Claims Assistance Act of 2000 (VCAA), P.L. 106-475, was designed to overcome
deficiencies in the claims adjudication process, improve the way VBA communicates with
claimants, and the way in which claims were developed. The basic goal was to ensure that VA
regional offices provided individuals essential information conceming their claim, so that they
would know what evidence they were expected to submit and what evidence VA would try and
obtain. This legislation was expected to result in claims that were more fully developed and
which could be adjudicated in a more expeditious and accurate manner. There was also an
expectation that these improvements would increase claimant’s satisfaction with the decision
received and reduce the appeals workload for the Decision Review Officers and the Board of

Veterans Appeals.

VBA has, over the last three years, begun aligning its policies and procedures to conform to the
letter and intent of VCAA, and has directed most of the regional offices’ time and effort toward
reducing claims processing time and reducing the backlog of pending claims. Achievement of
former Secretary Principi’s stated goal of 100 days to process a claim, on average, and a backlog
of 250,000 pending claims by the end of fiscal year 2003 has been and continues to be VBA’s
number one priority. To fulfill mandated production quotas, regional office management and
adjudicators have been put in the difficult and unenviable position of having to choose between
deciding thousands of cases as quickly as possible or going through the more time consuming
steps necessary to comply with VCAA and provide the claimant full due process.

In October 2003, Former Secretary Principi announced that the claims backlog had been reduced

to the promised target level. Claims processing times were also trending down toward the 100-

day goal and the error rate was improving. From VBA’s perspective, these results showed that
13
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regional office service had improved dramatically. Part of Secretary Principi’s promise was,
once the backlog goal had been achieved, VBA would be able to shift time and attention to
improving the quality of claims adjudication. However, experience has once again shown that
“faster is not always better.”

Unfortunately for thousands of veterans and their families, their rights under the VCAA have
been subordinated to bureaucratic convenience for the sake of an arbitrary administrative goal.
This persistent disregard of the law prompted thousands to file otherwise unnecessary appeals.
Since judicial review of veterans’ claims was enacted in 1988, of those cases appealed to the
United States Court of Appeals for Veterans Claims (CAVC), the remand rate, historically, has
been about fifty percent. In a series of precedent setting decisions by the CAVC and the United
States Court of Appeals for the Federal Circuit, the courts have invalidated a number of
Jongstanding VA policies and regulations because they were not consistent with the statute. In
response to the these decisions, VBA provided the regional offices with revised templates for
VCAA notices to conform to the directives of the court. Unfortunately, VA’s notices still do not
adequately fulfill the notice requirements of the VCAA.

These court decisions immediately added thousands of cases to regional office pending
workloads, since they require the review and reworking of tens of thousands of completed and
pending claims. Between October 2003 and December 2003, the case backlog increased from
250,000 to 350,000. From January to August 2004, the number of pending claims has been
reduced only by some 25,000 cases. However, over the same period, the number of appeals
pending in the regional offices has grown by 20,000 cases. Data on regional office performance
appear to contradict VBA’s description of improvements in service to veterans.

LACK OF QUALITY DECISION MAKING IN VBA

The adequacy of regional office staffing has as much to do with the actual number of personnel
as it does with the level of training and competency of the adjudication staff. VA’s FY 2005
budget request noted the fact that VBA has lost much of its institutional knowledge base over the
past four years, due to the retirement of many of its 30-plus year employees. Retirements among
this group are expected to continue at a significant rate in 2005, As a result, staffing at most
regional offices is now made up mostly of trainees, with less than five years of experience. Over
this same period, as regional office workload demands escalated, these trainees have been put
into production units as soon as they completed their basic training.

The American Legion’s visits to regional offices have found that, frequently, there have been too
few supervisors or inexperienced supervisors to provide trainces necessary mentoring, training,
and quality assurance. In addition, at many stations, ongoing training for the new hires as well as
the more experienced staff would be postponed or suspended, so as to focus maximum effort on
production. Despite the fact that VBA’s policy of “production first” has resulted in many more
veterans getting faster action on their claims, the downside has been that tens of thousands of
cases have been prematurely and arbitrarily denied. As a consequence, the appeals burden at the
regional offices, the Board and the Appeals Management Center (AMC) continues to grow.
What must also be kept in mind is that there is a disabled veteran, most often with a family,
behind each one of these appeals, who has been fighting the VA system for a year, two years, or
more to get what he or she feels they are rightfully entitied to.
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The American Legion was very disturbed by information presented at the July 2004 VBA
‘Leadership Conference about regional office adjudicators’ job performance. VBA had two
groups of Veterans Service Representatives (VSRs) take a job skill certification test. There were
650 individuals tested. They were GS 10 and GS 11 with three to five years of regional office
claims experience and were considered to be proficient workers. It was, therefore, very
disconcerting to learn that only 25 percent of the GS 10s and 29 percent of the GS 11s passed the
open book test. If these individuals are supposed to be VBA's best and brightest adjudicators, it
is little wonder that appeal workload continues to rise, the combined overturn rate at the Board of
Veterans’ Appeals continues to be extremely high. From these results, it appears that, despite
having spent millions on its adjudicator-training program, this effort has not succeeded in
correcting the many problems that contribute to poor quality decision-making and create
unnecessary appellate work. Rather than providing a solution to the problem, the deficiencies in
training and the lack of effective quality assurance continue to fuel the growing backlogs.

APPEALS MANAGEMENT CENTER

As a result of a successful legal challenge to the establishment of a unit at the Board of Veterans’
Appeals (Board or BVA) to undertake needed development of appeal cases, VBA established the
AMC. Tts purpose is to provide more expeditious action on remands and also to relieve the
regional offices of the workload burden associated with remands. The AMC basically functions
as a national regional office for this type of case. It undertakes the additional development of
evidence specified by the Board and readjudicates the claim. With a staff of 82 FTEs the AMC
is overwhelmed by a growing volume of cases. Initially, 16,484 cases were inherited from the
now-defunct BVA development unit and, currently, the AMC has a total of 22,002 remands
under development.  As a result, VBA recently established AMC resource centers in St
Petersburg, Cleveland, and Huntington to assist with its enormous backlog. Although it is too
carly to comment on the productivity or quality of work produced by these resource centers,
questions remain as to the AMC ‘s overall ability to produce quality and timely work in the face
of the continually increasing backlog and the growing pressure to reduce it.

While the AMC is an admirable attempt by VBA to improve service to veterans, it does nothing
to address the problems underlying the continued rise in the number of appeals and remands by
the Board of Veterans Appeals. In our view, the very necessity of the AMC’s existence begs the
question — why hasn’t VBA mandated the regional offices to correct their own mistakes?

This new super regional office is now responsible for correcting errors that the regional offices
were unwilling or unable to do. However, the AMC has no authority to prevent the same type of
error, which prompted the appeal and remand, from occurring again. It is worth noting that
regional offices did not receive any work credit for remand actions. This should have been an
mcentive for local management to try and improve decision-making and avoid appeals and
potential remands. Experience has shown just the opposite.

Since production work on new claims were the highest priority and there was no work credit for
remands, many regional offices simply ignored their appellate workload with remands pending
for two and three years. Now, there is still no clear incentive for the regional offices to improve
quality. They are continuing to forward new cases to the Board where almost sixty percent are
being remanded to the AMC. VBA must ensure that the regional offices are held accountable for
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the poor quality of initial decision-making and development of appeals and not allow them to
shift the workload onto the Board of Veterans Appeals and, ultimately, the AMC.

BOARD OF VETERANS’ APPEALS

The BVA is a separate entity within VA. Its responsibility is to render a final decision on the
propriety of a regional office decision. If the Board determines a final decision cannot be made
on a case due to inadequate or incomplete development, including lack of due process, it has the
authority to remand the case back to agency of original jurisdiction, which now includes the
AMC, for additional required development and readjudication.

Regional office appeals and dispositions by the Board are a direct reflection of the level of
claimant satisfaction or dissatisfaction with and confidence or lack thereof in the fairness and
propriety of regional office adjudication. It is, therefore, painfully obvious that the level of
dissatisfaction is substantial and growing, in view of the increasing number of new appeals
coming into the system.

To ensure VA and VBA are meeting their responsibilities; The American Legion strongly
believes that Congress must scrutinize VBA’s budget requests more closely. Given current and
projected future workload demands, regional offices clearly will need more rather than fewer
personnel and The American Legion is ready to support additional staffing. However, VBA
must be required to provide better justification for the resources it says are needed to carry out its
mission and, in particular, how it infends to improve the level of adjudicator training, job
competency, and quality assurance.

Mr. Chairman, this concludes my testimony. I again thank the Committee for this opportunity to
express the views of The American Legion on VA’s FY 2006 Budget Request and look forward
to working with you and the Members of the Committee to ensure VA is funded at a level that
will allow all veterans to receive the care they have eamed through their service.
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February 16, 2005

Mr. Chairman and other distinguished Members of this Committee, on behalf of
the membership of Vietnam Veterans of America (VVA), I am pleased to submit our
views with respect to the President’s budget proposal for FY’06 as it pertains to the
funding of programs of relevance and concern to veterans and their families. VVA thanks
you for the opportunity to provide this statement, and for considering our thoughts in this
important matter.

This' Administration has trumpeted the increases in funding for the operations of
the Department of Veterans Affairs in the past four years. It is true that in President
Bush’s first term, appropriations for veterans’ affairs have increased by more than 40
percent. Some of those increases were in mandatory funding, some were in increased
collections from veterans and third-party payments. But there have been substantial
increases in funds for medical care. Yet these increases have failed to keep pace not only
with medical inflation, but also with the increased demand for services by veterans
statutorily eligible for care and treatment by the VA. The per capita funding for a veteran
at VA has lagged far behind even the increases provided to Medicare recipients, which is
so inadequate that providers continue to drop out of that system.

In fairess to the President, he inherited an inadequate budget base, due to the flat
line funding of veterans’ health care during his predecessor’s second term. It appears that
another few years of flat line medical budget proposals are in our future yet again.
Certainly Undersecretary of Defense David Chu’s public statement portends this attitude,
especially in light of the fact that neither the President nor anyone else in the
administration moved to neither rebuke Mr. Chu for his remarks nor to distance
themselves from his remarks demeaning and slandering those who have served our nation
honorably and well in military service. It appears that this unfortunate and disgraceful
pattern of second-term neglect and irresponsibility is about to repeat itself.

We see the writing on the wall in the President’s budget proposal for FY 2006.
The “enhanced restraint” touted by the Office of Management and Budget (OMB) bodes
ill for veterans. This restraint eliminates, on paper, more than one million veterans from
the VA health care system. Men and women who are categorized as Priority 7 and 8
veterans, who have no service-connected disabilities but whose economic fortunes are
tottering or who do have service-connected disabilities but are rated as O percent
compensable at the present time.

It is an affront to term these men and women “higher income” veterans. Most
make less than $40,000 per year; most have no health insurance. Otherwise they would
likely not seek help from the VA health care system. VVA points out that these are also
the men and women who account for some 40 percent of the third-party reimbursement to
VA coffers. The marginal cost of including these veterans in the system actually may
produce more income than they cost the system, as they tend to be less sick when they
seek help from VA. Most importantly, they are men and women who have served our
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country honorably and are statutorily eligible for care and treatment. Yet they are being
denied that earned entitlement by the conscious starving of the system for resources.

This “enhanced restraint” also will make it difficult if not impossible to well serve
all disabled veterans who depend on the VA system as their primary health care provider.
Let is be clearly said: “enhanced restraint” means budget cuts.

We have seen this coming for a while, in VA’s long-term strategic planning
documents and, most recently in, a February 7% press release from the Department of
Veterans Affairs that attempted to put a rosy spin on the $70.8 billion budget request for
that agency’s operations. No fewer than five times is it noted that the department “will
be able to care for those veterans who count on VA the most.” This makes a presumption
that the veterans who will be pushed out of the system have other options for health care.
Many do not. Therefore, they will do without medical care until they get so sick that they
lose their jobs, and become destitute and therefore eligible for care. For those who are
service-connected disabled, but excluded for the moment, they will be denied medical
care until such time as their service-connected condition worsens to the point that they
become service-disabled compensable. This does a distinct disservice to veterans. It also
means that when, after much delay and worsening of their medical condition, these
veterans are granted medical care from VA to which they were statutorily eligible, their
need for clinical resources will likely be greater and therefore more expensive than it
would have been if they had been granted access to VA health care at an earlier point.

This is not only wrong, but it is fiscally foolish in the medium and long run. It is
also a blatant attempt to circumvent the law and the will of the American people to care
for veterans.

‘We challenge the new Secretary of Veterans Affairs, the bureaucrats at the Office
of Management and Budget (OMB) who are in large measure responsible for this
document, and all concerned to cite anywhere in statute where it says that the VA will
only serve a “core constituency” of “veterans who count on VA the most.” Indeed, if it is
the will of the people to narrow the parameters of eligibility for VA services, then one
would hope you will be open, honest, and forthright in this matter and move to amend the
law. But do not penalize veterans in a backdoor machination.

VVA has said this before and we’ll say it again: The cost of caring for those who
have borne the battle, and their widow and their orphans — this quote adorns the side of
the VA headquarters on Vermont Avenue — is part of the cost of the national defense. It
is up to you, the members of Congress who must agree on what programs and services
are to take precedence in funding, to consider this — and honor this — as you deliberate the
administration’s budget proposal. Caring for veterans is not a Democratic cause. It is not
a Republican effort. It is an American issue, one that cuts across all party affiliations.
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VVA has in the past, and does today, Mr. Chairman, call for action for much
greater accountability from all elements of the VA. From Veterans Health Administration
(VHA) there must be much greater accountability for clinical outcomes, overall
management of resources, and securing the best possible use of the taxpayer dollars to
secure the best possible health care for our nation’s veterans. That means greater scrutiny
of all contracts, of part time physicians, of so-called “enhanced use” lease deals that may
be in fact be “sweetheart” deals, a hard look at bonuses at every level, and comprehensive
and close scrutiny of high ranking doctors, nurses, and other clinicians who see few or no
patients at the same time that it is difficult to secure enough coverage for inpatient wards.

We hope that you will work with us on this vital issue of accountability, as well as
the effort to ensure that VHA moves more quickly toward truly becoming a “veterans
health care system” and not one that is all too often general health care that happens to be
for veterans. To VVA, that means that a complete military history must be taken and used
for each veteran in the VHA system, to get the most complete diagnosis and medical
treatment plan possible.

VVA also hope to work closely with you to achieve more proper observance of
veterans preference in hiring by all parts of VA, and ensuring that VA exceeds the goal
set in law, and re-emphasized by President Bush in Executive Order 13-360 to exceed
securing at least 3% of all goods and services from service-disabled veteran-owned
businesses. Part of real accountability is holding VA managers strictly accountable in
regard to these two federal laws, which affect the economic well being of veterans.

VVA has certain very specific concerns about the budget request for FY’06. We
outline them for you now.

e Our main concern revolves around the effects of this flat-line budget. The effect
on a system already operating on the margin of safety in medical and acute care
units will now be strained all the more by the “hard freeze” on hiring already
implemented at most VA medical centers. Specialized services, such as
prosthetics, spinal cord injury, and mental health will be strained to the point of
delays or denials of service.

e If passed, this budget will eventuate in a decrease of 1,110,416 veterans from the
VA health care system. It says so on page 2-16 of the medical programs budget
submission. This is not right. This usurps the covenant between the American
people and those who in uniform defended the Constitution.

o The $250 “user fee,” if passed, will force the exodus of veterans who cannot
afford this fee. The VA estimates that some 213,000 currently enrolled veterans
will opt not to pay this fee to the detriment of their health nor will they opt not to
pay the increased drug co-payment of $15 as proposed by the administration.
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Congress rejected these misguided proposals last year. We hope you will do the
same this time around.

e The budget cites an anticipated savings of some $590 million in unnamed
“management efficiencies.” Does this mean laying off half of the staff at VA’s
headquarters? Deferring yet more needed preventive maintenance and capital
improvements? More important, what exactly will this mean as it trickles down
to individual VA medical centers? We fear that this will lead to longer waits to be
seen by primary care physicians and by specialists, and a general degradation of
the system.

o At the same time, the proposed budget does not take into account long-term care.
Nor does it consider the short-term or long-term needs of a new generation
fighting today in hotspots around the globe. Many of these men and women are
returning to our shores with grievous, maiming injuries that will take years of
treatment and rehabilitation.

e With regard to long-term care facilities, an increasing need will be met by
decreasing resources. The $312 million slash in funding for nursing homes
(including care for veterans in state extended care facilities) will result, according
to top VA officials, in some 5,000 fewer beds in the VA system. This will impact
the states, and on the families of veterans who urgently need this care. What will
they do?

o There are no additional resources provided for the VA Readjustment Counseling
Service, or vet center program. This is the most studied program of the VA, and
every study, by GAO and others, have found that this is the most cost-effective,
cost-efficient program operated by the VA. An investment of $17 million in the
vet centers would by one full-time family counselor skilled in grief counseling
and PTSD counseling in each of the 206 centers, as well as an additional 40 staff
to augment the staff at centers near clusters of the returning veteran population to
be able to meet their needs. Vet Centers help keep veterans employed, and help
keep their families together. This $17 million would disappear into the rest of
VHA without a trace, whereas by setting aside this amount for an increase in the
vet centers budget will have an immediate, measurable, and very visible impact.

o The budget proposal flat-lines funding for medical research, which we believe is a
mistake. The National Institutes for Health received a significant increase yet
once again, despite the fact that it does not fund even one veteran-specific grant.
Are veterans less worthy, or their health care needs not worth studying? It is only
through research that we gain knowledge that we then turn into practical
applications of immediate benefit to improve care for veterans, especially as to
conditions that may have originated in military service. Of course, these
discoveries not only accrue to veterans but to all of us. The VA can be justifiably
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proud of the fruits of its research over the past half-century; one researcher was
awarded a Nobel Prize for her research. This cannot continue without proper
funding.

*  When the endorsement of the CARES program by former Secretary Principi was
announced, we were assured, in a presentation at the Longworth House Office
Building, that this initiative would be funded to the tune of $1 billion a year over
the next five years. This was guaranteed. Now we see funding of $750 million.
This might be the silver lining in an otherwise grim budget: The VA is forced to
rework what we see as a flawed formula on which the CARES model is based.
Most veterans are not middle class. They present at VAMCs with far greater
frequency than do most middle-class health consumers, a salient fact not taken
into account by CARES. Currently CARES still does not take into account long-
term- care, nor does it take into account returning veterans who are disabled,
wounded, and ill from the war raging in Iraq, Afghanistan, and elsewhere in the
world.

Mr. Chairman, as you are aware there are more than 250,000 homeless veterans
sleeping on the streets or in shelters every night. While we appreciate the slight increase
in the VA FY06 budget for homeless programs, VVA believes that the VA Health Care
for Homeless Veterans funds, which includes the Homeless Grant and Per Diem
Program, needs to be a separate line item in the budget. For these veterans, who once
served our nation with pride, we simply must do more and we must do better.

In regard to the Veterans Benefits Administration, (VBA), VVA is concerned that
the structural shortfall of resources in funding is not addressed in this budget. As you are
aware, $125 million had to transferred from medical care services this year just to keep a
minimum number of staff, particularly compensation and pension adjudicators, on the job
and working in order not to fall even further behind in the time it takes to get a fair and
accurate decision on a veteran’s claim. We are also concerned that there does not appear
to be any significant enhancement in the number of veteran benefits counselors to assist
returning OIF/OEF veterans who may need their assistance, nor does there appear to be
any major outreach campaign to reach returning veterans, as well as returning members
of the National Guard and Reserves.

Many member of this committee are familiar with a quote from the father of our
country, George Washington: “The willingness with which our young people are likely
to serve in any war, no matter how justified, shall be directly proportional as to how they
perceive the veterans of earlier wars were treated and appreciated by their nation.” As
you discuss and debate this budget, think about this, and those in uniform in Iraq and
Afghanistan,
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Mr. Chairman, Vietnam Veterans of America thanks you and your distinguished
colleagues for considering our views on this issue of vital importance to veterans of every
generation.
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The national organization Vietnam Veterans of America (VVA) is a non-profit
veterans membership organization registered as a 501(c)(19) with the Internal Revenue
Service. VVA is also appropriately registered with the Secretary of the Senate and the
Clerk of the House of Representatives in compliance with the Lobbying Disclosure Act
of 1995.

VVA is not currently in receipt of any federal grant or contract, other than the
routine allocation of office space and associated resources in VA Regional Offices for
outreach and direct services through its Veterans Benefits Program (Service
Representatives). This is also true of the previous two fiscal years.

For Further Information, Contact:
Director of Government Relations
Vietnam Veterans of America.
(301) 585-4000, extension 127
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Biography of Mark H. Olanoff, Command Chief Master Sergeant, USAF (Ret)

Executive Director, Washington Office, The Retired Enlisted Association

Command CMSgt Mark H. Olanoff enlisted in the U.S. Air Force on September 27, 1967 after
graduating from Darby Township High School in Glenolden, Pa. After completion of basic
military training and technical training he was assigned to Osan AB, Korea in 1968 working in
the military personnel division. Chief Olanoff served in numerous military personnel
assignments at Othello AFS, Washington; RAF Bentwaters, England and Griffiss AFB, NY. He
was discharged from the U.S. Air Force on July 30, 1976 and joined the New Jersey Air National
Guard in Atlantic City, New Jersey serving in positions of Non-Commissioned Officer in Charge
(NCOIC), Customer Assistance; NCOIC, Consolidated Base Personnel Office and Chief,
Personnel Systems Management. Chief Olanoff transferred to the Air Force Reserve at Dover
AFB, Delaware on June 19, 1989 serving as Chief, Personnel Systems Management until Feb 9,
1991. Chief Olanoff assumed the position of Chief, Personnel Systems Management for the 436
Airlift Wing (as a federal civil servant) from Feb 10, 1992 until May 22, 1993.

On April 1, 1992, Chief Olanoff assumed the position as the Senior Enlisted Advisor to the
Commander of the 512% Airlift Wing, Dover AFB, DE. In this position, Chief Olanoff served as
the Commander’s representative on all enlisted issues. During his tenure in this position, Chief
Olanoff was TDY to the Persian Gulf. He served in this position until his retirement from the Air
Force Reserve on June 10, 1996,

On April 1, 1996, Chief Olanoff assumed the position of Veterans Service Officer for the State of
Delaware assisting veterans with Veterans Affairs (VA) claims and representing the Commission
of Veterans® Affairs at many meetings and functions. He was appointed to the VA Veterans
Integrated Service Network (VISN) 4 Management Advisory Committee, which includes the
areas of Pennsylvania, Delaware, parts of South New Jersey and parts of West Virginia.

Chief Olanoff assumed his current position as Executive Director, Washington Office on October
25, 2004 after previously serving as TREA’s National Legislative Director from December 1996
until March 2002. He then served as The American Legion’s Assistant Legislative Director and
Deputy Legislative Director from April 2002 until October 2004. He served as Co-Director of
the National Military Veterans Alliance, representing 31 military and veterans’ organizations. He
also served as Co-Chair of the Retirement and Veterans Affairs Committees for The Military
Coalition (TMC). He also served as a member of the Guard and Reserve Committee of TMC,
and as a member of the Legislative Affairs Committee for the Alexandria, Virginia Chamber of
Commerce. Further, he served as Vice Chair of the Government Relations and Public Affairs
Council for the Greater Washington Society of Association Executives (GWSAE) and previously
served as Chair of the Federal Subcommittee of the council and served on a task for to create
GWSAE-PAC. Also served as a member of the Department of Veterans® Affairs Health eVet
Steering Committee, which worked on a computerized medical record for veterans’. He currently
serves on TMC’s Awards Committee, Retirement Committee and the American Society for
Association Executives Greater Washington Public Policy Committee.

He holds an Associate in Applied Science from the Community College of the Air Force in
Human Resource Management (April 1980) and a Bachelor of Arts in Political Science from
Stockton State College, Pomona, New Jersey (May 1986). He has completed 9 semester hours at
the Graduate level in Legislative Affairs from George Washington University.
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Chief Olanoff is a graduate of the 8" Air Force Leadership School at Barksdale AFB, LA and a
distinguished graduate of the Air National Guard NCO Academy at the Professional Military
Educational Center in Knoxville, Tennessee. Chief Olanoff’s military awards include the
Meritorious Service Medal with one oak leaf cluster, the Air Force Commendation Medal with
two oak leaf clusters, the Air Force Achievement Medal with one oak leaf cluster, the Armed
Forces Expeditionary Medal, the National Defense Service Medal with one service star, the
Southwest Asia Service Medal with one service star, the Korea Defense Medal and the Kuwait
Liberation Medal. Chief Olanoff has been awarded the Master Personnel Badge.

Chief Olanoff is married to the former Dorothy Venanzi and lives in Reisterstown, Maryland.
DISCLOSURE OF FEDERAL GRANTS OR CONTRACTS

The Retired Enlisted Association does not currently receive, has not received during the
current fiscal year or either of the two previous years any federal money for grants or
contracts. All the Association’s activities and services are accomplished completely free
of any federal funding.

Mr. Chairman: It is an honor for The Retired Enlisted Association to submit a
Statement for the Record about our concerns for American veterans’ before your
Committee.

The Retired Enlisted Association is a Veterans® Service Organization founded 42 years
ago to represent the needs and points of view of enlisted men and women who have
dedicated their careers to serving in all the branches of the United States Armed Services
active duty, National Guard and Reserves, as well as the members who are doing so
today.

We are here today while hundreds of thousand of enlisted men and women are serving in
war zones all across the world. We all share an admiration and loyalty for these dedicated
and brave men and women and a duty to protect and serve them. What we all can do is
join together to make sure that when they return to their home, America, they obtain the
best health care and other benefits that they have been promised. And for those who we
have Jost we must provide for the love ones they have left behind.

VA HEALTH CARE

It is of course well known to all of you that VA health care is not adequately funded.
Furthermore this figure includes $2.6 billion that is proposed to come from third party
insurance payments and increased co-pays from veterans. The Administration proposes
both a $250 yearly enrollment fees for veterans enrolled in Categories 7 and 8 and an
increase from $7 to $15 for these same veterans for their prescription co-pays. TREA
strongly opposes both proposals. These increases are burdensome and unwise.
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We oppose the enrollment fees for two reasons. First, there is no guarantee of health care
for those in Categories 7 and 8. To charge veterans an enrollment fee but with no
guarantee that they will receive health care is simply wrong. Veterans deserve better
treatment than that, It amounts to nothing more than trying to balance the VA budget on
the backs of those who have served their country in uniform.

Second, it is our strong belief that veterans who already pay premiums or enrollment fees
for a health care plan should not be charged a fee to enroll in VA health care. By
definition, veterans in Categories 7 and 8 have their own health insurance, for which they
pay a monthly premium, already enrolled in TRICARE, or they pay the Medicare Part B
premium. Either way, they have already paid for health care. The Department of
Veterans Affairs currently collects from third party insurance as payment for the services
they provided to veterans with private health insurance. It is our position that VA should
also have the right to collect from Medicare as the third party insurer for those veterans
who are enrolled in Medicare.

We recognize this committee does not have primary jurisdiction over this issue, but
nonetheless, we strongly advocate for Medicare reimbursement to the Department of
Veterans Affairs.

With regard to the increase in prescription drug co-pays, while an increase of $8 a
prescription may seem small at first glance but most of these beneficiaries do not take a
single pill a day -- they take 5 or 10. This increase alone can mean an increase of $80 to
$100 a month for a veteran. We know that the cost of drugs is worrisome issue for
retirees and seniors throughout our nation. We are grateful that the President is proposing
to end ail co-payments for former POW’s and those in hospice care. We should not fail
to mention how pleased we are that the President’s proposal includes allowing the VA to
pay for emergency and urgent care for enrolled veterans in non VA facilities. Both
proposals will facilitate obtaining care at crucial and difficult times in a Veteran’s life.
Additional money is also needed to provide the promised 2 year VA medical care to all
veterans returning from Iraq and Afghanistan. We don’t know what that benefit will end
up costing (because we don’t know how it will work and how many returning Vets will
take advantage of it). But we do know that it is crucial at this time in our Nation’s history
that we both keep all the promises that we make to veterans and that we are seen keeping
the promises.

Effective and sufficient VA Health care is crucial to all Veterans including Military
Retirees. In Categories 1-3 (service disability qualification) 30% of all enrollees are
Military Retirees (as of September 30, 2003: 606,234 out of 2,030,111). In total 890,072
of the approximately 7,000,000 present VA enrollees are Military Retirees. It is a very
important benefit for our members. Retirees especially need to take advantage of the
areas of expertise that the VA has developed. Approximately 2/3 of the Retiree enrollees
are service connected disabled.

The Retired Enlisted Association believes that all military retirees without service-
connected disabilities, as well as those disability classifications lower than Category 3,
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should be put in Category 3 with other special veterans, such as Purple Heart recipients
and ex-POWs. Along with veterans with service-connected disabilities and indigent
veterans, military retirees were promised a health care benefit for the rest of their lives. If
a military retiree lives in an area where there is no access to the DoD health care system,
that retiree should have access to VA health care that is guaranteed. Such is not the case
for those now enrolled in Categories 7 or 8.

In addition, we advocate that those veterans who have a service-connected disability
rating of O percent also be put in Category 3. Currently, those veterans cannot enroll in
the VA health care system if they are not already enrolled. However, those with a rating
of 0 percent are classified as disabled veterans. Under the proposed legislation, those not
currently enrolled would be forced to pay an enroliment fee for something to which they
are entitled.

The problem of inadequate funding is a structural problem that must be corrected in a
systematic way. While adequate funding for this year is crucial we are well aware that
you are the Authorization Committee not the Appropriation Committee. But this problem
of insufficient funding is not going to go away in a year. This Committee can move
forward to systematically correct this problem by making the funding for VA Health Care
guaranteed. For the last several years the problem has been the same. It is not any
individual year’s budget that is the problem; it is method of funding itself. What is really
necessary is guaranteed funding. That is something that only Congress can do.

TREA urges Congress to reject the proposed increases in drug co-pays and the
proposed $250 yearly user fee for Categories 7 and 8 enrollees. TREA also urges
Congress to adopt guaranteed funding for all enrolled VA beneficiaries.

VETERANS EDUCATION BENEFITS

Health care and educational benefits are the two VA benefits that all returning Veterans
are expecting and relying upon. TREA’S goal (along with the other members of the
Partnership for Veterans Education Taskforce) has been to have the Montgomery GI Bill
cover the average costs of a four year public University education. Thanks to the
Committee, Montgomery GI Bill’s benefits have moved substantially higher. On October
1, 2003 the benefits rose to $985 a month. When the increases were planned this amount
would have covered 68% of the average costs of a Public University’s four year degree.
However, in the last year there have huge increases in tuition and fees in many states
across the country. $985 a month, while a terrific improvement from just a few years ago
will not come close to even the 68% of the average education costs it was expected to
cover. For newly returned veterans this is the benefit that can help him or her move back
successfully into the civilian world. It is vital that the MGIB rate reflect what it really
costs to get a college degree. We reiterate that the monthly benefits should be determined
by the costs of a 4 year public university degree. If the monthly benefit was statutorily
determined in this method then Congress would not be repeatedly forced to play catch up
when the dramatically rising costs of higher education gut the benefit Congress means the
service members to have. Having this guarantee would reassure the service member that
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his or her benefit will not lose its value while he or she continues to serve. It should make
them feel more comfortable about reenlisting. And of course it is crucial that we do
everything possible to encourage recruitment and retention during this critical time.
TREA also hopes that Congress will consider changing the National Guard and Reserve’s
benefit package. The new burdens that are being placed on the Guard and Reserve at this
time and for the foreseeable future affect their civilian careers as well as the rest of their
lives. It is no longer 2 days a month and 2 weeks in the summer. Now a Guard member or
Reservist can expect to be called up for at least 1 year in every 5. And many Reservists
will be called up much more often. This will clearly affect their future civilian careers.
They should have an educational benefit that will help them adapt to a changing
employment world. It is only fair. When the Reserve Montgomery Gl Bill was created it
was intended to provide 47% of the Active Duty Montgomery GI Bill. But the Reserve
Bill has not kept up. Since the last increase in the MGIB took effect on October 1, 2003,
the Reserve’s MGIB is only 27% of Active Duty’s MGIB. ($276 a month compared to
$985 a month) This has happened at a time when the Guard and Reserve is being asked to
do more and more. Last Congress, Senator Zell Miller of Georgia introduced 2 bills that
would greatly improve the present situation. S 2100 would return the Reserves’
educational payments to 47% of the Active Duty rates in four steps going through fiscal
year 2007. The Senator’s second bill, S2099 would modify the eligibility benefits of the
Montgomery GI Bill to allow those who serve at least 2 active duty years in a continuous
period of 5 years to qualify for the program. At the present time a Service Member needs
to serve 2 continuous years of Active Duty to qualify for this benefit. These changes
correspond to the changes in the National Guard’s and Reserves’ duties and obligations.
It should be a real help towards retaining Reservists for the future.

TREA would like to suggest one additional improvement in the National Guard and
Reserve educational benefit. There should be a change in the delimiting period. At the
present time a member has 14 years to use his or her benefit. But the time starts to run as
soon as the member enters the Guard and Reserve. Therefore while the member is
working at his or her civilian career, and is being called up at the present rate he or she
must find the time to go to college or lose the benefit forever. It would be far better if the
period would start to run after the member leaves the Guard or Reserve.

TREA suggests that the Active Duty Mountgomery G.I Plan’s payments be pegged to
the cost of a 4 year Public University Degree. TREA further recommends that both
SelRes MGIB payments be raised to return to the original 47% of the Active Duty
MGIB payment and that members of the Guard and Reserve be allowed to qualify
for Active Duty MGIB if they serve an aggregate of at least 24 months in five years.

VA CLAIMS BACKLOG

For years the delays in adjudication of VA claims have been crippling. Often claimants
had to wait for years to get an initial decision and then there are further long delays if an
appeal is appropriate. Secretary Principi pledged to work on reducing this backlog and
indeed the VA has made substantial progress. We should take notice when things are
getting better. And this is much better. However, the job is still not done. The VA needs
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to continue to hire the most talented professionals that are available and to provide them
with sophisticated continuing professional training.

TREA hopes that Congress will continue to monitor the improvement in Claims
adjudication.

CAPITAL ASSET REALIGNMENT FOR ENHANCED SERVICES (CARES)

When there is a massive plan to close or realign numerous hospitals and facilities that are
depended upon by our members we would always be very concerned. TREA is well
aware that the goal of the CARES Program is to make the VA more efficient and
modern- an unassailable stated goal. However, even in the best of any circumstances such
a plan would cause great dislocations and difficulties. Today CARES implementation
will cause huge difficulties. In the present proposal TREA is particularly concerned that
the CARES Commission did not analysis the VA’s future needs in light of its Mental
Health and long term health care requirements. The VA is required to provide long term
health care (nursing home care) for Veterans with a 70% and over disability or for a
veteran whose VA disability is the reason he or she requires nursing home care. With the
demographics of today it is clear that this will be a growing focus and job for the VA.
They will need the plants and equipment for this new mission. They also need adequate
plant, properly placed around the country to deal with residential mental health treatment
capabilities. This is again a crucial area that the CARES Commission did not take into
account when making its plans. Residential mental health treatment is a critically
necessary service for some of our veterans. It is both expensive and difficult to find in the
civilian system. The VA can additionally bring the expertise necessary to treat problems
for military veterans that most psychiatric hospitals and practitioners do not have. It is a
service that should not be shorichanged. By moving ahead with the CARES
Commission’s recommendations before considering these two areas would be foolhardy.
1t should be done right the first time.

TREA urges that no additional steps in the CARES process occurs until a full study
on the future needs of the VA for long term health care and mental health facilities
are studies and incorporated into any future plans.

DOD-VA COLLABORATION

It has been a long term goal of TREA’s to have real and seamless medical transition from
DOD to the VA. The need of this has become painfully apparent in the last year when
combat injured service members are coming home and being transferred from DOD to
VA facilities all across the country without adequate preparation and follow up services.
DOD and all the services are working to try and improve the handoff to the VA, The
continued work on IT integration is part of the answer. Collaboration among DOD, the
VA and VSO’s is also crucial. Everyone accepts more work is needed. The situation will
become even more complicated if the CARES realignments and closings move forward.
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TREA hopes your Committees will continue to monitor the progress in this crucial
area,

SURVIVORS BENEFITS

TREA knows that the United States as a nation has thousands of new survivors. It is
important that we keep our promise to their lost loved one. One thing we can easily do is
to attach Survivors’ Education Benefits to Title 10 active duty MGIB payments. The
widows or widowers and the children of those who have died on our battlefields should
have the opportunity to get a four year bachelor degree. If Title 38 benefits were linked to
Title 10 benefits this goal could be reached in the future.

TREA is very grateful to the Committees and most especially to Representative Bilirakis
for the passage of HR 2297 including the “Give Romance a Chance” provisions. Now a
DIC recipient can remarry after reaching the age of 57 without losing his or her DIC
payments. This is a huge step forward. But we hope in the near future that Congress will
be able to move that provision back to age 55 so it can match CHAMPVA and other
federal survivor programs.

TREA urges these Committees to make Title 38 education benefits for survivors’
equivalent to Title 10 MGIB benefits and that DIC retention after remarriage will
be moved back to age 55.

CONCLUSION

TREA is very grateful for this opportunity to tell you of our members concerns for the
future. We are also very aware of the time, energy and dedication all of you expend on
Veterans healthcare, education and other benefits. We know that you do not forget those
who served. You always remember their sacrifices and needs and those of their families
and survivors. And more importantly you act on them. We know what real allies and
patriots you are. The members of The Retired Enlisted Association are very grateful.
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MATERIAL SUBMITTED FOR THE RECORD

Department of Veterans Affairs
Office of the Chief of Staff

FEB 16 2005

The Honorable Lane Evans
Ranking Democratic Member
Committee on Veterans' Affairs
U. 8. House of Representatives
Washington, DC 20515

Dear Congressman Evans:

Enclosed are the Department of Veterans Affairs’ (VA) responses to the
pre-hearing questions you submitted in preparation for the House Veterans'
Affairs Committee hearing on the VA Budget for Fiscal Year 2006 to be held on
February 16, 2005. The Secretary looks forward to working closely with you and
other members of the Committee to providing quality benefits and services to our
Nation's veterans. The men and women serving in uniform deserve nothing but
the best. Should your staff seek additional information, please have them
contact Ms. Pam lovino, Assistant Secretary for Congressional and Legislative
Affairs. Ms. lovino may be reached on 202-273-5611.

Sincerely yours,

homas G. Bowman
Deputy

Enclosure
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Questions for the Record
Honorable Lane Evans
Committee on Veterans Affairs
House Veterans Affairs Committee

Pre-Hearing Questions on the VA Budget for Fiscal Year 2006

Question 1: Please provide for each fiscal year 2001 through 2004 for each regional
office, the number of claims processed in each year for each separate program:
compensation {provide separate data concerning the number of claims involving 8 or
more issues and 7 issues or less), dependency and indemnity compensation (DIC),
disability pension, pension based upon age and death pension.

Response: VA data systems do not distinguish between pension based on disability
and pension based on age, so we are unable to provide that information. The other
information you have requested is contained in Attachment A.

Question 2: Please provide for each regional office and the Appeals Management
Center the number of remanded appeals pending, the date each pending appeal was
filed and the date of each remand by the Board of Veterans Appeals.

Response: See Attachment B

Question 3: Please provide the timeliness and accuracy goals for each regional office
for fiscal years 2001 through 2005. Please describe the methodology used to establish
and adjust these goals.

Response: The national targets for accuracy in the Compensation and Pension
business line are the same for each regional office in a given year. These targets are
formulated based on past performance as well as the strategic goals of the
organization. For FY2005 the accuracy targets are now reported separately

Accuracy Goals FYQO1 EYO02 FYOQ3 EYO4 FY 05
Rating Accuracy 72% 85% 88% 90% Comp: 88%

Pensions: 93%

Authorization Accuracy 62% 63% 82% 87% Comp: 92%
Pensions: 84%

To determine the timeliness goals for each regional office, the overall national targets
are considered, as well as the station’s performance in these indicators the previous
fiscal year. A calculation is made to determine how much each station would need to
improve in order for VBA to meet its national goal. Stations farthest away from the
national target are asked to make the largest improvements in timeliness. (Please see
Attachment C for specific regional office targets.) Regional office specific targets were
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not developed for fiscal year 2001, as VBA measured results by Service Delivery
Networks. For FY2004 and FY2005 the days pending targets are reported separately.

EYO1 FYO02 FYO03 FY 04 FY 05
Timeliness Goals
Days to Process - Rating 202 208 165 145 145
Days Pending - Rating 220 186 100 Comp: 133 Comp: 118

Pensions: 96 Pensions; 69

Question 4: Please provide information concerning the plan to consolidate claims
under the Benefits Delivery at Discharge (BDD) program, including the rationale for the
plan, the timeline for consolidation, the increased number of FTEE who will be allocated
to the consolidated sites and the number who will be decreased at other regional
offices.

Response: VBA is consolidating the rating aspects of the BDD program to the
Winston-Salem and Salt Lake City Regional Offices. This will allow those sites to make
further improvements in timeliness, quality, and rating consistency. Consolidating the -
rating function to two sites will also allow for some specialization, resulting in increased
capacity to handle BDD claims. The BDD program will be monitored through program
integrity reviews and internal controls.

The consolidation will occur in stages at the Winston-Salem and Salt Lake City Regional
Offices. Each regional office is now receiving BDD claims from one feeder station to
ensure that the process is working efficiently prior to phasing in the remaining BDD
workload. The phased transfer of all BDD claims workload is scheduled to be
completed by March 2006. A total of 120 FTE will be hired for this effort, 65 at the Salt
Lake City Regional Office and 55 at the Winston-Salem Regional Office. Hiring and
training are currently taking place at both sites and will continue unti! late Summer 2005.
Decreases in RVSR personnel at regional offices no longer rating BDD claims will occur
through normal attrition rates and those FTE will not be replaced.

Question 5: Please provide the methodology and rationale for allocating resources to
regional offices and the Appeals Management Center, including the number of claims
which were referred fo the AMC in FY 2004 and the number of months, the claims were
in remand status.

Response: Over the last few years, VBA has utilized a performance-based resource
allocation methodology. Regional offices are evaluated in terms of their weighted share
of workload receipts and their ability to meet and/or exceed operational performance
indicators in accuracy, timeliness, appeals resolution, and appeals timeliness. By
linking the resource allocation process to strategic performance measures, VBA is
reinforcing its commitment to the organizational mission.
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The initial staffing at the Appeals Management Center (AMC) of 81 employees was
based primarily on a projected incoming workload of 14,400 remands per year.
Consideration was also given to the pending workload at the Board of Veterans’
Appeals (BVA) Development Team. Based on the actual receipt of 24,000 remands in
fiscal year 2004, AMC staffing was increased fo the present level of 87 employees.
Additionally, VBA has supplemented the AMC by utilizing resources from other regional
offices to assist with the remand workload.

In response to question 2, information was provided on each pending remand, including
the date each appeal was filed, and the date each was remanded by BVA. The average
number of days in remand status for those remands currently at the AMC is 294 days.

Question 6: Please provide the current status of each completed and pending Training
and Performance Support Systems (TPSS) module, including costs for this program in
fiscal years 2002, 2003, 2004 and anticipated for 2005. Describe current plans
including target dates and cost for making each TPSS available on line.

Response:

1. The following TPSS modules (and Electronic Performance Support System, or
EPSS) have been completed and released to the field since inception of TPSS:

A. C&P:
1. Modules:
(a) RVSR Modules:
(1) Prerequisite Training Module
(2) Original Compensation, v.4.0
(3) Original Pension, v. 4.0
(4) Originai DIC, v. 4.0
(5) Reopened Compensation--classroom
(6) New Pension--classroom
(7) Reopened DIC--classroom
(8) Routine Future Examination, v. 4.0
(9) Hospitalization/Convalescence, v. 4.0
(10) Ancillary Benefits
(11) Due Process, v.2.0
(12) Medical Terminology
(13) Musculoskeletal System
(14) Special Monthly Compensation
(15) Reopened Compensation—major revision/conversion to web
(16) New Pension—major revision/conversion to web
(17) Reopened DIC—major revision/conversion to web
(b) VSR Modules:
(1) Original Claim for Compensation, v. 2.0
(2) Dependency Benefits, v. 2.0
(3) Originai Claim for Pension, v. 2.0
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(4) Income Adjustments, v. 2.0

(5) Death Pension, v. 2.0

(6) Burial Benefits

(7) DIC Spouse/Child/Parent

(8) Accrued Benefits

(9) Apportionment Benefits

(10} Special Monthly Pension

(c) Appeals:
Certify a Claim to the Board of Veterans Appeals
2. EPSS and Job Aids:
(a) EPSS

(1) Medical EPSS, v. 3.0 (RVSR)

(2) CHAMPVA (VSR)

(3) Hospital Adjustments (VSR)

(4) Character of Discharge (VSR)

(5) Dependents Educational Assistance (VSR)
(6) Effective Dates (VSR)

(7) Incompetency (VSR)

(8) Helpless Child (VSR)

(9) Income/Net Worth Determination (VSR)
(10} Accrued Benefits (RVSR)

(10) Report Generator (Field Examiner)

(b) Job Aids

(1) Appeals (RVSR)

(2) Original Compensation (RVSR), v. 2.0

(3) Original Pension (RVSR), v. 2.0

(4) Original DIC (RVSR), v. 2.0

(5) Reopened Compensation, v. 2 (RVSR)

{9) New Pension, v. 2 (RVSR)

(6) Reopened DIC, v. 2 (RVSR)

(7) Routine Future Examination (RVSR), v. 2.0
(8) Hospitalization/Convalescence (RVSR), v. 2.0
(9) Due Process (RVSR), v. 2.0
(10) VSR Handbook (VSR)

(11) Field Exam Report (Field Examiner)

(12) Field Exam Beneficiary Interview (Field Examiner)
(13) Benefits Job Aid (Field Examiner)
(14) Special Monthly Compensation (RVSR)
(15) Public Contact (VSR)
(18) Special Monthly Pension

B. Insurance:
1. Module: Reinstatement
2. EPSS and Job Aid Products:

a. Dividends

b. Posting

c. Lapse
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d. Deductions
e. Policy Services EPSS User Guide
f. Life Cycle Maintenance Tool for Job Aids
g. Off Tape Loans
h. Waiver of Premiums
I. Registers
j. Appeals
k. VICTARS Reference Tool; VICTARS and ADE
. Death Claims Manual Input
m. RH.
C. Loan Guaranty:
1. Web-based Training:
a. Credit Standards Course: 11 Lessons.
b. Loan Specialist Course: 9 Lessons.
c. Specially Adapted Housing Course: 14 lessons
d. Specially Adapted Housing Things to Know Module
e. Specially Adapted Housing Things to Do Module
f. Construction Complaints Course: 4 lessons.
g. Appraisal Field Reviewer Course.
2. Job Aids and Tools:
a. Credit Standards Help Tool.
b. Credit Standards Glossary Tool
. Credit Standards Job Aid
. Loan Specialist Help Tool
. Loan Specialist Glossary Tool
Specially Adapted Housing Help Tool
. Specially Adapted Housing Glossary Tool
. Specially Adapted Housing Indexed and Searchabie Reference Tool
D.  Education:
Web-based training: Education Claims Course: 7 Modules

oTQ o 00

2. The status of each pending (in development) TPSS module, EPSS, and job aid is as
follows:
A. C&P: in Development:
1. Modules:
a. RVSR Modules:
(1) Appeals module—estimate fielding by March 2005.
(2) PTSD Course: 2 modules—in early development.
. VSR Module: PTSD—1 module—in early development.
¢. Field Examiner Modules: 6 modules in the Initial Appointment Course.
Field in February-March 2005,
d. Field Examiner On Line Training Coordinator's Course—Field in
February-March 2005.
e. Major revision to VSR modules to reflect the Claims Processing Initiative
(CP1) will begin in 2005, based on the new VSR CPI task analysis
completed in 2004.

o
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2. EPSS and Job Aids:
a. RVSR:
(1) Appeals Job Aid—estimate fielding by March 2005.
(2) PTSD Job Aids—in early development.
(3) Effective Dates EPSS—in early development.
b. VSR:
(1) PTSD EPSS—in early development.
(2) Eligibility Verification Report EPSS—in early development.
(3) Revisions to VSR EPSS based on the VSR CPl task analysis.
c. Field Examiner:
22 Job aids and Knowledge Aids—estimate fielding February-March 2005.
B. Insurance: in Development:
1. Modules: 0
2. EPSS and Job Aids:
a. Updated Manual Inputs EPSS—in early development.
b. Reinstatement EPSS—in early development.
¢. Life cycle updates for Insurance products.
C. Loan Guaranty: Life cycle updates of existing modules and job aids.

3. TPSS costs for 2002, 2003, 2004, and (anticipated) 2005.
Notes: 1. For "costs”, the figures below show the amount of total TPSS task
order awards for all TPSS activities and products in various business lines by
fiscal year, for 2002 through 2004. The figure for 2005 is based on estimated
amounts available for TPSS task order awards from Compensatlon and Pension
Service, Insurance Service, and Loan Guaranty Service.
2. Costs do not include travel funds.

2002: 5,867,224
2003: 5,490,901
2004: 2,765,180
2006: 2,715,000

4. Current plans, including target dates and costs, for making TPSS available on line:
All TPSS and EPSS modules and job aids are already on line, and all new modules
and job aids are delivered on line.

Question 7: Please provide a detailed listing, including cost, locations served, and
number of individuals contracted to provide Vocational Rehabilitation & Employment
(VR&E) services to participating service-connected veterans.

Response: See Attachment D

Question 8: Please provide an update on the Education Service’s succession/staffing
plan.
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Response: Nineteen percent of employees in the Education Program nationwide are
eligible for retirement in 2005. This number increases to 29 percent by 2008. To
replace these retirees, VBA plans to continue utilizing hiring authorities like the
Outstanding Scholar Program and the Veterans Readjustment Act. In addition, VBA
has developed a standardized training program for its key positions and is developing
recruitment strategies for positions that are traditionally harder to fill or may require
relocation.

Question 9: Please provide NCA's strategic plan concerning national cemetery repair
and maintenance efforts, including cost estimates.

Response: The National Cemetery Administration (NCA) is using a multi-faceted
strategy to address cemetery maintenance and repair needs. The Millennium Act
Report to Congress (Volume 2, National Shrine Commitment) provides a
comprehensive assessment of the condition of VA’s national cemeteries. The report
identified the need for 928 repair projects at an estimated cost of $280 million to ensure
a dignified and respectful setting appropriate for each national cemetery. NCA is using
the information and data provided in the report to plan and accomplish the repairs
needed at each cemetery. Since the report was issued in August 2002, NCA has
completed work on 89 projects, and initiated work on additionat prOJects with an
estimated cost of $77 million.

NCA has also developed new performance metrics that will be used to improve the
appearance of its national cemeteries. Baseline data were collected in 2004 for three
new performance measures designed to assess the condition of individual gravesites,
including the cleanliness and proper alignment of headstones and markers. With this
baseline data, NCA has identified the gap between current performance and the
strategic goal for each measure.

Approximately one-third of the discretionary budget for burial programs is used for the
maintenance of national cemeteries as national shrines. This includes mowing and
trimming, routine maintenance as well as repair projects to improve cemetery
appearance. The FY 2006 budget requests $101 million for national cemetery
maintenance, including $20 million for gravesite renovation and infrastructure repairs.

The report includes an extensive database of condition assessment information. This
data is used in the planning process to assist in prioritizing repair projects over a multi-
year period. NCA evaluates the problem categories and the severity of problems within
each category. Data from NCA’s Annual Survey of Satisfaction with National
Cemeteries is also used to factor in the viewpoint of veterans and their families when
determining project priorities.

Repairs to address long-standing deferred maintenance needs are addressed in a
variety of ways. Gravesite renovation projects to raise, realign and clean headstones
and markers and to repair sunken graves will continue to be a high priority in allocating
operational resources. Infrastructure improvements to buildings, roads, irrigation
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systems and historic structures are addressed with capital expenditures through the
major and minor construction programs. In addition, cemetery staff will be used to
complete some repairs.

NCA has also established an Organizational Assessment and Improvement Program to
ensure regular and consistent assessment of performance against established
standards. Each national cemetery will be evaluated through site visits conducted on a
cyclical basis. In addition, NCA will develop and evaluate new innovations and
equipment to make the most effective use of resources in meeting cemetery
maintenance needs.

Question 10: Please provide data concerning the State Cemetery Grant Program,
including the number of grants awarded in fiscal year 2004, total grant amounts,
average grant amounts, and award locations.

Response: In FY 2004, VA provided $33.6 million for grants associated with 8 projects
to establish or expand state veterans cemeteries. The average grant award was $4.2
million. Grant funding was provided at the following locations:

Winfield, Kansas ($5.8 million, New Cemetery)

Hilo, Hawaii ($750,000, Cemetery Expansion)

Killeen (Ft. Hood), Texas ($8 million, New Cemetery)

Boulder City, Nevada ($1.6 million, Cemetery Expansion)

Redding, California ($8.5 million, New Cemetery)

Boise, Idaho ($5 million grant adjustment, New Cemetery)

Hopkinsville (Ft. Campbeli), Kentucky ($250,000 grant adjustment, New Cemetery)
Bear, Delaware ($3.6 million grant adjustment, Cemetery Expansion)
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Vocational Rehabilitation and Empioyment Service
Listing of Contractor Expenditures for FY 2004

February 1, 2005

ATTACHMENT B

CAPIELANG & ASSO
CAPITOL CITY. REHAB GROUP
CAPITOL CITY REHAB GROUP
CAPITOL CITY REHAB GROUP )
CAPITOL CITY REHAB GROUP .
CAPITOL CITY REHAB GROUP
CAREER ACTI N 0CS PC

2504!
2504

328,00

OF RICHMOND
SERVICES

[CAREER OPTIONS i
CAREER SERVICES INC

2504 $103,461.00;

Amount paid Amount paidf Amount
Vendor Name BOC |in FY 2004 for] ™ FY 2004 | paid in FY RO
T BOC 2504 for BOC 2004 for
2505 BOC 2506
A G ELLINGSON PHD T 2504 $4.515 00 347 Saft Lake Gty
APJACKSON & 2504 $4,500 00 341 Salt Lake City
AASTUM VOCATIONAL SVCS INC 2504, $10,875 00 . 347 Boxse
AASTUM VOCAT!ONAL SVCS INC 2505, $500 00 1347 Boise
ABILITIES INCT o 2504 T 306 New York
ABILITIES ING 2505 $14,250 00' 306 New York
ABILITIES | 2608, T $250 00,306 New York
ACCESS CASE MGV RVICES 2504° " $65,38100, 316 Atlanta
ACCESS CASE MGMT SERVICES - 2506( ; 001316 Atlanta
ACTION REHAB 2504 345 Phoenix
ACTION REHAB 2505 7345 Phoenix
ALARIS GRP INC 2504 _ 1437 Fargo
ALASKA VOCATIONAL & COUNSELING | 3504, $1, 1463 Anchorage
ALUIED COMMUNITY RESOURCES INC | 2504 86, 1301 Boston
ALTERNATIVE CAREERS 2505 343 Oakland
AMANDA ™ THIENEMAN 2504, 1327 Lousville
ANFUSO \!ACTIONAL SVCS INC . 2504 $81 090 OD 344 Los Angeles
ASSOCIATED THERAPEUTICS INC ™ 25050 ) 320 Nashvilie
2504 _ 1321 New Orleans
BARBEE & 'ASSOCS B 2505 _.,382 Housten
BEST VOCATIONAL CONS INC 2504 T 1339 Denver
BEST VOCATIONAL CONS INC 2505, '$60,934 00, i 339 Denver
BEST VOCATIONAL CONS INC 2s06 $166 00 339 Denver
BLACK HILLS SPECIAL SERVICES " 2804]  $58,405.00- 438 Stoux Falls
BRUCE W COLEMAN 2505, N 343 Oakiand
C DAMICO 2504 $1,05000 _ 318 Winston-Salem
CEM _ . 2504: 33908 00; o _:344 ).0s Angeles
C EPHIP! o 2504 . '314 Roanake
C R C SERVICES 2504 1301 Boston
C R MCARTHUR PHD P 2504, N 322 Montgomery
‘334 Lincoln

321 New Orleans
'377 San Diego
320 Nashwvilie
1320 Nashville
1321 New Orleans
(349 Waco
351 Muskogee
1351 Muskogee

_$2,370.00 349 Waco
$3,450.00 351 Muskogee
$8,840.00,348 Waco

314 Roanoke
;377 San Dlego

314 Roanoke

314 Roanoke

377 San D)ego
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ATTACHMENT B

Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

Amount paid] Amount

. Amount paid | o
Vendor Name Boc lin FY 2004 for ";;Y;gg“ p;(',‘; 4"}::{ RO
e 1 BOC 2504

2505 BOC 2506

CAREER SERVICES INC
CASTELLANA & ASSOCIATES INC
[CASTLE VOCATIONAL SVCS

..$265 00.377 San Diego
329 Detroit
832224 347 Bo;se

CEM § 9N ;344 Los Angeles
CERTIFIED CARE 2504 377 San Diego
CERTIFIED VOC EVALUATION SVCS + 2504 :345 Phoenix
CHARLES G CARLISE T am0a’ 345 Phoenix

CHRIS GEORGEFF & ASSOCS
CHRIS GEORGEFF & ASSOCS

326 Indranapotis

_ i 326 Indranapolis
CHRYSALIS COUNSELING CTRINC '~ 2504, 5,106 60 339 Denver
CIDDIO MORRISASSOCSING 7" 25041 31125400 7343 Oakland
CIDDIO MORRIS ASSOCS INC . 2505] . 83,750.00; 343 Oakland
COMM PARTNERSHIP OF IDAHO INC 2504, s180s000] ) 347 Boise
CONCENTRA INTEGRATED SERVICE 2504 $800 00 323 Jackson

CONGENTRA INTEGRATED SERVICE 250 §12,480.00: .. 329 Detrott
CONCENTRA INTEGRATED SERVICE ¢ 2506 3 7 $7,516.20'318 Winston-Salem
CONCENTRAINTEGRATED SVCSINC '+ 2504 $42,00000' : 301 Boston
CONCENTRA INTEGRATED SV

INC T 2505 | $68,545.00 317 St. Petersburg
CONCENTRA INTEGRATED SVCSINC . 2506 : _ $420.00/317 S, Pelersburg
CONCENTRA MNGD CARE SVCS INC | 2504 '304 Providence
CONCENTRA MNGD CARE SVCSINC 2504 ) i ‘ 1322 Montgomery
CONCENTRANMNGD CARE SVCSINC 2504, $t414400° . 328 Jackson
'CONCENTRA MNGD CARE SVCSINC | 2504 $16224000 - T " 329 Defron

322 Montgomew
$416 01318 Winston-Salem

CONCENTRA \ MNGD CARE SVCS INC

CONNECTIONS 7343 Oakiand
1343 Oskiand
" $210.00.309 Newark
1309 Newark
OR! >0 316 Atlanta
CORVEL CORP 322 Montgomery
CORVEL CORP ) 316 Atlanta
CORVEL CORP 71322 Montgomery

8 Portland

CORVEL CORP 1362 Houston
CORVEL CORP_ " 7$195,00:316 Atianta
CORVEL CORP "7$6,856.53 322 Montgomery
CORVEL HEALTHCARE CORP 318 Atlanta
COUNSELING RESOURCE CTR T 7 327 Louiswitie
COUNSELING RESOURCE CTR - 326 Indianapolis
COUNSELING RESOURCE CTR 1327 Loussville

25041 1317 St Petersburg

2505 _ 1317 St_Petersburg
T os04 I ] 321 New Orleans
e 2504, 81991200 e 7346 Seatile
CRAWFORD & CO . "H 2504 $7 990.00 : 1459 Honolulu

CRAWFORD & CO 2505 $26,300.00] " "i459 Honolulu
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Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

Amount paid Amount paidf Amount
Vendor Name BOC Jin Fy 2004 for] Y 2004 | paid in Fy RO
P “i BOG 2504 for BOC 2004 for
: R ‘ ’ 2505 BOC 2506
D A KING . 2504, sezd00. . 325 Cleveland
DAKING $96.001 325 Cleveland
D JUHLENKOTT & ASS0CS 1346 Seattle
HURC R . 319 Columbra
$35,863 08! 1311 Pittsburgh

DEMAREST ASSOCS LTD

- 480 Wilmington
DESERT VOCATIONAL SERVICES

377 San Diego

e . 343 Oak|and

 $13,250.00 _ 343 Oakiand
DEVINNEY & DINNEEN CAREER o 354 Reno
DIANA € SIMS & ASSOCS INC_ $6,830.00, 1313 Baltimore

) Columbia_
New Orleans

DOUGLAS REHABILITATION INC

EDMUND PEREIRA o 459 Honolulu
EDMUND PEREIRA $18750.00 /459 Honolulu
ELLIS VOCATIONAL SVCS 343 Qakland

ELLIS VOCATIONALSVCS ~ 7 7
EMPLOYMENT RESGURCE NETWORK
EMPLOYMENT RESOURCES GROUP
ENGLAND & CO REHAB SVC8 INC
ENGLAND & CO REHAB SVCS INC

[EVANSVILLE GOODWILL INDS INC

700.001326 indianapolis

[EVANSVILLE GOODWILL INDS INC

EVERGREEN HOSP HEAD INJURY 4 89000 T ¢ T 7346 Seattie
FAMILY PACIFIC o [ 2505 - L 8250000 459 Honolulu
FLOYD & ASSOCS LLC. ___ ., 2504  $2585800; ) 348 Seattle
FOSTERASSESSMENTCTR 7| 2504 : 1344 Los Angeles
NG CTR 2504 . '344 Los Angeles
FRESH START REHAB ST T 504 $24,950.0 1317 8t. Petersburg
FRESH START REHAB i 2505 317 St Petersburg
GEDEANERPHDCRC " 172504 3 Calland
GENERAUX BUSINESS CONSULTANTS - 250 ~$1,525.00 o 354 Reno
GENEX T T T T T Testal T Usisgssoo U T 328 Chcago
GENEX T ios0a oss7asOo. T O 338 Denver
GENEX 12504 71442 Cheyenne
GENEX o as0sl __ i328Chicago
348 Portiand

1362 Houston
$2 16 5 328 Chxcago
R ,343 Oakiand

362 Houston

313 Baltimore

{372 Washington

372 Washington
$3,307.00:313 Baltmore

$5,433.00, 1372 Washington
1343 Oakland

GEORGE MOORE & ASSOCS INC
GLAPION COUNSELING & CONSULT
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Vocaticnal Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

ATTACHMENT B

Amount paid] Amount

T Amount paid]’, e
Vendor Name BOC [in FY 2004 for] ™ FY 2004 | paid in FY RO
BOC 2504 for BOC 2004 for
2505 | BOC 2506

GOODWILL INDS OF CENTRALIN

- 8620 -
$29.422 94

250,,%~
2504,
2508

2505

_tgso7al o

$200.00,

2604 $14,541.00
2504 $41,952.00
2508 L 73402800
HOUCK LIMITED $27.252.00

HOUCK LIM[TED

S
HUFFY SERVICE FIRST _
HUGO ROMANMD
[HUMAN SVCS OUTCOMES INC
HUMAN SVCS OUTCOMES INC

I N K VOCATIONAL COUNSELING
INTERMOUNTAIN WEST RE AB
INTL CTR FOR THE DISABLED
INTL CTR FOR THE DISABLED

INTL CTR FOR THE DISABLED

INTRACORP
INTRACORP INC

INTRACORP INC
INTRACORP INC
INTRACORP INC ™

$4 331 09
$5 376 00

[RA H COMBS EDD & ASSO(
IRA H COMBS EDD & ASSOCS
IRA H COMBS EDD & ASSOCS

25041

$6,350 00 326 Indianapolis
315 Huntington
320 Nashville

1326 Indianapolis
. 1326 Indianapolis
$4,204 47 326 Indianapolis
301 Boston
343 Oakland
343 Oak)and
343 Oskiand
315 Huntington
325 Cleveiand
1315 Huntington
325 Cleveland
§1, 500 001315 Huntington
$432 00. 1325 Cleveland
329 Detroxt )
0 325 Cleve!and

a7 St Petersburg
340 “Alpuquerque
" 343 Oakland
:339 Denver
306 New York
306 New York

348 Porfland
$7,811 15 318 Winston-Salem
'335 Gt Paul
335 St Paut
"348 Portland
318 Wmston Salem
$1 936 001335 St Paul
328 Chlcago
327 Lowssville
320 Nashville
328 Chicago

25041 $32,210.00
IRA H COMBS EDD & ASSOCS : l
IRA H COMBS EDD 8 ASSOCS
J MAGROWSKI PHD )
JRFLETCHER CONSULTING

J 8COTT LANKFORD

JAMES B ADAMS

JAMES B ADAMS & ASSOC INC
JAMES B ADAMS & ASSOC INC

'$6.610.00
$3.720.00;

o504

327 Loussvxlie;
328 Chicago
331 St Lows

" $2,125 00 460 Wiimmngton

‘32:} Montgomery_
320 Nashvifle
_ 1318 Columbia

328 Chicago
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ATTACHMENT B

Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
Fabruary 1, 2005

., |Amount paid] Amount
PR . | Amount paid |, M
Vendor Name BOC |in FY 2008 for] M FY 2004 | paidin FY RO
- BOC 2504 for BOC 2004 for
2505 BOC 2506
JAMES B ADAMS ASSOC INC

$57.03000 319 Columbia

JAMES B ADAMS ASSOC INC $52,480.00' T

JAMES B ADAMS ASSOC INC $31000 :319 Columbia’
N e $310 00 . 328 Chicago

JAY KINDPHD $1,12500 oy .308 Newark

JEREMY R THAYER o . ;. $7rs00 313 Battimore

JEWISH VOCATIONAL SVC $428400, 1331 8t, Louis’

30 483 Anchorage
{330 Milwaukee
460 Wilmington’
344 Los Angeles
322 Montgomery

" $150.00:322 Montgomery

JOCELYN LANGRERR MS
JOHNSON & SPAVENTA

JOSEPH GLAWJR

KR BRADFORD

K TREXLOR ELLINGTON PHD 3 341 Salt Lake City
KWHITE _ N 1442 Cheyenne _
KELLI BOWSER {311 Pittsburgh
KELLY WHIT 442 Cheyenne

447 Cheyenne
1343 Oakiand
1338 Denver
1 Salt Lake City
$1,000.60 362 Houston
1345 Phoenix
L " '$861.00,345 Phoenix
L %43o0 . 1311 Pittsburgh
L $23780. OOb o " 344 Los Angeles

25041
2504,

LAURIE BARASH
LEARNING CENTER
LINDA PARKER & ASS0C

LINDASWALDROPOTR 7 e 320 Nashville
LINDA § WALDROP OTR 858213 320 Nastwille
$1,166.67 325 Cleveland
ABTH 1322 Montgomery
LiSA B THOMAS 323 Jackson

LISA B THOMAS 1322 Montgomery

1343 Oakland
442 Cheyenne
$650.00,442 Cheyenne
. »343 Oakland
1438 Sioux Fails
315 Huntmgton
318 Huntington
“307 Buffalo
307 Buffalo
- . $78,125 00 307 Buffalo
I ... .2504) 36350, 00 ) . 341 SaltLake City
MARGARET SANCHEZ  ~ """ "2804 ~ §3300.00, ; 1343 Oakland
MARK S SMASAL PHD : $800.00° ) 341 Salt Lake City

MV R CONSULTING SERVICES INC | 2504 $5382500 7 B
MALCOLM D FARMER T T os04
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ATTACHMENT B

Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

o +.. | Amount paid Afnount paid] Amount
* Vendor Name BOC |in FY 2004 for] "7 Y 2004 | paidin FY RO
Lo C BOC 2504 for BOC 2004 for
2505 BOC 2506
MARY JOWHITE 25040 865000, 317 St_Petersburg
IMARY JO WHITE : $75 00 317 St. Petersburg
_ $5,200 00 i 320 Nashville
|331 8t. Louts
E 1343 Oakland
MICHAEL A Fi ) 3504 $4.410.00 343 Oakland
MICHAEL A F 72805 . 1343 Oakiand
N HUGHES 2506 ) $7,450.00:320 Nashville
N'R VVENTI INC PS $26,075 00 i : 1346 Seattle

$124,09500 344 Los Angeles
1344 Los Angeles

344 Los Angeles

NATHALIE GENDRONLLC | : 1372 Washungton
INATHALIE GENDRONLLC 1" 2505 ) | $43501000 1372 Washington
LG $5,850. 00: 372 Washington
354 Reno

33, 000.00; 1330 M;lwaukee

~ $1,800.00 330 Milwaukee
1325 Cleveland

325 Cleveland

" "442 Cheyenne

OPPORTUNITIES & SOLUTIONS INC
OPPORTUNITIES & SOLUTIONS INC
OPPORTUNITIES & SOLUTIONS INC
OPPORTUNITIES & SOLUTIONS INC

P D M CONSULTING INC
P D MCONSULTING INC
P LG TAIMANGLO PHD ™ .
PADILLA INVESTIGATIONS & CONS
PARTNERS IN PLACEMENT INC

"$890,00.317 St Petersburg

325 Cleveland

1325 Cleveland
459 Honofulu

320 Nashville

435001

PECKHAM INC . 1320 Defroit
PIONEER REHAB INC .| 2504 $198487.50 ;316 Atlanta
P!ONEER REHAB INC 2508 i 316 Atlania

PLACEMENT OF’PORTUNITIES

E ' $2,700.00°330 Milwaukee
PROCURA MGMT INC

_460 Ws!mmgton

PROF ITATION MGMT INC ] T 0. o '328Chicago
PROFESSIONAL CONSULTING SVCS o Tsti0s470; 7T (348 Portiand
PROGRESSIVE REHAB SVCS INC Cseoooo0 T T T T T33g Denver
PROGRESSIVE REHAB SVCSINC 2505 ! 339 Denver
PROGRESSIVE VOCATIONAL SVCS™ | '2504; $7.600.00 5 Huntington
PROGRESSIVE VOCATIONAL SVCS 2506 315 Huntington _

R B FRANCE PHD i | 2504] " '$621043 1341 Salt Lake City
RGTAYLOR 2508 341 Salt Lake City
R P DICKOW ) i 2504 ,329 Detroit
RTWSERVICESING | 2504, $2 115.00 329 Detroit

RWDETUNG . 2505 P 1311 Pittsburgh
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ATTACHMENT B

Vocational Rehabilitation and Employment Service
Listing of Centractor Expenditures for FY 2004
February 1, 2005

. |Amount paid] Amount
L Amount paid | . .
Veiidoi"Name BOC |in FY 2004 for] " FY 2004 | paidin FY RO
: o) | BoC.2504 1 for BOC 2004 for
) 2505 BOC 2508
R WRIGHT OPT1C $390 QO; ;313 Baltmore

REGL REHAB
REHAB ADVISORS ING
REHAB ADVISORS INC
REHAB PERSPECTIVES INC

"T347 St Petersburg
17 St Petersburg

"$425 00]

[REHAB PERSPECT!V
REHAB SERVICES UNLIMITED
REFIAB SERVICES UNLIMITED

7$5,13250] ~ 345'Phoenix
' $1,020.001345 Phoenix
i i 329 Detrott
REHAB TEAM ASSOCS INC $32500] 1329 Detroit

$2 ,600.00{329 petroxt
78t Petersburg
1317 St Petersburg |
313 Bammore
1327 Louisville

‘345 Phoenix

‘345 Phoenix .
1308 Newark

314 Roanoke

|REHAB TEAM ASSOCS INC
RESOURCE CONSULTANTS INC
RESOURCE CONSULTANTS INC

saB000]

[ 325Cleveland
$26 00 325 Cleveland
343 Oakland
343 Oakland

321 New Orleans
339 Denver

1339 Denver

SBSCHMIDT
$BSCHMIDT

T - < -
SARAH J JENSEN $38,429 00, 339 Denver
SARAHJJENSEN " "hiTpses T ) $415 00 339 Denver
SCHMIDT VOCATIONAL SERVICES LL ~ 7 437Fargo

345 Phoemx

SEYLER FAVALOR( - 1321 New Orleans
SISKIN HOSP FOR -320 Nashvilie
SOMERS VOCAT] . 1344 Los Angeles
SOUTHERN 328 Chicago
STONEBRIDGE REHAB 348 Poriland
STUBBE & ASSOCS i 334 Lincoln
STUBBE & ASSOCS $1,818.00 334 Lincoin
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ATTACHMENT B

Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

N . Amount paid Amount paid] Amount
VendorName | BOC fin FY 2004 for] ' FY 2004 | paid in FY RO
W e e T Y soe 2508 | for BOC 2004 for

o LA . ; 2505 BOC 2506
STUBBE & ASSOCS INC5082 . 2504,  $34,408.06 1335 St, Paul
STUBBE & ASSOCS INC 5082 © 2506 i $4,300.00 335 St Paw
TYOUNG 1 2504, 325 Cleveland
TYOUNG ) ' 1326 Indianapolis
TYOUNG = 26 Indianapobs
TERRILL & ASSOCS INC
TV W FICKLIN

TIMWFICKLIN

7 San Diego
_ 377 San Diego
346 Seattle

21 New Orleans
1 New Or!eans

TOURO INFIRMARY _
'TRAC ASSOCS INC

TRI AREA REHAB SVCS INC
TRI AREA REHAB SVCS INC

$800.001313 Baltmore
$8, 700001330 Mliwaukee
35 690 00,306 New York
- 519,060.001309 Newark
Cs8ed7o0 T 7 T 338 Denver
$3510000 § 1442 Cheyenne

VERMEER REHAE SERVIC T $58500 ‘339 Denver
VESSELL VOC 8VCS :320 Nashville
VESSELL VOC SVCS _ Ti322 Montgqmery
VESSELL VOC §VCS 320 Nashille

VESSELL VOE SVCS
VESSELL VOC SVCS

322 Montgomery
1001320 Nashvilie

VICKIE PRATTON MS

," 322 Montgomery
VICKIE PRATTONMS

322 Montgomery
1362 Houston
1321 New Orleans
o 1321 New Orleans
B @470.00}21 New Orleans
:343 Qakland
344 Los Angeles
343 Oak!and
463 Anchorage
463 Anchorage

$10,665.00,

VOCWORKS' o e 326 Indianapolis
VOCWORKS .. 8895000 :326 Indianapolis
VOCWORKS LTD __$5,80800; _ 1326 indianapolis

LNES EINCT T 2504 Ts23¥eso0 o 321 New Orleans
WKU RESEARCH FDN INC . 2505 H $17,940 00° 327 Louisville
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Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

ATTACHMENT B

Amount paid Amount paidj Amount

Vendor Name BOC [in FY 2004 for] " FY 2004 | paid in FY RO
. BOC 2504 for BOC 2004 for
- ' 2505 | BOC 2506

YANO REHAB INC
YANO REHAB INC
EHABING
) REHAB INC

8686900
$1.780 00

TOTALS

34,500 00,330 Mitwaukee
_313 Baltimore

315 Huntington

1372 Washington
:313 Baltimore

372 Washington

$919 80 313 Baltmore

I [54;090,574.45 [52,533,814.28 |‘$441,861.96 T
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Average Days to Complete a Rating Average Days a Rating Decision is
Decision Pending
oM | Fy7o | EOM | EoMm
Sep-02 | Fv03 | Sep.04 | sep-05 Fyoz | Fvoz | Fvoa | Fvos
[Nationwide 1853 1650] 1000] 1300 178.0] 00,0 90.0[ 1000}
Eastern Area
Balimore 44 77.7] 105, 31 T08.7] 1043
196. 348 79 110. 015
Buffaio 192. 794 35. 120. 6.4
Cieveland 222, 78.4 - 34 97 00,
Detrait 780, 62.8 8] 1. 115 7.
Hartford 7. 474 330] 133, 7. 51.6]
indianapolis 78, 1. 99.0; 78 85,
lManches(er 668 157. 2.8 32 95
ew York 898 189, . 8. 12
ewark 89, 24 118 03.4
Philadeiphia 89 72 ; 100 00.8|
Bittsburgh 74 07 g 2 88 110.7]
Providence I 10, 71 3 108 S0 8§
282] 144 o 26 83.0] 884
60 68.7 75 99 893
194 261 11 39.1 24 1031
3 9 104.0]___126 112 §23] 966
4. 3 935|120 85 77 1]
4 7 974|126 100 73. 73
5 2 EX 27 &8, 74 7.4]
7 200, 121 39 1187] 117, 7
2.2 146, 103 35 7 77 1
0 152 4 23 1. 7 8
16, 203, 707 38 08 B 10!
91 165 G5. 2, 93 78, 94.
82 140, 93 22 92, 78 3
329 267.4] 93, 34. 132, 164, 120,
Winston-Salem ~393, 153, 50 25, 95 782 939
Centrai Area
Chicago | 1680 858 @88
Des Moines 58, 1014 98,
Fargo 93 77,
Houston 80. 73
Lincoin 80! 74
Little Rock | 131 94. 91
Mitwaulee 158, 107, 9838
Muskogee 58 87 791
New Orleans 753 90 784
Sioux Falls 158 92 514
St. Louis 65 98
St Paul 420 63
Waco e 4
Wichita 840l 115
Western Area
Albuquergue 150.0 96. 83 G5,
Anchorage 200.0] 108, 708 706
i 1600] 84 77 50
190.0] 101 75 10,
1600 93 3 98
2081 4. 115, 704,
187.2]__10, 89 101
3037] 108 71 75
2300] 1114 93 160,
180.0] 92 8. 100,
201 121 110. 105
1 115 104 9
77 713 87
2 106.8] 679 701
Seattle 1943] 158.7] 100, 378 160.0] 85, 859]  105.

Prepared by the Office of Field Operations
02-02-05
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Rating Y A i Y iduciary
FV03 ] Fvoa | FV05 FY03 FYos FY03 FY05
{Nationwide 55 %‘} go%l" 0% 2% 5% 5% B6%) 5%
Eastern Area |
Baltimore 88%] 909 6 2% 7 55%} B8% 55%
Bosion 88%| 909 0 82% 7 g5 85%
Buffalo 88% 0 05 2% 7 95%)
Cleveland 88% 09 0%} 82% 7 5%}
Detrait 8% 0% 90 2% 7 95%|
Hartford 85% 0% 0 32 7%] _ 95%)
Tndianapohis 8% 0% 5 a2 7%|  95%)
Manchester 88% 0% 0 82Y% 7% 95’
New York 88% 0%, 0 829 7% 95%]
Newark 88% 0%, 0 829 7% 95
Phi i 85% 3% 0 829 7%, 65
Bittsburgh 88 5 0 82 7%]|  95%]
Brovidence 88 0 0% 82 7%]  95%]
Togus 88%] 0 09 82 7% 95%)
lWhite River Jct. 88 £ 0%] 82% 7% 95
Wiimington 88%|  S0%| G0 82%) 7%| 95
Southerss Area
Atianta B8%] _ 90%] _ 90%] 82 7% 99% 85% 5% 55%
Columbla B8%|  G0%| _ 90%] 82 7% 5% 85% 8% 85%
Huntington BE%|  S0%] _ 50%]| 82 7% 5% 5% 88% 85%
Jackson 82 7% 5% 85% BE%|  65%
Louisville 82 7% 950 85 B5%|  85%
82 7%] __ 95%) 859 855 85%|
82 7% 95%] 85%] 68 B85%|
8% 7 95 B5%|  B8%|  B5%
ER 7 559 853 859 85%
83 79 959 85%] 859 85%
82% 7 5% 859 889 85%
B2% 7% 95% 859 5% §5%
Central Area
Chicago 8% 0%] 807 2% T 95%] 85%
Des Moines 8% 0%, 60 82% T%| 95 85%
Farga 88% 0 50%) 52 7% 55% 85%
Houston 88%, 0 90 82 79 95%] 85%
Lincoln 88 o0 50%] 82 79 g5 B5%
A 82 79 5% 85%
A 82 7 55 5%
82 79 95%] a5%
82 7 §5%) 85%]
82 7 95 85%
82 7%| _ 95%) 85%
82 7% 95% 85%
A 82 7%, 9% 868% 85%
57 7% 95% e 55%
Western Area
Albuquergue 887 0% S0%] 829 AR Al B8%| . 85%
Anchorage 859 0%| 90 829 7% 05 8% 85%
[Boise 567 07 50%) 82 7% 95 | 88%|  85%
Denver 3 09 £ 82" 7% 85%
Ft. Harrison 88%. 0% 0%} 82 7% o 85%)
Honolulu (3 0% 0 82 7% o 85%
Tos Angeles 88 07 0 82 7% 5% 85%
Mania 887 0% 0% 82 7 59 5%
Gakiand 85%| 0% 0 82 7 95%] 5%
Phoenix 859 Bl 50%) 82 7 95%] 85%
509 82 7 95%] 85%
ANEA (S 7 35%1 85%
50% a2 7% 95 85%
3% ] 829 T%|  G5%) 85%
0% 329 7% 959 55%

Prepared by the Office of Field Operations
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Amount paid Amount paidf Amount
Vendor Name BOG |in FY 2004 for] ™ FY 2004 | paid in FY RO
BOC 2504 for BOC 2004 for
2505 BOC 2506
A G ELUNGSON PHD — 2504 $a515001 341 Salt Lake City |
AP JACKSON 2504, $4,500.00, ; 347 Saft Lake City
AASTUM VOCATIONAL SVCS INC 2504 $1057500 0 T _'
AASTUM VOCATIONAL SVCS INC ¢ 2505 i $500.00
AB(LITIES NG 2504 $520000 o
- il 2505 et 21425000,
o 2508, : i 77$250.00,306 New York
ACCESS CASE MGMT SERVICES . 2504, $65381000 316 Atlanta -
ACCESS CASE MGMT SERVICES | 2508, ! $286.00316 Atlanta
ACTION REHAB 2504 $248000, T TTTT3A5Phoenix
ACTION REHAB i 2505 $19,810.00] 345 Phoenix_
ALARIS GRP INC 2504, $49,950.00; ; 1437 Fargo
ALASKA VOCATIONAL & COUNSELING | 2504 $1,200.00° i 483 Anchorage
ALLIED COMMUN OURCESINC 2504 $6,375.00° ] - 1301 Boston
ALTERNATIVE CAl - 2505 I $3,500.00 1343 Qakiand
|AMANDA M THIENEMAN 2504 §100.00] i327 Louisvile
PANFUSO VACTIONAL SVCS INC 2504 $81,090.00! 1344 Los Angeles
[ASSOCIATED THERAPEUTICS INC 2505 | $1,563.51 320 Nashville
{BMPRESTONBACK " "2504 51200000 o 321 New Orleans
'BARBEE & ASS0CS 2505 TTTTTUsi8450000 362 Houston
BEST VOCATIONAL CONS INC D 2504 %28.54000 330 Denver
BEST VOCATIONAL CONS iNC 2505 CT T 880,934.00 1339 Denver
BEST VOCATIONAL CONS INC 2508 : ; 1 339 Denver
BLACK HILLS SPECIAL SERVICES 2504 $58,405.00 438 Sioux Fails
BRUCE W COLEMAN | 2508 $1,950.00, 343 Oakland
C DAMICO | 2504 $1,050.00 L 318 Winston-Salem |
CeM 2504 $3,905.00 1344 Los Angeles
C EPHIPPS 2504  $60.809.30; 314 Roancke |
C R C SERVICES 2504 $43,850.00/ ] 301 Boston
[C'R MCARTHUR PHD 25041 $56,100.00; 322 Montgomery
C 5 VOCATIONAL CONSULTANTS LTD | 2504, $36,400.00 334 Lincoin
CVETINC 2504 §$22,207.00 . 321 New Orleans
CAIRNS COUNSELING CENTER | 2504]  $885.00 ; 377 San Diego
CAPABILITIES FOR LIVING LLC 2504 $1,000.00 : 320 Nashville |
CAPABILITIES FORLIVING LLC 2505! $1,586.14. 320 Nashville i
CAPIELANG & ASSOCS INC 2504, $1,560.00 ! 321 New Orleans
CAPITOLCITY REHAB GROUP 2504 o 73a9Waco

CAPITOL CITY REHAB GROUP~ 2504

90 351 Muskogee
GROUP 250 e 592900

CAPITOL CITY RE ML
CAPITOL CiTY REHAB GROUP - 25060

CAPITOL CITY REHAB GROUP T Tamoe T

CAREER ACTION ASSOCS PC C 2508 : i )

CAREER DIRECTIONS OF RICHMOND 2504 $1,500.00: L 314 Roanoke
CAREER MANAGEMENT SERVICES 2504~ §118975.00, s 1377 San Diego
CAREER OPTIONS INC 2504 $52,734.16 1314 Roanoke
CAREER OPTIONS INC | 2805 322586357 314 Roanoke
CAREER SERVICES INC [ 2504)  $103,461.00, 1377 San Diego
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Amount paid Amount paidf Amount
Vendor Name BOC Jin FY 2004 for] 1 FY 2004 | paidin FY RO
BOC 2504 for BOC 2004 for
2505 BOC 2506
CAREER SERVICES INC 2506 $265.00.377 San Diego
CASTELLANA & ASSOCIATES INC 2504 $2,100.00; N ‘329 Detroit
CASTLE VOCATIONAL SVCS ) 25060 $322.24 347 Boise
CEM T TTCE04 52758500 1344 Los Angeles
CERTIFIED CAREER CONSULTANTS 2504, $24,611.50. 377 San Diego
ERTIFIED VOC EVALUATION SVCS 2504 - i
CHARLESG CARLISE 2504
CHRIS GEORGEFF & ASSOCS 2505 $11,025.00 1326 indianapolis
CHRIS GEORGEFF & ASSOCS 2506 T $1,650.00:326 indianapaiis
CHRYSALIS COUNSELING CTR INC 2504 $5,100.00; 339 Denver
CIDDIO MORRIS ASSOCS INC - 2504, $11,254.00 343 Qakland
[CIDDIO MORRIS ASSOCS INC ™ CEEes T 83750000 343 Qakland
COMM PARTNERSHIP OF IDAHO INC 7 2504, "$18,050.00: o _
CONCENTRA INTEGRATED SERVICE 2504, o
CONCENTRA INTEGRATED SERVICE 2504

[CONCENTRA INTEGRATED SERVICE 2506 $7,516.20:318 Winston-Salem
'CONCENTRA INTEGRATED SVCS INC 2504, : 1301 Boston
CONCENTRA INTEGRATED SVCSINC_ | 28051 $66,545.00" {317 St. Petersburg
CONCENTRA INTEGRATED SVCS INC | 2506 ‘ : $420.00,317 St_ Petersburg
CONCENTRA MNGD CARE SVCS INC 2504, $21,750.00; 304 Providence
CONCENTRA MNGD CARE SVCS INC 2504, $45.00 1322 Montgomery
CONCENTRA MNGD CARE SVCS INC 2504 $14,144.00 : 323 Jackson
CONCENTRA MNGD CARE SVCS INC 2504 $16,224.00 '329 Detrait
CONCENTRA MNGD CARE SVCS INC 2505 $835.00 1322 Montgomery
'CONCENTRA MNGD CARE SVCS INC 2506] $416.01 318 Winston-Salem
[CONNECTIONS 2504 $3,300.00 o 343 Qakland
CONNECTIONS 2505 T $14,075.00, 343 Oakland
CONSULTATIVE REVIE 2506 e : $210.00'309 Newark

CORI 2505] | 7510,300.00; 1309 Newark
CORVELCORP 7 2504 $108,245.00 ! :316 Atianta
CORVEL CORP N 2504, T518,480.00 1322 Monigomery |
'CORVEL CORP o 2505 e " 316 Alianta
CORVEL CORP~ 2505 - ) 1

CORVEL CORP_ o esesT T L

CORVELCORP 2505 T T 7362 Houston
[CORVEL CORP : 2506 $195.001316 Atlanta
CORVEL CORP 2506 $6,856.53]322 Montgomery
CORVEL HEALTHCARE CORP 2504 $480.00 316 Atlanta

' COUNSELING RESOURCE CTR 2504 $240.00 | 327 Louisville
COUNSELING RESOURCE CTR 12505 $2,904.00! 1326 Indianapolis
COUNSELING RESOURCE CTR | 2805 $22,420.00 1327 Louisville
COURTRIGHT & ASSOCS 2504 $540000 T 317 5t Petersburg |
COURTRIGHT & ASSOCS 2505 L 202105 1317 St_Petersburg
[CRAWFORD 8 CO - 2504 $472.00] 321 New Orleans |
CRAWFORD & - 2504 §19,912.00 346 Seattie
CRAWFORD & 2504 $7.990.000 459 Honolulu
CRAWFORD & C 25085 $26,300.00 1459 Honoluiu
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Amount paid Amount paid] Amount
Vendor Name BOC [in FY 2004 for] ' FY 2004 | paidin FY RO
BOC 2504 for BOC 2004 for
i 2505 BOC 2506
D A KING 2504 $224 00, ! 325 Cleveland
D A KINC 2505 o $96.00; 1325 Cleveland
2504 87850000 i o 34B Seattle

D W UPCHURCH ) 725047 $48,300 00 S ) 319 Columbia_
DAVIDAZAK 2505 . $35,863.08
DEMAREST ASSOCS LTD 2504, $1,360.00. . -
DESERT VOCATIONAL SERVICES 25047 7$118,000.00 1377 San Diego
DETTMER VOCATIONAL CONS 2504 $5.500.00, 343 Oakland
DETTMER VOCATIONAL CONS 2505 §13,25000 1343 Oakland |
DEVINNEY & DINNEEN CAREER | 2504 "$56.853.00 . 354 Reno
DIANAC SIMS & ASSOCS INC | 2505 $6,930.00; ‘313 Baitimore
DISABILITY ACTION CENTER | 2504 $350.00 : 316 Columbia |
DOUGLAS REHABILITATION INC 2504 $5,699.00 321 New Orleans
EDMUND PEREIRA I T $10,800.00, 459 Honoluiu
EDMUND PEREIRA - 2505 §18,750. oo 459 Honolulu_
ELLIS VOCATIONAL §VCS 2504 $950.00 : 343 Oakland
ELLIS VOCATIONAL SVCS 2505, T $4,550.0 343 Oakland
EMPLOYMENT RESOURCE NETWORK | 2505 §4,680.00! 348 Porland B
EMPLOYMENT RESGURCES GROUP | 2506 i $56,160,00.351 Muskogee
ENGLAND & CO REHAB SVCS INC 2505 $3.848.00 1328 Chicago
'ENGLAND & CO REHAB SVCS INC 2506! $36,433.74 3gg Chicago
EVANSVILLE GOODWILLINDS INC | 2505 $22,335.00! 1326 lndlanabohs
EVANSVILLE GOODWILL INDS INC 2506
EVERGREEN HOSP HEAD INJURY | 2504

o 25047 "$25858.00
FOSTER ASSESSMENT CTR 2504 $32,805.00] 1344 Los Angsles
FOSTERS ASSES AND TESTING CTR | 2504 $27,335.00; 1344 Los Angeles
FRE RT REHAB 2504 $24,950.00 i 1317 St. Petersburg
FRESH START REHAB 2505 $95,200.30 317 St. Petersburg
G E DEANER PHD CRC T 2504 $4,600.00 343 Oakland
GENERAUX BUSINESS CONSULTANTS |~ 2504, $152500 i 354 Reno
| 25041 $13855,000 328 Chicago
25041 $57,115.00 | 330 Denver |
2504 $1,950.00 i 442 Cheyenne
2505 $29,230.00 328 Chicago
N 2505 . $15520.00 348 Portiand
2505} $6,700.00 362 Houston
g o b . ..$2,185.65,328 Chicago
_§1p0800 o 343 Oakland
) =S INC. ) . ) $2,450.00 362 Houston |
GEORGE MOORE & ASSOCS INC 2504 $43,011.00 T ;313 Baltimore
GEORGE MOORE & ASSOCSINC 2504, {372 Washington |
GEORGE MOORE & ASSOCS INC 2505 372 Washington
GEORGE MOORE & ASSOCS iNC 2506 | $3,307.00 313 Baitimore
GEORGE MOORE & ASSOCSINC 2506, | $5433.00,372 Washington
GLAPION COUNSELING & CONSULT 2504 $6.480,00° 343 Oakiand
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in FY 2004 | paidin FY

Amount paid

Vendor Name BOC m;gggosz‘:or for BOC 2004 for RO
2505 BOC 2506
GOODWILL INDS OF CENTRAL IN 2506 ] ~ $6,350.00 326 Indianapolis
GOODWILL INDS OF KYOWVA 2504 ~ $550.00 315 Huntington
GOODWILL INDS OF MIDDLE TNINC+ 2504 $760.00 1320 Nashville
GOODWILL INDS OF MIDDLE TN INC 2505 o $2812.00 320 Nashville

GOODWILL INDS OF MIDDLE TN INC. $1.596.00:320 Nashville
GOODWILL INDSOFNEININC ) $0.20. 1326 Indianapolis
GOODWILL INDS OF NE IN INC | 2505 $29,422.94" 1326 Indianapolis
GOODWILL INDS OF NE ININC 2506 $4,294.47,326 indianapolis
GOODWILL INDS OF SPRINGFIELD 2504 $1,250.74 7307 Boston

'GRAMS & ASS0CS 2504 $200.00 343 Oakland
GRAMS & ASSOCS 2505 $650.00 343 Oakiand
HASKINS REHAB SVCS ) | 2505 $330.00, 343 Oakiand
HOUCK LIMITED T TTan0e $14,541.00 ;315 Huntington
HOUCK LIMITED ] 2504 $41,952.00 325 Cleveland
HOUCK LIMITED ; 2 $4,028.00 1315 Hunfington
HOUCK LIMITED 8§27,252.00 1325 Cleveland
HOUCK LIMITED T $1,500.001315 Huntington

$432.00.325 Cleveland

HUANI& ASSOCS 1329 Detroit o
HUFFY SERVICE FIRST o $542.50/325 Cleveland
(HUGO ROMAN MD - ! 00! B 355 San Juan
HUMAN SVCS OUTCOMES INC 2504; $7,690.00 ! 317 St. Petersburg
HUMAN SVCS OUTCOMES INC 2504, $65,208.00: i 1340 Albuquerque

I N K VOCATIONAL COUNSELING 2564 $9,050.00] 343 Oakland
INTERMOUNTAIN WEST REHAB 2504 $3,744.00! 339 Denver
INTL CTR FOR THE DISABLED 2504 $88,025.00 306 New York
INTL CTR FOR THE DISABLED 2505 $25,650.00 306 New York

INTL CTR FOR THE DISABLED 2506 $350.00,306 New York
INTRACORP 2505 $21,024.00 348 Portiand
INTRACORP 2506 o $7,811.15 318 Winsion-Salem
INTRACORPING 7 2504 $5,629.00 335 St. Paul
INTRACORP INC’ o 2505 L $a33oe T 3358t Paul
[INTRACORP INC 2505 $5,376.00 1348 Portland
INTRACORPING 77 25060 - - $685.00'318 Winston-Salem |
INTRACORP INC : 2506 o 001335 St Paui’

RAH COMBSEDD TTTas0a Ta2s'Chicago

IRA H COMBS EDD & ASSOCS ™~ 2505 Louisvile |
IRA H COMBS EDD & ASSOCS _ 2504 001 : 1320 Nashville

IRA H COMBS EDD & ASSOCS 2504 $32,210.00 1328 Chicago

IRA H COMBS EDD & ASSOCS 2505 C o %73sse0, 327 Louisville

IRA H COMBS EDD & ASS0CS 2505 ! $150.00 328 Chicago

J MAGROWSKI PHD 2505 L $1,350.00 3318t Louis |
|J R FLETCHER CONSULTING 2508 - - $2,125.00{460 Wilmington
J8COTT LANKFORD 2504 $21,600.00; ~ 322 Montgomery
JAMES B ADAMS 2504 $2,470.00° 320 Nashville
JAMES B ADAMS & ASSOC INC 2504, $9,610.00, " 1319 Columbia
[JAMES B ADAMS & ASSOCING 2504 $3,720.00 1328 Chicago




194
ATTACHMENT D

Vocational Rehabilitation and Employment Service
Listing of Contractor Expenditures for FY 2004
February 1, 2005

Amount paid Amount paidf Amount
Vendor Name BOC |in FY 2004 for] " FY 2004 | paid in FY RO
BOG 2504 for BOC 2004 for
2505 BOC 2506
JAMES 8 ADAMS ASSOC INC 2504 $57,030 00, '319 Columbia
[JAMES B ADAMS ASSOCINC 72504 $52,480.00° 328 Chicago
JAMES B ADAMS ASSOC INC : $310.00. " "i319Columbia
JAMES B ADAMS ASSOC INC §310.00! 328 Chicago
ND PHI e $1,125.00) 309 Newark
T ] $775.00, 313 Baltimore
$4,284.00: 3 331 St. Louis
JOB READY INC o $2,000.00:463 Anchorage _
JOBS PLUS INC ) 7 7$19,500 00 330 Milwaukee
' $550.00 o 7’ 460 Wilmington
2504; _ $82870.00: 344 Los Angeles
JOSEPH G LAW R 2504 §3550000. ) 322 Montgomery

JOSEPH G LAW JR
KRBRADFORD
K TREXLOR ELLINGTONPHE

© $150.00° 322 Montgomery
51,2000 32() Nashville

TT$6,175.00

$4,800.00 . !
§26,720,76. 311 Pitts!

KELLY WHITE $1.200.00 442 Cheyenne

[KELLY WHITE ~$600.00 442 Cheyenne

KITT MURRISON PHD TTTTTZR04 T $600.00 ‘_7‘_ 1343 Oakland

KRABACHING 2504 ~$500.00° 339 Denver

L A HUEBNER PHD 2504 $1,000.00; 341 Salt Lake City

L BONURA o 2506 i i $1,000.00:362 Houston |

LAURIE BARASH 2504 6000l 345 Phoenix

LAURIE BARASH 2506 — $861.00]345 Phoenix

LEARNING CENTER - 2504 $435.00 - 311 Pittsburgh

LINDAPARKER & ASSOC 2504 $23780.000 T 3ad Los Angeles

LINDA $ WALDROP OTR
LINDA $ WALDROP OTR N
LINK EMPLOY ABILITY POTENTIAL

i " 320 Nashville
"'$1,166.57:325 Cleveland

LISAB THOMAS 25040 " $900.00 .

LISA B THOMAS T Tes04] T 43419995

LSABTHOMAS ™~ 2505

LISA B THOMAS o 2506 322 Montgomery
LOS AMIGOS RESEARCH & 2504 5 1343 Oakland
[M'C HARDSOCG 2504 $5.500.001 : 442 Cheyenne

IM C HARDSOCG ] | 2506 i : 60,442 Cheyenne

M L STINSON & ASSOCS i 2508 . 7$3,960.00 1343 Gakland

MV R CONSULTING SERVICES INC | 2504, §53,625.00 B 1438 Sioux Falls
MALCOLM D FARMER 2504 $7.250.00, B 51

MALCOLM D FARMER 2505] 84,7500,

MANAGED CARE NETWORK N 2504 $1,300.00:

MANAGED CARE NETWORK ™~ " "2s05] TTsmero

MANAGED CARE NETWORK T $78,125 00 307 Buffalo
IMANZANITA ING S | $6,350.00, o ] 7341 SaltLake City |
MARGARET SANCHEZ $2,200.00 343 Oakland

MARK SSMASALPHD 7 " ""hsgyl $800.00 . 341 Salt Lake City
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MARY JO WHITE 2504 $650.00 : 317 St. Petersburg
[MARY JO WHITE T 2E05] ! §75.00 317 St. Petersburg
MEMPHIS GOODWILL IND " 2805, 3520000 T U320 Nashvile
MERS MISSOURI GOODWILLINDS " "2504 "§48500 3318t Louis
MERSMAN & SMITH VOCATIONAL —~ "2%04 78400000 T 343 0aKand
MICHAEL AFRANK & ASSOCS ~ ~ " 2504 $441000 o 343 0akland
MICHAEL A FRANK & ASSOCS 25050 0 '$2,400.00 343 Oakland’
N'HUGHES . 2508, R $7,450.00,320 Nashvile
N RV VENTURES INC PS ) 2504 $26,075.00 346 Seatlle |
NANCY HENDERSON 8 ASSOCSINC | 2504]  $124,095 60 344 Los Angeles
INANCY HENDERSON & ASSOCSINC | 2505] e $355.00; 344 Los Angeles
INANCY HENDERSON & ASSOCS INC™ | 7506, r ! $660.00,344 Los Angeles
NATHALIE GENDRONLLC 2804 $22272.50; ! Ti372 Washington
NATHALIE GENDRONLLC —~ | 2505 . 7$435,019.00: 372 Washington
NATHALIE GENDRON LLC 2506 . __$5,850,00/372 Washington
[NELSON & ASSOCS REHAB SERVICES | 2504 §798.00 ! 1354 Reno
NEW CURATIVE REHAB INC 2508] i $3,000.00:330 Milwaukee
NEWAY DIRECTIONS - 2508] $1,800.00/330 Milwaukee
NORTHCOAST RESOURCE PARTNERS | 2504 $4,760.00 7325 Cleveland
NORTHCOAST RESOURCE PARTNERS $175.00 1325 Cleveland
NORTHERN COLORADO VOCATIONAL $5,500.00 i 442 Cheyenne
O 8 C VOCATIONAL SYSTEMS IN( 346 Seattle
OPPORTUNITIES & SOLUTIONS iN 580. 316 Atlanta
OPPORTUNITIES & SOLUTIONS IN __§10500 T 1317 St. Petersburg
(OPPORTUNIT OLUTIONS INC $127,551.80 317 St Peters|

" $890.00 317 St. Peters
$325.00 325 Cleveland
$57,028.50 325 Cleveland

OPPORTUNITIES & SOLUTIONS INC

P LG TAIMANGLO PHD 2504/ $10,050.00 - 459 Honolulu
PADILLA INVESTIGATIONS & CONS 2504 $245000 347 Boise
PARTNERS IN PLACEMENT INC 2506 . $3,772.00,320 Nashville
- 2504 $425.00 329 Detroit
| R REH. _ 25041 $198,487.50. B 316 Atlanta
PIONEER REHAB INC 2505] i §365.00 316 Atlanta
[PLACEMENT OPPORTUNITIES 2506 | $2,700.001330 Mitwaukee
PROCURAMGMT INC 2504] $600.00 460 Wilmington
PROF REHABILITATION MGMT iNC 2505 '$6,560.00 328 Chicago
PROFESSIONAL CONSULTING 8VCS 2505 $11,054.70, 348 Portiand
PROGRESSIVE REHAB SVCS aNc 25041 segooo0 339 Denver

PROGRESSIVE REHAB

25057 ($1496875 T 1339 Denver

PROGRESSIVE VOCATIONAL svcs 2504 $7,600.00

PROGRESSIVE VOCATIONAL sVcs™ ™ "2508! i 17 $3,000.00 315 Huntington

R B FRANCE PHD [ Tospa T $B21043 T : 1341 Sait Lake City
RGTAYIOR "7 o 2504 $525 00 ; 341 SaltlakeCity
R P DICKOW - 2504, $13,950.00; ‘ 329 Detroit

RTW SERVICES INC 2504 $2,115.00 i 329 Detroit

RW DETLING 2505/ | $32,063.46 311 Pittsburgh
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RO

RWRIGHT OPTIC

$390.00,

313 Balwnore

REGL REHAB —
REHAB ADVISORS INC

$21,45000,

317 St Petersbur

[REHAB ADVISORS INC $100.00 317 St. Petersburg
REHAB PERSPEGTIVES INC 313 Balimore
REHAB PERSPECTIVES INC 314 Roancke
REHAB PERSPECTIVES INC T 372 Washington
REHAB PERSPECTIVES INC 372 Washington
REHAB SERVICES UNLIMITED T 313Balimore
REHAB SERVICES UNLIMITED $200.00,313 Baitimore
REHAB SPECIALISTS GROUP INC 345 Phoenix
REHAB SPECIALISTS GROUP INC T 1345 Phoenix
PECIALISTS GROUP INC $1,020.001345 Phoenix
IREHAB TEAM ASSOCS INC 2504 $67.27500, 1328 Detroit
REHAB TEAM ASSOCS INC 2505 : $325.00 [325 Detrat
REHAB TEAM ASSOCS INC 2506 § Detroit
RESOURCE CONSULTANTS INC 2504 $834.00 317 St. Petersburg |
RESOURCE CONSULTANTS INC $280.00 '317 St. Petersburg
RESULTS & ASSOCS $25,750.00.313 Baltimore”
RICARDO AGUAYO - $300.00 o 327 Louisvile
- © $325.00° 1345 Phoenix B
BINC . $900 060 1345 Phoenix
RONALD L ROSENBERG PHD "7 "$26,180 00 - 309 Newark
RSVP INC $13,742.00 314 Roanoke |
RTW VOCNi. REHAB SERVS $25,895.00, 1325 Cleveland
RTW VOCNL REHAB SERVS $1,050.00; 329 Deiroit
RTW VOCNLREHABSERVS 736359200 1325 Cleveland
RTW VOCNL REHAB SERVS i "~ $26.00/325 Cleveland
S B SCHMIDT $2,000.00 343 Oakland
§BscCHMiDT T T L %8,500.00 '343 Oakland
el KREUTER $1,008.00 321 New Orleans
S J JENSEN $12,400.00 336 Denver
S J JENSEN $71,894.00 339 Denver
S'J JENSEN L $332.00[338 Denver
SANDRA A §14,800.00 316 Atlanta
SARAH J JENSEN $8,870.00; 3o Denver
SARAH J JENSEN $38,420.00
SARAH J JENSEN T o 339 Denver
SCHMIDT VOCATIONAL SERVICES LL ~$21.500.00° i 1437 Fargo
SEQUITY ‘ 8900000 T 345 Phoenix
SEYLER FAVALORO LTD T T 32 New Orleans
SISKIN HOSP FOR PHYS! o 320 Nashvile
SOMERS VOCATIO $53,530.00 o 1344 Los Angeles
SOUTHERN ILLINOIS UNIV $1,995.00 ‘ ;328 Chicago
STONEBRIDGE REHAB TTTTS7842050° 1348 Portland
STUBBE & ASSOCS $46,293.00. : 1334 Lincoin
STUBBE & ASSGCS 181800 1334 Lincoin
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STUBBE & ASSOCS INC 5082 2504, $3440806 3358t Paul
STUBBE & ASSOCSINC 5082 | 2508 . $4,300.00)335 St. Paul
T YOUNG 2504 $20,750.00 o 325 Cleveland
TYOUNG s $625.00 ! 1326 indianapolis
TYOUNG B 2505 77$13,233.00; 1326 indranapoli
TERRILL & ASSOCS INC 2504 $12,705.00 Ty a5 Wichita
TIMWFICKLIN 52504 $40,580.00 o 1357 Muskogee
TIMWFICKLIN  —— — o505 : $300.00 1357 Muskogee
TIRR GROUP INC | 2504;  $173,483.00 ‘ 1377 San Diego
TIRR GROUP INC 2505 $2,260.00 377 San Diego
TOTALVOCATIONAL SERVICES 7 2504 $7.62100 346 Seattle

T$6,350 00
TOUROC INFIRMARY ST
TRAC ASSOCS INC
ITRAC ASSOCS INC C
[TRIAREA REHAB SVCSINC

TRI AREA REHAB SVCS INC

$18,260 00

$156.53000.

1313 Baitimore
$750.00; 314 Roanoke

[ 7$06.250.00,

TRi AREA REHAB SVCS INC $4,500.00

TRI AREA REHAB SVCS INC : $800.00

UNIV OF WISCONSIN $8,700.00/330 Muwaukee
| $5,690.001306 New York

VANGUARD CAREER SV§ ' | $19,060.00309 Newark

VERMEER REHAB SERVICES $86,470.00; : 1339 Denver

VERMEER REHAB SERVICES
VERMEER REHAB SERVICES
VESSELL VOC 8VCS
VE_SSﬁLL VOC SV S\/CS

442 Cheyenne

$3,510.00] -
{ 339 Denver

VESSELL VOC SVCS
VESSELL vOC SVCS

VICKIE PRATTO

VICKIE PRATTONMS $550.00. _ 322 Montgomery
VICTORIA A SAUNDERS ol $34,975.00 ‘362 Houston

RATED PROGRAMS . 2504 1321 New Orleans

\ NTEGRATED PROGRAMS 2505 $62.50! 321 New QOrleans
VISION INTEGRATED PROGRAMS 2508 $470.00{321 New Orieans
\VOCATIONAL DESIGNS INC 2504 $3,52000, 71343 Oakland
'VOCATIONAL DESIGNS INC 2504 $3.195.00; - 1344 Los Angeles
VOCATIONAL DESIGNS INC 2505 $10,665.00; 1343 Oakiand
VOCATIONAL MANAGEMENT 2504, $52,800.00 o 1483 Anchorage
VOCATIONAL SERVICES INC 2504 $44,145.60; : 463 Anchorage
VOCWORKS $690.00 T 326 Indianapolis
VOCWORKS B | $5950.00, 326 indianapalis
VOCWORKS 05, H $5,808.00; 1326 indianapolis
IWELLNESS iNST o 041 $2379500, : 321 New Orleans |
WKU RESEARCH FDN INC 2508 $17.940.00° 327 Louisville
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Vendor Name BOC |in FY 2004 for] 1" FY 2004 | paid in FY RO
BOC 2504 for BOC 2004 for
2505 BOC 2506

XPERT PLACEMENT LLC 2506 o $4.500.00 330 Miwaukee
[YANO REHAB INC N T s0a $1.300 00 ) 313 Baltimore
YANO REHAS IN ' §5125 50 s Hunnngton ~
YANO REHAB IN B $12.238.05 372 Washington
YANO REHABINC o sBEemo0 "» 313 Baitimore _
YANOREHABINGC $1,780.00
YANO REHAB INC 506 T $519.80 313 Baltmore
TOTALS T 154,090,574.48 |§2 533,814.28 [5441,861.96 |
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QUESTIONS FOR THE RECORD

Question #2

Secretary Nicholson,

[’ve received a number of complaints about the long
waiting lists at the Portland VA. Most recently, 1
received a letter from a staff member at the Portland
VA Medical Center who told me that the center has
a waiting list of over 500 patients just for orthopedic
surgery and this list is growing daily. Some patients
are being told that they will now have to wait at least
an additional 24 months before they can get their
surgeries. This is unacceptable. What is the VA
doing to address this situation and make sure that
these veterans get the surgeries they need in a timely

manner?
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QUESTIONS FOR SECRETARY NICHOLSON FROM
CONGRESSWOMAN STEPHANIE HERSETH
VETERANS AFFAIRS BUDGET COMMITTEE HEARING
FEBRUARY 15, 2005

Appeals
1. Although the number of appeals pending has almost doubled in the past four years,
there is no indication of funding in the budget to address the increased appeals workload
and especially those remanded claims which have been pending for years. What
additional number of Full Time Employee Equivalents (FTEE) would be needed to
reduce the number of remands pending for more than one year to less than 1,000 by the
end of FY 20067

Education Service
2. In the area of veterans’ education benefits, the President’s budget request would
eliminate 14 full-time staff positions within the VA’s Education Service. How do you
justify this request?

As you know, education claims are expected to increase due to more veterans seeking to
take advantage of the Montgomery G.L Bill, as well as the new Chapter 1607 - Guard
and Reserve education program enacted last year as part of the National Defense
Authorization Act of 2005 (section 527 of the National Defense Authorization Act of
2005; Public Law 108-375).

OQutpatient Clinics
3. Many veterans in my state of South Dakota must travel hundreds of miles in order to
receive health care. These veterans depend heavily on VA outpatient clinics for their
health care needs. Can you tell me how this budget will impact outpatient clinics?

In the long run - is the VA planning to increase the budget for outpatient clinics in order
to build more facilities and increase access to health care for rural veterans? I hope this
budget and future budgets reflect the need for more outpatient clinics.

There are ten outpatient clinics in South Dakota and 700 throughout the nation.

Women Veterans
4. As the number of women veterans seen at VA health care facilities continues to
increase, I was hoping you could explain how the VA budget has changed to reflect the
needs of a growing number of women patients. Example: Specialty programs for Sexual
trauma and OB/GYN care.
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PTSD
5. 1 have serious concerns regarding the Department of Veterans Affairs preparation and
ability to deal with the influx of veterans that will be returning home from Afghanistan
and Iraq with Post Traumatic Stress Disorder (PTSD). Do you feel the VA is adequately
prepared to deal with these veterans — many of whom may not develop PTSD symptoms
for many years?

The President's budget includes $2.2 billion (an additioral 8100 miilion over 2005) for
mental health services.

Vocational Rehabilitation and Employment Program
6. As I'm sure you are aware, the number of veterans applying for vocational
rehabilitation and employment services increased dramatically over the last decade —
roughly 75 percent increase. Demand for this service will surely continue due to the
many injuries suffered by our troops serving in Iraq and Afghanistan.

Recognizing the great importance of providing quality employment services to our
transitioning disabled servicemembers, former Secretary Anthony J. Principi, established
a task force to review the vocational rehabilitation and employment program (VR&E)
from “top-to-bottom.” The VR&E Task Force issued a comprehensive report in May of
2004. The report contained 102 recommendations to improve the VR&E program and
reform it to be responsive to 21st Century needs of service-connected disabled veterans.

The Task Force recommended an additional 228 full-time staff positions for the VR&E
program: including 27 FTEE in headquarters; 112 in the regional offices to deliver direct
services; 56 in the regional offices for contracting and purchasing; and 8 quality
assurance staff.

The President’s budget request does not provide any resources consistent with the VA’s
own VR&E Task Force report. Rather, the President’s budget simply reflects a
redistribution of “management support” personnel.

‘When does the administration plan to provide these necessary resources to the VR&E
program?
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Question for Secretary Jim Nicholson
Panel 1
VA is proposing to cut research programs again in fiscal
year 2006. What percentage of merit-review projects is it

- currently able to fund? How will the funding request for FY
2006 impact the VA’s ability to fund merit-reviewed
projects?

~ P Lvving W uedt =

Question for Secretary Jim Nicholson

Panel 1

Congress will soon consider a supplemental appropriation
for sustaining military operations in Iraq and Afghanistan.
Should any additional funding for VA health care be
considered as a continuing cost of war?

Ay

:’f VJ
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QUESTIONS:

MR. SECRETARY: CONSIDERING HOW
MUCH THE PRESIDENT COURTED
VETERANS IN LAST ELECTION, WHAT WAS
THE THINKING IN THE LACK OF FUNDING
FOR THE PROGRAMS THAT WILL MOST
HELP VETERANS AND THE ALMOST
UNANIMITY OF THE OPPOSITION FROM
THE VETERAN SERVICE ORGANIZATIONS

TO THE PRESIDENT’S BUDGET?

Y OU ASK CONGRESS TO CHANGE ITS
MIND AND ALLOW THE $250 ANNUAL
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ENROLLMENT FEE FOR CATEGORY 7 AND
8 VETERANS, YET YOU DO NOTHING ON
YOUR END BY ALLOWING 7 AND 8
VETERANS TO ENROLL IN THE VA
SYSTEM. IF THE FEE IS SUCH A GOOD
IDEA, WHY NOT OPEN THE VA TO ALL

VETERANS?

WHY IS THIS ADMINISTRATION NOT
PUTTING ALL ITS RESOURCES INTO
BUILDING CENTERS FOR THE LARGE
NUMBER OF VETERANS RETURNING FROM
CENTRAL ASIA AND ELIGIBLE FOR VA
CARE? THE CARES PROGRAM IS NOT
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FUNDED NEAR WHAT THIS
ADMINISTRATION PROMISED WHEN IT
UNDERTOOK THIS CONSOLIDATION

PROGRAM.

10
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Rep. Ted Strickland
February 16, 2005
HVAC Hearing
Questions for Secretary Nicholson

POW Question:

1.

Mr. Secretary, a law sponsored by Bob Dole and co-sponsored by Orrin Hatch
and Strom Thurmond (PL104-132) authorizes US victims of terrorism and torture
to sue state sponsors of terrorism. Should US soldiers - now veterans — who were
captured and tortured in Iraq in the first Gulf War be prohibited from seeking
compensation for being illegally tortured?

WWII Chemical Veterans Question:

1.

Mr. Secretary, earlier this month I sent you a letter requesting an update on the
VA’s efforts to contact those WWII veterans who were exposed to mustard gas,
Lewisite, and nerve agents, and are surviving today, but may be suffering from
cancer, diseases, and permanent injuries related to their service. In the past the
VA had promised to conduct outreach to these men, but not a single veteran was
contacted. Under your leadership, what is the VA going to do to contact and treat
these veterans?

Oversight Questions:

1.

Mr. Secretary, I have a series of questions regarding the savings estimate that you
base on management efficiencies. How confident are you in this $1.8 billion
“subtraction” from the budget? After all, if your Administration does not deliver
— veterans will be short changed by almost 2 billion dollars ~ would you call that
significant?

Mr. Secretary, in the FY 2004 Budget Submission, VA estimated management
savings of $950 million to partially offset the overall cost of health care. If VA
did not anticipate savings through management efficiencies, VA would have
likely received almost one billion dollars more for veterans health care. That
estimate was accepted at face value and was based on implementation of a
rigorous competitive sourcing plan, reforming health care procurement, increasing
employee productivity, shifting from inpatient to outpatient care, reducing
employee travel, interagency motor pools, maintenance and repair services, and
operating supplies. Now that FY 2004 is behind us, we should be able to look
back and assess the accuracy of that estimate. Do you agree?

In April 2003 VA General Counsel determined that VHA had limitations in law
preventing a robust competitive sourcing plan. In FY 2004 VHA did almost no
competitive sourcing, a principal basis for the savings estimate — although even
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the assertion that competitive sourcing saves money over the long-term is suspect.
However, the fact that there was no competitive sourcing would impact the
estimate, would it not Mr. Secretary?

The 2004 estimate also speaks to health care procurement, but the IG has found
over 25 million in pre and post award contract audits. Additionally, an audit of
major construction contracts notes a VA risk for excessive prices in the $133
million dollar range and notes potential fraud involving certain contract award
actions. Do you think that these are the basis for the management efficiencies?
It sounds like just the opposite to me.

A Nov. 4, 2004 independent audit by Deloitte and Touche noted that Operational
Oversight in the VHA was a repeat condition requiring attention. The audit notes
continued non-compliance with certain established policies and procedures
important to maintain internal controls. How, Mr. Secretary, does that equate
with being savings through management efficiencies?

The same Deloitte and Touche report, names the Integrated Financial
Management System of VA once again as a Material Weakness -- a reportable
condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.
This is a repeat write-up. Does that sound like performance contributing to
almost a billion dollars in management efficiency savings Mr. Secretary?

Mr. Secretary — undoubtedly VA has management efficiencies that would pass
muster. However, VA managers have also made some significant errors as well.
Near the end of the 06 Budget Submission Summary, volume #4 of 4, about 7
printed pages from the end of this last document, we find mention of the failed
Core FLS system. The write-up in your Budget does not mention the wasted
quarter of a billion dollars in obligated funds for an unsuccessful system. This
Administration’s Budget does not mention bad project management of CoreFLS
when it claims savings through management efficiencies. It only refers to
“technology and other issues™ as the reason to phase out the project. The VA IG’s
August 11, 2004 report is somewhat more succinct — “VA’s management of the
CoreFLS project did not protect the interests of the government.”

If you wish to forecast and claim the successes, you must also accept
responsibility for the failures. VA needs to prove its claims to management
efficiencies BEFORE we count them against the budget requirements. This
Administration essentially borrowed health care funds against its promise of
management efficiencies, how will it repay the one billion dollars in missing
funds to our veterans?
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REPUBLICANS 53 D AA’ DEMQCRATS

STEVE RUYER, INTIANA, CHAIRMAN LANE EVANS, LLLINOIS, RANKING

WU.S. Bouse of Repregentatives

COMMITTEE ON VETERANS' AFFAIRS

ONE HUNDRED NINTH CONGRESS
335 Cannon House OFFICE BULDING
WASHINGTON, DC 20515
httpifivetsrans. house.gov

February 22, 2005

Honorable James Nicholson

Secretary, Department of Veterans Affairs
810 Vermont Avenue

Washington, DC 20420

Mr. Secretary:

From Fiscal Years 2003 through 2006, the Department of Veterans
Affairs (VA) Budget Submission has claimed over $4.345 billion in savings
through unproven management efficiencies and has used these projections of
savings to offset veterans’ health care funding. Proof of net savings through
management efficiencies has yet to be demonstrated. Were those net
savings to be proven, we would laud VA’s successful management efforts.
If they cannot be proven, the savings offset to veterans’ health care should
cease immediately because of the potential adverse impact on veterans’
health care. No claim of savings through implemented management
efficiencies should be acceptable until the net savings are proven when
compared to a demonstrable baseline.

In past years VA, like most agencies, has demonstrated both
management successes and mismanagement-related setbacks. The aggregate
effect of those actions is not clear. What is clear is that veterans’ health care
funding has been reduced based on a claimed amount, rather than on the
actual savings realized. This must stop.

I request VA expedite its proof of savings through management
efficiencies for the period FY 2003-FY 2006. I would like you to include
analysis related to the net impact of failures of the CoreFLS and HR Link$
systems, delays or failures of other major projects, and to also account for
the impact of all Inspector General, Government Accountability Office and
independent auditor findings related to management deficiencies. Finally,
VA should review the testimony and materials submitted for the record
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related to this Committee’s hearings on Fraud, Waste, Abuse and
Mismanagement at VA, and which were directed by the House Budget
Committee in FY 2004.

As VA has adjusted this savings estimate in each of the last three
budget submission cycles, it follows that data should be available to support
all prior projections and changes. Please provide that data and analysis to
the Subcommittee on Oversight and Investigation before March 17, 2005.

Thank you for your prompt action.

A Foons

Lane Evans
Ranking Member, House Veterans® Affairs Committee

;ed Strickland

Ranking Member, Subcommittee on Oversight and Investigation
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THE SECRETARY OF VETERANS AFFAIRS
WASHINGTON
March 25, 2005

The Honorable Lane Evans
Ranking Democratic Member
Committee on Veterans’ Affairs
U.S. House of Representatives
Washington, DC 20515

Dear Congressman Evans:

This is in response to your letter jointly signed by Congressman Ted Strickland
regarding management efficienciss. The Department of Veterans Affairs (VA) has
been very aggressive during the last few years in implementing a variety of initiatives
that continue to improve the efficiency with which we provide health care to our
Nation's veterans.

During FY 2003 and FY 2004, VA achieved actual management savings in
excess of the estimates included in the budget requests for those 2 years. In
FY 2003, our management efficiencies totaled over $627 million, or nearly double the
amount projected in the budget. Last year our savings reached in excess of $649
million, or 2 percent more than the budget estimate. The majority of these
management savings are the result of implementing numerous procurement reforms,
particularly standardization related to the purchase of pharmaceuticals. The
Department has aiso realized significant efficiencies due to standardization of other
supplies, materials, and equipment; administrative consolidations; and increased
sharing with the Department of Defense.

Our recent success in achieving management savings beyond those projected
in the budget have been documented by the Government Accountability Office (GAO)
in a review released in early March titled, "Budget Justification Issue Papers on Fiscal
Year 2006, Department of Veterans Affairs’ Medical Care Collections Fund and
Management Efficiencies.” Not only did GAO attest to the efficiencies VA actuaily
realized during the last 2 years, but based on our past performance, GAO believes
our estimate of $590 million in management savings for FY 2006 appears achievable.

Part of our continuing focus on maximizing the level of management
efficiencies will be the implementation of improved contracting practices with medical
schools and other VA affiliates for scarce medical specialties. This is a long-standing
issue for which the Department is aggressively implementing management changes
to ensure fair pricing for the services provided by our affiliates. VA will continue to
explore additional opportunities to improve the efficiency of our health care delivery
system.



210
Page 2.
The Honorable Lane Evans
| appreciate your ongoing commitment to veterans and look forward to working
with you to ensure that our former servicemen and women who have given so much
to this country in defense of freedom around the world are provided the very best in
health care and benefits.

A similar letter has been sent to Congressman Strickland.

Sincerely yours,

-

mes Nicholson
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April 13, 2005

Honorable R. James Nicholson
Secretary

Department of Veterans Affairs
Washington, DC 20420

Dear Mr. Secretary:

We ask that you be more responsive to our request for a detailed accounting
of VA’s net management efficiencies. Your response of March 25, 2005, actually
raises far more questions than it answers.

The Department’s response failed to offset what we believe may be the
elucidation of genuine management efficiencies with numerous, well-documented
management problems. Our initial letter listed several of these “problems” which
the Department’s March 25™ response conveniently overlooked. Many of the
issues cited as efficiencies in your response are actually identified in VA Inspector
General (IG) and Government Accountability Office (GAO) reports as problem
areas.

The Department claims management efficiencies in FYs 2003-04 beyond the
amount projected for that year’s budget. Unfortunately, a baseline is never
provided, nor is any evidence of net achievement for the agency.

The GAO issue paper cited in your reply indicates the potential for more
savings through increased resource sharing, but its author did not consider
management problems to determine the net efficiencies at VA. It is a little like a
poker player only counting the hands she wins and never counting the losses. The
ledger must be balanced — it is the total performance that matters.

Mr. Secretary, it is our view that correcting a management deficiency only
returns management to where it should have been in the first place. Creating true
management efficiency entails growing a system that is already functioning
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Honorable R. James Nicholson
April 13,2005
Page 2

properly and is free of defects to achieve measurable results that are greater than
would otherwise be expected. Virtually every item you cite in your response as an
area primed to be a management efficiency is also identified as somehow deficient,
in whole or in part, by either the I1G or GAO.

For example, since February 2005 the VA IG has reported problems with:
Federal Energy Management Compliance (Report# 04-00986101), VHA Sole-
Source Contracts With Medical Schools and Other Affiliated Institutions (05-
01318-85), and VBA Vocational Rehabilitation and Employment Contracts.
Earlier projections of VA management efficiencies in finance, logistics and supply
springing from information technology advances were likely lost when the
CoreFLS program failed. Similar lost efficiency opportunities followed the demise
of VA’s HR LINKS system.

Please provide an accounting of VA management efficiencies that is both
detailed and provable against a clear baseline. We ask that you take a total view of
management and not just count the “winning hands.”

Sincerely,
e ol sLncchland
LANE EVANS TED STRICKLAND
Ranking Democratic Member Ranking Democratic Member

Subcommittee on Oversight
and Investigations
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February 22, 2005

For God and Country
Honorable Steve Buyer, Chairman
Committec on Veterans’ Affairs
U.8. House of Represcntatives
335 Cannon House Office Building
Washington, DC 20515

Dear Mr. Chatrman;

In response to your request to proyide the House Veterans® Affairs Committee with the details
and descriptions of the methodology uscd to develop The American Legion’s Department of
Veterans' Affairs (VA) Fiscal Year 2006 funding recommendation of $34.1 billion for veterans’
health care, | submit the following description of the assumptions used to project the resources
that will be required to provide care to those veterans who are expected to usc the VA health care
system. The American Legion hopes you will find the information provided informative and
useful in restoring the budgetary shortfall in the President’s budget request.

Traditionally, we start with Office of Management and Budget’s (OMB’s) “spring guidance” to
all Federal budget offices. For the most part, this “guidance” is budget-driven rather than needs
basod, especially with regard to VA. This guidance came well before the final VA
appropriations were made for fiscal ycar 2005. As an exsmple, the May 2004 “guidance”
provided the folowing recornmendations tor the fiscal yecar 2005 request:

* Medical Care Collections Fund — $281 million through enroliment foes (increase $13
million).

e Medical Care Collections Fund — $145 million through increased first-party collections
(increase of $7 million).

e Medical Care Collections Fund — $9 million through long-term care collections (freeze).

* Medical Care Collections Fund -- $1.089 billion through other third-party collections
(increase of $52 million).

¢ Medical and Prosthetic Rescarch — $750 million (decrease $20 million).

e Muedical Care - $28.745 billion (decrease $726 million).

We also consider VA’s Office of the Assistant Secretary for Management’s fiscal year 2005
Budget Submission as well. This publication provides a thorough vverview of the entire VA
budget. Although this document fails to reflect the “true” budgctary needs of VA and we
disagree with many of the VA legislative initiatives contained therein, it provides an alternative
perspective when developing the budget recormnmendations submitted by The American Legion.
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Honorable Steve Buyer, Chairrnan
February 22, 2005
Page 2

The prior fiscal year final budget approved by Congress is also taken into consideration. Due to
the fact that in recent years, the final budget is not determined until late into the next fiscal year,
this is becoming more difficult to use and is a less reliable resource.

The American Logion collects a greal deal of information through visits to VA health care
facilities and first hand accounts from VA personnel and VA patients as well. We have shared
much of this information with VA and Congress through congressional testimony, as weil as our
Annual assessment of VA- 4 System Worth Suving: A Special Report on the Condition of VA
Health Care in America.

Additionally, many of our staff and volunteers serve on government advisory comunittees,
‘Through these cfforts, we gain tremendous insight and information on the needs of VA —
officially and unofficially. An excellent example is the service of National Adjutant Robert W.
Spanogle, who served as a Comnissioner on the President ‘s Tusk Force to Improve Health Care
Delivery for Qur Nation’s Veterans. His involvement in this Coramittee provided insight into
the improvermenis needed within the VA health care system.

The American Legion’s assumptions and recommendations are bascd on the qualitative and
quantitative information collecied from these many official and unofficial sources.

Faor Fiscal Year 2005, following a continuing resolution, VA received an apprapriation of $29 .98
billion. In our fiscal year 2005 budget request, we proposed $30 billion; the Administration’s
request was $26.7 billion. Both requests were exclusive of collections.

This year, The American Legion applied the highest of the past five-year Bureau of Labor
Statistics” medical inflation rates of 5.0 percent (2002) to the fiscal year 2005 recommendation,
then added the projected $2.16 billion in third-party collections. Given VA’s track record at
collections, we then added an additional $150 million to arrive at the $34.1 billion we proposed
to the Commnittee last week for fiscal year 2006.

F'hope I have addressed all of your concerns and as always, we look forward ta working with you
and your staff in the best interest of America’s veterans and their farnilies.

With warmest regards and on behalf of The Ametican Legion, I am,
Sincerely Yours,
Peter S. G%r‘ecmr

Vetcrans Affairs and
Rehabilitation Commission
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THE INDEPENDENT BUDGET

A Budget for Veterans by Veterans

www.independentbudget.org

March 25, 2005

Honorable Michael Bilirakis, Vice Chairman
Committee on Veterans’ Affairs

U.S. House of Representatives

335 Cannon House Office Building
Washington, D.C. 20515

Dear Representative Bilirakis:

On behalf of The Independent Budget, we would like to thank you for the opportunity to
present our views on the FY 2006 budget for veterans® health care. Only through
cooperation between the veterans service organizations and the members of the
Committee can we hope to attain an adequate level of funding to provide timely quality
health care,

We have included with our letter a response to each of the questions that you presented
following the hearing on February 16, 2005. Thank you very much.

Sincerely,
Z - %ﬂ 9 C. Ueellntr
Rick Jones Joseph A. Violante

National Legislative Director
AMVETS

Richard B, Fuller
National Legislative Director
Paralyzed Veterans of America

National Legislative Director
Disabled American Veterans

St Bl

Dennis Cullinan

Nationat Legislative Director
Veterans of Foreign Wars

of the United States

A Joimt Project oft
DISABLED AMERICAN VETERANS PARALYZED \ FTERANS OF AMERICA
807 Maine Avenuz, SW. 801 Ligineenth Street.
Washington, DC 20024-2410
{202) 554-3501
yww.davorg

AMVETS
4647 Forbe< Bonjevard
Lanham MD 20706
(301 459600
wWWamvets.org

VETERANS OF FOREIGN WARS
1 W OF THE UNITED STATES
Washmgon DC 20006-3517
(202} 872-1300
www.pva.org

wwyfvde org
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Question 1 — The Subcommittee received a letter dated February 11, 2005, from Deputy
Secretary Gordon Mansfield stating that VETSNET would again be delayed from
December 2005 to December 2006. This initiative is going on 12 years now at a cost of
$400 to $500 million and still is not deployed. In light of this, do you believe an
additional $12 million is justified for the VETSNET program for 20067

Answer: Like many other Federal agencies, the Department of Veterans Affairs (VA)
has had problems with developing and deploying an integrated information system that
matches its business processes. Regardless, modern information systems are essential to
the efficient and effective administration of VA’s massive benefit programs. For the
funding of the VETSNET subsystems addressed in The Independent Budget, the
President’s budget apparently includes no money. We doubt that the omission of
recommendations for funding of these information technology initiatives in the budget
has anything to do with the utility or appropriateness of these systems, but we believe
instead that it is purely budget driven. Accordingly, we believe that an additional $12
million is justified for VETSNET.

Question 2 — In your testimony you strongly state your support for the development of an
electronic medical record that is interoperable and allows bidirectional exchange of
health information and occupational and environmental exposure data. You also stated
that this should include an easily transferable electronic form DD214 (Certificate of
Discharge from Active Duty). This would allow VA to expedite the claims process and
give the service member faster access to health care and benefits. Do you believe that
today’s technology can address this issue? What do you think this Committee should do
to ensure that VA and DOD achieve this goal?

Answer: The Independent Budger belicves that the technology does exist to implement
the recommendations that we have made. In fact, the Department of Defense (DOD)
already has the capability to provide an electronic version of the DD214 to the VA. ltis
also working to improve the electronic format of this form.

Additionally, in February 2005, DOD and VA provided a demonstration at the 2005
Annual Healthcare Information and Management Systems Society (HIMSS) Conference
& Exhibition. Specifically, the Bidirectional Health Information Exchange at the Cross-
Enterprise Interoperability Showcase depicted that two distinct healthcare systems can
securely share patient information in an effort to improve the quality and safety of
healthcare delivery.

Previously, the project to develop a government computer-based patient record lacked a
lead entity and clear mission. Furthermore, detailed planning to achieve that mission
made it difficult to monitor progress, identify project risks, and develop appropriate
contingency plans. Currently, both agencies have agreed to designate the VA as the lead
entity for the initiative, as well as re-evaluate and revise its original goals and objectives,
and assign a full-time project manager and supporting staff to oversee its implementation.
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Leadership within VA and DOD have created an implementation plan, the Joint
Electronic Health Records Plan signed by the VA Under Secretary for Health and the
DOD Assistant Secretary of Defense for Health Affairs, which contains a strategy to
ensure that interoperable data repositories are developed, jointly-adopted standards are
implemented into health systems, and interoperable health software applications are
developed or acquired by the agencies. This Plan is jointly managed at the executive and
project levels within each agency.

We believe that the most important role of the Committee to ensure that DOD and VA
achieve this goal is aggressive oversight. Following the March 17, 2004, hearing
conducted by the House Veterans’ Affairs Subcommittee on Oversight and
Investigations, GAO explained in its response to post hearing questions that they
observed “the level of activity undertaken by the departments (DOD and VA) to support
the initiative increased significantly in the month preceding the hearing.”

The “National Defense Authorization Act for FY 2003” mandated that eight medical sites
be designated for joint demonstrations through FY 2007 between VA and DOD medical
facilities. These demonstrations were required to include cooperation in three separate
areas: budget and financial management, staffing and assignment, and medical
information and information technology systems. The medical information and
information technology systems demonstration is specifically examined at three
locations:

o Seattle/Tacoma area — between Madigan Army Medical Center and the Puget
Sound VA Health Care System

e El Paso, Texas — between William Beaumont Army Medical Center and the El
Paso VA Health Care System

* San Antonio, Texas — between at Air Force Wilford Hall and Brooke Army
Medical Centers and the South Texas VA Health Care System.

However, these demonstration projects are only just getting started. The Committee must
ensure that it conducts follow-up with the VA and DOD to assess these projects.

Findings from these sites could better prepare the agencies for improving and
implementing new information technology strategies down the road.

Moreover, P.L. 108-136, the “National Defense Authorization Act for FY 2004,”
established the Joint Executive Committee (JEC) between the DOD and VA. The JEC
was charged with developing strategies for coordination and sharing between the two
departments and implementing these strategies. The JEC is comprised of the Health
Executive Committee and Benefits Executive Committee to assist with these
requirements. The law also required the JEC to provide an annual report detailing what
strategies have been developed and what steps have been taken to implement these
strategies.
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The Independent Budget is concerned that none of the actions taken by the JEC or the
Health Executive Committee have been made public and that we have no real evidence of
what they have done.

Question 3 — The Independent Budget recommends that the VA establish recruitment
programs that enable VA to remain competitive with private sector marketing strategies
to retain and recruit nursing staff. One of the best models available for recruitment and
retention of nursing staff is the Magnet Recognition program, but The Independent
Budger does not include this particular program in its recommendations. Does The
Independent Budget support the Magnet Recognition program?

Answer: The Independent Budget believes that the Magnet Recognition program is in
fact an excellent program, particularly when used to recruit nurses. The Department of
Veterans Affairs testified in a hearing conducted by this Committee on October 2, 2003,
that hospitals that have attained Magnet Recognition status have excellent patient
outcomes and higher rates of nurse retention and job satisfaction. The American Nurses
Association testified at the same hearing that patients treated at Magnet designated
facilities experience lower mortality rates, shorter lengths of stay and increased
satisfaction, while nurses working at these facilities have increased satisfaction, as well as
increased perceptions of productivity and the quality of care given. All of these positive
characteristics can only benefit VA as it attempts to hire more nurses.

However, we have some concerns about the VA’s decision to gain Magnet Recognition
status for its hospitals. Currently, the VA has a freeze on new hiring for nurses. If the
Magnet Recognition program is intended to be a recruiting tool, we would like to know
what the VA intends to do with this new status at its hospitals if it is not hiring. The cost
and time associated with achieving this status would seem to be a waste if the VA will
not be recruiting more nurses to fill its many vacancies. The Independent Budget would
like some assurance from the VA that it will be bringing more nurses into the system as
its hospitals become Magnet facilities.
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THE SECRETARY OF VETERANS AFFAIRS
WASHINGTON

July 8, 2005

The Honorable Steve Buyer
Chairman

Committee on Veterans' Affairs
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

Attached are the Department of Veterans Affairs’ responses to the House
Committee on Veterans' Affairs’ hearing questions on the Department's budget
for fiscal year 2006.

Please accept my apology for the delay in providing these responses to
the Committee’s post hearing questions, and my assurance that every effort will
be made to ensure that this situation does not reoccur.

Please let me know if you require additional information.

Sincerely yours, »

R. Jam@s Nicholson

Enclosure
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Questions for the Record
Honorable Steve Buyer, Chairman
Committee on Veterans’ Affairs
February 16, 2005

Hearing on Department of Veterans Affairs
Fiscal Year 2006 Budget

Question 1: The Budget proposes adding 28 new community-based outpatient
clinics (CBOCs) in FY 2006.

a. Has VA evaluated the need for these 28 CBOCs in light of the proposed cost
sharing policies for enrollees in Priorities 7 and 8 in the FY 2006 Budget?

Response: There were 156 new community-based outpatient clinics (CBOC)
identified for implementation by 2012 in the Secretary’s CARES Decision
published in May 2004. Veterans Health Administration (VHA) is currently
moving forward with 13 CBOCs that are in various stages of implementation and
4 recently approved CBOCs. Further decisions about the implementation of
additional CBOCs will be made as the year progresses and will take into account
the organization's budget decisions and cost sharing policies.

b. What are the criteria VA uses to determine the need for a CBOC in any
particular location?

Response: National planning criteria for new CBOCs are outlined in VHA
Handbook 1006.1 Planning and Activating Community Based Qutpatient Clinics.
Business plans for proposed CBOCs are evaluated against the planning criteria
which are updated annually. Currently, CBOC planning criteria target service to
priority 1-6 veterans, minority veterans, and rural areas. CBOC planning criteria
also give priority to new CBOCs that: reduce appointment waiting times and
backlogs, take advantage of opportunities for VA/DoD joint ventures, and
demonstrate linkages and consistency with approved CARES plans. Specific
criteria that address the priority location of CBOCs are as follows:

¢ Distance of proposed site from existing VHA primary care sites (when
addressing an identified access need) should be at least 30 minutes from
an existing primary care site for urban and rural areas, and 60 minutes for
highly rural and/or low population density areas. if the CBOC is proposed
to address space deficits at a parent facility, the proposed site should be
no more than 20 minutes from the parent facility serving existing users;

+ Number of current Priority 1-6 users in the proposed market area (at least
1,300 users in a 3-year period),

e Priority 1-6 market penetration in the proposed market area is below 25
percent. Priority 1-6 veteran population of the market area for the
proposed CBOC is greater than national average of 38 percent; and
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« Unigue considerations (geographic, demographic, etc.) such as: targeted
minority veteran populations (e.g., Native Americans, African Americans,
etc.), geographic barriers, highly rural and/or low population density
(greater than 20 civilians per square mile), medically underserved or
health manpower shortage area, Department of Defense (DoD) sharing
opportunity, or parking and transit issues for sites proposed to address
space deficits at parent facilities).

Question 2: What level of confidence does the Department have in its ability to
achieve $1.8 billion in management savings in FY 20067

Response: VA is very confident that the $1.8 billion in management savings can
be achieved by the end of FY 2006 because it represents a 3-year accumulation
of management savings from 2004 through 2006 or about 2 percent rate of
improvement. VA used management efficiencies in the past and will continue to
monitor and emphasize the need for performance that results in minimizing unit
costs where possible, and eliminating inefficiency in providing quality health care.
The $1.8 billion in management efficiencies is composed of recurring and
anticipated new efficiencies in standardizing pharmaceuticals and supplies,
inventory management, productivity, and administrative/clinical consolidations
and VA/DoD sharing.

Question 3: The Budget discusses several strategies VA is implementing to
improve collections in the future, including centralized revenue operation centers.
Wil these centers be contracted out or staffed in house?

Response: VA currently plans for consolidated patient account centers to be
staffed in-house.

Question 4: Are the collection estimates in FY 2006 Budget conservative or
challenging?

Response: The FY 2006 collection estimates are - $2.588 billion if the
President’s proposed legislative initiatives are enacted and $2.164 if they are not
adopted. if the legislative initiatives are not adopted by Congress, then these
collections will not materialize.

The methodology used was specific to VA users,; it was based on service volume
and mix at the encounter level and computed the dollar value of potential and
expected collections from collectable patients. Prescription drug co-payment is
produced by the VHA enrollee health care demand model. The revenue estimate
for the enroliment fee is based on the number of enrollees who are expected to
pay the fee.
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Question 5: Please provide an estimate of the cost savings anticipated from the
two electronic data projects that are underway to improve VA's billing and
collections (referenced in Secretary Nicholson's statement, page 6) and when
those cost savings are expected to begin.

Response: The electronic insurance identification and verification project (e-llV)
enables VA medical centers to send electronic queries to insurance companies
regarding a veteran’s insurance benefits. Faster queries and responses are
expected to save on costs by reducing the time required-—today, by telephone—
to obtain insurance coverage information. To date cost savings have not been
realized for this initiative because of challenges. VA is collaborating with industry
groups fo encourage adapting standard processes to benefit payers as well as
providers in regard to obtaining insurance information.

The electronic outpatient pharmacy claims processing initiative (e-Pharmacy
claims) will speed the process of claims adjudication by providing responses from
payers in real-time. Initial version has been released to make possible testing of
real-time claim submission and required preparation steps at VA sites; the next
iteration (containing expanded functionality) is scheduled for release December
30, 2005. Simultaneously, VA is working with payers to support their transition
from accepting paper to receiving electronic pharmacy claims.

E-Pharmacy claims software is primarily driven by HIPAA requirements and
payer requirements to move to standard electronic claims. Revenue impact is
limited by VA's flat rate for all prescriptions (even those for 90-day supplies) and
by the relatively small number (approximately 10 percent) of veterans who have
pharmacy benefits to cover non-service-connected medications. However, this
software (coupled with another initiative that requires service or non-service
connection designation on all pharmacy orders) is expected to enable VA to
increase its pharmacy collections by approximately $7 million, dependent of
course upon the adjudication practices of payers.

While both of these initiatives streamline VA's business processes, cost savings
are depend not only on VA electronic infrastructure but also on the readiness of
external payers. The October 2003 deadline for compliance with HIPAA
electronic transaction and code sets (ETCS) regulations has come and gone.
Yet the health care industry is still far from prepared to fuily comply with most
HIPAA standard transactions. Due to the complexities involved, the Department
of Health and Human Services has permitted a contingency period to enable
covered entities to transition to full compliance and at the same time not disrupt
cash flows or health care operations. Therefore, the benefits of moving to these
industry standard processes have not been fully realized, and may not be for
some time o come.
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Question 6: What VA-DOD resources and/or services are in the proposed
planning of the new medical facility in Las Vegas?

Response: VA's construction of a comprehensive medical center in Las Vegas
will certainly change the nature of the VA/DoD joint venture. VA/DoD sharing will
continue to be robust after completion of the medical center. Clinical specialty
services not available at the Mike O'Callaghan Federal Hospital (MOFH),
currently being purchased in the community at retail prices will be available to Air
Force beneficiaries at the VA medical center at discounted rates. Specific
services will include cardiac catherization, vascular surgery, orthopedic surgery,
nephrology, bariatric surgery, wound care, hyperbaric therapy, pathology and
laboratory services, radiologic services, and gastroenterology services.

« VA will use Air Force gynecology specialty services for VA beneficiaries at the
MOFH.

* As programs are finalized for the new medical center, a sharing agreement
will be negotiated with the Air Force and serve as their justification for
recruitment of specialty physicians that will compliment VA staff and meet
mutual clinical needs.

« The close proximity of the MOFH and the VA medical center will provide
synergy to reinforce cooperation and optimal use of both facilities for the
collective beneficiaries.

« Emergent and acute care will be provided at the VA medical center while the
Air Force will focus primarily on ambulatory services. The exception to this will
be obstetrics.

« Local VA and Air Force officials have a very close collaborative historical
partnership. Planning is underway to consolidate, where feasible, joint
training and education. VA and Air Force are looking for ways to combine
purchasing and contracting efforts to maximize the economy of scale and
reduce the unit costs for both organizations. Both parties are commiitted to
meeting the healthcare needs of all beneficiaries with their collective
resources.

Question 7: The Medical Facilities Program Resource Data (Volume 2 of 4;
page 4-22), shows a loss of $21 million in sharing and other reimbursements
under the 2006 estimate. Please explain the drop in estimated reimbursements
from 2005 to 2006.
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Response: The decrease of $21 million is attributable to (1) anticipated
proceeds of $22 million from the transfer of real property to be deposited in the
VA capital asset fund in 2005 and (2) a projected increase of $1 million in
reimbursements. See chart below.

Dollars in Thousands
2005

2004 Current 2006 Increase/

Description Actual Estimate Estimate Decrease

Reimbursement ...... $11,163 $13,000 $14,000 +$1,000

VA capital asset S0 $22,000 S0 -$22,000
fund ...... .. o0

Total ... $11,163 $35,000 $14,000 -$21, 000

Question 8: The Disabled American Veterans has referred to a critical mass,
which assumes a patient population of “x”, in order to sustain a viable health care
system and provide a full continuum of quality care and specialty care to disabled
veterans in the future. Does the Department’s actuarial projection model include
a reference point or the estimation of critical mass in this context?

Response: The VHA health care demand actuarial model provides the data
needed to assess the concept of critical mass. For any policy scenario under
consideration, such as open enroliment, limited enroliment, cost-sharing, etc.: the
demand model can project future veteran enroliment and health care service use
for over 50 health care services, including mental health services and special VA
services such as prosthetics.

In assessing critical mass, health care service use is the critical indicator, rather
than patients, for several reasons. First, the morbidity of veterans who use VA
health care services varies; therefore, some patients use more health care
services than others. In addition, veterans do not come to VA for all of their
health care needs, and the amount and type of care a veteran receives from VA
versus other health care providers varies significantly. Thus, a change in the
absolute number of patients does not adequately reflect the resultant change that
is expected in use of particular health care services.

Also, different policies will impact the use of health care services differently. For
example, charging Priority 7 and 8 enrollees an annual enroliment fee is not
projected to impact use of inpatient, mental health, or special VA services,
therefore, the policy will not affect critical mass for these services. However, this
policy is expected to cause a moderate reduction in outpatient services and
prescription drug use. Since the demand model quantifies these reductions, VA
can use this data to assess any impact on critical mass for these services and
the size and type of health care infrastructure needed to support the reduced
service levels.
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Question 9: The budget notes that the Education Service is working with the
National Association of State Approving Agencies to develop outcome measures
related to VA education programs. When does the Department expect to
complete that development of measures?

Response: Education service is continuing to partner with the National
Assaociation of State Approving Agencies (NASAA) to develop outcome
measures designed to measure the degree to which the Montgomery Gl Bill has
assisted service members and veterans in achieving their educational goals. VA
is currently developing the methodology to collect required data and determine
targets. NASAA hopes to be able to distribute a survey late in 2005. VA will
provide more information in the fiscal year (FY) 2007 budget submission and
plans to have some initial survey results in the FY 2008 submission.

Question 10: The Vocational Rehabilitation and Employment Performance
Measures shown in the budget have several measures listed as TBD. These
TBD measures largely address the veteran’s success following completion of the
VR&E program. How does the Department propose to manage outcomes if
there are no performance measures that follow the veteran in the workplace.

Response: The vocational rehabilitation and employment (VR&E) program has
four performance measures listed as to be determined (TBD) in the FY 2006

budget submission:

« Percent of participants employed first quarter after program exit;

« Percent of participants still employed three quarters after program exit;

« Percent change in earnings from pre-application to post-program
employment; and

¢ Average cost of placing participant in employment.

The VR&E program has not yet set strategic goals and fiscal year targets for
these measures because they are being developed as “common measures” to be
used by multiple federal, state, and local employment and training programs.

The source proposed for collection of data to support these measures is self-
reported information, which the Interagency Working Group on Common
Performance Measures has determined is not an acceptable source. VR&E
Service is not able to set any goals for the common measures until valid
statistical data can be collected.

A VR&E counselor determines that a veteran is rehabilitated in an appropriate
job by following the veteran for 60 days to ensure that the employment is suitable
and sfable. The current VR&E program outcome measure, rehabilitation rate, is
calculated by taking the number of veterans rehabilitated and dividing it by the
total number of veterans exiting the program.
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Question 11: In the FY06 budget VA estimates a 3 percent increase in VBA’s
workload. What are the major factors contributing to the increase? How will
continued military operations impact VBA's workload in coming years?

Response: The three percent increase in projected workload is based on the
average increase in claims received from FY 2001 to FY 2004. VA received
674,219 claims in FY 2001 and 771,115 in FY 2004 amounting to a cumulative
14.3 percent increase and an average of 3.5 percent over this 4-year period.
The current state of hostilities was considered in developing our estimate.

The major factors considered in the projected workload are:

1) An increase in the number of claims received at Benefits Delivery at
Discharge (BDD) sites. Over the last 4 years, VA has seen a steady rise in the
number of original claims from returning service members and veterans. VA has
also experienced a significant rise in the number of veterans claiming eight or
more disabilities.

2} An increase in the number of claims for increased benefits as a result of the
following:

« The addition of cardiovascular disease and residuals of stroke to the
presumptive list of disabilities for former prisoners of war;

» A general counsel opinion clarifying that limitations of motion may be
rated under multiple diagnostic codes, affecting claims related to
orthopedic conditions;

« An estimated 10,000 reserve component soldiers, sailors, marines, and
airmen currently serving on active duty, necessitating actions to
terminate and subsequently resume disability benefits; and

» An increase in service-connected death claims due to the aging of
veterans currently on the compensation rolls.

Question 12: VBA's pending claims workload has declined over the past few
years. As of Feb. §, there were 341,985 rating cases pending. Is this considered
an acceptable ratings inventory? In light of the Veterans Claims Assistance Act,
what does VBA consider to be a reasonable “work-in-progress” inventory?

Response: The number of claims received and the length of time it takes to
process those claims dictate the level of claims inventory. VBA has made good
progress in reducing both the average processing time and claims inventory.
However, more progress is needed to achieve the service delivery goals. Taking
into consideration the experience with notification “wait periods” implemented as
a result of the Veterans Claims Assistance Act and the workload projections, VA
has adjusted the performance target for “average processing time” to 145 days
for FYs 2005 and 2006, and the strategic goal to 125 days. VA's inventory
targets have been adjusted to 290,000 in FY 2005 and 283,000 in FY 2006. VA
continues to target a working inventory of 250,000 rating claims for the longer
term.
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Question 13: What is the Department doing to ensure Operation fraqi
Freedom/Operation Enduring Freedom service members are identified and
provided the benefits they deserve. What changes in processing has the
Department made to expedite the claims for the returning service members?

Response: VA has a number of outreach initiatives to ensure that returning
service members are aware of the benefits available to them. A summary of
those activities follows:

Transition Assistance Program (TAP) and Other Military Services Briefings.
From October 2002 through March 2005, VBA military services coordinators
conducted transition briefings and related personal interviews in the U.S. as
reflected in the chart below. These briefings include pre- and post-deployment
briefings for Reserve and National Guard members.

OVERALL BRIEFINGS
Fiscal Year Briefings No. No.
Attendees Interviews
2003 5,368 197,082 97,352
2004 7,210 261,391 115,576
2005* 2,263 79,105 34,106

*through March 2005

In addition to military services briefings in the US, VBA representatives conduct
briefings overseas under arrangement with DoD. VBA provides two tours each
year with six to seven VBA representatives providing this service for each tour.
Each is home-based at a major military site and provides services at the site and
surrounding areas. The countries serviced are England, Germany, Japan, and
ltaly. Korea is serviced by staff from the BDN in Yong San. A representative
from the St. Petersburg Regional Office provides that service for Guantanamo
Bay. VA was recently requested by DoD to add Bahrain to the overseas
schedule beginning with the May 2005 tour. The following chart reflects statistics
regarding overseas briefings:

OVERSEAS BRIEFINGS
Fiscal Year Briefings No. No.
Attendees Interviews
2003 472 12,943 5,050
2004 624 15,183 6,544
2005* 232 5,684 2,141

*through March 2005
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Briefings for Reserve/Guard Members. Outreach to Reserve/Guard members
is part of the overall VBA outreach program. In peacetime, this outreach is
generally accomplished on an “on call” or “as requested” basis. With the
activation and deployment of large numbers of Reserve/Guard members
following the September 11, 2001, Attack on America, and the onset of OEF/OIF,
VBA outreach to this group has been greatly expanded. National and local
contacts have been made with Reserve/Guard officials to schedule pre- and
post-mobilization briefings for their members. Returning Reserve/Guard
members can also elect to attend the formal 3-day transitional assistance
program (TAP) workshops. The following data on Reserve/Guard briefings is a
subset of the overall briefings data provided in the first chart:

RESERVE/GUARD BRIEFINGS

Fiscal Year Briefings
No. Attendees
2003 821 46,675
2004 1,389 88,366
2005* 974 68,351

*through March 2005

Briefings Aboard Ships. VA provided TAP briefings aboard the USS
Constellation, the USS Enterprise, and the USS George Washington on their
return from the Persian Guif to the U.S. VBA will continue to support requests
from the Department of the Navy for TAP workshops aboard ships.

Seamless Transition - Military Treatment Facilities (MTFs).

In 2003, VA began placing veterans service representatives at key military
treatment facilities (MTFs) where severely wounded service members from
OEF/OIF are frequently sent. Representatives of the VBA BDD office in
Germany work closely with the staff at the Landstuhl Army Medical Center to
assist returning injured service members who are patients at that facility and
family members temporarily residing at the Fischer House.

Since March 2003, a VBA OEF/OIF coordinator is assigned for each MTF. Full
time staff is assigned to the Walter Reed Army Medical Center in Washington,
D.C., and the Bethesda Naval Medical Center in Maryland. Similar teams work
with patients and family members at three other MTFs serving as key medical
centers for seriously wounded returning troops: Eisenhower, Brooke, and
Madigan Army Medical Centers. itinerant service is conducted at all other major
military treatment facilities. As of January 2005, over 4,500 hospitalized
returning service members were assisted through this program at Walter Reed,
Bethesda, Eisenhower, Brooke, and Madigan. Since March 2003, each claim
from a seriously disabled OEF/OIF veteran is case managed for seamless and
expeditious processing.

10
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Web Page. As part of the Seamless Transition effort, VBA created a new web
page for OEF/OIF, directly accessible from the VA homepage. Information
specific to Reserve/Guard members who were activated is included, as well as
links to other federal benefits of interest to returning service members. The web
page has been accessed over 340,000 times since its activation in December
2003.

Benefits Delivery at Discharge (BDD). VA's BDD program operates in concert
with the military services outreach program. Under BDD, service members can
apply for disability compensation within 180 days of discharge. The required
physical examinations are conducted and service medical records are reviewed
prior to discharge. The goal is to adjudicate claims within 30 days following
discharge. Upon receipt of the claimant’s DD Form 214 (Report of Release from
Active Military Service), benefits are immediately authorized so that the recently
separated veteran can receive his/her first disability check the month following
the month of discharge or shortly thereafter. Currently, 141 military installations
worldwide participate in this program, including two sites in Germany and three in
Korea. Approximately 26,000 BDD claims were finalized in FY 2003; 40,000 in
FY 2004; and 12,000 in FY 2005 fo date.

Recently-Separated Veterans

Veterans Assistance at Discharge System (VADS). All separating and retiring
service members (including Reserve/Guard members) receive a “Welcome
Home Package” that includes a letter from the Secretary, a copy of VA Pamphlet
21-00-1, A Summary of VA Benefits, and VA Form 21-0501, Veterans Benefits
Timetable, through VADS. Similar information is again mailed with a 6-month

follow-up letter.

Secretary’s Outreach Letter to Returning Service Members. Outreach letters
from the Secretary have been sent to approximately 240,000 returning service
members who have separated/retired from active duty. Enclosed with the letters
are copies of VA Pamphlet 21-00-1, A Summary of VA Benefits, and B 10-164,
A Summary of VA Benefits for National Guard and Reserve Personnel.

News Releases. Last year, VA produced a 30-second video entitled "Our Turn
to Serve" which was distributed to domestic viewing markets near or at major
military transition and separation bases. It was placed as a streaming video file
on the VA Internet Web site and marketed electronically to other domestic TV
station programmers in markets with large military populations. It is now about to
run on the armed forces radio and television service outlets serving military
personnel based overseas. A new VA outreach video program, "The American
Veteran," is airing on the Pentagon channel, which reaches military audiences at
DoD installations, communities and sites in this country and around the world. It
is a half-hour video magazine featuring stories and information of interest to

11
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military personnel and veterans that focuses on their benefits and how they can
access and use them. This is a continuing series of monthly programs that will
be marketed domestically to cable systems, public broadcasting stations, and
community access cable.

Priority Claims Processing. VBA provides case managed priority claims
processing for all seriously injured returning service members.

VA's goal is to award benefits within 30 days from the date of receipt of the claim
for compensation (if the service member has been discharged from the military).
VA provides expedited claims processing for active component personnel
through the BDD program and specialized outreach to returning Guard and
Reserve personnel.

12
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Questions for the Record
Honorable Michael Bilirakis
House Committee on Veterans Affiars
February 16, 2005

Hearing on the VA Budget for FY06

Question 1: On page two of the Department of Veterans Affairs testimony, it
stated that there is a need to ease service member’s transition from active duty
to civilian life.

DoD and VA have stated that there are 139 military installations with BDD
programs. GAO reported in November of 2004, that when they evaluated 8 of
these installations it found that only 4 of the installations had included a single
separation exam in its BDD program.

How many BDD sites have implemented all components of the program and
what is the timetable for full implementation at all sites?

Response: In November 2004, VA and DoD signed a memorandum of
agreement for a cooperative separation process/examination. This agreement
includes a single separation physical examination that meets VA's disability
compensation and the military’s separation examination protocols.

VA subsequently issued implementation instructions to all Veterans Benefit
Administration (VBA) and Veterans Health Administration (VHA) field facilities
requiring that a new memorandum of understanding (MOU) be signed with DoD
at every Benefit Delivery at Discharge (BDD) site (with the exception of the seven
Coast Guard sites not under DoD's jurisdiction). As of April 2005, there are 50
signed MOUs in place that incorporate the single separation process/
examination, and over 80 other MOUs are near completion. The sites previously
identified by General Accountability Office as not in full compliance with the
single separation process/examination have either already submitted a new MOU
or they are in the process of finalizing one. VA anticipates full implementation
the third quarter of FY 2005.

Question 2: How is DoD cooperating with VA in this effort?

Response: DoD has been a cooperative, active partner in this process.
Question 3: Given that the Veterans' Disability Benefits Commission was
charged with issuing its report not later than 15 months after a majority of the

members had been appointed, please provide a timeline on when the
Commission might schedule its first meeting?
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Response: VA has worked with Chairman James Terry Scott, LTG USA (Ret),
to establish the Commission. VA has identified key staff, acquired office space,
and purchased computer equipment for the Commission and its staff. Chairman
Scott held public meetings on May 9 and June 9, 2005.

Question 4: How is the VA Medical and Prosthetics Research program
preparing to deal with the high-tech prosthetics needs of service members
separating from service in Iraq and Afghanistan?

Response: The VA medical and prosthetics research program continues to
support a broad prosthetics research portfolio to meet the needs of the newest
veterans separating from service in fraq and Afghanistan. VA-is increasing its
support of muitidisciplinary prosthetics research approaches and examination of
enabling technologies that aim to ease the physical and psychological pain of
veterans. In addition to evaluating existing practices, VA is expanding upon its
longstanding support for advances in surgical approaches to primary amputation
to include operative revision and limb lengthening procedures that can potentially
aid in fitting prostheses and enhance function beyond what is now possible. VA
is also aggressively examining other techniques such as Osseo integration, a
procedure that replaces missing limbs with titanium rods inserted directly into
residual bone. The overarching goal of these activities is to maximize the
function and well-being of veteran amputees.

Examples of VA prosthetics research efforts include:

Partnerships with the Department of Defense (DoD) and
Walter Reed Army Medical Center (WRAMC)

Investigating Immediate Challenges Faced by Returning Service Personnef. This
is a joint project involving VA researchers and clinicians, clinician scientists, and
soldiers at WRAMC to (1) compare prosthetic designs, (2) define standards of
function, (3) evaluate psychological issues faced by returning service personnel,
(4) determine psychosaocial issues that challenge successful reintegration, and
(5) initiate longitudinal studies to be carried out as the injured soldiers transition
into the VHA.

VA Centers of Excellence

VA Centers of Excellence assemble multidisciplinary teams of investigators with
complementary backgrounds, skills and training to pursue long-term research
agendas. The centers are expected to provide cutting edge solutions to issues of
particular concern to the healthcare of veterans. Each center develops an
integrated thematic research core as a unifying focus of research activities.

(1) Center of Excellence for Limb Loss Prevention and Prosthetic Engineering:
{.ocated in Seattle, WA, the mission of the center is to conduct basic and clinical
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research that affects the quality of life and functional status of veteran amputees
and veterans who are at risk for amputation. Investigators are performing head-
to-head prosthetic design trials, using tele-rehabilitation to prevent primary
amputation and secondary complications in amputation, and are improving
current prosthetic designs.

(2) Center of Excellence in Tissue Engineering to Rebuild, Regenerate, and
Restore Function after Limb Loss: The Providence VA Medical Center (VAMC),
in collaboration with Brown University and the Massachusetts Institute of
Technology, has established a Center of Excellence to advance amputee
healthcare and the concept of a “biohybrid” limb. The goal is for VA clinician
scientists to create “biohybrid” limbs that will use regenerated tissue, lengthened
bone, internal and external titanium implants and sensors that allow amputees to
use brain signals and residual limb musculature to move their prostheses.

(3) The Advanced Platform Technology Center of Excellence: The Advanced
Platform Technology Center in Cleveland, OH will bridge the gap between state-
of-the-art technologies being developed for general use and their application and
expansion to the unique needs of veterans with all forms of physical disabilities.
The center's focus is on sensory and implanted control of prosthetic limbs,
accelerated wound healing, and biological sensors for the detection of health and
function.

VA Quality Enhancement Research Initiative (QUERI)

The mission of QUERI is to enhance the quality and outcomes of VA healthcare
by systematically implementing clinical research findings and evidence-based
recommendations into routine clinical practice.

Accelerating Implementation of Best Practices for Traumatic Amputation and
Polytrauma: The Polytrauma QUERI will coordinate a muttidisciplinary team of
national experts in rehabilitation, health services, and implementation science in
disseminating and applying results emerging from multiple venues, including VA
amputation and prosthetics research, to accelerate the diffusion of best practices.

Additional Efforts in Prosthetics Research

(1) Increasing Options for Upper Limb Amputees: VA researchers in Chicago, IL
are working to develop and evaluate a first of its kind, four degree-of-freedom
prosthetic hand and controller for use by persons with amputations at or near the
wrist to allow coordinated control of individual digits on an artificial hand.

(2} Osseo integration to Alleviate Chronic Problems Associated with Cuirent
Prosthetic Designs: VA funds Osseo integration studies at the San Diego, Salt
Lake City and Providence VA medical centers that examine bacterial resistant
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tissue seals, mechanical designs that alleviate stress-mismatch of titanium
inserts, use of antibiotics, and cellular immune responses to infection.

(3) Freeform Fabrication of Transtibial Prosthefic Sockets: A VA project in San
Antonio, TX is continuing the development of an alternative method of socket
fabrication using solid freeform fabrication based on selective laser sintering
technology that allows the direct manufacture of a prosthetic socket without the
intermediate molds and laminating process required with conventional
techniques.

(4) Increasing Proficiency of Prosthetic Use for Maximum Function and Long-
term Health: A VA evidence-based amputee rehabilitation project that involves
an intervention protocol consisting of an exercise program to improve strength,
balance and endurance that is targeted to older veterans with amputations. If
successful, future directions include expansion of services for all amputees and
across other VA sites. The VA investigator leading this study organized a
weeklong clinic for advanced prosthetics and training for amputee soldiers at
WRAMC. Every soldier was fit with a new athletic or running prosthesis and then
trained to run. Each soldier had the opportunity to work with four Paralympics
Gold medalists from Athens, Greece. This was an educational venue for VA
clinical personnel, military therapists, and others. VA clinics that support the
active pre-morbid levels of activity will help soldiers transition to veteran status
and open the door to advanced studies in prosthetic design, use, and long-term
functional recovery for all amputees.

(5) Enhancing Peripheral Nerve Regeneration through Modified Polymer Conduit.
VA is funding a pilot study in Detroit, Ml to determine the efficacy of a chitosan-
based nerve guide conduit. Animal mode! tests will involve repair of severed nerves
o examine sensory and motor recovery. The potential application to veteran
amputee healthcare is significant. Peripheral nerve injuries often occur within the
residual limb of the amputee resuiting in phantom limb pain. [f left untreated, the
amputee will not have the ability to capitalize upon peripheral nerve-driven
prostheses under development at the Providence VAMC Center of Excellence in
Tissue Engineering to Rebuild, Regenerate, and Restore Function after Limb Loss.

Proposals Under Review

On February 28 and March 1, 2005, VA reviewed 19 research proposals in its
Prosthetics and Orthotics panel. Proposal topics included: designing prostheses
that promote ambulation; increasing function in upper-limb prosthetic design;
developing actively powered lower-limb prostheses; developing computer aids for
prosthetic prescriptions; reducing stress in prosthetic socket design; and Osseo
integration. Awards will be announced in May 2005.

Question 5: The Subcommittee has noted that there has been a lack of funding
for administrative support for research. During several hearings, it became
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apparent that the VA has not been aggressive in efforts for funding administrative
support and the Institutional Review Boards (IRB) that ultimately provides the
necessary protections for veterans enrolled in research.

How much funding has been dedicated to funding research support and IRBs in
your 2006 budget proposai?

Response: In response to the recognition of the growing responsibilities of
Institutional Review Boards (IRBs), the VA Office of Research and Development
has established new programs and funding sources related to human subject
protections that bolster their traditional sources of support.

Funding for administrative support for research and IRBs comes from several
sources. The following is an overview of funding for research support and IRBs
proposed for FY 2006:

Medical and Prosthetics Research Business Line

o Veterans Equitable Resource Allocation (VERA): $393 million of VERA
funds are allocated based on support of research in FY 2006. These
funds will be distributed to VA medical centers based on the amount of
direct research funding they receive from VA, According to VHA
Handbook 1200, VERA funds should be used to provide indirect support
for research, including but not limited to, scientific and administrative
support for research and development committees and subcommittees. it
also states that the medical center director must provide for administrative
support of the IRB, Institutional Animal Care and Use Committee and
research safety committees as well as VA staff time in support of IRB
activity.

¢ Funds from the Medical and Prosthetics Research (M&PR) appropriation
are also used to supplement VERA funds in support of research. In FY
2006, these funds will be approximately $27.5 million, accounting for 7
percent of the M&PR appropriation. The funds will be distributed to VA
medical centers based on the average amount of direct research funding
they have received from VA over the last 3 years.

« In addition, approximately $5 million of the M&PR appropriation will be
dedicated to salary costs for IRB-related activities.

« To support activities of local IRBs, the Office of Research and
Development created the Program on Research Integrity Development &
Education (PRIDE) in March 2003 to oversee education, training, and
policy development related to human subject protection in VA research.
PRIDE works closely with VA facilities to prepare them for accreditation
with the National Committee on Quality Assurance (NCQA). In 2000,
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when VA confracted with NCQA to accredit its medical centers, it became
the nation’s first research institution to require independent and external
accreditation for all sites that conduct human studies. All VA sites with
active human research protection programs are expected to be NCQA
accredited by the end of calendar year - 2006.

Non-VA Funds

Facility Human Protection Program (FHPP): The program, established in
2003, generates funds through a 10 percent tax on direct costs of human
studies funded by private industry. FHPP funds are administered by VA
non-profits and academic affiliates and may be used for human subjects’
research compliance activities, excluding IRB activities. In FY 20086, it is
expected that approximately $5 million could be made available to VA
medical centers in reimbursements and “in-kind” support that may be used
for compliance related activities.

IRB Fees: Study administration entities (VA non-profits and academic
affiliates) typically charge private sector study sponsors a direct fee for
IRB-related costs. Typical fees range from $1,500 to $2,500 for an initial
IRB review. These fees are either passed through to the institution
incurring the IRB-related costs (academic affiliate or VA) or they may be
used to pay costs directly. For public sector funding, indirect costs of
research, including IRB fees, are collected by the study administration
entity (VA non-profits and academic affiliates) from the public sector

" funding source (e.g., National Institutes of Health).

Question 6(a): The Subcommittee received a letter dated February 11, 2005
from Deputy Secretary Gordon Mansfield regarding a further delay of the VBA’s
deployment of its automated claims processing program, VETSNET. The
program has been going on for 12 years at a cost of $400 to $500 million.

Response: From 1986 through 1995, VBA spent $318 million to upgrade our
information technology infrastructure (sometimes referred to as “modernization”).

Specific examples of what VBA funded as part of this effort include:

Installation of VBA's email system;

A modern network of personal computers (including intelligent
workstations for all VBA employees);

Wide area networks with increased capacity to move data needed by

different sites; and
Software applications for Loan Guaranty, Vocational Rehabilitation and

Employment, and Education.
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Between 1996 and 2004, VBA spent $46.2 million for VETSNET. In FY 2005,
$10.7 million is budgeted for VETSNET. From 1996 through 2005, VETSNET
funding includes the costs for applications development, testing, deployment,

operation and maintenance, and program management support.

Question 6(b): VA testified in March 2004 that VETSNET would be fully
deployable by December 2005. Now there is another year's delay. Please
provide the Subcommittee with the cost associated with this delay.

Response: The total cost of full VETSNET deployment will not change as a
result of the schedule change.

Question 6(c): Would you please explain what problems caused this delay and
why the new date of December 2006 that is now being given for full deployment
is a reliable one?

Response: The primary reason for this delay is the need for VBA to minimize
adverse impact to the claims processing workload. VBA goal is to deploy in a
manner that:

« Has the feast adverse impact on veterans and regional office claims
processing;

» Builds on lessons learned from prior deployments of other projects (MAP-
D, RBA 2000; coreFLS); and

« Accommodates existing resource levels and considers impact
assessments and the needs of VBA business users.

The following factors were considered in setting the new date for full deployment:

« Pace of absorption of new VETSNET functionality by the business users;

« Need for rigorous independent verification and validation testing;

« Intensive business and user pre-deployment testing of all application
components,

« Availability of VBA resources;

+ Use of a methodical approach to ensure accurate and timely payments;

¢ Scheduled deployment of application functionality to minimize workload
and production impact;

« Input of regional office and business staff;

« Alignment of application deployment with extensive user training; and

« Application of lessons learned from successfully deployed projects such
as RBA2000 and MAP-D, as well as from unsuccessful projects such as
HRIink$, coreFLS and FBI's Trilogy.

VBA is closely managing the implementation of VETSNET through weekly
meetings of the VETSNET Executive Board with the Under Secretary for
Benefits, as well as through the Monthly Performance Review with the Deputy
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Secretary. The VA ClO and the Under Secretary for Benefits have agreed with
and are committed to this deployment schedule.

Question 7: Congress mandated that the VA integrate the Department's
financial and management information systems. What has happened to the VA's
failed demonstration project (coreFLS) in Bay Pines, with a cost (of) $342
million?

Response: On July 13, 2004, the Secretary announced his decision toc move the
core financial and logistics system (coreFLS) project from the Office of the
Assistant Secretary for Management to the Office of the Assistant Secretary for
Information and Technology and establish the VA coreFLS board of directors as
the mechanism for key decision making on go forward issues. The membership
includes the most senior leaders in VA, including the chief information officer,
chief financial officer, and under secretaries. Subsequent to forming the board,
on July 26, 2004, the Secretary announced the decision to phase out the
coreFLS pilot program designed to test the integrated financial and logistics
management system at the Bay Pines Medical Center and two focus sites, the
National Cemetery Administration and Veterans Benefits Administration.

Currently, tasks are underway to evaluate VA's financial and logistics business
processes. On December 15, 2004, PricewaterhouseCoopers was awarded a
competitive procurement, firm fixed price contract to: .

1. Analyze the “as is” business processes;

2. ldentify specific actions to be taken to resolve the FFMIA material weakness,
“Lack of an Integrated Financial Management System”,

3. Develop "to be" finance and logistics business processes that will form the
basis for how VA intends to do finances in the future. The "to be" or future
business processes will have to reconcile back to the "as is” condition to ensure
that current state has a target, future state; and

4. Identify potential solutions including commercial and government off-the-shelf
software and the financial management line of business.

This effort was completed in early June. Since that time, the coreFLS board of
directors have been briefed and are currently deliberating on the degree of
standardization of business processes across the VA. Integrated systems issues
and acceptable products will be addressed after the board comes to a decision.
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Question 8: The VA testified that it expects to collect $2.6 billion in 2006. This is $635 million
over the 2005 estimate. The VA's testimony further stated that it would adopt industry-based
performance and operational metrics, develop technological enhancements and use industry
proven best practices. Please explain how the Department intends to develop and implement
this in one year, and please provide the implementation timetable and milestone dates.

Response: The FY 2006 collection figure of $2.6 billion referenced in the
hearing represents a $635 miillion increase over our estimate for FY 2005.
However, two thirds of this increase is contingent upon the passage of two
legislative proposals (the $250 enrofiment fee and the increase in pharmacy co-
payments from $7 to $15 for veterans in Priority Groups 7 & 8).

Over the past several years, VA has initiated a comprehensive assessment of
ongoing revenue activities in an effort to develop “industry best practices”, adopt
industry-based performance and operational metrics. VHA is aiso implementing
technological initiatives designed to ensure that VA is properly compensated for
the services provided to those veterans with private health insurance coverage.

Many of these initiatives have already been major factors in VA's collections
improvement from $ 771 million in FY 2001 to $1.7 billion in FY 2004. VA met
FY 2004 performance targets for key operational metrics including: total
collections, gross day's revenue outstanding, accounts receivable greater than
ninety days, and days to bill. These metrics are recognized as industry standard
measurements of revenue cycle performance success.

VHA has automated a number of critical revenue processes, which have
improved collections. These project initiatives and their status are listed in the
table below:
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Project Name Description

Electronic
Claims
Submission

Electronic
Payments

First Party Call
Center

Electronic
Insurance
Identification
and Verification
(e-tV)

First Party
Lockbox

A system that makes possible
submission of claims electronically to
third party insurers.

A system that makes possible electronic
receipt of remittance advices and
payments.

A centralized call center for veterans
with questions concerning co-payment
bills.

A system to electronically identify and
verify insurance plans.

A system to automatically apply
payments from veterans to their
outstanding co-payment charges.

Results
Compilies with standards mandated by
HIPAA (Health Insurance Portability
and Accountability Act); streamlines
claims submission. As of March
2005, more than 15 million electronic
claims have been generated. Mo