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(1)

AVOIDING ‘‘FINANCIAL FRIENDLY FIRE’’: A
REVIEW OF EFFORTS TO OVERCOME ARMY
NATIONAL GUARD PAY PROBLEMS

WEDNESDAY, JANUARY 28, 2004

HOUSE OF REPRESENTATIVES,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The committee met, pursuant to notice, at 10:02 a.m., in room

2154, Rayburn House Office Building, Hon. Tom Davis (chairman
of the committee) presiding.

Present: Representatives Tom Davis, Shays, Lewis, Platts, Put-
nam, Schrock, Turner, Waxman, Lantos, Maloney, Cummings,
Tierney, Van Hollen, Ruppersberger, and Norton.

Staff present: Peter Sirh, staff director; Melissa Wojciak, deputy
staff director; Jennifer Safavian, chief counsel for oversight and in-
vestigations; David Young, counsel; David Marin, director of com-
munications; Grace Washbourne, professional staff member; Teresa
Austin, chief clerk; Brien Beattie, deputy clerk; Corinne Zaccagnini,
chief information officer; Ryan Kelly, legislative correspondent;
Kristin Amerling, minority deputy chief counsel; Anna Laitin, mi-
nority communications and policy assistant; Karen Lightfoot, mi-
nority communications director/senior policy advisor; David
McMillen and Andrew Su, minority professional staff members;
Earley Green, minority chief clerk; Jean Gosa, minority assistant
clerk; and Cecelia Morton, minority office manager.

Chairman TOM DAVIS. Good morning.
A quorum being present, the Committee on Government Reform

will come to order.
I want to welcome everybody to today’s hearing on the state of

the Department of Defense’s and the Department of the Army’s ef-
forts to correct the current inadequacies in payroll processes that
are negatively affecting Army National Guard members mobilized
on active duty status.

This hearing is the first quarterly review promised the commit-
tee by DOD last year. We look forward to hearing about the steps
it has taken and proposed to correct problems uncovered in the No-
vember 2003 GAO study. The study outlined the scope and severity
of the pay problems, and it was not a pretty sight. We are talking
about soldiers being erroneously billed debts close to $50,000 each.
We are talking about injured soldiers being denied active duty pay
because medical extensions were not processed. We are talking
about 3-month delays in active duty pays. We are even talking
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about a soldier who came under enemy fire during a 4-day trip he
had to make to deliver records to fix payments errors.

The traditional concept of Guardsmen serving 1 weekend a
month and 2 weeks a year to perform state disaster relief and train
for Federal service was shattered after September 11, 2001. These
men and women are no longer ‘‘weekend warriors.’’ Today, mem-
bers of the Army National Guard fight side by side with regular
armed forces members in combat throughout the world. Approxi-
mately 100,000 Army National Guard members are currently called
to active duty for mobilization to Iraq and Afghanistan. Since Sep-
tember 11, close to 140,000 have seen action in Operation Enduring
Freedom, Operation Noble Eagle and Operation Iraqi Freedom. As
of today, 23 Army National Guard personnel have been killed in ac-
tion in service to our country.

The fact is, today we are relying on the National Guard as never
before—to support the regular armed forces in combat, to protect
the homeland, and to provide emergency and security response for
each State. With all that we expect of the Guard, ensuring that
each member receives accurate and timely pay and allowances for
job performance and risk of life should be a top priority for Con-
gress and the administration. If we do not make the investments
needed to remedy this problem, we will be guilty of that old saw
about knowing the price of everything and the value of nothing.

I am sure that virtually all members of the committee have
heard from Guard members and their families about the effects of
increased mobilizations and increased mission responsibilities. In
my State of Virginia, Sergeant First Class Curtis Dunn of the Vir-
ginia National Guard, B Company, 3rd Battalion, 20th Special
Forces knows well the frustration and heartache caused by an
inept pay system. At a press conference this past November, where
we released the GAO study under discussion today, Sergeant Dunn
gave us this picture: ‘‘Picture a soldier, sitting at a firebase, in the
middle of nowhere Afghanistan. The heat is oppressive, and they
have been out on patrol all day, sucking dust. He has potentially
had a few shots taken at him, or watched a couple of rockets head
toward him out of the night sky. It is finally his turn for the few
minutes of satellite phone usage that each solider is allotted for the
week, and he calls home. He would like to spend that precious time
reassuring his family, telling his wife and children how much he
loves and misses them. Instead he has to utilize the majority of the
time discussing finances and trying to determine if he has been
paid correctly and making sure his family has enough money to
pay bills.’’

Or the March 23, 2002 letter from Sergeant Dan Romero to his
fellow sergeant in the Colorado Army National Guard, which Major
Chavez will mention in his testimony today: ‘‘Are they really fixing
pay issues, are they putting them off until we return? If they are
waiting then what happens to those who (God forbid) don’t make
it back?’’ Sergeant Romero was killed in action 23 days later in Af-
ghanistan, and I would really like to hear today that his family
isn’t wasting their time and energy fixing errors in his pay.

Today’s hearing is the Government Reform Committee’s first in
reviewing areas of concern with the National Guard. We have fol-
lowup studies in the works on Army Reserve pay issues, medical
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extensions and readiness, and travel reimbursements. This commit-
tee has also asked GAO to look at National Guard readiness and
the effects of increased mission and mobilization. The study will
focus on the resources available to the Guard in an effort to evalu-
ate if they are receiving the direction, equipment and training they
need. This study will be complete in April this year.

It has also come to the committee’s attention that military per-
sonnel are being blocked from enrolling in supplemental life insur-
ance programs. This is troublesome. I don’t understand why such
an anti-competitive, anti-freedom of choice policy is being imple-
mented, and we are going to look at this more closely.

The challenge of integrating pay systems and processes is not
singular to the Department of the Defense, nor is it a problem that
cropped up over night. We are certain that all the Department’s
witnesses here today are committed to fixing Guard payroll prob-
lems. To their credit, DOD, the Army and the National Guard Bu-
reau have been working diligently to correct the problems identi-
fied in the GAO report. Certainly the integration of payroll systems
in such a massive department will be a long and difficult process,
but there is much that can be done in the short term to mitigate
the problem.

We will be hearing today from Assistant Secretary of the Army,
Mr. Ernest Gregory; Mr. Patrick Shine, Director of the Defense Fi-
nance and Accounting Service; and Lieutenant General Roger
Schultz, Director of the Army National Guard. I also welcome sev-
eral representatives from the General Accounting Office who
worked on this study. We are especially pleased to hear from Major
Kenneth Chavez, Unit Commander, B Company, 5th Battalion,
19th Special Forces, Colorado Army National Guard, who has come
here to represent his unit by sharing firsthand accounts of the
problems they are encountering.

As promised, the Department has mapped out immediate and
long-range milestones and has made progress in effecting changes.
I know we all look forward to hearing what has been done to date,
and what we can expect in the weeks and months to come.

I was an Army National Guardsman for 8 years. I stayed in over
the 6 years that we had to serve. For the life of me, with these
problems, I think we are going to have a recruitment problem over
the long term when these stories get back if we don’t fix them.

[The prepared statement of Chairman Tom Davis follows:]
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Chairman TOM DAVIS. I now yield to my ranking member, Mr.
Waxman, for his opening statement.

Mr. WAXMAN. Thank you very much, Mr. Chairman.
I want to commend you on your opening statement. I thought it

was an excellent presentation of the issue. I want to thank you for
holding this hearing and calling attention to this important issue.

For over 350 years the Army National Guard has played a sig-
nificant role in ensuring our national security at home and abroad.
Today, tens of thousands of National Guard soldiers are putting
their lives at risk fighting terrorism within the United States and
serving in Iraq and other hostile places around the world. As active
U.S. troops are rotated out of Iraq, the brunt of the dangerous
work will lie with the National Guard and Reserve troops who are
called up and sent overseas to replace them.

Yet in many ways National Guard soldiers are treated as second
class citizens compared to their Army counterparts. While their
training is shorter, their deployment has often been longer, and
their equipment missing or inferior. Today we will more closely ex-
amine an additional and unacceptable injustice: a cumbersome and
antiquated payroll system has been shortchanging and delaying
Guard members’ paychecks.

GAO’s recent study of Guard pay problems shows that the situa-
tion is abysmal. Ninety-four percent of National Guard members
activated into U.S. Army units reported errors in their pay state-
ments, many of which were repeated or compounded in subsequent
pay statements. National Guard members have received deductions
on their statements without any explanations, orders have been
lost, and overwhelmed financial specialists from both the Army Na-
tional Guard and active Army have blamed each other over basic
data entry responsibilities.

In fact, GAO’s review showed that some National Guard mem-
bers even lost money for housing allowances or medical coverage
for themselves and their families despite service in recent conflicts.
This situation is also remarkable in that history is repeating itself.
Similar payroll problems occurred in the Army after the Persian
Gulf war in the early 1990’s, and were never properly fixed.

Our Nation will be increasingly reliant on Army National
Guards. If we cannot provide basic pay in return for their patriotic
service, the Army National Guard will have serious morale, troop
retention, and recruitment problems on their hands.

I want to thank the witnesses for appearing today. In particular,
I would like to thank GAO for their investigative work, and wel-
come Major Kenneth Chavez of the Colorado National Guard for
testifying today. I thank you all who are going to make presen-
tations to us.

Mr. Chairman, as often happens here on the Hill, there are con-
flicts in our schedule and I won’t be able to be present for the hear-
ing itself but the fact we are holding this hearing, that a transcript
will be prepared that will be shared with our colleagues, my staff
behind will also be here to look over the testimony and listen to
the answers to the questions, will allow both the chairman and I
to pursue this issue further. I appreciate your leadership on the
matter, Mr. Chairman.

[The prepared statement of Hon. Henry A. Waxman follows:]
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Chairman TOM DAVIS. Thank you and thank you for your state-
ment.

Do any other Members wish to make opening statements?
The gentlelady from the District of Columbia.
Ms. NORTON. I very much want to make an opening statement.

I feel obligated to do so. I very much appreciate your work, Mr.
Chairman, and that of Mr. Waxman in calling this hearing so that
this matter can get aired and perhaps yet faster treatment.

The reason I say I feel obligated to do so is that the District of
Columbia has lost three good men, all of them members of the Re-
serves or the National Guard. I asked my legislative assistant to
compare our losses with the losses of other States and I was simply
astonished. This is a jurisdiction of 600,000 people and yet many
States far larger have lost fewer or about the same number, if I
could give you an idea of what we mean and why we feel so deeply
about this. Maine has lost, including regular Army and Guard, I
believe, two; Maryland has lost five; Minnesota has lost three, the
Iraqi war only; Nevada has lost three. I am purposely staying away
from the States that are of the same population as the District of
Columbia. West Virginia has lost one; Utah has lost four. These
folks have gone without any vote, without equal representation,
with no voting in the House or no one who can vote in the Senate.
The Washington Post has run an article indicating that after 10
months in Iraq, it names the District of Columbia as one of the ju-
risdictions that has paid disproportionately in casualties in this
war. So you can imagine that I would feel deeply if there is un-
equal treatment here. Gentlemen, that is what I think it is.

The Army Reserve, the Army tooled up very fast to get extended
hours from these young men. They haven’t tooled up nearly as fast
to pay them for those hours. What bothers me is the chronic nature
of this problem, that it is longstanding, that the GAO says it
doesn’t see any relief in sight and yet, it looks like the Armed
Forces in Iraq will shortly be—at about 40 percent—more and more
dependent on these young people.

I am among many other Members who have sponsored a bill just
to get pay equity for Federal reservists who go into the Armed
Forces and we can’t even get that through this Congress, even
though many Fortune 500 companies and many States just as a
matter of patriotism and of gratitude to these young people auto-
matically do that. The Federal Government doesn’t even do that.

We have seen these young people everywhere. We have seen
them at Reagan after September 11 where we used them. We used
them here over and over visibly since September 11. Now we don’t
see them as often because they are in disproportionate numbers
fighting in Iraq.

I just think, Mr. Chairman, we have to give the Army a deadline
for getting hold of this problem and for reporting back to us in the
very near future that at the very least those members of the Armed
Services on whom we are now disproportionately dependent are re-
ceiving equal treatment from the Army of the United States.

Thank you, Mr. Chairman.
Chairman TOM DAVIS. Thank you very much.
Do any other Members wish to make statements? If not, we are

going to move to our first panel of witnesses.
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We have with us, Mr. Gregory D. Kutz, Director, Financial Man-
agement & Assurance, U.S. General Accounting Office, accom-
panied by Mr. Geoff Frank and Mr. John Ryan. We have the Hon-
orable Ernest J. Gregory, Acting Assistant Secretary of the Army;
Mr. Patrick T. Shine, Director, Defense Finance and Accounting
Service; and we have Lieutenant General Roger C. Shultz, Director,
Army National Guard. We thank you for your presence today. I
also recognize Colonel James Leonard, Director, Defense Finance
and Accounting Service, Indianapolis Office, who is accompanying
Mr. Shine.

It is the policy of this committee that all witnesses and those ac-
companying them be sworn before they testify.

[Witnesses sworn.]
Chairman TOM DAVIS. We have your total testimony as a part of

the record. In order to move things and get to questions, we would
like to try to keep it to 5 minutes. There is a light in front; it is
green. After 4 minutes, it turns orange and after 5 minutes, it
turns red. That will be a guide. When it is red, if you could move
to try to summarize. I won’t gavel you but it just makes things go
more smoothly.

I think we will start with Mr. Kutz and then go to General
Schultz and back to Mr. Gregory and Mr. Shine if that order is ac-
ceptable.

Mr. Kutz, thanks for your work and thanks for being with us.

STATEMENTS OF GREGORY D. KUTZ, DIRECTOR, FINANCIAL
MANAGEMENT & ASSURANCE, U.S. GENERAL ACCOUNTING
OFFICE, ACCOMPANIED BY GEOFF FRANK, ASSISTANT DI-
RECTOR, FINANCIAL MANAGEMENT & ASSURANCE; JOHN
RYAN, ASSISTANT DIRECTOR, OFFICE OF SPECIAL INVES-
TIGATIONS, U.S. GENERAL ACCOUNTING OFFICE; ERNEST J.
GREGORY, ACTING ASSISTANT SECRETARY OF THE ARMY,
FINANCIAL MANAGEMENT AND COMPTROLLER; PATRICK T.
SHINE, DIRECTOR, DEFENSE FINANCE AND ACCOUNTING
SERVICE, MILITARY AND CIVILIAN PAY SERVICES, ACCOM-
PANIED BY COLONEL JAMES L. LEONARD, DIRECTOR, DE-
FENSE FINANCE AND ACCOUNTING SERVICE, INDIANAP-
OLIS; AND LIEUTENANT GENERAL ROGER C. SHULTZ, DI-
RECTOR, ARMY NATIONAL GUARD

Mr. KUTZ. Mr. Chairman and members of the committee, thank
you for the opportunity to be here to discuss pay problems at the
Army National Guard.

The recent success of our forces in Iraq has shown once again
that our military forces are second to none. However, that same
level of excellence is not evident in many DOD business processes,
including its financial management. DOD’s high risk financial
management leaves it vulnerable to fraud, waste and abuse. Unfor-
tunately, the abuse that I will be telling you about today is of mobi-
lized Army National Guard soldiers and their families.

My testimony has three parts. First, examples of pay problems.
Second, the causes of these pay problems. And third, our ongoing
work in this area. First, as shown on the poster board to my right,
94 percent of the 481 soldiers from our six case study units had
pay problems. Although the 450 soldiers with pay problems are
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counted only once, many experienced numerous errors. These er-
rors included overpayments, underpayments and late payments.
Further, our review of a unit currently deployed to Iraq indicated
similar problems.

Examples of the pay problems include 34 soldiers erroneously as-
sessed debts averaging $48,000 each which remain unresolved
today, nearly 14 months after the original error; injured soldiers
were denied active duty pay and medical benefits; significant
delays receiving pay when initially mobilized for 48 soldiers from
a California military police unit. These are just a few of the hun-
dreds of errors totaling nearly $2.5 million that we identified for
only 481 soldiers. The soldiers told us that lingering pay problems
distracted them from their mission. Further, for some of these
units, pay issues are negatively impacting retention.

This brings me to my second point, the causes of the pay prob-
lems. We found that these problems were caused by a combination
of people, processes and systems. One primary cause are the com-
plex, cumbersome processes used to pay soldiers. These pay oper-
ations have evolved over time to the point that few, if any, in the
department fully understand them. With respect to human capital,
we found weaknesses including insufficient personnel, inadequate
training and poor customer service. Several issues concerning
error-prone automated systems were a significant factor, including
stovepiped systems, limited processing capabilities, and ineffective
system edits.

Third, at your request, we are now beginning a review of the pay
experiences of Army Reserve soldiers mobilized to active duty. In
addition, we have two other ongoing pay-related studies for this
committee relating to mobilized soldiers. These studies relate to
travel reimbursements for Army Guard soldiers and pay issues for
Army Guard and Reserve soldiers who were injured or became ill.
We plan to complete these studies and report back to you later this
year.

In closing, I want to read part of a letter we received from a new-
lywed Florida National Guard soldier that sums up our findings: ‘‘I
feel as though the system has failed me and many others greatly.
Our country asks many sacrifices of us as soldiers, all of which we
have given, but there must be an equal give and take relationship.
I have a wife to take care of back home and I need to know that
she has the means to pay our bills. How can we be asked to leave
our families, our jobs and basically our entire lives behind when we
are not even paid correctly? I have suffered through some of the
worst days of my life over here but I fear I will suffer more when
I redeploy and find that the Army does not care enough about us
soldiers to pay us the money we have earned with our sweat, our
blood and our pain.’’ Special Agent Ryan gave me this letter last
night. It was written on January 21, 2004 from Baghdad, Iraq.

Mr. Chairman, this ends my statement. Special Agent Ryan, Mr.
Frank and I will be happy to answer questions.

[The prepared statement of Mr. Kutz follows:]
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Chairman TOM DAVIS. Thank you very much.
General Schultz, thanks for being with us.
General SCHULTZ. Chairman Davis, members of the committee,

thanks for the opportunity to appear before you today. I want to
say I appreciate your interest in the well being of our soldiers.

Mr. Chairman, the Army Guard has met every mission. Our sol-
diers have been up to every task and 97,000 of our soldiers today
are on mobilized, active status. In Iraqi Freedom, the mission in
Iraq and Kuwait, we have 26,700 soldiers on duty today. If you go
to the Balkans today, you will find an Army Guard-led rotation in
the Bosnia and Kosovo area. If we go to Sinai today, that mission
is a Guard-led rotation. If we go to Afghanistan today, you will find
soldiers from the Army Guard leading the training effort for the Af-
ghan National Army.

Since September 11, we have mobilized 175,700 soldiers from our
units. If I could just put this in perspective, the payroll system that
we now are operating under was prepared and created for a very
different time, a very different set of circumstances, so when we
talk about normal weekend drills—as you are familiar, it is a week-
end a month typically, 15 days of training some time during the
year—those days have long since passed. And so what we found,
given our experience over the last couple of years, our systems are
way out of synch, out of cycle with the demands that we now have
placed before us. So in some respects, I am a customer of the proc-
ess and yet I can share in the responsibility here from the GAO
reports to what we have done inside the Army and inside the De-
fense and Finance Accounting system.

Mr. Chairman, I appreciate your interest in our soldiers. Thank
you.

[The prepared statement of General Schultz follows:]
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Chairman TOM DAVIS. Thank you very much.
Mr. Gregory, thanks for being with us.
Mr. GREGORY. Thank you, Chairman Davis.
Distinguished members of the committee, my name is Ernie

Gregory. I serve as the Acting Assistant Secretary of the Army for
Financial Management and Comptroller. I am the person account-
able for the military pay mission at the Department of the Army,
Headquarters.

The execution of this mission is a shared responsibility between
the active and reserve components of the military departments and
the Defense Finance and Accounting Service. DFAS owns, operates,
manages, and maintains the pay system, known as the Defense
Joint Military Payroll System. The U.S. Army’s responsibility is to
make timely and accurate inputs into DJMS for changes in sta-
tus—from reserve to active duty or vice versa—and for modifica-
tions or adjustments to the individual soldier’s entitlements result-
ing from changes in status and/or duty location. To the degree that
either of the partners fails, soldiers’ pay will be wrong.

From my vantage point, there are two key problems at the heart
of military pay inaccuracies and mistakes. The Department of De-
fense has been actively working to correct both. Changes to sol-
diers’ status and/or entitlements originate with personnel trans-
actions. Most, if not all, changes to a soldier’s status and/or entitle-
ments affect pay. Problem No. 1 is, DOD does not have an inte-
grated personnel and payroll process supported by an integrated
system solution. This means that personnel transactions for indi-
vidual soldiers have to pass through a separate process and system
in order to have the required effect on pay. The process is manual,
labor intensive, mistake-prone, and does not produce immediate re-
sults. The DOD solution to this problem is the Defense Integrated
Military Human Resource System. As its name suggests, this sys-
tem will integrate and make simultaneous personnel and pay proc-
esses. Problem No. 2 is, separate military payroll systems for our
active and reserve components. These separate systems were devel-
oped and exist to serve the two components, active and reserve, in
two different environments, which require distinct functionality.
However, circumstances have changed. Today active and reserve
soldiers serve together and their pay and personnel systems need
the same functionality.

Currently, pay technicians are trained only on their component’s
system and are therefore adept at serving only their component’s
soldiers. The U.S. Army worked with DFAS to address this prob-
lem in the mid-1990’s and produced a partial solution: a ‘‘front-end’’
application for DJMS called the Defense Military Payroll Office.
DMO provides both active and reserve component pay technicians
a uniform set of pay/data input screens so that the challenges of
learning and interacting with two different systems are minimized.
The split-system problem should be resolved completely when
DIMHRS is implemented; it will include an integrated pay module
that will eliminate the two separate pay systems.

I thank the General Accounting Office for its audit. Its results
are important to us and form one of the bases for a corrective ac-
tion plan. We have fixed the pay-mission execution errors the audi-
tors found and we remain dedicated to preventing their recurrence.
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Accurate and timely pay to all of our soldiers and their families is
of paramount importance to the Army. To address the GAO’s find-
ings and to conform to the Department of Defense ‘‘way ahead,’’ we
have established and provided to Congressman Shays’ subcommit-
tee staff our joint corrective plan in advance of DIMHRS’ full oper-
ational capability.

Mr. Chairman, we have provided as a result of the hearing a
package for all committee members that includes our October 29
memorandum to Congressman Shays, the chairman of the sub-
committee, our December 19 update to Congressman Shays’ staff,
and then, recently, our matrix of corrective actions that were up-
dated since the December 19 input and also a set of briefing slides
that we had prepared for what we planned on doing yesterday, a
briefing and an update to you and all the committee members on
our corrective action plan. We made copies of that package and pro-
vided them for each member.

In closing, Mr. Chairman, taking care of our soldiers is our ulti-
mate mission. Developing a quality, integrated solution for a world-
class military pay service has been challenging. Yet, the Depart-
ment of Defense has made significant strides in achieving the re-
quired results. We are not done, but we are well on the way. This
concludes my formal remarks and I await your questions.

[The prepared statement of Mr. Gregory follows:]
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Chairman TOM DAVIS. Thank you very much.
Mr. SCHROCK. Mr. Chairman?
Chairman TOM DAVIS. Yes?
Mr. SCHROCK. I have not seen that report, I don’t know if any

other Members have but I would certainly like to have it.
Chairman TOM DAVIS. It should be in the folder. If you look in

there, it should be in there. If it is not, I will make sure staff gets
it to you immediately.

Mr. Shine.
Mr. SHINE. Chairman Davis, distinguished members of the com-

mittee, my name is Pat Shine and I am the Acting Director of the
Defense Finance and Accounting Service. Prior to this, I was the
Director of Military and Civilian Pay Services Business Line for
DFAS. Thank you for the opportunity to discuss our role in paying
Army National Guard personnel.

DFAS shares the responsibility to provide quality pay and cus-
tomer service with the active and reserve components of the mili-
tary departments. DFAS is chiefly responsible for the systems
issues, which is the focus of my testimony today. Currently, DFAS
maintains two separate payroll systems for the Army, Navy and
Air Force. The two systems are Defense Joint Military Pay System,
Active Component, and DJMS, Reserve Component. DJMS–AC is
designed to pay active duty servicemembers. Once entitlements for
pay and allowances are entered into this system, they continue
until input is made to terminate the entitlement. In contrast,
DJMS, Reserve Component, was designed to pay Reserve and
Guard members for monthly drill pay. It is a positive reporting sys-
tem, which requires input to be made each month by the soldier’s
unit to certify drill attendance to initiate payment. In addition,
most active duty pay entitlements that a Reserve and Guard sol-
dier are authorized will pay automatically once input is made into
DJMS–RC, but some entitlements will not. Certain combat zone
entitlements must be input monthly by the Army finance office in
the deployed area and others must be input monthly by the home
station.

In the 1991 Gulf war, the Army transferred the pay accounts of
Reserve and Guard soldiers who were mobilized from the DJMS–
RC system to the DJMS–AC system. Since the pay system is not
integrated with the personnel system, a soldier’s duty status was
not automatically updated in the pay system. As a result, many Re-
serve and Guard soldiers continued to receive active duty pay and
allowances after they were demobilized. This caused millions of dol-
lars in overpayments, as cited in a 1993 GAO Report. To rectify
this situation, the Army made the decision in 1995 to keep Reserve
and Guard soldiers on DJMS–RC when mobilized in the future.
That business practice remains in effect today. It is a sensible prac-
tice, given the lack of integration between the DJMS–AC and
DJMS–RC systems.

The long-term fix to the pay problems that occurred during the
Gulf war requires both the elimination of two separate payroll sys-
tems and the integration of multiple military personnel and payroll
systems into one integrated system. The Department of Defense so-
lution has been the establishment of the Defense Integrated Mili-
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tary Human Resource System Program [DIMHRS], under the lead
of the Office of the Secretary of Defense, Personnel and Readiness.

To help mitigate some of the problems experienced by Reserve
and Guard soldiers during mobilization until DIMHRS is fielded,
DFAS has taken several positive steps. First, DFAS has developed
a Windows-based input system known as Defense Military Pay Of-
fice [DMO]. DMO uses common input screens and data for both
DJMS–AC and DJMS–RC, relieving some of the burden associated
with dealing with two separate pay systems. Second, DFAS has
pursued opportunities to add functionality to DJMS–RC to address
specific problems encountered during mobilization and demobiliza-
tion. For example, DJMS–RC has been enhanced to add leave ac-
crual for Reserve and Guard soldiers while they are on active duty.
Hardship duty pay-location will be added in April 2004.

Another major effort by DFAS is a single payroll system to re-
place DJMS, known as Forward Compatible Payroll System [FCP].
FCP is designed to be an interim solution until DIMHRS is fielded.
FCP will eliminate the two legacy DJMS payroll systems in effect
today. These aged legacy systems are very difficult to change to re-
flect new or modified pay entitlements. As a result, DJMS today
has numerous manual workarounds to compute items of pay, intro-
ducing both delay and potential errors into the payroll process.
FCP will automate these pay computations and thus eliminate
manual workarounds, speeding delivery of more accurate and com-
plete payments to our servicemembers.

In closing, Mr. Chairman, I want to assure you that DFAS is
committed to partnering with the Army and the Army National
Guard to continue improving and providing quality pay and cus-
tomer services to all the members of the U.S. Armed Forces and
their families. They deserve the very best.

Colonel James Leonard, Director, Army Military Pay, DFAS, is
sitting behind me and has no written statement, but will be avail-
able to answer any questions, along with myself, that the commit-
tee may have. This concludes my formal remarks.

[The prepared statement of Mr. Shine follows:]
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Chairman TOM DAVIS. Thanks to all of you and I will have some
questions in a moment.

I am going to start with Mr. Putnam and then go to Ms. Norton,
then Mr. Schrock, and then I will get in.

Mr. PUTNAM. Thank you very much, Mr. Chairman, and I appre-
ciate your calling this hearing. Certainly Florida has contributed a
tremendous share of the Guard and Reservists serving in Afghani-
stan and Iraq and it is a very important topic.

I have only been in Congress a very short period of time, 3 years,
and in that time, I have lost count of the number of hearings that
either the Shays subcommittee or the former Davis subcommittee
or my Subcommittee on Technology, Information Policy, Inter-
national Relations and the Censes—the former Horn subcommit-
tee—has held on the bureaucracy of the Pentagon and its repeated
failure to serve its men and women in uniform.

The impression that I have had is that you really don’t care what
the GAO reports say. You endure them and endure one or two fair-
ly painful committee hearings and then we move on but nothing
has changed. There are dozens of legacy systems in the Pentagon
for purchasing, for payroll, for HR, for personnel, for accounting.
The IG didn’t even submit a report to be in compliance with
FISMA, to have a scorecard on what IT assets you even have that
could then be implemented to correct payroll mistakes, to correct
HR mistakes, to avoid overbilling people.

I have struggled with how outstanding our military is in expand-
ing global reach and identifying targets and hitting those targets
with precision munitions that were developed with the brightest
and the best research and minds this country can collectively put
together in one laboratory and how lousy the bureaucracy can be.
It is the most interesting organization I have ever observed and
how it can be the best at so much of what it does and so bad at
all of the logistics that make the other things possible.

I say all that to lead into these questions. Four of the Virginia
Guard Special Forces soldiers were injured in Afghanistan and had
major problems with their pay and medical benefits extended be-
yond the end of their original mobilization orders. It would seem
the Army ought to go out of its way to make sure that we take care
of all our soldiers but particularly those who have been injured
fighting for this country. Is there a process in place, an ombuds-
man, a liaison to deal with injured soldiers and their families to
make sure they are not burdened by these mix-ups on payroll and
personnel issues? We will begin there. I suppose the GAO would
be the best suited to answer that.

Mr. KUTZ. I can start, Congressman. There is a process; it is a
documented process. It was revised, I believe, in February 2003,
but it is a complex process where numerous people have to sign off
to get what is called an active medical extension. With the four sol-
diers in Virginia, I think we found they were able to get their ini-
tial extension but then, because the process takes so long to fill out
the paperwork, they kept getting dropped off the system and not
only losing their pay but their medical benefits also.

So it is a process, it is complex, cumbersome, and we are looking
at that as an additional study for this committee to try to find the
root causes and see if there are some short-term and long-term rec-
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ommendations to fix it. I believe that it is a human capital and
process issue, not necessarily an automated systems issue from
what we have seen.

Mr. PUTNAM. You read a letter from a Florida National Guards-
man and the Virginia Guard soldiers were able to contact you.
What process is in place for them to know how to give some type
of feedback? How did they know to contact you and what process
did you use to followup with those individual soldiers?

Mr. KUTZ. They can contact us at what is called
fraudnet@gao.gov. It is kind of a hotline that we have that soldiers
or anybody in the government that identifies fraud, waste and
abuse or other issues can contact us, so some of these e-mails and
letters have come in through what is called our Fraudnet.

Special Agent Ryan manages that process and we will contact
these people, call them, e-mail them, if they are willing to talk to
us and possibly build cases for purposes of studies such as the one
we are doing right now for this committee with respect to the ac-
tive duty medical extensions. We have several dozen of those e-
mails that we are following up right now. That was one that just
came last week as I mentioned that I thought was quite compel-
ling.

Mr. PUTNAM. I see that my time has expired, Mr. Chairman.
Thank you very much.

Chairman TOM DAVIS. Thank you very much.
Ms. Norton.
Ms. NORTON. Thank you very much, Mr. Chairman.
I would note that my colleague has indicated there have been nu-

merous hearings and, therefore, I want to once again thank the
chairman for bringing this to the full committee level. I don’t know
if that matters or if that helps. Usually shining the spotlight on
problems like this helps.

Mr. Chairman, may I ask that the January 18 article that talks
about the disproportional loss be added to the record?

Chairman TOM DAVIS. Without objection.
[The information referred to follows:]
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Ms. NORTON. The testimony has been largely a description of the
problem and a description of proposed solutions. As outraged as I
am about this, I am results-oriented. I certainly understand that
you confronted a crossover situation that was difficult, so I will
grant you that. This wasn’t something that could be handled with,
very frankly as I associate it, the usual efficiency of the Armed
Forces. I find the Armed Forces far more efficient, for example,
than Federal Government, so this really bothers me. It takes from
your reputation as far as I am concerned.

You have an interim solution and I wonder if any of you can tell
me or report to us any specific improvements that have occurred
since any date you will name as a result of the efforts you all say
are being made. If you will give me an ‘‘x’’and then give me a ‘‘y.’’
You can give me units, you can give me overall Guard situation but
can you report any improvements that are measurable over any pe-
riod of time that you can name?

Mr. GREGORY. Ma’am, I would tell you that in Mr. Shine’s testi-
mony he referred to our experience with the Persian Gulf war. I
can tell you that what we had done at that time was with the two
existing systems we had, one from the Active component and one
for the Reserve component. We would take Reserve component
members and we would transfer them from the Reserve component
system.

Ms. NORTON. I said measurable. I can understand there have
been a lot of machinations. I want to know if you can say even in
a single company it was this and now in that company it is that.
That is why I say you are telling me about the proposed solutions.
I want to know whether there have been any improvements that
you can name that are measurable and documentable?

Mr. KUTZ. Representative, I can give you a few from the stand-
point of the followup we did to prepare for this hearing. We had
a week but we tried to contact all seven units that we looked at
before. There are still a lot of the problems that we identified in
the fall that have not been corrected. However, there are certain
problems that have been corrected. We found hundreds of different
pay problems, so some of those I can report, for example, some
problems from the West Virginia Army National Guard Company
we looked at have been corrected and several from the Colorado
220th Military Police Company have been corrected. However,
there are a lot of others that have not and Major Chavez will be
telling you probably the most troubling one as part of his opening
statement for his panel.

Ms. NORTON. Could we try to get at the reason beyond the tech-
nological reasons for the problem with the interim solution? Who
are the payroll employees here? Are they members of the Guard
themselves, are they civilians, how are they trained? Who are these
poor people who have to manage the situation at the gut level dur-
ing the period of transition, who in the world are they and what
assistance are they given since they are the ones who get beat up
first? They never get to your level. I would like to know more about
them, what assistance or training they are getting? Who are they?

Mr. GREGORY. Ma’am, in the Army the pay technicians can be ci-
vilians at U.S. property and fiscal offices in each of the States and
territories as in the District of Columbia or they can be folks at our
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Reserve Center up in Ft. McCoy. They can be civilians and in tac-
tical units, they can be soldiers, military folks, out in tactical units
deployed in Iraq and Afghanistan and other places. They receive
training, they receive unit training, they receive organizational
training and in addition to that, since 2002, we have a list and we
can submit that for the record, as to who has been visited and who
has had that training, intensified training over and above the oper-
ations that are normal training because as we prepared for these
events, both Iraq and Afghanistan, we went out and did additional
training. There is training that has been completed from fiscal year
2002 up to now and there is additional training scheduled in 2004.

Ms. NORTON. If there is intense training, how do you account for
the continued problems that arise over and over again in these
units?

Mr. GREGORY. Ma’am, in one case, and I think that is the case
you are going to hear later from the Colorado National Guard, is
the fact that a human error was made when the soldiers came back
from Afghanistan. Rather than doing an action that is defined as
a curtailment of their active duty, which means back into reserve
status off active duty.

Ms. NORTON. Is it your testimony that all this is human error?
Mr. GREGORY. Ma’am, my testimony is the example that I am

giving you is human error.
Ms. NORTON. But I am after some systemic information here.
Mr. GREGORY. Ma’am, the systemic information is that as I said

in my testimony, this is a truncated and stovepiped process that
begins with personnel input, personnel transactions in a non-inte-
grated process that then have to be passed to the finance process
that affects pay. There are ramifications of that which say it is
manual, it is error-prone, and mistakes are made.

Ms. NORTON. My time is up. You are now describing the problem
again for me. I am very sympathetic. I want to know if it is person-
nel. I want to know if it is something. Mr. Kutz.

Mr. KUTZ. As I mentioned in my opening statement, I think it
is a combination of people, processes and systems. The error that
Mr. Gregory described was initially human but the system exacer-
bated it in that the debts that I mentioned, the $48,000 debts that
were issued to those soldiers erroneously, there were no system
edits in place at DFAS to prevent those from going out, no human
being looked to see that this is obviously an erroneous debt and
they could have stopped that problem right there.

Ms. NORTON. So once you put it in, it is not checked to see if it
is correct?

Mr. KUTZ. In that case, yes.
Ms. NORTON. All I am interested in doing is isolating some of the

causes of the difficulty. For example, if one of the things we did
was to put people whose job it was to check up the line until you
get to the end of it when it is harder to check because the error
has then been passed on, we might get toward some kind of remedy
here. I am very much interested in remedy rather than countless
hearings which beat up on you all. I would ask you to consider the
notion of something that we do in other aspects of life in different
ways. Computer errors, for example, happen all the time and you
are going to find that when you get to DIMHRS, you are going to
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find those kind of errors. To the extent there can be people who
check all the way up the line, it seems to me that we would be
doing a service for those who are injured and for the reputation of
the Armed Forces.

Thank you, Mr. Chairman.
Chairman TOM DAVIS. Thank you very much.
Mr. Schrock.
Mr. SCHROCK. Thank you, Mr. Chairman.
First, let me say I want to identify myself with most of the state-

ment by my friend from Florida. I agree with him that we can cre-
ate the finest weaponry and the finest platforms in the world and
let them hit their target with precise accuracy, yet when it comes
to the people equation we are sorely lacking. It seems to me that
the people skills are abominable right now. That is half of this
problem. We can go to war, we can plan and go to war in 3 or 4
months, but we simply cannot put these pay issues behind us. I do
have that report, by the way, Secretary Gregory, and it says in
here, in the near term 3 to 6 months, mid-term 6 to 36 months,
long range, 36 months plus. This is outrageous. This is absolutely
nonsense. We could be in three other conflicts by then and to what
point are these people going to stay and tolerate this stuff. They
are going to get out. We are not only going to have a recruiting
problem, we are going to have a retention problem. If I was one of
these folks, I would get the heck out because it is not worth it. I
almost agree with Mr. Putnam when he says you really don’t care.
How long does this have to go on? We have had these hearings over
and over and over again and something has to happen and it has
to happen quickly.

The General is absolutely right. Every single person we send
over there on Reserve, Guard and active duty have met the task
and they have met it beautifully. I have been privileged to be in
Afghanistan once and Iraq twice, and you cannot tell the dif-
ference. They are doing exactly what they have been trained to do
and they do it better than anybody has in the history of this coun-
try.

Why does it take 14 months for a guy to take care of a debt that
we said he had that he didn’t have? Poor customer service, bad
training, why does it take that long? Why does a kid have to get
on a plane with a box with his records in it to go get his problem
resolved and get shot at at the same time? Gentlemen, that is un-
satisfactory and we have to do something about it. We simply can-
not allow that to happen. It has taken 2 years to fix accounting
problems. Why? No integrated payroll process? Why? Separate pay-
roll systems for both Active and Reserve? There is no reason for
that. Frankly, I do thank GAO for this report.

Let me go to the question I have. The General Accounting Office
pointed out multiple times in their report potentially hundreds of
organizations and thousands of personnel could get involved in ad-
justing and setting in motion various alterations to the National
Guardsman pay status. They also pointed out that the component
responsible among active Army, National Guard Army and DFAS
for taking the required actions was not clear. I can assure you in
my two and a half decades in the Navy, it was always clear to me
that I was responsible for the health and well-being of the people
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who worked for me and the men and women assigned to me and
that ensuring the smooth performance of pay and personnel system
issues was critical to their ability to perform. I would suggest that
many, if not all, officers and enlisted personnel in the military
today agree with me. I certainly didn’t have these problems in the
2 years I lived in-country Vietnam and I don’t know of anybody
that did. They probably did but not to the extent now.

My question is, given the poor performance of this system, who
is responsible for ensuring that when a soldier is called up and de-
ploys, that he or she is receiving the correct amount of pay? Who
is charged with being an advocate in ensuring the system works?
My observation is that until we clearly assign this responsibility,
this problem is going to continue. I would appreciate comments
from all of you.

Mr. GREGORY. Congressman Schrock, I would say that each and
every one of us is accountable and we have a process that is out
of whack with reality. We have a process, for example, in the case
of a Guardsman, we have the home station and the U.S. Property
and Fiscal Office that is responsible to make sure that pay record
for that soldier, National Guardsman, who is going to deploy is ac-
curate and has all the information in there with regard to entitle-
ments, and so forth. When that soldier then goes to a mobilization
station, there is responsibility at the mobilization station to make
sure that the input is made to the pay system to ensure, for exam-
ple, that certain entitlements kick in when they are supposed to
kick in by law. When that soldier moves from that mobilization sta-
tion to the theater, again, there are entitlements that have to be
changed, that have to come into play given time, for example, haz-
ardous duty pay location, and that input has to be made.

Along the way, you start with a National Guardsman, you start
with the accountability for that National Guardsman to make that
pay input correctly. You then follow with an active duty Army civil-
ian and/or soldier who is responsible to make the input for the enti-
tlements as they move from home station to mobilization station
and then to in-theater. At that point in time, DFAS has to receive
inputs from those of us who are part of this partnership, the Na-
tional Guard and the Army. Once that input is provided, then it
is DFAS’ responsibility to see to it that the pay system reacts to
that.

Mr. SCHROCK. Is it a series of people that are providing this in-
formation?

Mr. GREGORY. Sir, it is.
Mr. SCHROCK. As I said, thousands of people are getting their

hands on this thing and obviously somebody is not competent, obvi-
ously somebody is not trained, and obviously they need to have one
person working on each person’s personnel record, including pay, so
that this doesn’t happen.

Mr. GREGORY. Sir, I agree with you.
Mr. SCHROCK. Then why isn’t it happening?
Mr. GREGORY. Sir, it is happening.
Mr. SCHROCK. Why isn’t it getting fixed?
Mr. GREGORY. Sir, we are working to get it fixed. I would tell you

that when we started to get rid of all of the people involved in this
process, the numerous, various people from different organizations
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and different places—the issue has to be that you need an inte-
grated process and an integrated system to support it. That means
when soldier whatever, Major Mendez, for example, gets activated
to get deployed.

Mr. SCHROCK. I think it is Chavez.
Mr. GREGORY. Chavez. Excuse me. When that happens, bringing

him on active duty happens from a personnel order transaction. At
that time, the personnel and the process and the system supporting
that action, when it happens to personnel that kicks of what hap-
pens in the pay system. You can get rid of the people and the train-
ing requirement and all the hands involved in that process. We rec-
ognized this several years ago and the Department of Defense has
granted and has started the effort with the Defense Integrated
Military Human Resources that is going to affect all services, all
components in all services, that would result in that input coming
from a single transaction that initiated the personnel transaction
of starting Major Chavez on his active duty.

Mr. SCHROCK. But you know, Mr. Secretary, little more than 2
years ago, September 11 had not even happened. Afghanistan
hadn’t happened. Iraq hadn’t happened. Now they have all hap-
pened and successfully. Yet the pay system for the kids that have
made this work are still screwed this work and I think that is un-
conscionable, I think that is unforgivable and I think that is incom-
petency at some level, somewhere, and simply has to be fixed.

I am sorry, Mr. Chairman. I am out of time but I have a lot
more.

Mr. KUTZ. Can I add one more thing to that?
Mr. SCHROCK. You can.
Mr. KUTZ. I got to meet a lot of the soldiers down at Fort A.P.

Hill which is near Fredericksburg, as you are aware. One of the
things they told me, I may butcher this the way I say it, but each
of the soldiers there and I think in Colorado, and Major Chavez can
tell you this too, carries what they call an ‘‘I love me’’ file or some-
thing like that which they feel it all falls upon them at the end of
the day and that the soldier is the one responsible and until this
process is fixed.

Mr. SCHROCK. But it shouldn’t be.
Mr. KUTZ. I know it shouldn’t be but I am just trying to answer

your question. Right now, I think that is where we are today, that
the soldier feels they are responsible at the end of the day and they
have to carry around this ‘‘I love me’’ file with them to make sure
all their pays are done correctly. So that is why we need to get this
fixed.

Mr. SCHROCK. As you can tell, I am passionate about this but I
lived in a uniform for two and a half decades so I understand the
process. This stuff never happened to me or anybody I ever knew.
We are in times now unlike any when I was active duty. These
kids are put in harms way in a greater way than I ever was and
we have to make sure this gets fixed or we are going to lose them.

Thank you, Mr. Chairman.
Chairman TOM DAVIS. Thank you very much.
The gentleman from Massachusetts, Mr. Tierney.
Mr. TIERNEY. Thank you, Mr. Chairman.
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I think the Members who have already spoken have pretty much
encapsulated what many of us probably feel and want to say. It
strikes me that this need for resources in the area of personnel and
for IT is a little bit ironic since even our own Secretary Rumsfeld
has noted he thinks the size of our Department of Defense budget
right now and one time he expressed a need to terminate cold war
systems that were no longer directed to 21st century challenges, re-
dundant systems and things of that nature. The money certainly
is there within the overall DOD budget to put some of it over to
the support and systems that would support the men and women
doing the job.

The only question I have that might add something to what we
have already heard is, can any of you tell me what might have
been done since the release of this November 2003 GAO report on
the customer service end of things? How are our members of our
National Guard who may be experiencing a problem today being
better served in terms of taking some of that anxiety out of their
own, their spouses’ and families’ lives when an issue does arise?

General SCHULTZ. What we have done inside the Guard, as al-
ready mentioned is we have increased our training. Some of these
are soldiers’, some of these are civilians but we have taken on this
issue of understanding a complex pay system, looking after the sol-
dier in the process. Customer care is the topic of the question and
my sense is that through the Adjutants General, NTSA, the States,
territories, and the District of Columbia, what we have said is, this
is a priority for us. In spite of the fact the system is not friendly,
we are going to have to work our way through this until an in-
State or a target kind of software application comes to be. We have
taken that one on and each of the States has had increased train-
ing and awareness on the processes of the activity you asked about.

Mr. TIERNEY. What is your feeling for how that is progressing?
General SCHULTZ. Progress, but slow.
Mr. TIERNEY. Mr. Shine.
Mr. SHINE. I would just like to add that I think the best cus-

tomer service we can provide would be obviously not having the
problem to begin with. What we are trying to do, and I actually
agree with your statement that it is almost unconscionable that the
systems are not able to keep pace with modern events today. The
reality is when we first started seeing large numbers of reserve
component soldiers, sailors and airmen being mobilized during the
Bosnia-Croatia conflict, we recognized then that the system was
not up to what it needed to be. The Department’s solution was
going to be the DIMHRS program, the Integrated Pay and Person-
nel Program. When that didn’t come along as fast as we wanted,
we fully recognized we needed to do something.

There are two things we are doing. First of all, we developed the
interim system that we call Forward Compatible Pay and we are
very, very optimistic that is going to be up within about a year.
While we would like to see it come sooner, the reality is it is prob-
ably going to take that time to develop a system of this magnitude
but we can input the Active and Reserve component into one sys-
tem, we can produce a pay statement that is understandable. The
GAO found that the statements in many cases are unreadable. The
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statement will be very readable for these individuals. We feel that
is a very positive step.

The second thing we tried to do is while the current system is
going to be with us for a while, it is manually intensive. That
means it is a high risk proposition and that increases the possibil-
ity of human error. As Mr. Gregory described a few minutes ago,
there are a lot of people that have to touch it as the soldier goes
through the process. While I understand that is one of the weak-
nesses of the system, I think we also need to keep in mind that
it is also one of the strengths. By that I mean soldiers are in a very
dynamic, fluid situation today. They don’t know if they are going
to be doing drill training in their home State this month, if they
are going to be on active duty training the following month, if they
are going to be deployed overseas the following month. Because of
that, I think it is important that we have a system that allows
them to be able to be serviced as they move through those various
stages of either training or deployments. So the system was de-
signed to do that but it does spread the responsibility over a large
frame.

General Schultz, Mr. Gregory and I have joined together in part-
nership. You see displayed over here the 49 action items that we
have agreed on that we are going to work and we have already
started to make some changes to the system in effect today, not-
withstanding it is fraught with complications. The training we
have already done to the people at the mobilization and demobiliza-
tion stations which is really the genesis of fixing pay problems, and
also the additional training, we partnered with the Army and sent
people over to the theater in Iraq and Kuwait to train members
there and also people from Afghanistan who came down and re-
ceived that training. Some of the situations the GAO found where
the reserve component soldiers were actually turned away from the
Finance Office’s example because people were not trained to handle
reserve component entitlements. We think those things are a thing
of the past because of the positive things we have done here in just
the last few months.

Mr. TIERNEY. Who was contracted to do the hardware aspect of
any of the changes being made in terms of getting the proper tech-
nology that you need and who is doing the actual training? Is it
being done in-house or is it being outsourced?

Mr. SHINE. We are doing the training ourselves. We have subject
matter experts in that. It is just a matter of making sure the peo-
ple at the site, whether a mobilizationsite, a demobilizationsite or
an in-theater deployed tactical finance office, the people are there,
we just needed to make sure they had the proper training to do
what they needed to do.

In terms of the system that we operate today, the Defense Joint
Military Payroll System, that is a Government-operated system.
We have Government civilians who actually do the software. For
the Forward Compatible Payroll System, we are actually using
what is known as commercial off-the-shelf software. We are having
to make some updates to it because of the unique requirements im-
posed on us because of the unique military requirements.

In the DIMHRS system, our ultimate system, we have also
bought commercial off-the-shelf software and we have hired a com-
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mercial contractor to be the developer/integrator to implement and
field that in the Department of Defense.

Mr. TIERNEY. Who would that be?
Mr. SHINE. Northrop-Grumman was hired as a developer/integra-

tor, sir.
Mr. TIERNEY. Thank you.
Mr. GREGORY. Congressman Tierney, to your questions about

customer service, I would like to also add that in the Army Re-
serve, a couple of items dealing directly with customer service. In
the Army Reserve, they have the central facility at Ft. McCoy and
what they have done is establish two separate help lines. These are
DSN help lines that can be called from anywhere in the world. One
is an individual customer, the soldier question or the dependent or
the family member can call this help line and get questions an-
swered. They have also established a help line from a technical
standpoint so that the technicians or the individual doing the pay
input or questions if they had questions about that, they could also
get the technical assistance from this help line.

In addition, we developed a standard flyer and it is a front to
back and I believe that is included in the package we provided you
and if it is not, we will make sure you see it, and it is also sent
to his unit and his leadership like the First Sergeant and so forth
would have ready access to what their entitlements are. For exam-
ple, if you are in this location, these are the entitlements you have
a right to, to keep them informed and keep them advised.

The Defense Finance and Accounting Service also provide our
pay account access called MyPay and so through the Internet any-
where in the world, they can get in and see their pay account and
have access to it. In addition, the individual’s family member,
spouse, whatever, also has a read-only access to that same MyPay
customer kind of question.

Mr. TIERNEY. Thank you.
Mr. SHAYS [assuming Chair]. I thank the gentleman.
Mr. Lantos, you have the floor.
Mr. LANTOS. Thank you very much, Mr. Chairman.
Before I ask some questions, let me pay public tribute to you for

the extraordinary series of hearings you have been holding as our
chairman. You have performed an enormous public service and I
want you to know how much many of us appreciate it.

Mr. SHAYS. Thank you.
Mr. LANTOS. The report we are considering raises serious con-

cerns about the ability of the brave men and women of the Na-
tional Guard to receive their proper paychecks when they have
been activated to service in the defense of our country. I am par-
ticularly concerned about the findings that the California Army Na-
tional Guard Military Police had experienced delays in active duty
pay for up to 3 months. This is unfortunate and I am pleased we
all agree it is unacceptable.

This report obviously details problems members of the National
Guard have experienced with the active duty pay system but it also
highlights the problems that the pay gap can cause to the families
of the Guard. It is bad enough that many activated National
Guardsmen and women suffer a loss in family income when their
spouse is activated but it is unconscionable that these same fami-
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lies are not even able to receive the military paycheck that their
spouse is often risking his or her life for.

As some of you may know, I have legislation pending to close the
pay gap. I have a number of questions and I would first like to di-
rect one to General Schultz, if I may. Sir, you have a long record
of commendable service to our country that has involved duty as
active military and as activated National Guard. I am curious to
learn your thoughts about the following situation.

Suppose you had two E–3s in Iraq, one was National Guard and
the other active duty military. If the employer of the National
Guardsman has decided to pay his employee the difference between
his civilian salary and the salary of an E–3 as over 400 employers
to date have decided to do, is it your opinion this would cause ten-
sion between the Guardsman and the full-time military soldiers?

General SCHULTZ. My sense is it would not cause tension.
Mr. LANTOS. I appreciate that, sir. A second question. There have

been numerous reports that the Reserve components will suffer
from retention and recruitment problems. What is your opinion of
the immediate retention of the National Guard and do you think
that any retention problems are directly connected to the pay prob-
lems being experienced?

General SCHULTZ. Across the Army National Guard today, the
units with the lowest turnover are those that have already been de-
ployed and are back home. Units with the highest retention in the
Army Guard today are in fact those that have deployed. I wouldn’t
even suggest that all is well and we can get through the next year
without some concern about the retention of the soldiers that are
now in Iraq, Afghanistan and stationed around the world. So reten-
tion is an ongoing item of interest for us, for me personally an item
of concern, and the issues of pay, soldier well-being, family well-
being, no doubt is on the top of their list as it reasonably should
be. We have not seen retention concerns in terms of unit readiness
to date.

Mr. LANTOS. Let me pursue that because I don’t think your an-
swer is as clear as I think it should be. When you have an individ-
ual called up and sent to Iraq, this represents family disruption
along many lines, we agree on that?

General SCHULTZ. We agree.
Mr. LANTOS. If the income of that family drops by 70 percent,

does that add to the pressures, does that add to the problems that
the family faces?

General SCHULTZ. Yes, it does.
Mr. LANTOS. So closing that gap would improve the moral of the

individual involved?
General SCHULTZ. In my opinion, yes.
Mr. LANTOS. Thank you, sir.
If I may turn to Mr. Shine. The report outlines many of the dif-

ficulties that members of the National Guard have encountered in
getting their proper paycheck. In your opinion, how likely is it
given the current system that the DFAS could provide the total sal-
ary base military pay allowances and special pay so that any em-
ployer who wanted to pay his activated National Guard the dif-
ference between their military and civilian salaries would be able
to determine if any pay gap existed?
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Mr. SHINE. DFAS in fact does have the capability to provide that
information either electronically or in hard copy. We would have to
investigate if there are any privacy issues that would result from
it being released outside the Department of Defense but we have
the capability to answer your question.

Mr. LANTOS. So your testimony is that if I am an employer who
is civilized enough and far-sighted enough and patriotic enough
that I wish to close the pay gap, you can provide me with the infor-
mation so my employee now on duty can continue receiving his pre-
activation salary?

Mr. SHINE. We have that capability, sir, but like I said, I would
just add the other caveat that I would have to explore to determine
if there are privacy issues in releasing that information to a private
employer. But to answer your specific question, the capability does
exist, yes, sir.

Mr. LANTOS. I appreciate your answer and General Schultz’s an-
swer.

Let me just say, Mr. Chairman, I very much look forward to your
co-sponsoring my legislation which is the most non-partisan legisla-
tion introduced in this session of Congress. Our National Guards-
men and Guardswomen and Reservists are Republicans and Demo-
crats or Independents. We are calling on them to make a major
sacrifice as they are activated. We are calling on their families to
make a major sacrifice and to add to the obvious complexities and
difficulties that activation means for families, to add a financial
burden on top of that, I think, is unconscionable. I intend to see
Secretary Rumsfeld and the President on this issue and I hope we
can move in a bipartisan fashion because this is the least we can
do for our military.

Thank you, Mr. Chairman.
Mr. SHAYS. I might add that you will have a better chance seeing

them than I will.
Mr. Schrock.
Mr. LANTOS. Let me try and arrange an appointment as well.
Thank you, Mr. Chairman. [Laughter.]
Mr. SHAYS. Thank you.
Mr. Schrock, I am going to go back to you. I have some questions

but I am going to wait.
Mr. SCHROCK. Let me thank my friend from California. I really

enjoyed those questions. The only problem is those people who are
self-employed have a real difficulty because they don’t have an em-
ployer to make up that difference. I know of a couple in
Westerville, OH, he owned two restaurants, she was an accountant.
He is a Sergeant Major in the Reserves. He has been in Iraq for
over a year and is being extended. When I talked to his wife last,
they had put the businesses on the market and are about ready to
put their house on the market because they are going under. That
is a huge problem and that is something we should not allow to
happen in this country, but I appreciate what you are doing.

Mr. LANTOS. May I respond to my friend?
Mr. SHAYS. Absolutely.
Mr. LANTOS. I fully agree with my good friend and I would be

delighted to work with him to improve my pending legislation to
make provisions at some reasonable level for the self-employed. I
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think you have raised an extremely important point and I appre-
ciate your interest in this issue.

Mr. SCHROCK. Thank you. Let me ask one more quick line of
questions.

Observations in the GAO report that both military pay offices
and U.S. property and fiscal offices charged with adjusting Guard
pay accounts in preparation for deployment were not adequately
trained on the extensive pay eligibility or payroll processing re-
quirements used to provide accurate and timely pays to Army
Guard soldiers. While this is an administrative matter, their poor
performance leads not just to creating havoc in the personal lives
of these soldiers and their families when they do not get paid but
erodes their operations and performance as we know by distracting
them. If we are going to rely on a total force concept, this must be-
come a readiness issue.

We kind of addressed this earlier but I would like to go into more
detail. Are the correct people charged with getting our Guardsmen
paid? If not, should National Guard systems be merged with active
duty systems and handled by a single organization to which train-
ing can be focused? Otherwise, a simple administrative require-
ment will become a hindrance to readiness. I know it was touched
on but I would like to know what your thoughts are.

Mr. GREGORY. The first reaction I would have is with regard to
the National Guard. Each one of the 54 individual States, terri-
tories and the District of Columbia has that responsibility today for
their own people. I don’t know that centralizing that, given today’s
environment, would make things better. I don’t believe it would. As
a matter of fact, I think it would slow the already slow process
down even more.

In the future, with what is already working as far as the For-
ward Compatible Pay System that will come on board before
DIMHRS and being designed so that it comes on before DIMHRS
and then the DIMHRS process, I would say within the Guard each
one of the States and territories initiates its own personnel actions.
I would say once that process changes so that each one of the 54
States and territories and the District is providing their individual
personnel input data into the system which is integrated and will
cause the same transaction to happen in pay, I think it is better
off at the PFOs.

Mr. SCHROCK. I probably know the answer to this but active
duty, we are not having that pay problem with them?

Mr. GREGORY. You have less of a problem but I would tell you
that what GAO found with regard to the current pay processing
system also happens and also affects the active duty. It does to a
lesser degree because there is less fluctuation, less change, there
is not a ‘‘mob’’ and ‘‘demob’’ kind of process.

Mr. SCHROCK. When it comes to combat pay or hazardous duty
pay, those issues may get goofed up a little bit in the active duty
as they do with the Reserves?

Mr. GREGORY. Yes, sir, because a soldier at Ft. Campbell doesn’t
get hazardous duty pay when he is at Ft. Campbell but when he
deploys, and I am sure the GAO will support, when he deploys we
have to make sure that change happens and it is going to happen
in-theater because of when the change has to happen.
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Mr. SCHROCK. Thank you, Mr. Chairman.
Mr. SHAYS. Thank you.
I think I will recognize myself and then Mr. Turner, I will recog-

nize you.
I would like to read part of my statement and then I have some

questions. I don’t intend to read all my statement. I will say, I
don’t think we had an idea that the Pentagon’s Byzantine, leaky
financial supply lines would stretch from Bridgeport to Baghdad
but today with the Guard and Reserve units playing indispensable
roles in Afghanistan, Iraq and here at home, fixing pay and allow-
ance calculations is no mere bookkeeping challenge. Timely, accu-
rate compensation is now a critical element of readiness, retention
and morale. I think you gentlemen understand that.

When you talk about fully 94 percent of the soldiers in the six
National Guard units audited by GAO encountered problems with
earning calculations during one or more steps of their mobilization,
deployment or demobilization, that is not just a significant rate of
error, it is a virtual systematic meltdown of critical support func-
tion that will be tested to meet the demands of the massive troop
rotation now underway. Army units cannot wait for the deployment
of grand strategies and global computer architectures, solutions
have to fix problems today and build today the simpler, integrated
systems envisioned for the long term and I think your testimony
recognizes that.

The men and women of the Guard don’t serve for the money but
paying them for what has been promised is a debt of honor we owe
to those who volunteer to do democracy’s most dangerous work. If
you feel the passion on the part of Members, I think we feel we
have a role to play which is an understatement—we sent them
there.

Inaccurate deployment pay is just one way the Army of One does
not always fight as one army. Shortages of mission-critical equip-
ment like armored vehicles limit access to training facilities and
prolong deployments, undermine the unquestioned determination
and zeal Guard and Reserve units bring to the fight.

I have to tell you I have constituents who have described literally
the challenge they have right now getting their Humvees to have
armor and knowing that 26 Army National Guard have lost their
lives, I just am haunted by wondering if some of them lost their
lives because they didn’t have the proper equipment that others in
the military have. I could understand that the National Guard
would be hand-me-downs when it came to what they trained in in
the days that they weren’t sent off to battle but now, I am also
haunted by the fact that we have literally treated them as a dif-
ferent Army. So I think this pay issue is symbolic of something
that goes much deeper.

I would like to ask how representative of the six units in the
GAO of all Army Guard personnel pay problems is this 94 percent
pay statement inaccuracy in the rest of the Guard?

Mr. KUTZ. I don’t think anyone knows that. We found the over-
seas deployments had more errors and the duty folks in common
if they would concur that would be more systematic but the process
they are operating under is broken in many ways and the Depart-
ment recognizes that, so similar types of errors are occurring. As
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I mentioned earlier, we are continuing to get e-mails and talking
to people as part of our subsequent work, seeing that many of these
problems persist today.

This is a systematic problem, there are lots of errors out there
and those errors sometimes linger. One small human error such as
the one that Major Chavez is going to describe in his statement can
cause a chain reaction of something that now has taken 14 months
and has not been resolved.

Mr. SHAYS. Let me say to all of you, we know you are dedicated
public employees and we know you don’t like this any more than
we like it but I think we believe that it has not gotten the attention
it deserves because other things have been given higher priority.
Hopefully that will have ended.

Why were these problems not uncovered through Department of
Army oversight? Why did it take GAO?

Mr. GREGORY. I would say that GAO certainly added definition
and scope to the problem. I would say we did know we had those
problems. I would say that because we started corrective actions
before we even had the GAO report. I would tell you that the prob-
lems specifically in the GAO report are just that, very specific. We
know we have had problems. Back in the mid-1990’s, we knew we
had a major problem with the fact that we had two separate pay
systems. We knew we had a problem with the fact that we had sep-
arate, stovepiped, non-integrated personnel and payroll systems
that caused manual input of many people at many locations which
meant generically errors and slowness and responsiveness to give
the right pay timely to every soldier. We knew that.

I will tell you honestly, there are different priorities for different
things. We suffer sometimes with that difference in priorities and
there are things we would love to get to and love to get to quicker
and we don’t. I would also tell you that before DIMHRS, which is
now a very important process that, because of its complexity, has
experienced 3 years of delay. In lieu of and in recognition of that
delay, that is why the Army and the National Guard and the De-
fense Finance and Accounting System got together to pre-work on
the Forward Compatible Pay System.

Mr. SHAYS. We have had Guardsmen who have been bounced
around from one unit to another. Who can I tell a Guardsman to
call when they have problems knowing they will be helped imme-
diately by someone who has access to all their relevant paperwork?

Mr. GREGORY. For all their relevant paperwork.
Mr. SHAYS. If we get a call from a Guardsman and we want to

help them, who can we tell them to call or who can a Member of
Congress call?

Mr. GREGORY. I would go right back to the State and the U.S.
property and fiscal officer in that State.

Mr. SHAYS. That is the person that is going to take ownership?
Mr. GREGORY. Yes, sir. For a Guardsman in the State, the first

place to go if they have a problem and they came to you or if they
came to me, the first place I would go for the status of their pay
record would be the U.S. property and fiscal officer.

Mr. SHAYS. Not just the status, we want the problem resolved.
Mr. GREGORY. That is where I would go.
Mr. SHAYS. Tell me the name of the individual again or the title?
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Mr. GREGORY. The U.S. property and fiscal officer who is in each
one of the 54 States, territories and/or District of Columbia.

Mr. SHAYS. You believe their problem would be solved?
Mr. GREGORY. I believe that would be the initiation of the prob-

lem resolution and if that problem resolution through the U.S.
property and fiscal officer’s records and audit trail for that individ-
ual soldier would lead either to the Department of the Army being
the cause of that problem or the Defense Finance and Accounting
Service being a part of that problem, that is where that USPFO
knows to go.

Mr. KUTZ. I would say that is correct. They have the capability
to solve the problem. They are not all equally of the same quality,
training and ability to do so. We did see differences in the quality
of people in the different States. That is one of the things they are
looking at, getting better training out there for these folks.

Mr. SHAYS. Mr. Turner, I would recognize you at this time. I
have a meeting to go to and I will come back. I would have you
take the dais up here.

How long do you think it is going to take to solve this problem?
Mr. GREGORY. This problem won’t be solved until we have an in-

tegrated process and a system to support it.
Mr. SHAYS. How long will that take?
Mr. GREGORY. It is going to take at least 3 or 4 years. It will take

3 years to get the integrated system up and deployed and it will
take another to get accustomed to that system, people using it cor-
rectly. But before that, we will have a new pay system and that
is why we took the action we did.

Mr. SHAYS. I would like to suggest that you think of having an
ombudsman for the National Guard so that when someone calls
their particular unit, they don’t get the kind of response, that there
be one person and if there is that person, I would like to know
about it. There needs to be one person that can be aware of all the
screw-ups that happen. If it is going to take 3 or 4 years, you’re
going to need a manual process to sort this out for some people.

Mr. GREGORY. Yes, sir. We will do that.
Mr. TURNER [assuming Chair]. I want to apologize for not being

here at the beginning of the hearing. I am also on the Armed Serv-
ices Committee, which is currently having a hearing on issues re-
lating to service levels in Iraq which also includes issues of Reserv-
ists and the Guard.

To follow on with the comment from Mr. Schrock, I too in my dis-
trict have an individual who has lost his business, was self em-
ployed and received a highlight on the struggles of his spouse on
his deployment and related to the ability to get assistance while he
has gone through what are absolutely governmental processes. The
one thing that strikes me from hearing her story and having talked
to her and then reading the information of the failure to provide
appropriate pay is the burden not just on the Reservists and Na-
tional Guard themselves but also on the families who many times
are probably left with the responsibility of sorting this out, not only
the financial burden of the impact of this.

In hearing her story, it seems to me that we haven’t done enough
to have an entry point where spouses and family members can
have an advocacy and assistance process when problems like this
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come about. I would like you to address the issue of, if a pay prob-
lem like this has occurred, there is a deployment that has occurred,
the spouse is left behind with the responsibility for trying to sort
this out for the individual who is trying to focus on the task for
which we have deployed them, what particular assistance might be
available to them that could help them through this process so that
they are not just left feeling separated from their loved ones and
also left with a significant problem. Mr. Kutz.

Mr. KUTZ. I think they can better answer that from the Depart-
ment, but we did see that was a major source of concern of the sol-
diers, that they were in Afghanistan or Iraq and their spouse was
at home being left to deal with the problem. In some cases, there
were people there to deal with and in other cases there was a
source of frustration because they weren’t sure where to go or
wherever they went their problem was not satisfied. I think they
can speak more systematically to what support structures are in
place to handle families.

General SCHULTZ. We have 400 family centers across the Nation
today that were really created to do just what you are asking. That
would be a local point of contact, just a phone call away, local com-
munity. Now 400 won’t cover all the communities that are support-
ing our missions today, so in addition to the family centers we have
rear detachments in units that are currently deployed. Some of the
units that were deployed early on in Operation Iraqi Freedom and
Enduring Freedom that did not have rear detachments, so in fact
we uncover some armors, closed the doors and sent the units off
to missions, we had a gap at the local level but we have since re-
sponded to that so we at least have a local presence to get at that
first phone call from a local community to help with a person’s par-
ticular concerns regarding the payroll questions you asked.

Mr. TURNER. Do you have any information as to how effective
that is? If someone goes to one of these centers, is there a high-
lighted responsiveness on the part of the Army or the National
Guard offices? How effective is it if a spouse who obviously is now
burdened as a result of deployment to respond?

General SCHULTZ. Initial effectiveness was not good at all. We
didn’t have the presence in the communities. We have since created
training programs for the members that are staying back home.
However, I cannot understate the complexity of the question re-
garding our payroll system, so you have to get to at least the State
level, State headquarters, basically to work on the question of a
particular State, unique issues regarding the payroll because it is
a very complex process.

Mr. TURNER. One of the issues that has been important to me
and I know in many of these committees there have been discus-
sions concerning the lack of health care for the Reservists, National
Guard and the switch to TRICARE upon deployment. In the last
supplemental, there was an attempt to provide at least a beginning
look at how we can provide our National Guardmembers health in-
surance. I know as we look to the deployment and the pay issues,
switching of health insurance plans is also a difficult issue. As we
start talking about the prospects of expanding health care coverage
so that the National Guardmembers who do not have coverage
might have greater ease toward deployment, I am concerned in
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looking at the issues of the pay as to whether administratively the
Army would be able to handle this. Could you give me your
thoughts on the issues of how you are going to resolve this; if you
are given additional responsibilities to track, are you going to be
able to maintain these?

Mr. SHINE. I will try to take a shot at that. I can only give you
an answer from the experience we recently went through when we
enacted the Thrift Savings Plan that was originally designed as a
401(k) plan for civil servants in the Federal Government and ex-
panded it to include military personnel. Because of the payroll plat-
forms that we are dealing with, the Defense Joint Military Pay
System that exists today, basically 1960’s era COBOL-type coding,
implementing the Thrift Savings Plan, while we totally supported
and embraced the legislation and its intent, is extremely difficult.
It took us about a year and a half to actually do the programming,
to get it in place and even after it was in place, we did have a few
problems which we think we now have behind us.

While I would have to see the exact details of exactly what the
legislation would entail, I can just tell you that when we are deal-
ing with the current system, with the 1960’s COBOL based system,
major changes are somewhat difficult to incorporate. Just to am-
plify on your question, one of the things we think we will achieve
in the new objective system we want to move to, the Defense Inte-
grative Military Human Resource System, because of the architec-
ture on which it is based, we feel changes like that would be much
more accommodating.

Mr. TURNER. Thank you.
I will recognize Mr. Ruppersberger.
Mr. RUPPERSBERGER. Good morning and I want to apologize for

not being here at the start of this hearing. Had it not been for a
markup elsewhere this morning, I would have been here from the
gavel because I believe there can be no more noble effort this com-
mittee or Congress can do than assure our men and women in uni-
form that we care for them.

I would like to commend the leadership of this committee and
the subcommittees for initiating this critical report. I would also
like to commend both the GAO and DOD for their diligent efforts.
It is important to keep in mind that today’s hearing is not about
finger pointing or blaming, it is about learning how we can get bet-
ter at protecting the very service men and women who protect our
life each and every day. This report and this hearing are about
learning from our mistakes and caring for our soldiers better. In
reading this report, I was struck by one powerful truth. America’s
Reserves are no longer just weekend warriors. With the days of
compulsory service long gone, the precious gift of American democ-
racy is defended a lot by a voluntary force. The old notions of active
duty versus reserve components are just that, old.

Today’s Armed Forces serve side by side, men and women, full-
time, retired and Reserves. They go where they are told and carry
out missions they do not question. In return, these men and women
deserve to be treated well. They deserve to be paid fairly, accu-
rately and on time, and when mistakes occur, those in uniform de-
serve immediate resolution. Families hearing about casualties and
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wounded should not have to deal with payroll errors as well. This
is the United States of America and we can do better.

I agree with GAO and the DOD that these problems are complex
because the make up of our military is complicated. Various
branches, Reserve components, readiness statuses, and mobiliza-
tion options give the DOD enormous flexibility. The price of that
is inherently complex processes and procedures and there is still no
single fix to all these problems.

I share many of the GAO’s concerns but I have one this report
did not seem to address. There are seven Reserve components in
our Armed Services and this report focused on only one, the Army
National Guard. Are the problems highlighted in this report com-
mon to the other six components and if so, what is the DOD doing
to address the problems systematically? Are we merely ‘‘Band-aid-
ing’’ what requires more long range thinking?

From 1945 to 1989, Reserves were activated four times with
fewer volunteers and smaller mobilizations. Since 1990, the Re-
serves have been activated six times. The era of voluntary and Re-
serve forces is here; the old system employed by DOD must keep
pace. This is the new way of doing business in military readiness
planning. Our men and women in uniform are the best in the
world, fully committed, impeccably trained, and incredibly dedi-
cated. These mothers, fathers, husbands, wives, sons, and daugh-
ters put their lives on hold to keep us safe. We owe them better.

I am proud to serve with my colleagues on both sides of the aisle
to make sure we find a better way for our men and women in uni-
form. Thank you, Mr. Chairman.

[The prepared statement of Hon. C.A. Dutch Ruppersberger fol-
lows:]
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Mr. TURNER. Mr. Schrock, do you have additional questions?
Mr. SCHROCK. No.
Mr. TURNER. Ms. Norton, additional questions?
Ms. NORTON. No.
Mr. TURNER. Special Agent Ryan, could you please discuss with

us the context you have had from National Guard soldiers who
have contacted the GAO concerning pay problems and how do they
contact you? What process do you use to followup and investigate
their case? Can you give us some examples?

Mr. RYAN. After they had the last press conference, we started
receiving letters from Reserve National Guard. These letters were
sent to GAO’s FraudNet; this is where soldiers can e-mail their
problems, their complaints and ask us to look into things. We
record those, we read them, we try to get back to them. We find
systemic problems that exist and try to address that as part of the
work.

The additional work the committee has asked us to do on the ac-
tive medical extensions and travel reimbursements, we are getting
a lot of letters from soldiers saying they are having significant
problems. Within the last month, we have probably gotten over 50
letters. We try to address those. We have agents on the road right
now at some military installations interviewing the soldiers that
have problems with medical extensions. We have contacted soldiers
that have problems getting travel reimbursements and we have
contacted family members whose husbands have been deployed
overseas that are having problems with TRICARE, having prob-
lems getting health insurance, having problems getting doctors who
accept TRICARE and are following up on those items also.

Mr. TURNER. Thank you. I appreciate your perspective on that.
I have a question concerning DIMHRS. You were talking about

the process which I understand is the ultimate goal of payroll inte-
gration at the Department of Defense and currently has a start de-
ployment from January 2006 which I think is 12 months behind
the original scheduled roll-out. And there is some confusion in the
testimony as to whether or not you are on schedule for January
2006 or not.

Mr. GREGORY. At this point, January 2006 for initial operational
capability is the date that has been set, which means I don’t know
of any delays beyond that. As Mr. Shine said, we got a developer
and integrator, which is Northrop.

Mr. TURNER. Let us take that sentence for a minute. ‘‘I don’t
know of any other delays beyond that.’’ Certainly, for a project that
was to be done January 2005 to be pushed back 12 months to Jan-
uary 2006, somebody as of today knows whether or not your mile-
stones are being met.

Mr. GREGORY. They are being met today.
Mr. TURNER. As of today, all the milestones have been met for

completion by January 2006?
Mr. GREGORY. January 2006.
Mr. TURNER. You do not have any information that would indi-

cate that you were going to miss that date?
Mr. GREGORY. That is correct.
Mr. TURNER. That would be correct for anyone else who has in-

formation about this on your panel?
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Mr. SHINE. I have no other information than what Mr. Gregory
provided.

Mr. TURNER. Go ahead.
Mr. GREGORY. The key element here as far as the schedule and

as far as being on top of the schedule is the fact that the developer
and integrator, Northrop-Grumman, signed a contract for that de-
velopment and integration at the end of September last year. As
far as the status of that is concerned, they are on target with their
dates as of today.

Mr. TURNER. Can you detail for us again the dialog that has oc-
curred between you and the State Adjutants General and where
they are with all these payroll problems? What information is being
shared between them and between your office?

Mr. GREGORY. I did not speak to the State Adjutants General. I
worked with the National Guard Bureau, worked with General
Schultz and he is in direct contact with the Army National Guard
in all the States with all Adjutants General. I will defer that ques-
tion to him.

General SCHULTZ. We are in frequent contact with State head-
quarters specifically, and the U.S. Property and Fiscal Office is
really the location where the payroll responsibility lies. In that set-
ting, we deal with the staff of the USPFOs every day. So we are
working every one of the issues discussed here this morning with
the State U.S. property and fiscal officers.

Mr. TURNER. On an as problems arise issue or on a global issue
for being able to resolve this?

General SCHULTZ. Both.
Mr. TURNER. Mr. Ruppersberger, do you have any questions?
Mr. RUPPERSBERGER. Yes, a couple. Excuse me if I am repeating

things already asked.
First, in my statement I referred to the fact that there were six

other components that were not addressed in this report. Are the
problems highlighted in this report common to the other six compo-
nents?

Mr. SHINE. I will try to take on that one since DFAS has respon-
sibility for those other components in addition to the Army Na-
tional Guard.

Mr. Kutz has already indicated that GAO is doing a review right
now, similar to the one they just completed for the Army National
Guard, for the U.S. Army Reserve. Clearly we will have a better
understanding when that report is completed. The information I
can give you, I can’t quantify and put on a chart. I can just give
you the information we are receiving.

For the Air National Guard, we have not seen anywhere near the
problems that we have seen for the Army National Guard. The
U.S. Army Reserve, we have also not seen nearly the high fre-
quency that we have experienced with the Army National Guard.
For the Marine Corps, the Marine Corps is paid on a completely
different payroll system than the one we have been talking about
here this morning. It is an integrated pay and personnel system
called the Marine Corps Total Force System. As a result of that,
the Marine Corps has not experienced a problem with activation of
the Marine Corps Reserve. We are not responsible for paying the
Coast Guard, so I can’t comment on them. The Navy Reserve also
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has seen very few pay problems. The Navy Reserve has had a
much smaller call-up than the Army and Air Force have had.

Mr. RUPPERSBERGER. That is a good starting point for a question
then. What are the other groups doing that the Army is not. Is it
because of volume, because of the systems? What is the reason why
one component is not working as well as the other?

Mr. SHINE. I think I alluded to the fact the Marine Corps is a
different system, so I would definitely attribute the difference
there.

Mr. RUPPERSBERGER. What about that system is different?
Mr. SHINE. It is an integrated pay and personnel system, unlike

the one we use for the Army, Navy and Air Force which has two
distinct systems, one that pays an active component and one that
pays the reserve component. The reserve component system is real-
ly designed to handle monthly drill pay. It’s not really designed to
handle large scale mobilizations. That is what we are trying to
make it do right now which is the reason it requires so many man-
ual work-arounds which increase the probability of error.

Mr. RUPPERSBERGER. Because of the war, there was a tremen-
dous amount of volume the system wasn’t able to handle because
it was done on a monthly basis and now it is almost like an over-
load?

Mr. SHINE. Yes, sir, but I would go on to say the exact same sys-
tem that we use to handle the Army National Guard is also used
for the Air National Guard, also used for the Navy Reserve. I think
the difference is because they were mobilizing a fewer number of
people, they were mobilizing fewer sites. If I could relate an experi-
ence I think will amplify that: When we first started seeing large
scale deployments of Reserve components in the Bosnia-Croatia
timeframe, we were primarily mobilizing through one dedicated
mobilizationsite. While I won’t try to take away what the GAO has
reported here, I will tell you that, by and large, the home station
has the pay correct. When the soldier leaves the States and when
the mobilization station has trained people there to take care of ini-
tiating the active duty pay entitlements, we see a much, much
smaller problem with payroll problems once the individuals are mo-
bilized.

The other services that I was referring to, because they had
smaller numbers, were able to do it through a smaller number of
mobilizationsites which had people trained to do that. Because the
Army National Guard was having such a huge call-up, we had to
actually increase the number of mobilization sites—we had to have
21 different mobilizationsites. Some of the issues the GAO discov-
ered were because of the fact that people there did not have the
proper training.

The one thing I would like to add to that is that partnering with
the Army and Army National Guard with DFAS, we have now
made sure that all 21 sites are fully trained so they have the infor-
mation they need to do the mobilization properly.

Mr. RUPPERSBERGER. I can understand that explanation and that
is fine and we have identified the problem, but right now, what is
the long term plan to fix the problem?

Mr. SHINE. As we described earlier, the system fix, as Mr. Greg-
ory was saying, we have an interim solution that will be on board
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in about a year. The long term solution of an integrated pay and
personnel system is going to be a couple years behind that. In the
meantime, we feel, or at least I will speak for myself, I feel that
with the increased training we have done, we have a legitimate ex-
pectation that we are going to see a significant reduction in the
number of pay problems resulting because of better training we are
giving to those providing pay support to the Army National Guard
while they are in a mobilized status.

Mr. RUPPERSBERGER. Do we have outside vendors working with
us to try to work on the short term, long term basis?

Mr. SHINE. We are not using any. I can’t comment if the Army
or the Army Guard are.

General SCHULTZ. We do not.
Mr. RUPPERSBERGER. Do you think there is a necessity to look at

that if we can’t do it in-house and if we continue to have the prob-
lems?

General SCHULTZ. What we have done is work through the DFAS
and the Army financial staff and have partnered in a way that we
never have previously. My sense is we have the capability of fixing
what we are talking about, albeit a little slower than anybody is
happy with.

Mr. RUPPERSBERGER. When you are dealing with human beings
putting their lives on the line, we all want the same thing but it
is a matter of the right systems, a matter of leadership, holding
people accountable for performance, a matter of getting the right
technology and infrastructure in place. It is something I would
hope is considered a very high priority, not only for the National
Guard but for all the components there right now.

Mr. GREGORY. With regard to the technology piece, we mentioned
earlier the long term issue and the DIMHRS issue. I would say the
experience that we have with the Marine Corps’ older but in-place
system, the fact that it is integrated in both personnel and finance,
is a lesson learned for all of us. That is why, the Department of
Defense went to DIMHRS as a solution. It is more modern and it
is commercial, off-the-shelf. The question about outside vendors
and technology, that is a commercial, off-the-shelf, software-driven
system. And the Forward Compatible Pay System to get the pay
system fixed before DIMHRS is also a commercial, off-the-shelf sys-
tem.

Mr. RUPPERSBERGER. That is a good explanation. My only con-
cern would be because of the volume and if you look at a system
that works you want to hopefully learn from that system but there
are two different components because of the volume. Will the Ma-
rine system be able to handle the volume you are talking about?

Mr. GREGORY. No, sir. We are not going to the Marine system.
We are going to the principle of what the Marine system is based
on, namely, integrated personnel. One of the things we did to get
us to the system we are now in the process of developing was to
look at scalability and that is why that system of a commercial, off-
the-shelf solution was selected.

Mr. RUPPERSBERGER. Who is ultimately responsible to manage
this entire system and program in the DOD?

Mr. GREGORY. It is the Office of the Secretary of Defense, Person-
nel and Readiness.
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Mr. RUPPERSBERGER. But who is assigned to oversee and to work
through? There needs to be a boss who is overseeing.

Mr. GREGORY. Right now it is Mr. Able.
Mr. RUPPERSBERGER. What do you mean right now? What is Mr.

Able’s background?
Mr. GREGORY. I don’t know.
Mr. RUPPERSBERGER. He has experience and expertise in man-

agement and also in working in these systems?
Mr. GREGORY. He has a staff that does that.
Mr. RUPPERSBERGER. Thank you.
Mr. TURNER. If there are no other questions by members of the

committee, we are going to dismiss this panel. I want to thank you
for testifying. We will ask that you please stay for the testimony
of the second panel so that you can hear their statements and also
that you can remain available for questions that Members might
have at the end of that panel. We thank you for your attendance
today.

We will now move to our second panel. Our second panel consists
of Major Kenneth Chavez, Unit Commander, Colorado Army Na-
tional Guard, B Company, 5th Battalion, 19th Special Forces.
Major Chavez’ unit was one of the six units contained in the GAO
Army Guard Pay Study. We thank him for coming today to be a
part of this hearing.

[Witness sworn.]
Mr. TURNER. In order to allow time for more questions and dis-

cussions, we are going to ask that you limit your testimony to 5
minutes. All written statements will be made a part of the record.

Major.

STATEMENT OF MAJOR KENNETH CHAVEZ, UNIT COM-
MANDER, B COMPANY, 5TH BATTALION, 19TH SPECIAL
FORCES, COLORADO ARMY NATIONAL GUARD

Major CHAVEZ. Mr. Chairman and members of the committee, it
is a distinct honor to be here to discuss important issues affecting
National Guard Soldiers. Our country’s citizen soldiers have been
devastated by an ineffective pay system that cannot pay them accu-
rately, on time and, most importantly, when they are called up to
active duty to serve our country.

My testimony has four parts. First, to give a historical perspec-
tive on the B Company, 5th Battalion, 19th Special Forces Group
(Airborne) deployment. Second, to explain pay problems that mem-
bers of B Company had during the deployment. Third, to discuss
what actions were taken to correct these problems. And, finally, to
present a solution to the overall problem which would prevent this
from ever happening again.

First, the 62 members of B Company were activated in December
2001 for a 2-year period in support of Operation Enduring Free-
dom. The environment was hostile and the conditions were harsh.
During their deployment, they were involved in numerous combat
operations, one that ultimately resulted in the death of one soldier
and another being seriously wounded. These soldiers willingly ac-
cepted these risks as they put their jobs, homes and families on
hold to answer the call to duty. Nevertheless, they endured and ac-
complished their mission. Their activation terminated after 1 year
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in December 2002. The pay crisis created by this deployment re-
mains unresolved to this day.

Second, during all three phases of their activation—mobilization,
deployment, and demobilization—all 62 soldiers encountered pay
problems. Efforts that should have been devoted to the combat mis-
sion were spent trying to resolve pay problems. During extremely
limited phone contact soldiers called home only to find families in
chaos because of the inability to pay bills due to erroneous military
pay. The soldier that suffered the fatal injury during the deploy-
ment, Sergeant First Class Daniel Romero, was embroiled in pay
problems at the time of his death.

When the company was released from active duty in December
2002, 34 soldiers, or 54 percent of the company, were erroneously
overpaid when their active duty pay was not stopped. When it was
finally determined that soldiers were overpaid, government actions
were initiated to recover the overpayments. This collection process
resulted in collections of nearly five times the actual overpayments.

The Defense Finance and Accounting Service cannot say, with
any amount of certainty, exactly how much each soldier was over-
paid. A dedicated DFAS team created spreadsheets for each sol-
dier’s pay history in an effort to portray each soldier’s ‘‘official’’ and
complete pay history for the period in question. Soldiers formally
challenged the ‘‘official’’ pay history presented by DFAS. The chal-
lenges resulted in a significant change to the official pay histories
in the amount of thousands of dollars and have caused continuing
soldier frustration and family stress.

Third, throughout the activation, attempts to correct the pay
problems were made by the unit clerk, the Battalion administrative
section, and the Colorado U.S. Property and Fiscal Office. These
steps proved to be ineffective. Ultimately, DFAS was contacted to
gain assistance in correcting the problems. For a short period, the
collection of debts was suspended in order to again determine the
correct amount of overpayment for each of our soldiers. Many sol-
diers disagreed with and could not receive a reasonable explanation
of their debt. Several soldiers gave up and paid off their debts in
order to end their frustration.

Finally, in an effort to resolve the overall problem, the Adjutant
General of the Colorado National Guard launched an investigation
in December 2003. The investigating officer initially asked for and
received another suspension of the collection of debts until March
2004. The recommendation of the investigating officer is as follows:
Waive the U.S. claim for erroneous payments of pay and allow-
ances; reimbursement of any amount of funds paid against a
waived claim; and disbursement of unpaid pay and allowance due
to any soldier as a result of the deployment. The current system
for paying National Guard soldiers is unable to handle the volumes
imposed by recent activations. The establishment of one integrated
system for paying active duty, Reserve and the National Guard is
absolutely necessary. This would ensure a seamless transition from
Guard to active duty and then back to Guard.

I implore this committee to promote the necessary steps, now
and in the future, to prevent another citizen soldier from ever suf-
fering the hardships that members of my company had to endure.
Soldiers are prepared mentally and physically to face the rigors of
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combat in a foreign land. What they are not prepared for are the
hardships imposed by an ineffective pay system. My soldiers have
suffered divorces, bankruptcies, lost homes, and endured untold
family problems that are far more destructive to their morale than
any enemy they face in combat. It is extremely difficult to retain
soldiers when they endure this type of treatment. How do com-
manders maintain unit strength when situations like this occur?
What does this demonstrate to our soldiers?

Twenty-five soldiers have left my unit as a direct result of these
pay problems. Fifteen more are asking to transfer to the Inactive
National Guard in order to accept highly paid civilian contract
work overseas in Iraq in order to heal their financial wounds. It
will take nearly 2 years and $250,000 to train each replacement.
This loss has had a significant negative impact on our mission ca-
pability. We are one of only six National Guard Special Forces Bat-
talions in the Nation. A secondary effect of these pay problems for
our soldiers is in the form of tax deductions and improper tax re-
porting. The erroneous debts and subsequent requirement for re-
payment cause great problems in the form of overtaxing or under-
taxing, which the soldier, alone, is responsible for correcting.

My soldiers, our soldiers, are some of America’s best and bright-
est. Every day Reservists and Guardsmen assume a larger role in
our global war on terrorism. Let us not let the sacrifices of my men
and their families go unsupported. Please implement changes now
to insure that the next call home from one of our deployed soldiers
is a call to discuss his or her daughter’s birthday, not anguish
about a lack of money to pay bills. Our country should be ashamed
of treating citizen soldiers in this manner. In a word, it is inexcus-
able.

In conclusion, I implore this committee to support Colorado’s ef-
forts to waive the claims for erroneous payments, reimburse any
amount of funds paid against a waived claim, pay the soldiers for
entitlements they earned and were not paid for, and change the
current pay system of the U.S. Army to support our brave soldiers
and their families.

Mr. Chairman, this concludes my testimony. I thank you for this
opportunity to provide testimony and would be happy to respond to
any questions.

[The prepared statement of Major Chavez follows:]
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Mr. TURNER. Thank you for all your efforts and your service to
your country and certainly all the men and women of your unit.
They are making an incredible contribution to our country. It is
clear that the administrative processes are harming them and the
interests of our country.

In your comments, you talked about the process of what the reac-
tion was from the Army when the pay problems were discovered,
the efforts of the Department of Defense to collect the overpay-
ments if there were overpayments and the process of not fully re-
solving how much overpayment or underpayment there were. I
wonder if you could describe the process a bit more in detail be-
cause it sounded as if someone discovered there was a problem and
there may have been an overpayment of perhaps $48,000 per sol-
dier, that a recognition of one responsibility for that having oc-
curred and hardship that would occur upon asserting that overpay-
ment. What was the process of engaging the soldiers or their fami-
lies in this issue? It sounds like the notification and action was rel-
atively abrupt.

Major CHAVEZ. Yes, sir, it was. On the specific problem of the
overpayments, the company deactivated in December 2002 and
subsequently the soldiers received their active duty pay like it had
not stopped for 2 months after that. They reported that overpay-
ment to our unit. Proper notification was made through the State
Property and Finance Office. However, an error was made in not
only terminating their active duty pay for the 2 months they were
overpaid but in essence terminating their pay for active duty all
the way back to March 2002. In essence, there was a rebound and
instead of taking away the overpayment for 2 months, they took
away pay for 9 months, 7 of which they were entitled to. This
added more frustration. Now the soldier sees in his leave and earn-
ings statement a debt. A debt of what? In asking that and finding
out what it is, it was determined that an error had taken place and
there was an overcharge in the debt recovery. That compounded
which affected their taxes, which affected their payroll and affected
their deductions from then on.

Mr. TURNER. In your opening statement, you mentioned that 25
members of your unit have left because of these payroll problems.
Do you believe the problems of the current DOD pay system will
continue to cause many Guardsmen to leave? It seems essential
that a quality pay system would be important to retention.

Major CHAVEZ. Absolutely. Unfortunately, I have to say yes.
Mr. TURNER. One of the issues you have heard many Members

talk about is the issue of the families and wives left with these
issues. Could you talk a bit about the extent that family members
try to assist members of a unit in resolution, how systems might
be available to bring resources so they understand the processes
and systems and also to aid in resolution? Are those effective or in-
effective, how would you recommend those processes be enhanced?

Major CHAVEZ. Initially, when a problem is recognized, the first
place they go to is the family support group created and estab-
lished while the unit was in the mobilization process. This is a con-
glomeration of spouses within a unit, spouses within the State
Command and the State Command itself. When problems are rec-
ognized, they are forwarded to that entity and from there they go
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to the property notifications within the State, specifically USPFO.
These problems with these soldiers were at a much higher level
that could not be fixed within the State. They had to be fixed at
the DFAS level. There were some inputs within the State at
USPFO that were incorrect.

Mr. TURNER. Ms. Norton.
Ms. NORTON. First, Major Chavez, may I simply thank you and

your unit for your service. You deserve much more than an apology
but I think the responsibility comes all the way up here. I just
want to offer that and indicate that you can see the resolve of this
committee to simply not allow this any more. Your coming forward
has been very important because not until we hear a case example
with real-life people can we really understand what has happened
here.

I note that you are from an elite unit with the Special Forces,
people who have been very highly and specially trained. You indi-
cated the amount of funds that go into training and that some of
them want to transfer in order to go overseas as civilians, taking
contract positions in order to use that training to recoup some of
what they have lost and the notion that you be able to hold them
as long as you have with that training is a testament to you and
your unit.

Let me get to the bottom line. Do you know, Major, what it
would take to get a waiver? This is the first of the three rec-
ommendations you make, to get a waiver of the claim of the United
States for the erroneous payment to your men and women.

Major CHAVEZ. I am not an expert on accounting. I will profess
that adamantly to this committee but, as I understand it, through
Title X and Colonel Leonard could highlight it better than I, it
takes a decision through DFAS and ultimately through the Depart-
ment of Defense to waive this overpayment. In fact the amount, I
have one spreadsheet that indicates that approximately $764,000,
much of that amount is in fact not an overpayment, it is an error,
so it is not a debt to our country, it is an error. It is in essence
recognizing the error and erasing it.

Ms. NORTON. Major, do you know who would have to request this
waiver?

Major CHAVEZ. I mentioned that the Adjutant General of Colo-
rado launched the investigation and the investigating officer is ask-
ing for that now. It is being subsequently routed up through the
chain.

Ms. NORTON. So it is in process?
Major CHAVEZ. Yes, ma’am.
Ms. NORTON. To the extent that we can support this request, Mr.

Chairman, it seems to me minimal as to what these soldiers de-
serve.

I was particularly concerned that there apparently has been,
whether your unit or not, a burden on the soldiers to find the error.
Very often if there is an error in payroll, for example here in the
Congress, somebody will come back and tell you about it. Was the
burden on your men and women to find the error in the first place
or was the burden entirely assumed by the Army?

Major CHAVEZ. The burden is systematic, it is the system itself.
However, when the soldier looks at their leave earnings statement,
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it has their name on it and it makes it their responsibility because
it says what the debt is. They know what pay they are entitled to
but in fact have not received. They are the ones that have to pay
their bills, no one else does. They are the ones that have to make
answers to the creditors and make excuses and come up with de-
laying tactics. They are the ones that have to file bankruptcies,
they are the ones that have to lose their businesses and they are
the ones that discuss that with their wives.

Ms. NORTON. To start the process, it is the soldier who has to
start the process. You found nobody among those who are respon-
sible for disbursements who came back to indicate initially that
there was an overpayment or an error. It had to start with the sol-
dier herself or himself?

Major CHAVEZ. The soldier recognizes it pass through his unit
but ultimately when it doesn’t get corrected, it falls upon the sol-
dier and he feels responsible for correcting that problem.

Ms. NORTON. Could I ask whether you found in the customer
service category that there were Army financial officers readily
available to assist your unit in Afghanistan?

Major CHAVEZ. Yes. In-country in Afghanistan as well as back in
Colorado and at DFAS Indianapolis. And I have to commend Colo-
nel Leonard; he has been in daily and weekly contact with Colo-
rado trying to resolve this issue. Unfortunately, it is still unre-
solved.

Ms. NORTON. From your point of view, recognizing that you don’t
get the opportunity to look at the entire system, does the problem
appear to be one of competence or some other kind of problem?

Major CHAVEZ. In my personal opinion, I feel it is both humans
as well as the system that are the contributing factors.

Ms. NORTON. Thank you very much, Major Chavez.
Chairman TOM DAVIS [resuming Chair]. I am sorry I wasn’t here

for your testimony but I read it. I had to go manage a bill on the
floor but we are back successfully.

You start the process by talking, you go up through the chain of
command originally when you have a pay problem and you identify
it?

Major CHAVEZ. Yes, sir.
Chairman TOM DAVIS. And that didn’t seem to resolve it and

then you found it was more complicated and couldn’t be handled
in-country, couldn’t be handled in-State. There was a Federal prob-
lem and it couldn’t be handled there basically, right?

Major CHAVEZ. Yes, sir.
Chairman TOM DAVIS. I appreciate all our staff being here. I

wonder, in a situation like that, you have members who are lit-
erally cash-poor. There was no immediate resolution, they need
cash. Were any interest-free loans available while they fixed it?
Was that made available to any of your colleagues?

Major CHAVEZ. Yes. In Colorado, there is a fund set up to assist
soldiers that have financial difficulties on a temporary basis, but
a situation that prolongs over 14 months or 2 years is hard to re-
solve.

Chairman TOM DAVIS. That system was interest-free?
Major CHAVEZ. Yes. To my knowledge, yes.
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Chairman TOM DAVIS. These problems are persisting as far as
you know with some of your colleagues even now?

Major CHAVEZ. Yes. Some soldiers have been dealing with pay
problems since December 2001.

Chairman TOM DAVIS. What was probably the most egregious
case you had of a soldier hardship that you recall, a personal hard-
ship?

Major CHAVEZ. I can point out several. Some soldiers that, as Mr.
Schrock pointed out, privately owned businesses and lost them
while they were gone. One sergeant that works in Bravo Company
had his own personal defense and physical fitness company which
had many storefronts and locations. Without him being there to
teach and provide that service, his business disintegrated and went
away. That effect, plus the pay problems, caused him to lose his
house, caused him to go into bankruptcy, and caused him to find
some means to support him and his family. He is now still on ac-
tive duty as the only method he has left to do that.

Chairman TOM DAVIS. He has to re-up just because he needs the
money right now basically?

Major CHAVEZ. Yes.
Chairman TOM DAVIS. This obviously doesn’t help retention.
Major CHAVEZ. As my figures indicated, as I told you, I have peo-

ple that have left. One specific soldier, a Master Sergeant, 19 years
of total service in the active and the National Guard, his ETS—end
of terminal service—was this month, January. Rather than re-up,
he left the service. He took a contract overseas in Iraq as the only
means possible to solve his financial problems. He in essence has
put himself back into danger for financial purposes and for finan-
cial survival.

Chairman TOM DAVIS. He’ll get paid by the contractor though?
Major CHAVEZ. Yes. He is putting himself in harm’s way but he

has no ability to get his retirement, he does not have the proper
tenure.

Chairman TOM DAVIS. I can imagine the frustration you and
your troops have to feel being in harm’s way over there. I can just
imagine. And how we feel here, almost powerless. We bring people
up, they have all their uniforms on, talking about months and
months to fix it. A country that can put people on the moon, can
bomb with precision in Baghdad, where you go through and see
heaps of rubble next to residential buildings, and smart bombs, and
we can’t pay people. It is incredible to me. I was in the computer
software business before I came here and frankly am shocked that
no one in the Department of Defense saw this coming and have
been slow to act. If nothing else, you could put more people on this
because a lot of this is manual and just make it a priority. It
doesn’t seem to have been done. I feel very, very bad about it and
I know the other Members do.

I can’t tell you how much we appreciate your being here. I think
from our perspective, we are determined to get it fixed so at least
the next group won’t have to go through what you did. Thank you
very much for your service.

Major CHAVEZ. It is our pleasure, sir. All I can say is, it is a tes-
timony to the citizen soldier that we still serve in the same manner
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that our ancestors, the Minutemen served; to drop their work and
their families to respond to the call of duty for the country.

Chairman TOM DAVIS. Thank you very much.
Mr. Platts.
Mr. PLATTS. Thank you, Mr. Chairman.
Major, I also want to echo the chairman and others in their ex-

pression of gratitude for your personal service. If you can convey
to your soldiers my personal gratitude as well as my personal apol-
ogy for the way the Federal Government, our Nation, has treated
your soldiers; it is certainly a terrible wrong that needs to be cor-
rected. The chairman is right. I apologize for my not being here for
all the testimony but as I looked through the various materials in
one packet, there is a very nice spreadsheet of short and long term
tasks to try to address these problems but the fact you are telling
us 2 plus years after the problems began, we still have soldiers
being wrongly treated tells me this doesn’t mean much. We need
to fix these individual problems and show our Nation’s gratitude by
just doing right by you and your fellow soldiers.

One of your statements was that DFAS was not able with any
amount of certainty to tell exactly how much a soldier was overpaid
or underpaid. Does that remain the case today, that DFAS con-
tends that they can’t say for certain?

Major CHAVEZ. There have been many attempts and different fig-
ures for each soldier. When a soldier sees that his debt amount has
changed three, four, five, six times he doubts the system and also
wonders which one of those figures is absolutely correct versus the
one he has come up with.

Mr. PLATTS. They are all coming from the same source as they
continue to work or rework the numbers?

Major CHAVEZ. Yes.
Mr. PLATTS. Who, if anybody outside fellow soldiers, is most di-

rectly assisting a soldier to kind of be their advocate with DFAS
or the government in general, to try to walk through exactly here
is what you are eligible for, here is what you were paid, here is
what you should have been paid. Has that occurred? Has there
been a kind of ombudsman for each of the soldiers individually?

Major CHAVEZ. That process started when we were first acti-
vated. Those lists of entitlements were provided to all the soldiers
so they would know accurately what they were able to receive
based on their particular situation. Throughout the deployment, at-
tempts were made both within the unit itself to the Battalion and
next high in command to the State of Colorado and then ultimately
to DFAS as well as sometimes in-theater the financial entities over
there were also assigned and worked on that. Because of the com-
plexities of the National Guardsman which has similar records
back in the United States and the USPFO and some of them in-
theater it is difficult because as a Guardsman we sit and hang be-
tween two entities, the National Guard and active and our records
and our information is between these two systems.

Mr. PLATTS. I hope as we go forth—the proposed ultimate solu-
tions is that unified system. We need to do whatever it takes.

Mr. Chairman, I appreciate your leadership and your leadership
too, Chairman Schrock, and Chairman Shays. We certainly have an
absolute duty to you and these other soldiers that while we are
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looking at long term fixes, we ensure that each individual soldier
is given whatever resources are necessary to walk through their
situation and ensure they are accurately and fully compensated for
their patriotic service to our Nation.

Again, my personal thanks to you for your service and your testi-
mony here today. I hope we do a lot better. I did not have the privi-
lege of visiting with any of the Colorado units in Afghanistan but
I did visit with the West Virginia Special Ops Forces, the West Vir-
ginia Guard Forces. Knowing the sacrifices that each soldier and
their families back home are making on behalf of our Nation, it is
just horrific that we are treating you and your fellow soldiers in
this way. I hope we can do a lot better.

Thank you, Mr. Chairman.
Mr. SCHROCK [assuming Chair]. Thank you, Mr. Platts.
Mr. Ruppersberger.
Mr. RUPPERSBERGER. First, I want to commend the chairman for

bringing this issue to the table. It is something we must resolve.
It is complicated. There is volume and we understand there are a
lot of issues to be dealt with. I agree with your comment that we
need to integrate the system. It is just going to take time, we are
all going to have to work together. Our role in Congress is to over-
see it, to make sure those things happen.

I want to thank you for your service and that of your counter-
parts and being here today to put what is on the table. This is a
high priority. One of my comments in conversations with career
and National Guard Army Reserve is that they want to be told ex-
actly what the situation is and not be hung out, whether it is how
long they are going to be assigned to a certain area, how long they
are going to be away. Just tell them exactly that this is what it
is. When it comes to dealing with the finances and how they pay
their mortgages and their families take care of themselves, this is
something that, really, if we can’t do it, we need to tell them it is
going to take this period of time.

In that regard, do we have an ombudsman, do we have a pro-
gram when the frustration of a family or someone who is assigned
to Iraq or wherever, that we have individuals that can take a case,
a problem, and see it through? We do that in Congress every day
with our staff, our constituent work. Do we have any type of pro-
gram like that you see that is set up at this point to help those
men and women having problems?

Major CHAVEZ. Yes, we do, sir.
Mr. RUPPERSBERGER. If we do, how is that working?
Major CHAVEZ. As I indicated before, we have a family support

network within the unit itself when it is mobilized that ties in with
a larger family support group at that State, and our’s is Colorado.

Mr. RUPPERSBERGER. From your point of view, how is it working?
Major CHAVEZ. It works from the fact that when a spouse at

home has a question because they don’t understand the military
system regarding pay, entitlements or whatever, they have a point
of contact to call within the unit who can call someone who works
on this full-time at the State and hopefully get an answer and reso-
lution of their problem.
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Mr. RUPPERSBERGER. What are the results of those case studies?
Are they getting the answers that are needed or what are the re-
sults? What is the end gain?

Major CHAVEZ. It depends upon the particular problem. In some
situations it works rather quickly. In other cases, such as I pointed
out here today, it is still unresolved in these major pay problems.
It is because of the fact that, within the State itself, they cannot
correct that pay problem. It is at a much higher level at DFAS.

Mr. RUPPERSBERGER. Let me give you an example. If you have
someone who now has IRS problems, a whole new Federal bureauc-
racy, Federal agency, will that ombudsman stay with them and
work through the IRS issues too?

Major CHAVEZ. They will point them in the right direction and
hopefully stay with them.

Mr. RUPPERSBERGER. What do you mean hopefully? If you don’t
have one person overseeing it, it might not happen. Do you think
it should be considered as a policy for that person who has been
assigned that case to take it to the end until it is resolved?

Major CHAVEZ. Absolutely.
Mr. RUPPERSBERGER. Is that being done, including when you deal

with IRS? I’m not trying to put you in a corner, I just want to know
so we can raise that issue.

Major CHAVEZ. I can say in some cases, yes, and in some cases,
no.

Mr. RUPPERSBERGER. It is my suggestion that we try to provide
the service that is necessary to solve the problem and that whoever
takes over the responsibility of a certain case and a problem,
should take that case from beginning to end. If that is not the pol-
icy, it is my suggestion that we look at it very strongly because
they want to be serviced. They have enough on their mind already
and they need to be serviced. I would hope and suggest that we
look at that very strongly.

Major CHAVEZ. I concur, sir.
Mr. RUPPERSBERGER. If you could take that back.
Major CHAVEZ. Yes, sir.
Mr. RUPPERSBERGER. Thank you.
Mr. SCHROCK. Mr. Platts.
Mr. PLATTS. Just one thing I wanted to add kind of along with

Dutch’s comments. In trying to have that ombudsman, I know in
the military, in following the chain of command and staying in the
ranks, but if we are seeing the problems for soldiers that we have
documented that are continuing to exist 2 years after the fact, I
hope soldiers maybe when they return and are back in the civilian
life to consider if they haven’t already done so their Members, their
Congressmen where they live, their Senators from their home
States. It should not make a difference and you should get the re-
sponse without that, but I would encourage looking at me and my
fellow Members as individual ombudsmen for our constituents. As
the Congressman said, we do that every day on a whole breadth
of issues constituents come to us with. In my office, I have a person
who specializes in military issues, whether veterans, the National
Guard or active duty because, if we don’t do right by you and all
men and women in uniform, it doesn’t speak much about our prior-
ities. I would encourage your fellow soldiers to look to whoever
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their individual Congressman or Senator is and look for them to be
an ally in their efforts.

Thank you, Mr. Chairman.
Mr. SCHROCK. Major, let me thank you for being here too. I can

assure you this can’t be easy and I can assure you I would not
want to appear in front of me, so I appreciate your testimony and
what you had to say. I think it is something we need to listen to
and try to fix.

Everyone says the system broke down, but in the process we
have ruined some peoples’ lives financially, we really have. I am
talking to my colleagues in the Congress now, unfortunately only
two of us now, but I don’t think this is something we can allow to
stand. We should make these people whole. They went to war be-
cause the government told them to go to war and we allowed them
to go bankrupt and that is wrong. If somebody is in trouble with
the IRS through no fault of their own, they will be dogged the rest
of their lives. This just isn’t fair and we have to do something
about it. How we can do it, I don’t know, but we simply have to
do it.

The chairman, before he left, said these situations happened be-
cause we didn’t see this coming. Well, because we didn’t see this
coming, and by ‘‘we’’ I mean up here, doesn’t mean the men and
women in uniform should suffer in any way shape or form finan-
cially. The fact is they are.

I wrote down I was going to ask you why five times the actual
overpayments. It is because they went back to March instead of
just the 2 months. Didn’t they look at their LES’s and see what the
situation was? Couldn’t they have determined that from the LES’s?
It has been so long since I have looked at an LES, I just can’t re-
member.

Major CHAVEZ. Yes, that was pointed out. When soldiers saw
that debt come up, they pointed it out to the unit and it was recog-
nized through the Colorado USPF now in DFAS. However, that
mistake was not corrected and it is still unresolved to this day.

Mr. SCHROCK. Fourteen months later?
Major CHAVEZ. Yes, sir.
Mr. SCHROCK. My next question is, has it been solved? The an-

swer is no. How many of your folks lost houses?
Major CHAVEZ. I can think of two right off the bat, several others

that have had to shift or sell because of their financial situations,
so they didn’t lose them, but they foresaw what was coming and
they shifted over.

Mr. SCHROCK. You may not know the answer to this but they
said you get paid based on where you are in the war zone, but in
the case of Special Operations Forces, they don’t want people to
know where they are. I don’t want people to know where they are.
How do they solve that?

Major CHAVEZ. Internally within our unit we do, and our payroll
clerks can input that data depending where in-theater we are in
the operation. That is done on a fluid basis going in and out of the-
ater and the particular entitlements you have. The soldiers are
quiet and innocuous when they talk to their relatives about that,
they just know they are overseas. That is the unit’s responsibility.

Mr. SCHROCK. That isn’t a big problem then.
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I don’t want to keep dwelling on the problems the families have
had but I want to go back to that a bit. I would like to hear in de-
tail how the wives and children or husbands and children of the
men and women over there have been affected by some of these er-
roneous military pay situations. What have they gone through?
What have they endured? Are creditors knocking on their doors?

Major CHAVEZ. Yes, although the soldiers are instructed on their
rights under the Soldiers and Sailors Relief Act regarding civil ac-
tions against them while they are activated. That does not prevent
those documents or those contacts from being made. Of course they
utilize the family support network and also the Inspector General,
JAG, and the State to help them with those problems. It adds upon
the already present stress of the soldier overseas with that spouse.
So you already have that as a foundation. Then you put upon that
the financial problems that are coming. This compounds the overall
stress and in some cases, it has contributed to the divorce and the
breakdown in the family entity of certain members of my com-
mand. It may not be the total reason but it is a contributing factor.

Mr. SCHROCK. It could throw them over the edge?
Major CHAVEZ. Yes, sir.
Mr. SCHROCK. I don’t want to put the first panel on the spot but

I would be curious if any of you have any comments about what
the Major has said. Mr. Secretary.

Mr. GREGORY. I agree with Major Chavez. There is no excuse and
there is no way that this is acceptable in any way, shape or form.
We are not here on different panels as adversaries. We are here to
get this problem resolved for Major Chavez because he is my sol-
dier and his family members are our family members and we are
going to get this fixed and we are going to fix things in the near
term and the mid term and some of the Members kind of voiced
and vented a little bit for 2 years and 3 years is a lot of time and
yes, sir, it is, but that is reality.

Mr. SCHROCK. That was me you are talking about.
Mr. GREGORY. That is good but I want you to know that it is.

There are long term issues here and we are going to address them.
This is great input. GAO’s input is very helpful to us. Major
Chavez’s input is critical to us because he is our customer from the
pay world. I will tell you that if mistakes were made that caused
invalid debt, the invalid debt will always be forgiven. By invalid
debt, I mean the problem and mistake that was made was his
whole tour of duty was canceled erroneously as if it never hap-
pened. Therefore, the system says if it never happened, you never
deserved to get paid. So the system tries to collect all the pay. We
know there is an erroneous part of that debt. That debt will be for-
given.

The debt that is not erroneous yet was caused by our process
needs to be looked at, there needs to be a waiver submitted, that
waiver needs to be evaluated and the waiver is done at a level that
says, ‘‘What is the problem, what is the extent of the problem, what
money was earned, what money wasn’t earned, and what money
and what hardship was caused; and is the waiver justified.’’ That
is not my decision but it will be done with due process and every
soldier will be handled honestly and openly, I promise you.
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Mr. SCHROCK. Mr. Secretary, I understand we can’t put mar-
riages back together but what are we going to do for these people
who lost their houses through the fault of the system?

Mr. GREGORY. Sorry, I don’t have an answer for that.
Mr. SCHROCK. Because these people filed bankruptcy which I am

sure they had to do, that is going to be on their record for a long
time and could impact them in negative ways for a long time to
come. We have to fix that. How do we fix that? We have to turn
back the clock and fix those people we created. I include me in
that. I include everybody on this side in that. We are all in that
and we definitely have to fix that. How do we do it? I don’t know.

Mr. GREGORY. Sir, if we are the cause of it, we will get with
whatever party is involved—banks——

Mr. SCHROCK. If you are not, who is?
Mr. GREGORY. Sir, that is my point. My point is, in the adjudica-

tion of this, where we are at fault, where we are the ones who are
causing a business to fail—and the example the Major gave, we
heard of one individual involved in a physical gym, a trainer, the
loss of his personal expertise and talent from that business caused
that business to fail—we exacerbated that through the pay prob-
lems but I doubt that we were the cause of that business failure.
I am not being callous, sir.

Mr. SCHROCK. But the house.
Mr. GREGORY. Sir, there are issues and we heard the issues here.

Congressman Lantos talked about legislation he is preparing so
that, on the government side, if a GS–14 who happens to be an E–
3 gets activated, do we make up his pay? Right now, we can’t do
that. We have no legislation to do that. If a GS–14, because he is
part of the Guard or any Reserve component, gets activated and
now goes to an E–3 pay, his house is at risk without any mistakes
in the pay process. We are not here to say there aren’t any prob-
lems with the pay. We are here validating there are. We are vali-
dating we are dedicated to fix them.

Mr. SCHROCK. Any suggestions you all have on this thing please
tell us because we have to get it fixed.

Ms. Norton.
Ms. NORTON. Mr. Chairman you have raised essentially the point

I would like clarification on. Major Chavez has used the words ‘‘er-
roneous payments,’’ waive U.S. claim for erroneous payments of
pay and allowances. I am trying to understand what would be left
and what the word ‘‘erroneous’’ means.

Let me preface what I am saying by indicating that this may be
the most egregious example. I appreciate what you have put for-
ward. Whenever someone is called to active duty in the National
Guard, there are going to be economic hardships. I appreciate this
therefore, that the Army cannot create a precedent that would then
have to be met across the board because there is always an eco-
nomic hardship. It is the egregious nature of this, the domino effect
on the families, the repeated nature of the problem that draws this,
and I am sure the chairman has asked for Major Chavez to come
here based on what in fact we knew from the GAO report. He
didn’t just come forward and say, ‘‘Listen to me.’’

I certainly hope his coming forward, and I certainly think we
should hold you accountable that if his career is in any way
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harmed because he has done what this committee has asked of
him, to come forward to elucidate what we already knew about his
Colorado unit. I want you to know that this Member, and I am
sure the chairman and ranking member will be following the career
of Major Chavez, whom we are very proud of, and there will be a
presumption that will have to be overcome in my mind if anything
happens to him because he has come to testify. I am not accusing
you of anything but I am putting you all on notice. Actually it was
my colleague who understands better than anyone else who alerted
me.

Mr. SCHROCK. And that is what I fear. The General notes he is
lucky to have people like Major Chavez, no question about that. I
know when I was in the military if I had even talked to a Con-
gressman or Senator, I was finished. I hope that is behind us.

Ms. NORTON. And we don’t allege it is not. We just want you to
know that we both have thought about that matter.

I want to know whether or not the overpayments would be con-
sidered erroneous? What is erroneous? Would they be made whole?

Mr. GREGORY. The erroneous payment and the example that
Major Chavez mentioned, there was an action mistakenly taken at
the U.S. Property and Fiscal Office in Colorado that canceled the
actual tour of duty that he served. That made the money he was
rightfully paid while he was on that duty a debt because it told the
system he didn’t really serve.

Ms. NORTON. I am talking about the overpayment.
Mr. GREGORY. That is what I am getting to. The point I am mak-

ing is that once that happened, we put him in debt. I am going to
tell you that a good portion of that, all but the 2 months, is an er-
roneous debt and he is going to be made whole for that because
there was a mistake made in the beginning at the USPFO.

Ms. NORTON. I really don’t understand the word overpayment.
Mr. GREGORY. The system thought it was an overpayment. The

system was wrong because the person making the input made a
mistake.

Ms. NORTON. Some of these people have already begun to pay
back.

Mr. GREGORY. I will leave it to Major Chavez. I wasn’t the one
done and I wasn’t the one paid. Major Chavez.

Major CHAVEZ. I can explain. To recount, again, the soldiers in
the Company were deactivated in December 2002. Their pay should
have been stopped at that point, they got off active duty, they went
back to civilian jobs. It did not. It kept going as if they were still
in the system for 2 months. They saw that, they recognized it, they
told it to the chain of command. The solution, USPFO in Colorado
tried to fix that, recollect that 2 months they were overpaid, but
their actions caused them to collect back the entire tour. Rather
than trying to collect the $2,000, for instance, they were overpaid,
it now said, ‘‘No, you owe me $40,000.’’ So that debt comes on the
soldier in the payroll system on his LES. The system is automati-
cally set up that the next check, the next drill pay, now that you
are back to National Guard, the National Guard weekend drills,
they collect $200 on their National Guard drill that month in
March, April and May. It says you have a debt so, therefore, we
are going to take one-half or two-thirds of that pay and apply it to
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the debt we show you have, $40,000. So now that money is going
to a debt he or she never had. The 2 months, yes, but the 9 months
or 11 months, no. That is the erroneous part.

Ms. NORTON. He would be due reimbursement for that amount.
Mr. GREGORY. He would be due the reimbursement for the mis-

take that was made that canceled his tour of duty rather than cur-
tailing it. Those are the actual technical terms. So the amount of
debt we put on him and started taking out of his pay, but was erro-
neous, has to be paid back, yes, ma’am.

Ms. NORTON. That last part is the bottom line as far as we are
concerned.

Thank you very much, Mr. Chairman.
Mr. SCHROCK. Thank you.
There are no more Members here so I think the questioning is

done. You have been here a long time and we appreciate it. We
thank you. I thank all of our witnesses for appearing today. I also
would like to thank the staff of the full committee and Vice Chair-
man Shays’ Subcommittee on National Security, Emerging Threats
and International Relations who worked on this hearing.

I want to also add that the record will be kept open for 7 days
to allow witnesses and Members to include additional information
in the record.

Again, thank you very much and this hearing is adjourned.
[Whereupon, at 12:42 p.m., the committee was adjourned, to re-

convene at the call of the Chair.]
[The prepared statements of Hon. Christopher Shays and Hon.

Elijah E. Cummings, and additional information submitted for the
hearing record follow:]
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