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Hearing on the department of veterans 
affairs’ budget for fy 2007 for the education, 
vocational rehabilitation and loan guaranty 

programs

tuesday, february 14, 2006

U.S. House of Representatives,     
Subcommittee on Economic Opportunity,

Committee on Veterans’ Affairs,
Washington, D.C.

 T he Subcommittee met, pursuant to call, at 10:00 a.m., in Room 
334, Cannon House Office Building, Hon. John Boozman [Chairman 
of the Subcommittee] Presiding.
 P resent:  Representatives Boozman, Brown-Waite, Herseth and 
Evans.  
 
 M r. Boozman.  Meeting will be in order.  We appreciate you all com-
ing over.  One thing before we really get started, we were a little bit 
concerned that OMB refused to clear some slides addressing some 
additional information that we requested.  And I think the informa-
tion that we requested was certainly not a threat to national security. 
Maybe at some time you can address what the problem is.  We would 
be concerned if we felt that you believed we didn’t really have the 
right to have this information on how employees spend their time or 
that we don’t need to know the status of the information technology 
programs, which we are requesting -- and for which you are request-
ing funding.  So we will talk about that in a little bit.
 B ut we appreciate having you here.  Today we will hear from Mr. 
Ron Aument, Deputy Under Secretary for Benefits, regarding the 
President’s budget proposal for VA Voc Rehab and Employment, Ed-
ucation, and Loan Guaranty Programs.
 M r. Aument -- am I saying that right?
 M r. Aument.  Yes, you are, sir.
 M r. Boozman.  Good.  I am Boozman but answer to “Bozeman” and 
whatever.
 M r. Aument, is accompanied by program directors, Ms. Judy Ca-
den, Mr. Keith Pedigo, Mr. Dennis Douglass and Mr. Scott Dennis-
ton from the Office of Small and Disadvantaged Business Utilization.  
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Mr. Denniston does not work for VBA, but we have jurisdiction over 
veteran-owned small business, so we thought it important to have 
him here.  We will also receive testimony from the DAV representing 
the Independent Budget and the American Legion.
 W e have asked the Vietnam Veterans of America to submit their 
views for the record, and without objection, their submission will be 
made part of the record.
  [The material was unavailable at press time.]

 M r. Boozman.  I thank each of you for coming today.  As I said at 
the full Committee hearing last week, I am pleased that the Presi-
dent has significantly increased the overall budget for VA.  However, 
it is no secret that VBA faces serious problems in delivering timely 
services to its Voc Rehab and Education beneficiaries.  I note that, 
for the week ending 20th of January, the Education Service had a 
backlog of 110,000 claims, or about the same as last year, and that 
processing days are up.
  Voc Rehab has 6,400 in application status; Loan Guaranty seems 
to be chugging along.  But we absolutely must do a better job in get-
ting the GI Bill checks to the veterans and getting the veterans to 
the evaluation and testing period so that they can get on with their 
rehab.
 I  want to hear some ideas from the Department and the VSOs to 
make these programs run smoother.  I am also concerned about the 
significant disparity in performance among the various regional of-
fices.  For example, the San Diego regional office takes about 18 days 
to determine whether a veteran is eligible for Voc Rehab, and unfor-
tunately, the Washington regional office takes over 180 days.  Now I 
know that certainly some variation is inevitable, but a factor of ten is 
totally out of line.  The entire system averages about 62 days to deter-
mine entitlement.  So I guess any way that we look at it, something is 
wrong and needs to be fixed. 
  I have to believe that staffing levels play a role in this, therefore 
I request VA provide the Subcommittee with an analysis of the dis-
parity between the best and worst performers in making timely Voc 
Rehab entitlement decisions including the number of Voc Rehab staff 
by position for each RO.
 M r. Aument, if you would, please provide us with a date when that 
information would be available to the Subcommittee.  I am sure all of 
you know that Chairman Buyer has expressed a support for modern-
izing the GI bill, and I want to, again, state my enthusiastic support 
for that initiative.
 I  look forward to working with Ms. Herseth and her staff to craft a 
bill that would affect how today’s military operates.  I now recognize 
our Ranking Member, Ms. Herseth.
  [The statement of John Boozman appears on p.  36]
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 M s. Herseth.  Well, good morning, and thank you, Mr. Chairman.  
I am very pleased to be here today to examine the President’s fiscal 
year 2007 budget request as it relates to VA programs that fall within 
the jurisdiction of the Economic Opportunity Subcommittee.
  For many years, education benefits, vocational rehabilitation ser-
vices and VA home loans have been a hallmark for the types of ser-
vices a grateful nation provides to the men and women who serve and 
sacrifice in defense of the country.  These earned benefits are criti-
cal to service members, veterans and their families as they attempt 
to successfully transition from military service to civilian life.  I am 
particularly interested in hearing about the VA’s efforts to address 
the growing education claims workload, as the Chairman mentioned; 
the progress in implementing the 2003 VR&E Task Force report, in-
cluding any special efforts to reach out to rural areas; and the Loan 
Guaranty services consolidation efforts while maintaining high qual-
ity service to veterans and thorough oversight over property manage-
ment contractors.
 I n recent years, much progress has been made in these programs.  
However, I think we can all agree that we must remain vigilant to 
maintain against any decline in top quality benefits and customer 
service.
 S o Mr. Chairman, I look forward to hearing from the witnesses 
today and want to thank you for holding the hearing.
 M r. Boozman.  Thank you very much.  Let’s begin with the first 
panel, the Honorable Ron Aument is Deputy Under Secretary for 
Benefits.  Ms. Judy Caden is director of the Voc Rehab and Employ-
ment Service.  Mr. Keith Pedigo is director of the Loan Guaranty Ser-
vices.  Mr. Dennis Douglass, acting director of the Education Service.  
And Mr. Scott Denniston for the Office of Small and Disadvantaged 
Business.
 
STATEMENT OF HONORABLE RON AUMENT, DEPUTY UN-
 DER  SECRETARY FOR BENEFITS, DEPARTMENT OF VET-
 ERANS  AFFAIRS; ACCOMPANIED BY DENNIS DOUGLASS,
 A CTING DIRECTOR OF EDUCATION SERVICE, VETERANS
 BENEFITS  ADMINISTRATION; JUDITH CADEN, DIRECTOR
 OF  VOCATIONAL REHABILITATION AND EMPLOYMENT
 SER VICE, VETERANS BENEFITS ADMINISTRATION; KEITH
 PEDIGO , DIRECTOR OF LOAN GUARANTY SERVICE, VET-
 ERANS  BENEFITS ADMINISTRATION; AND SCOTT F. 
 DENNISTON , DIRECTOR, OFFICE OF SMALL AND DISAD-
  VANTAGED BUSINESS UTILIZATION, DEPARTMENT OF
  VETERANS AFFAIRS.

 M r. Boozman.  Before Mr. Aument begins, I think that we need to 
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note that the Education Service director position has been vacant 
for 7 months, and, this is certainly not any reflection in any way on 
the excellent job that Mr. Douglass has done as acting director, but 
I think it is time that we need to fill that job one way or the other.  
Leadership continuity is important, and lengthy gaps are not a good 
way to run a, certainly, very important program.
 A s a matter of fact, one can infer from such gaps that directors do 
not have significant impact on the daily operations, and that should 
not be the case.
 S o, again, what I am trying to do is say that we appreciate Mr. 
Douglass’ good work. 
 N ow, in a second, Mr. Aument, we want you to start, and really 
what I would like to do today is, I know you are going to give a pre-
sentation, and so, I would like to break a little bit with our normal 
way of doing things, and really, Ms. Herseth, whoever is here, I would 
like for them to feel free to break in as you go through.  Just feel free, 
Ms. Herseth, if something comes up that we don’t understand, to ask 
a question then rather than continue with the formal presentation.  
The purpose of this hearing is to be of a good educational situation so 
that we can better understand what is going on.  And I think that will 
be a little bit easier, if that is okay with you all. 
 M r. Aument.  We would welcome that approach.
 M r. Boozman.  Thank you, go ahead.
 M r. Aument.  Thank you, Mr. Chairman, Congresswoman Herseth.  
I appreciate the opportunity to appear before you today to discuss the 
VA 2007 budget request for the Education, Vocational Rehabilita-
tion and Employment, and Loan Guaranty Programs.  My testimony 
will highlight VA’s commitment to meeting the needs of our Nation’s 
veterans and key initiatives that are included in the 2007 budget 
request for these three programs.
 P rograms I will discuss today assist service members in making 
the transition from military to civilian life and provide vital economic 
opportunities that allow veterans and their families to prosper.  We 
help veterans and their dependents seek greater education and eco-
nomic opportunities through the highly successful Montgomery GI 
Bill program and other educational programs.  We promote home 
ownership through the Loan Guaranty programs.  For qualifying vet-
erans with disabilities, our Vocational Rehabilitation and Employ-
ment Program provides both rehabilitation and training and assist 
them in re-entering the civilian workforce.
 W e are proud of these programs and appreciate your interest in 
them.  We are pleased with the 2007 budget request for each of these 
programs.  The funding levels for education and VR&E support sig-
nificant increases in staffing, which will allow us to address the grow-
ing workload.  Although the Loan Guaranty staffing levels will be 
reduced slightly, the numbers are sufficient in light of the program’s 
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continued operational improvements.
  The budget also includes funding for official initiatives that will en-
sure we have a trained and skilled workforce with access to systems 
and tools that support service delivery.
  VA’s budget will allow these programs to improve overall perfor-
mance and to continue to fulfill our mission of delivering benefits and 
services in a responsive, timely and compassionate manner in recog-
nition of veterans’ service to their nation.
 W ith that, I would like to transition to some of the slides that we 
are going to be using to help step us through the budget request for 
these three programs if I could, sir.
  [The statement of Ronald Aument appears on p. 40]

 M r. Boozman.  Yes, sir.  Thank you.  Let me ask one thing real quick 
in regard to your statement.
 W hen responding to the question regarding a decrease in Com-
pensation and Pension Full Time Employees (CPFT) before the full 
Committee last week, Under Secretary Cooper said he would look at 
moving the proposed additions around.  Is that still the VBA posi-
tion?  And if so, what will be the effect on the business lines that we 
are going to be discussing today?
 M r. Aument.  I understand that there was some concern when Ad-
miral Cooper provided that response in the overall full Committee 
hearing.  I do believe he was largely referring to moving some of the 
FTE around within the three programs that make up the Compensa-
tion and Pension business line.  In particular, he was referring to the 
compensation program, pension program and the burial program.  I 
think if you look at that carefully, you will see that while there was 
some decrease in the FTE, direct FTE supporting the compensation 
business line, there was also a corresponding increase in the pension 
business line.
  It will be our expectation that any type of changes in budget execu-
tion would be largely within those three particular business lines.
  Clearly, the workload and workload conditions as we approach the 
actual budget year would dictate final decisions.  But I do believe that 
was what he had in mind largely when he made that statement.
 M r. Boozman.  Thank you.
 M r. Aument.  First slide please.  The format that we are going to 
be using today as we go through each of the three programs would be 
pretty much alike, similar in nature.  We will be looking at the pro-
grams, program highlights within each of the three respective pro-
grams, focusing on program highlights, workload, performance and 
initiatives.
 I  would like to begin with the education program.
 F or the top line, you can see the total obligations that have been es-
timated for these programs, 2005 actuals, $84 million, arising to $88 
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million in the current year, 2006, and rising again to $92.3 million for 
the budget year 2007.
  Those will support a growing staffing level in the education pro-
gram, which we divide into direct staffing and indirect staffing.  Indi-
rect staffing consists of a variety of management and overhead staff 
that are allocated across VBA programs on a basis that tracks pro-
portionally against the budget and overall staffing levels.  So roughly 
around 14 percent of our staffing level is allocated to management 
and oversight.  That also includes information technology.
 T he information technology, as I am sure you are aware, Mr. Chair-
man, is a little bit of an unknown today because we are in the process 
now of moving towards the so-called federated model in which the 
information technology staff are going to be divided into operation 
and maintenance staff and development staff.  The way the model is 
foreseen is that the operations and maintenance staff would be trans-
ferring out of the administrations and will be under the direct control 
of the department’s CIO.  So there will be some staffing adjustment 
as we actually move towards implementing that model within the 
department.
 T he budgets that you look at for the dollars for 2006 and 2007, 
both years, already reflect the movement of some of the nonpayroll 
-- in fact, all of the nonpayroll dollars have been moved out of the 
administration’s appropriation accounts and into that of the CIO.
  So it is very difficult in some cases on a dollar-for-dollar basis try-
ing to compare 2005 to 2006 and 2007.
 M r. Boozman.  With the additional 46 FTE, how many direct ser-
vice folks are going to come out of that number?
 M r. Aument.  The -- take a look at my -- 
 M r. Boozman.  Educational Service folks.
 M r. Aument.  I believe we have, for 2007, we have I believe 34 FT.
 M r. Boozman.  We have been joined by Mr. Evans, the Ranking 
Member on the full Committee.
 A nd do you have anything that you would like to open with, Mr. 
Evans.
 M r. Evans.  I just wanted to defer to your judgment on the record 
and look forward to working with you on these matters that we have 
been working hard to obtain.  We want to make sure we give the best 
possible to our veterans, again, within the budget.  And I just yield 
back my time with it being a complete record, if that can be put in 
place in the record, we appreciate it.  
 M r. Boozman.  Without objection.  And we appreciate having you 
here.  We appreciate your hard work on behalf of veterans.  Do you all 
have any questions about this particular slide?
 O kay.
 M r. Aument.  Move on to the next slide.  Discuss briefly the work-
load we estimate in the upcoming budget year for the Education Pro-
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gram.
  As you can see, first of all, there have been some very, very heavy 
increases in workload that took place between the years 2000 and 
2005.  We believe that, in part, that reflects the improvements in the 
benefits program for the education program.  The increases recently 
in the Montgomery GI bill program that took place a couple of years 
ago, we believe, are largely responsible for the increase in workload.
 G oing into the budget year 2007, we do not foresee the same level 
of increase that we have experienced in years past because we do 
believe that there is some leveling of that change that went along 
with the benefits improvements.  Nonetheless, as we continue to have 
more service members making the transition from military to civilian 
status, we continue to see high usage of the educational benefits.
  We also expect to see a growing use of the new chapter 1607 benefit 
that we applaud.  We believe that this is a vast improvement in the 
benefits that are made available to guardsmen and reservists, really 
reflecting the different role that they have been asked to play in sup-
port of our nation.
  Again, we do expect to see additional workload increases associated 
with that program.
 M s. Herseth.  If I might interject here because I was going to ask if 
the VA had a position about the effectiveness for the new benefit for 
the guardsmen and reservists, under chapter 1607.  And it sounds to 
me that you feel that it is a good program as it’s been implemented 
thus far, very effective in meeting some of the unique needs.  
  Can you tell me, of the pending education claims of, I believe, just 
over 100,000, do you know how many come under chapter 1607?
 M r. Aument.  We believe that we probably have around 12,000 of 
those claims pending.  It was really only in December of 2005 that we 
actually completed the arrangements necessary with DOD to allow 
us to begin making payments under chapter 1607 and we actually 
began making some payments very late in the month, in December, 
and we have been making them strictly on a manual basis while we 
have been waiting to stand up our automated payment system.
 T hat will be installed this weekend, this coming weekend, and it 
is our expectation that we should quickly work through the backlog 
of those claims.  And Dennis tells me 3 to 4 weeks; I am confident we 
can do it in 2 to 3 weeks.
 M s. Herseth.  I am pleased to hear that.  And so just one more 
question to interject as it relates to this slide.  You may not have 
been finished with the summary of what you wanted to provide in 
testimony, which we certainly want you to go back to.  But in addi-
tion to the increases in the FTEs, and I am glad that your response 
to Chairman Boozman’s question about Admiral Cooper’s testimony 
and how the increases in the FTEs in certain areas hopefully won’t 
be juggled in a way that minimizes what we hope to accomplish with 
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that increase, both in the Education Service and within VR&E, but 
do you have, in addition to the increase in the FTEs as well as the au-
tomated payment system for the new program and perhaps improve-
ments in the payments made to other Education Service programs, 
what else, what is the rest of the strategy to deal with the pending 
claims that are -- are there any other aspects to that strategy you 
could describe to us today?
 M r. Aument.  We believe certainly the quickest way to actually 
tackle the backlog, the existing backlog, is through employment, by 
adding new staffing resources to the program.  Within the Education 
Program, we believe that, as distinguished from the compensation 
pension business line, we can typically make a new hire productive 
in a 6 to 9 month time frame, so that new staffing, resources come 
into this program, have really measurable effect relatively quickly in 
comparison to the compensation and pension business line.
 F or some more midterm initiatives, technology -- typically is a lon-
ger-term solution and takes some time to actually bring from concept 
to fielding and actual application in production.
 B ut in the meantime, you will note that our budget contains an em-
ployee certification initiative that we plan to apply to the Education 
Program.  We think that this can help ensure a certain level of pro-
fessionalism among our workforce and, in addition, our commitment 
to invest in training and training tools in support of the educational 
program.
 M r. Boozman.  On the slide, increases as a result of enhanced out-
reach, what would be an example of that?  Just out of curiosity, what 
are we doing in that regard?
 M r. Aument.  Largely, it is.  I will turn to Dennis.  There are a 
couple of strategies for outreach.  There is a direct-contact strategy 
where these are included in many of the transitional type briefings 
that we provide to transitioning service members.
  Last year, we conducted nearly 8,200 separate briefings and briefed 
over 325,000 transitioning service members, including members of 
the Guard and Reserve.  And Dennis, step in here.  But we also have 
some direct mailings that are provided to transitioning service mem-
bers both before they leave the service and shortly after departing the 
service as well.
 M r. Douglass.  Yes, sir.  About 12 months after an individual comes 
on active duty, they actually receive the first of a series of mailings 
from VA in partnership with DOD through the Defense Manpower 
Data Center.  It basically is an introduction to the Montgomery GI 
bill, which the service member has agreed to participate in by having 
his pay reduced.  At the 24-month stage, we also send another mail-
ing again merely reminding him or her that they have an important 
benefit that can be used, strictly speaking can be used at that 24-
month stage while they are still on active duty.  They tend not to hap-
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pen that way of course.  It tends to wait until they are released from 
service.  Then again, about 6 to 9 months before they are scheduled to 
separate -- we have another mailing of a more detailed brochure.  It 
gives them a lot more information on eligibility requirements, things 
they need to know to be prepared for that transitioning period.
 W e know that many of them will not seek education right away, 
but we want that information to be in their hands as they transition 
so that they can make those important decisions.
 A fter separation, about 90 days to 6 months afterwards, they get 
another mailout with veteran status that basically reiterates all of 
those things that we have said up to that point.
 M r. Boozman.  Very good.  Thank you.
 M s. Brown-Waite has joined us.  Do you have an opening statement 
or anything you would like to -- 
 M s. Brown-Waite.  Mr. Chairman first of all, I want to thank you 
for holding this Committee hearing today, and it is very timely.  As 
you know, I have the most number of veterans of any member of Con-
gress, and I like to believe that they moved into the district because I 
fight so hard for veterans and for their needs.
 W e have great opportunity here with thousands of soldiers return-
ing from Iraq.  And I just got back from a visit to Iraq last week, Iraq 
and Afghanistan, where the members of the military are returning 
back from and also other parts of the world.
 A nd so, I believe that it is essential that Congress assist them in 
making the transition from the front lines to the home front.
 T here is no doubt that the VA will see a surge in the number of 
individuals seeking assistance in education, vocational rehabilitation 
and home loans.  Given this increased workload, I believe it is es-
sential that we need to continue to direct funds and resources to the 
area of need while we are also bringing greater efficiency and better 
use of our resources.
 I  look forward to hearing the information today.  And I apologize 
for being late.  I had some folks visiting from Florida.
 O nce again, I certainly want to thank the Secretary for being here 
today and look forward to the continuation of the comments.  I do 
have a question later, but I think I will let you go through some of the 
rest of the presentation.
 M r. Boozman.  Very good.  Thank you.
 A gain, the way that we are doing this is, as the slides come up, if 
you have a question at that time, feel free to -- this is going to be very 
informal from that respect and a little bit different from perhaps how 
we normally do our hearings.  So Mr. Aument -- 
 M r. Aument.  May I move on to the next slide, Mr. Chairman?
  This will briefly provide you some of the performance statistics that 
we consider the most critical for the educational program.
 T he average days to complete original claims for 2005 was 33 days.  
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We predict this going down, estimate it going down by the end of 2006 
to an average of 27 days, and with the resources requested in the 
2007 budget, we believe we can bring that down to 25 days.
  Currently, we are running at around 39 days this year-to-date.  
The Educational Program is a cyclical program that typically sees 
spikes in the timeliness based upon the peak periods of educational 
enrollment.  But we believe that, as we bring more staff on, make 
those staff more productive, we will be able to bring that down to an 
average of 27 days by the end of the year.
 F or our supplemental claims that we ended the year 2005 at an av-
erage of 19 days.  We expect to be able to bring that down to 13 days 
in 2006 and to 12 days in 2007. 
 M r. Boozman.  I am sorry.  Now, on the chart, we have targets.  I 
am not sure if you answered this or not, but what are the, for real, the 
current performance?
 M r. Aument.  I think I mentioned that as of the end of January, the 
original claim timeliness was running at 39 days.
 M r. Boozman.  39 days?
 M r. Aument.  Yes.
 D ennis, how about supplementals?
 M r. Douglass.  21.9 days for supplemental claims through the end 
of the month of January.
 M r. Aument.  As we have mentioned, that is clearly not what we are 
hoping for but we do have an annual cycle in the educational claims 
processing, and typically this is the high point of the year.
 M r. Boozman.  How would that compare to a year ago with the -- not 
the target, but the actual -- what was going on a year ago?  I am just 
trying to figure out if we are moving in the right direction.
 M r. Aument.  36.6 a year ago; 19.8 for supplementals.
 M r. Boozman.  And what would you say, again, you mentioned the 
outreach efforts, which I think are great; you know, all of the things 
that you are doing to try and get people aware of their benefits.  That 
is so important. But how would we compare -- what is the usage now 
compared to a year ago?  Do we have any figures along that line?
 M r. Aument.  Let me clarify the question.  You would say the usage 
figures through educational benefit or our outreach figures?  
 M r. Boozman.  Well, again, it looks like we have lost a few days.  
What I am trying to do is figure out, is that due to the fact that we 
have more people trying to access the benefit now than we did a year 
ago?
 M r. Douglass.  Through the end of the first quarter, we are about 
on pace with where we were at the end of the first quarter last year.
 I  think the reason that we are seeing the slight bump up in timeli-
ness is because, during October, November and December, not only is 
that generally our highest point, but with the additional staff that we 
got last year, we worked down some of the older cases.  Those older 
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cases will be reflected in a higher average processing time, until they 
are worked through the system.
  I believe we’ll see significant declines, improvements in the timeli-
ness through the rest of the year, because we moved a large number 
of those older cases out of the system.
 M s. Herseth.  So the next peak period is going to be June, July, 
August, getting ready for September enrollment.
 M r. Douglass.  Actually, we will probably see a very small spike in 
the April-May time frame for spring and summer enrollments, and 
then it will be very small.  And then in the fall, September-October, 
we will see another peak period.
  I would expect that peak, however, not to be as daunting as the last 
fall enrollment was because we will have had more staff and more 
proficient staff by that point in time.
  Mr. Aument.  If I could add.  Much of last year, 2005, we were hav-
ing a hiring freeze in most of our major programs.
 I n 2006, we are having, it has turned out, with the help of the Con-
gress and of the department, a much better year than we were pre-
dicting this time last year.
 A nd as such, we really had pretty tight hiring controls throughout 
the year, and it was really not until the summer that we gave the 
education service license to go out and hire.
 N ow, with the additional resources this year, we have increased 
their staffing levels yet again, and probably more importantly for the 
directors at our regional processing offices, we have given them a ceil-
ing that they can continue to hire against so that, as opposed to wait-
ing for permission from headquarters to go out and hire, they have 
been given authority to maintain constant staffing levels throughout 
the year.  So, as they have people coming off the rolls, they can quick-
ly backfill those individuals.
 M s. Herseth.  I appreciate the kind of recapping where we were 
last year at this time because I remember specifically stating the con-
cern to Admiral Cooper because we had this new program for Guard 
and Reserves, and there was a reduction in FTEs at this time last 
year that was proposed, and we expressed concern about that.  So 
I do hope that Mr. Douglass and Mr. Aument, that the trend of the 
numbers at this stage is reflected in part because of the older cases 
that we are working down, but perhaps you could provide to the Sub-
committee a comparison from last year to this year in that April and 
May time frame as well as the other spike that we anticipate seeing 
in the fall just to give us a little bit of assurance there.
 M r. Aument.  We will be happy to do that.
  [The information is found on p. 91.]

 M s. Herseth.  Thanks.
 M r. Boozman.  Ms. Brown-Waite.
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 M s. Brown-Waite.  Thank you, Mr. Chairman.  I do have a question 
for the Secretary.  Back in, I think it was November there was an ar-
ticle in the Miami Herald about the backlog of those some 8,000 who 
have applied for the new funding under chapter 1607, and I also had 
a constituent contact me.
 W here are you in working on that number of backlogged applica-
tions?  I actually had a constituent who virtually was at the edge of 
bankruptcy because he had proceeded, enrolled in college and just 
obviously did not have that money.
 W here are you in working on that backlog?  And you may have al-
ready covered it, and I apologize if you did.
 M r. Aument.  I would be happy to clarify that, Congresswoman.  
It was not until mid-December that we actually were in a position 
where we could legally make any payments whatsoever.  On Decem-
ber 15th, we signed the memorandum of understanding with the 
Department of Defense that actually positioned us to begin making 
some payments on this new benefit.
 B y the end of the month of December, we had made some pay-
ments.  We are making payments strictly on a manual basis while 
we have been waiting to stand up the automated payment system 
needed to process those claims on a routine basis.
 A s of today, we have around 12,000 chapter 1607 payments that 
are pending.  We have made payments on something under a thou-
sand.  Over this weekend, we have a scheduled system install that 
will allow us to bring up a new payment system for chapter 1607 
payments.  And we expect to be able to work down the backlog in its 
entirety in three to four weeks.
 M s. Brown-Waite.  If I may follow up, have you been in touch with 
the veterans to let them know what the problem is, or has it just been 
if they contact you?
 M r. Aument.  It has largely been if they would contact us.  As far as 
the individual veterans, the 12,000 veterans we have not been doing 
any targeted outreach that I am aware of.
 M s. Brown-Waite.  Can you turn your microphone on?
 M r. Douglass.  I am sorry.  Thank you.
  When the reservists filed their first claims with VA, we made an 
initial contact with them basically to let them know that, number 
one, we had their claim; number two, that we were awaiting some of 
the legal issues that Mr. Aument mentioned; and three, as soon as 
those things were cleared, we would begin making the payments.
 W e did not contact them routinely after that unless they contacted 
us.
 M s. Brown-Waite.  Thank you.  And will you report back to the 
Committee on that, when this weekend is over, so that we know peo-
ple are being taken care of properly?  Mr. Chairman, if you would 
indulge me, I think that would be very appropriate.  Every one of, 
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every member of Congress has people in that cachement group who 
are concerned.
 M r. Aument.  We will be happy to do that.
  [The information is found on p. 92.]

  May I move on to the next slide?
 M r. Boozman.  Yes, sir. 
 M r. Aument.  Education initiatives.  I believe I had already men-
tioned the first initiative, the skills certification.  This was an initia-
tive that we began in the compensation and pension business line 
that we believe is very, very important and that will help us ensure 
a certain level of professionalism.  We believe the staff needs to have 
some sort of confidence that they have attained this level of profes-
sionalism.
 W e are going to be investing in the educational program for skills 
certification for the staff who process claims and staff within the edu-
cational business line in the 2007 budget.
 T he second initiative is one that I regret that I am not able to pro-
vide greater information that you had requested.  The information 
technology initiative that we call TEES began as the Education Ex-
pert System.  This is an umbrella program that currently we have 
funding for in 2006 and 2007 to take on a limited component of the 
overall program as it has been envisioned.
 A s fully envisioned, we would be incorporating more rules-based 
processing into the educational program that we believe holds great 
potential for efficiencies.
  Not only efficiencies, but, you know, qualitative improvements in 
the form of accuracy of payments, as well.
 T here are three applications within the education business line 
that we have funding to proceed with for years 2006 and 2007.
 A nd the, you know, the program as currently envisioned would in-
clude fielding each of those three applications before the end of fiscal 
year 2007.
 I  could state two other initiatives in the information technology 
area that we are looking at for the education program.  I believe that 
Chairman Buyer in the full Committee hearing was talking about is-
sues for funding for code conversion.  Our departmental CIO is very 
interested in this program.  And this would give initiative to expedite 
or exit off of some of the department legacy systems into a more mod-
ern corporate processing environment.
 I deally, that ideally would position us to make quicker improve-
ments to the programs supporting applications and by positioning us 
in a more modern information technology environment.
 W e are looking at a proof-of-concept program that we would be like 
to be able to undertake this year that, if successful, would provide us 
for a pathway to apply to those systems that remain on our legacy 
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-- on the legacy systems, the benefits delivery network that you may 
have heard of, the BDN network.  
 T he program that has the largest number of programs that con-
tinue to reside in that environment without an exit strategy is our 
education programs.
 I f the code conversion, proof of concept proves successful, we are 
very optimistic that it will help expedite our exit strategy from the 
legacy systems.
 T he other component that we are looking at this year is what we 
call TIMS, which is the image management system that supports the 
educational programs.
  Currently, the infrastructure issue for TIMS is that there are sepa-
rate imaging systems and databases that are in place at each of our 
four regional processing offices.  The investment that we are looking 
at in this current year would help move those into a single database 
that would enable us to move work around more freely among our re-
gional processing offices so that as any type of regional backlog would 
develop, we would be able to redistribute some of the workload and 
balance the workload amongst those four offices.
 M r. Boozman.  Very good.  Before we move out of the education, the 
partnership for veterans, Ed has proposed the total force GI bill con-
cept which Chairman Buyer and I think all of the Committee is very 
interested in looking at.
 I  guess, you know, have you all looked at the proposal and had any 
discussions with DOD in regard to that, the concept, and I guess, 
what we would like to know are, besides funding, what other big is-
sues do you see kind of lurking out in that regard?
 M r. Aument.  Yes.  As you are aware, the proposal first originated 
from within the Secretary’s Advisory Committee on Education.  And 
so we have looked at that.  We have actually taken this proposal to 
the Joint Executive Council that forms the deliberating body between 
the Department of Veterans’ Affairs and Department of Defense.  We 
have had some presentations before that body.  And they have taken 
it on as a work group to try and help develop the concept.  There are 
going to be a lot of challenging issues to it in addition to the funding.  
And I am going to ask Dennis to expand upon those somewhat.  Prob-
ably the challenge that is one of the more formidable challenges to 
this, is the fact that it envisions all of the applicable law being moved 
into Title 38.
 A s you are aware, some of the programs today are in Title 10 under 
the jurisdiction of the Department of Defense, so that those proposals 
some will have legislative challenges towards actually effecting that.
 B ut there are also other types of challenges, too, and we are trying 
to normalize some of those programs where the chapter 30 involves 
a service member’s contribution, whereas the other programs do not 
involve contributions from the reservists.  So you have to figure out 
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some of the steps that would be used to try and bring those into con-
formity as we move forward.
 W e do believe that it is very promising and are pursuing this in all 
sincerity.
 B ut, Dennis, maybe you could speak to some of the other challenges 
involved there.
 M r. Douglass.  Thank you.  I believe the working group is in their 
early deliberations, and they have met five times since the middle 
of October and in fact are scheduled to meet again next week, next 
Thursday.
 B ut probably the single most daunting challenge is the question, 
can three separate programs with three distinct purposes serving 
three often separate but sometimes similar populations be seam-
lessly melded into a single program?  And that has probably been the 
single largest challenge for the group to work on.
 A nother one, and probably related somewhat to that, is should a 
single program offer all of the best features of any one of those other 
programs?
  And I will give you one example.
 S everal years ago, I guess about 3 years ago, Congress enacted 
what we call buy up, where a service member has an opportunity to 
actually increase his pay reduction by up to $600 and, in return, get 
up to $150 a month added on to his basic benefit.  Now that is only 
available under the Montgomery GI bill active duty program, and so 
you raise the question, should that be in a single program that serves 
all of those constituencies?
 T hose are really the two largest issues.  And we have talked about 
other smaller issues.  But those seem to be the two, the two biggest 
ones, other than, where is the funding coming from, and what will a 
program like this actually cost?
 A nd we haven’t even gotten into those cost estimates yet.
 M r. Aument.  Can we move on to the VR&E program?
 M r. Boozman.  Yes, sir.
 M r. Aument.  I would like to touch on some of the program high-
lights as we have done with education.
 A s you can see, the total obligations are predicted to rise from the 
2005 actuals of $133.5 million to $138.8 in 2006 and $149.3 in 2007.
  We are also anticipating some significant staffing increases, par-
ticularly in 2007, when the overall staffing level is going to be rising 
by around 130 FTE, between both direct and indirect staffing.
 T he positions that we envision will be added during 2007 fall into 
three separate categories.  The largest number of them we expect will 
be in the new employment counselor position, that is associated with 
the new five-track model to employment.
 T he second most prevalent category would be in counselors.  And 
lastly, we would be adding additional contract specialists to manage 



16
the administrative contract work of the VR&E program.
  During 2005, this program expended quite a bit on contract dollars.  
We spent over $26 million in 2005 on various contracts.
 I n some cases most of those are services, of course, and we employ 
a number of contract counselors.  Some of our offices utilize that au-
thority more than others.
 B ut then there are also additional support services that we pur-
chase that support the vocational rehabilitation programs of the in-
dividual enrollees.
 M r. Boozman.  How many rehab counselors do you think would be 
hired out of the 130 FTE?
 M r. Aument.  We would probably be able to give you a better num-
ber as we approach the execution cycle.  As we said before, the largest 
number of FTE we envision in this hire would be in the employment 
counselor position.  And that, again, is in support of the five-track 
model.
  Next slide.  Workload.
 W e are predicting in 2005 a two and three quarter percent increase 
in the workload to just over 100,000 participants.  And we are pre-
dicting another 2.5 percent increase in 2007 bringing the total to over 
102,000 participants.  I believe it almost goes without saying that one 
of the factors driving the workload is outreach.  As you are aware,  
we have individuals stationed at each of the MTFs where most of the 
more seriously injured returning service members first go for treat-
ment.  We believe that outreach has been very successful in drawing 
new individuals into the program.
 F or those of you who watched “60 Minutes” over the weekend, 
there were two very compelling stories of two young women.  There 
was one with traumatic brain injury out of the State of Ohio whose 
aspirations are to become a social worker.  And the other was an am-
putee who lost one leg at the hip who hopes to become involved with 
prosthetics, enter into that entire business line.
 I  am pleased to say that both of those individuals are participating 
in VR&E program.  And it really makes me feel good to be able to 
have programs to help those types of individuals.
 O f course, that brings us to the issue that we do have more serious-
ly injured veterans because of the actions going on today in the war 
against terrorism.  So that is contributing to the expected workload 
increase in the VR&E program.
 M s. Herseth.  If I might, at this point, I did see the 60 Minute seg-
ment.  I was very heartened by it, of course, and even asked a mem-
ber of my staff to get a hold of Jessica, who is the young woman who 
suffered from the traumatic brain injury, because we have a National 
Guardsman who is receiving care in the same facility that she did in 
Minneapolis.  And I want to follow up with her on -- I think she was 
given a 2 percent chance.  And she was one of the most articulate 
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individuals I have seen interviewed for a long time.
 A nd, I do have a question though about the follow-up.  I am glad to 
know that there is this clear attempt to reach early, those veterans 
who are severely disabled in their service.
  And I don’t know if you have examples from the folks that were 
interviewed in that segment, but what is the follow-up once they are 
back in their communities, back with their families?  Especially in 
my part of the world, how are we getting to some of the folks that may 
be in more rural, more sparsely populated areas where the difficulty 
of travel or at least the infrequency of travel to say Sioux Falls, South 
Dakota, or Minneapolis, Minnesota, poses a particular challenge?
 M r. Aument.  Well, that is a very good question.  I would like to ask 
Judy Caden in a moment to follow up on that, but I do know that once 
we have initiated the seamless transition initiative and we are mak-
ing a better organizational effort, making sure that we have both the 
VBA and VHA staff stationed at the major MTFs.  Admiral Cooper 
made a very strong statement to all of our regional office directors 
that it is our goal to try and track these most seriously injured ser-
vice members as they leave the major MTFs and make a transition 
to their communities, and we are making every effort to try and fol-
low those individuals into the community.  And Admiral Cooper has 
charged each of our regional office directors that, when we become 
aware that one of these seriously injured service members is now 
returning back to their community, our regional office directors are 
expected to call them immediately.  Because we realize that not all of 
these individuals are actually ready for VR&E services while they are 
at these facilities, and people need some time to come to grips with 
the change in their lives.
  And so it is our expectation that we do retain that type of contact, 
whether it is in an urban or in a rural environment.
  Judy, maybe you can add to that.
 M s. Caden.  I will add one thing to that part of it.  We did put a 
requirement that, when contact is made with a potential VR&E par-
ticipant, if they don’t express interest in the program at that time, 
because they are still going through their medical rehab and they are 
not ready, that within a year we have required the regional offices to 
go back again to the person.  At that point, they are at home; hope-
fully they have made it through the medical part of their rehab or it 
is not as intense, and we again talk to them about the VR&E program 
and try and draw them into it.
  We also, you know, have VR&E staff at the 57 regional offices.  And 
we have about 120 outbase sites also because we do require face-to-
face contact with the veteran.  And we also use a lot of contract coun-
selors which would help us in the rural areas especially.
  Ms. Herseth.  I appreciate the information.  Just one suggestion, 
and perhaps it is being done at some of the regional offices, if there is 
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that requirement for additional contact within the year, to certainly 
try to bring in some of those service members who have participated, 
have decided to participate in the VR&E program to make more sort 
of a peer-to-peer contact about the benefits of the program.
  Ms. Caden.  We will look at that.  Thank you.
  Ms. Herseth.  Thank you.
  Mr. Boozman.  I just have another question that is related to the 
workload.  When you look at the San Diego office, as far as determin-
ing entitlement benefits, the range there is 18 days in San Diego; 25 
in Pittsburgh; 183 days in the Washington regional office.  Are we -- I 
guess the data seems to indicate that perhaps the resources aren’t 
being spread, you know, evenly to kind of balance that out.
 T he IB suggests giving the VBA program directors line authority 
over VA field office directors.  I would like to know, what do you think 
about that?  When we see those discrepancies, you kind of wonder 
what the deal is, and you know, what is the solution to the problem?
  Mr. Aument.  First of all, sometimes the numbers don’t really tell 
the whole story just on face value.  The Washington regional office, 
for example, I believe is an exception.  As you may be aware, one of 
the missions of the Washington regional office had always been to 
process all of VBA’s foreign work, and that applied to compensation 
and pension claims as well as VR& E claims.
 S ince then we have moved the compensation and pension work-
load.  That workload has been reassigned out of the Washington Re-
gional Office to our Pittsburgh Regional Office.  But they still retain 
responsibility for managing all of the VR&E foreign work out of the 
Washington office.  And that poses a lot of unusual challenges.  So I 
don’t know that the Washington Regional Office is probably the best 
example when we’re trying to make those one to one comparisons on 
a performance basis. 
  Mr. Boozman.  Lincoln, Nebraska, is 144 days.
  Mr. Aument.  Going on to say, we do realize that there are some 
disparities in staffing.  VR&E, as I mentioned earlier, that the educa-
tion workload had been challenged over the past year, too, with some 
hiring ceilings.  I don’t agree that the solution to this is having sort 
of a stovepipe arrangement from the program office down to the field.  
Our VR&E program director, as does the education program director 
and loan guaranty director, have considerable input into staffing is-
sues and staffing decisions, but I do believe that there is a real benefit 
in having a local director to be held accountable for the success of the 
program.  I believe that by having that type of a stovepipe arrange-
ment where you have five separate stovepipes going out to the field 
creates a situation where you have got a director who is sort of a 
building manager that has little or no accountability for the success 
of those programs and has no ability to make any type of local deci-
sions based upon local workload requirements and local conditions.
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 S o I do believe that the model we have today where we have an 
operations component with considerable input coming in from the 
immediate programs and with the programs focusing on policy and 
procedures is the model that we believe is the best model.
  Mr. Boozman.  Thank you.  We can go ahead.
  Mr. Aument.  VR&E performance, we have some discussion on the 
later slide on the rehabilitation rate, but this is one of the key perfor-
mance measures for this program.
 O ne of the things I am going to ask Ms. Caden to discuss -- and 
you will see we take a jump-up in our targets for 2006 and 2007; we 
have got some adjustment there to the baseline that we are measur-
ing from and, in the interest of full disclosure, we will talk about 
that so that there is no confusion about what the numbers actually 
represent.
 B ut, again, we have been seeing more people rehabilitated through 
the program, we are seeing more veterans that are entering into in-
dependent living status, so I will ask Judy to talk about that in fur-
ther detail.
 W e are taking a look at the speed of entitlement decisions.  Again, 
we are predicting improvement both in 2006 and in 2007 in this area, 
as we are expecting and predicting improvement in the accuracy of 
our decision-making.
  Ms. Caden.  First, let me address the rehabilitation rate.
 W e have redone the formula for how we are going to calculate the 
rehab rate, and we have added into the calculation something called 
the maximum rehabilitation gains.  These are categories of veterans 
that have been participating in the VR&E program, but for several 
reasons have discontinued their participation.
 M any times they will accept an employment position that the coun-
selor did not believe was consistent with their disability limitations, 
but through the work we have done with them, through the training 
they have gotten, some of the job services, they have accepted a po-
sition and they are happy with it and they have dropped out of the 
program.
 T here is another category of those who are employable, but they 
have, for whatever reason, informed us that they are not going to 
seek employment.  Things change in their personal life and employ-
ment no longer is their goal at that time and so they discontinue the 
program.
 A nd then there are others who have worked through the program, 
they are not employed, and they are really not employable but are in  
independent living programs.  And they may not finish the program, 
and usually that is because their medical disabilities interfere and 
for physical reasons they no longer participate in our program, but 
we have contributed to increasing their independent living.
 S o what we have done with those three categories is neutralize 
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them, if you will, from the calculation.  We are not going to take the 
hit as a discontinue, we are not going to take the credit as a full reha-
bilitation achieved, but we will neutralize them; and that has caused 
the rate to jump to the current 69 percent.  We just think that is a 
more fair view of the work that is being done.
  Mr. Aument.  Retrospectively, if we were to apply that same for-
mulation to 2005, just for an apples-to-apples comparison, you would 
have seen -- the rehabilitation rate would have been 68.6 percent.
 T his provides some of the timeliness statistics as well as to give you 
an idea of the order of magnitude of the program participation.
 F irst of all, let me state that what you are seeing here is a snapshot 
in time that is giving you the views of the status as of February the 
1st of this year, and that applies both to the average days that have 
been in that status as well as the number of veterans and service 
persons in those various areas.
 A re there any questions on that?
 T his is something I know that there has been great interest amongst 
the Congress in our status in implementing the VR&E task force rec-
ommendations.  First of all, we have actually completed over half of 
the recommendations of the VR&E task force.  There will be a few of 
those that at this point, we would not propose to implement, but we 
believe that we are making great progress on the remaining ones.  
 T he recommendation that we believe probably rises to the top is 
the implementation of the five-track employment model.  That has 
successfully completed, along with the jobs lab, some of the pilot as-
pects, and we are in the process of nationwide implementation this 
year.  We are very pleased and we believe that this is going to have 
a really positive impact upon the program operations on a national 
level.
 T here is a study of veterans receiving independent living that our 
staff has undertaken.  We are also looking at new employment coor-
dinator positions to have national training for a particular position.  
In the budget request, we have nearly three-quarters of a million that 
has been requested for initiatives to support the program.
 I f we can move on to the loan guaranty program.  Loan guaranty 
highlights.  This is one of the Department’s success stories.  We don’t 
always measure success by increasing resources.  In this particular 
case, I believe that we can measure some success in the way that the 
program has been able to do more with less year after year.  They 
have been making some great programmatic improvements.
 I  also believe that this is an area that has been a model for us 
to look at for successful consolidation as well as for some successful 
integration of technology into their operations, and they continue to 
make great strides in that regard.
  We can take a look at staffing.  As you can see, staffing for this pro-
gram is relatively flat, actually with a slight decline going into each 
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year.  We do not foresee any type of degradation of the key perfor-
mance measures in the loan guaranty program through these types 
of adjustments.
  Ms. Herseth.  If I might, before you go on:  So in justifying the 
reduction of the FTE for this program -- and you make reference, I 
think in your written testimony and I think you just did in terms of 
operational efficiencies that have been gained through information 
technology -- I guess my first question is, how do you know that the 
quality of service has remained high?  And perhaps some of these 
other slides will show us that.
 S econd, could you describe in a little bit more detail the technologi-
cal advances the program has implemented to leverage such efficien-
cies?
  Mr. Aument.  I would be happy to.  In fact, I am going to ask Mr. 
Pedigo to respond more directly to you.
  But I can say right now, much of the staffing of the loan guaranty 
program is devoted in one form or another to oversight.  And because 
we are so intimately involved with the commercial sector in our deal-
ings with lenders and realtors, truly much of the staffing there is in-
volved in overseeing the performance of those particular programs.
 B ut, with that, I will pass it along to Mr. Pedigo.
  Mr. Pedigo.  Yes, Congresswoman, we have done a number of things 
to ensure that we have a quality control system that provides a high 
level of oversight over the activities that are performed in the loan 
guaranty program.
 W e have delegated a considerable amount of processing authority 
to the private sector.  We have given lenders the authority to improve 
veterans’ loans, we have given them the authority to make appraisal 
value determinations on VA’s behalf, and, in order to ensure that 
they are properly carrying out our policies, we have several things 
in place.
 I nternally, we have a statistical quality control system that mea-
sures every aspect of the work that our own staff performs and, for the 
last 3 years running, the overall quality index has been very high.
 W e also have a lender monitoring unit, a staff of 13 auditors who go 
around primarily to the large
lenders and perform on-site audits to make sure that they are prop-
erly carrying out VA’s policies.
  And then, finally, we have what we call a systematic analysis of 
operations, which is required to be performed once a year by each of 
our nine regional loan centers.  They have to comprehensively review 
every aspect of their operations and submit a written report to the 
field station director as well as to central office.  Those are the main 
mechanisms that we have in place to make sure that the quality re-
mains at a high level.
 Y ou also asked me to talk about some of the information technol-
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ogy improvements that we have made that have enabled us to get 
the job done with fewer staff.  We have made a concerted effort to try 
to provide as many self-service automated systems as we can.  The 
first effort in this area was in 2003 when we developed an automated 
certificate of eligibility system which enabled a lending institution, 
whenever they had a veteran come in and apply for a loan, to go 
on the Internet, access this system and, by putting in the veteran’s 
name, Social Security number, and date of birth, in most cases get an 
instantaneous certificate of eligibility.  That essentially has replaced 
a manual system that sometimes required 2 to 3 weeks for a veteran 
to get a certificate of eligibility.
 W e also have a new automated appraisal system that does a num-
ber of things for us.  Number one, it allows lending institutions to 
electronically order an appraisal report.  Instead of having to send 
in paper documentation, as was previously the case, they can go on 
the Internet, access the system, get the appraisal ordered and, at the 
same time, get a case assignment number.
 T his system also permits the appraisal report, once it is completed 
by the private sector appraiser, to be electronically sent to the lend-
ing institution and to the VA, eliminating anywhere from 3 to 5 days 
of mail time.
 T hose are just some of the systems we have put in place recently.
  Mr. Boozman.  Ms. Brown-Waite.
  Ms. Brown-Waite.  Thank you, Mr. Chairman.
 A bout a year ago I had some complaints from realtors about the 
fact that they steer clients away from the VA loan guaranty because 
there was a problem with the appraisers; and now, if I understood 
you correctly, you are saying you allow the lenders to use their own 
appraisers.  But don’t they have to be on an approved list by you all; 
is that accurate?
  Mr. Pedigo.  Yes, that is accurate.  The change that we made with 
the automated system does not alter the requirement that VA controls 
who the appraiser will be on a veteran’s real estate transaction.
 L enders are now, however, able to access our automated system, 
and that automated system selects the appraiser based on a rota-
tional selection process.  So the lending institution has no control 
at all over who the appraiser will be.  This is one of our oversight 
mechanisms.
  Ms. Brown-Waite.  If I may follow up, Mr. Chairman, one of the 
problems has been that in some areas the, quote, “approved apprais-
ers” are limited; and so that is why the realtors have told me that 
they steer people away from the VA loans.
 H ave you remedied that?  Have you increased the list?  Obviously, 
we want to make sure that they are not fly-by-night appraisers, but 
you also may need to look at the number that are available in certain 
areas.
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  Mr. Pedigo.  Yes.  We have taken some action in the last couple of 
years to address that problem.
 I n October of 2003 we embarked upon a 2-year marketing effort to 
increase the size of our appraisal roster by 40 percent, and when we 
completed this in October of 2005, we had accomplished our goal.  So 
we now have roughly 1,600 more appraisers on our roster than we did 
back in October of 2003.  So we believe that we have substantially ad-
dressed the problem where, in some areas, there were not sufficient 
appraisers.
 T hat doesn’t mean that there aren’t pockets where we still need 
some appraisers, and so we have directed our regional loan centers 
to continue seeking out new appraisers who would be interested in 
doing veterans’ appraisals.
  Ms. Brown-Waite.  Mr. Chairman, I want to thank the gentleman 
for taking the initiative to increase the number of appraisers, but I 
believe I am still told that there are areas where there is a shortfall; 
and I think you need to work toward that.  Because I will tell you, I 
think veterans need to take advantage of this opportunity, especially 
now that we have increased the loan amount to be more reflective of 
real market values out there.  And continuing to make sure that you 
have a good geographic representation -- not that a bank will give you 
a 30-day loan commitment, but if you can’t get an appraiser who is 
approved by the VA, that is why there has been a reluctance to use 
this great program out there.
 A nd I just simply commend you for taking this initiative and en-
courage you to continue to look at areas where there is a shortfall.
  Mr. Pedigo.  We will definitely do that, Congresswoman.
  Ms. Brown-Waite.  Thank you, Mr. Chairman.  Yield back.
  Mr. Boozman.  Can you all comment on the cost of the Ocwen con-
tract, and I guess there was some concern about them outsourcing, 
off-shoring their cost center.
  Mr. Aument.  Let me start off, and I will pass along to my colleague 
Mr. Pedigo.
 T he Ocwen contract for property management, the outsourcing of 
that operation has certainly been a challenge to our organization, and 
I believe that we are seeing improvements in the business relation-
ship that we have had with Ocwen.  Admiral Cooper and I are very 
pleased with the way Mr. Pedigo has managed that.  He has been 
holding their feet to the fire where we have been seeing any sorts of 
performance shortcomings on Ocwen’s part, and I think there has 
been some fairly skillful contracting at work there that has the abil-
ity to impose penalties where we are not seeing performance, and we 
commend him for the business practices that are employed there.
 A s far as the offshore thing, there is a little notoriety that was 
gained there on this offshore component.  It is true that Ocwen, we 
understand, does have some back office functions where they employ 
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services from India.  We understand they are largely in the account-
ing area.
 B ut as far as the call center goes, let me make it clear that no 
veteran is going to be placing a call that is referred to any offshore 
call center.  This is largely within the industry.  And I will defer to 
Mr. Pedigo on that issue, too, but I do believe that there should be no 
mistaking that no veterans’ calls are being directed for any purpose 
to any offshore call center.
  Mr. Pedigo.  I would just expand a little bit on the cost issues.
 A s Mr. Aument said, we do have a pretty aggressive oversight pro-
gram in place.  We set up a unit that is located in Nashville, Ten-
nessee, where we have 19 auditors whose only job is to monitor the 
contract that we have with Ocwen Loan Servicing, and they review 
every payment voucher that is submitted by Ocwen.  And there are 
thousands that are submitted each month.  
  They also do field inspections of properties that Ocwen’s property 
managers have inspected for us to make sure that they are doing ad-
equate inspections.  They also conduct quarterly audits of the Ocwen 
financial records to make sure that Ocwen is dealing with us in an 
even-handed manner.
 W e do believe that we have a very good feel for how they are op-
erating.  At the present time we are in the process of trying to put 
pressure on them to improve in certain areas that we are not totally 
satisfied with, and we will continue to do that as we move forward.
  Mr. Boozman.  You mentioned -- and, again, this is kind of off a little 
bit, but you mentioned the fact that through contracting and things, 
you are trying to hold their feet to the fire.  And I am not suggesting 
that they have done anything wrong.  We do have instances where 
people do things wrong in just the size and scope of the agency.
  Do we need to -- do you feel like there is sufficient law in place to 
give you the tools that you need in dealing -- and again, this doesn’t 
have anything to do with them, but when you run into situations, do 
you have all the tools in the toolbox that you need to deal with people 
that you are having a tough time with or people that blatantly aren’t 
doing what they are supposed to do?
  Mr. Aument.  I believe that we do.  I believe that there has been 
some skillful contracting involved in establishing the Ocwen contract 
on that, and I believe that there are plenty of tools there, and arrows 
in our quiver, I believe, to deal with this.  Which is not to say that 
we have not learned how the contracting in another iteration can be 
strengthened, because this was all rather novel to us.  We had gone 
into this for the first time, so I think we found areas where we can 
have even tighter contracting in the future.  But I believe the current 
repertoire of tools and remedies is probably adequate for our needs.
 K eith.
  Mr. Pedigo.  I would agree with that.
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  Mr. Boozman.  Thank you.
 G o ahead.
  Mr. Aument.  Over 150,000 loans guaranteed in 2005, let me reiter-
ate that this was something that was a little bit of an eye-opener to 
me when joining the Veterans Benefits Administration.  And, really, 
the real workload of our loan guaranty office, it is difficult to measure 
in the number of loans that are guaranteed because that actually is 
something that is largely conducted within the private sector, so that 
is probably not the best measure of workload for us.
 O ur workload is really more in the oversight area, and the more 
direct services aspects of our workload consists of the staff that are 
out there helping veterans who eventually find themselves in loan 
situations that potentially are going badly.  I believe that the direct 
services aspect of our work is better measured in the assistance that 
we provide veterans who are having financial difficulties in meeting 
their mortgages.
 I n loan volume, we are predicting an uptick in 2006 and 2007.  This 
is somewhat based upon the economic conditions, but Mr. Pedigo be-
lieves that, while we had seen some increase in the past couple of 
years in some of the unusual financing type of loans, interest-only 
types of loans, that there are going to be more and more veterans in 
the future who are going to be looking at some of the benefits of the 
more conventional type of loan offered by VA.
 A gain, we are also looking at some of the workloads that are pre-
dicted and we have had some near-historic lows in 2005 on the loans 
that are actually going into default.  Mr. Pedigo can go into greater 
detail, but as he has described to me, both VA and the industry in 
general tend to see that the 3 to 6-year period that follows the place-
ment of a new loan is the area that many loans actually start to ex-
perience problems and, because we had the spike in some of our loan 
business that corresponded with the historic lows in interest rates, 
we have more of our loans that are now entering into that riskier 
period of time.
  So it is our expectation that there could be some workload increase 
to be expected in 2006 and 2007 because of that.
 O ur loan guaranty performance factor that we have relied upon for 
the last several years, the so-called FATS ratio, which is the Fore-
closure Avoidance Through Servicing, is a measure of the loans that 
we are able to help salvage and repair in making sure that we keep 
veterans from going fully into foreclosure.
 W e are predicting a little bit of a downtick in that for 2006 and 
2007 for the very reason I was describing and that there is some ex-
pectation that there will be a higher percentage of loans encountering 
difficulties during that period of time.
  Statistical quality index, I believe Mr. Pedigo addressed that ear-
lier when he was discussing some of the oversight and quality control 
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measures that we have in place.
 O ne of the things I would like to discuss before we move on to the 
next slide, that is sort of in anticipation of the next slide, is that we 
have a new system that is going to be going in place, a new initiative 
called the VA Loan Electronic Reporting Interface.  The acronym is 
VALERI.
 W e believe that some of the new capability that sort of a system 
is going to allow us to move towards some new types of performance 
measures in future years.  We don’t have those just yet, but I know 
many of us internally have been dissatisfied with the FATS ratio as 
our sole measure of performance for the loan guaranty program.
 T he loan guaranty program employees themselves feel that way 
and we believe that, when this new system is in place, we will have 
greater options for developing what we believe are going to be very 
meaningful performance measures for the program, and we are very 
much looking forward to that.
 L astly, the one initiative that we have on the table today for the 
loan guaranty program is this VA Loan Electronic Reporting Inter-
face, which is not strictly a technology initiative as much as it is a 
business initiative: I am going to allow Mr. Pedigo to go into greater 
detail on it.  This is part of our overall loan application redesign pro-
cess that involved some rule-making that was completed last year.  
This is the system that helps complement some of the changes made 
through the rule-making procedure.
 M r. Pedigo.  We have been assisting veterans who encounter finan-
cial difficulty for many years, and this is the part of the loan guaranty 
program that requires the most hands-on treatment of veterans.  For 
example, last year we made 301,000 phone calls to veterans whose 
loans were seriously delinquent, and during those calls we offered fi-
nancial counseling.  We gathered information on the veteran’s finan-
cial situation, and in many cases interceded on the veteran’s behalf 
with the lender.  We set up repayment plans last year that resulted in 
almost 9,000 loans that were destined for foreclosure, being brought 
current.
 W e have been using the same policies and the same system for the 
last 8 years to administer this part of the program.  Four years ago 
we decided it was time to take a comprehensive look at this process 
to see if there were ways that we could do things better, and so we 
embarked on a formal business process reengineering initiative that 
resulted in a totally new way of doing business.  That new way of 
doing business is included in the 96-page set of regulations that we 
expect to finalize very shortly.
 W hen we developed these new policies, we also decided that we 
needed to develop a new automated system to overlay the new poli-
cies, a system that would enable us to do a better job of serving vet-
erans who encounter financial difficulty.  That is the VALERI system 
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that Mr. Aument referred to.
 A t the present time we are working with Fidelity National Finan-
cial, which is a very large company headquartered in Jacksonville, 
Florida.  This company has an automated system that serves over 50 
percent of the private sector servicing industry; and we have asked 
them to take their present servicing platform, build some VA-specific 
interfaces, and then allow us to pay them a service fee once that sys-
tem is completed, in order to utilize this system.
 T he system will give us the ability to get involved with a delinquent 
borrower’s loan at the 31st day of delinquency; presently, we do not 
get involved until the 90th day of the delinquency.  It will also permit 
us to move electronically the workload that we have at any one of our 
nine regional loan centers to another regional loan center, virtually 
overnight.  It will give us the ability to have almost real-time access 
to private servicers’ databases; presently, we have no access.  The 
only information we get on how the servicer has handled a veteran’s 
loan is when they send in a paper copy record of how they have ser-
viced that loan.
 S o with this new system, we will be able to go in when we know 
a veteran’s loan is delinquent, look at how the servicer has handled 
that loan, and then determine whether we need to get involved to 
supplement the servicing on that veteran’s loan.  Our expectation is 
that in March of 2007 we will have the finalized regulations, we will 
have the system ready to roll out, and we will be able to begin operat-
ing in this new and better environment.  
  Ms. Herseth.  If I may, Mr. Chairman, just to wrap this section 
up.  I appreciate the overview, as well as, Mr. Pedigo, what you just 
explained that will allow all of you to get involved earlier to again 
advocate on behalf of the veterans and proactively find ways to bring 
those loans current by getting involved much earlier in the process.
 M y last question just relates to the ongoing challenges we face in 
the Gulf region.  Can you provide an update for us on VA’s efforts 
to support the Federal Government providing housing assistance 
to folks in Louisiana, the whole gulf coast who may have lost their 
homes due to Hurricane Katrina, who may be eligible as veterans for 
these programs?
  Mr. Aument.  I will be happy to start that off and pass it along to 
Mr. Pedigo.
 A s you are probably aware, we have become involved very early 
in the process, when the Federal Government was trying to work its 
way through how we could help provide housing to displaced persons 
in the gulf region.  We at VA were part of a group that had been 
formed by the White House and included FEMA and the three Fed-
eral agencies involved in housing:  HUD, Department of Agriculture, 
and VA.  We had to quickly take inventories of some of our available 
housing stocks, and we reported on those immediately to the groups 
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that were spearheading this effort.  
 I  guess we were very sympathetic to FEMA.  At this time we realize 
that, when we had taken a look at what type of housing we had avail-
able that was considered to be habitable housing -- that would mean 
that it is, ready and in move-in condition for families -- in some cases, 
some of the housing that we have that we actually own still have 
veterans or other borrowers residing in the housing under adverse 
possession.  They have not yet been moved.
 B ut we had probably under 1,000 single-family dwelling housing 
units that were available in the 11-state area that constituted the 
area of demarcation.
  We know FEMA was confronted with the challenge of finding hous-
ing for hundreds of thousands of people while we had housing for 
maybe hundreds.  So I think that initially they were looking at larg-
er-scale housing solutions.
  Since then, we have actually finalized a memorandum of agree-
ment with FEMA.  We had a memorandum of agreement that went 
back into the 1980s that we have been operating under that had re-
ally grown very stale and was not really reflective of today’s condi-
tions.  That was refreshed and signed back in December.
 A nd in the meantime, we continue to work with Ocwen, the prop-
erty management contractor, to look at ways that we could make the 
housing available, and trying to look at some of the back-office pro-
cesses and procedures that we would need to actually execute follow-
ing a decision to start placing people in housing.
 W e are happy to be able to report that just over the past couple of 
weeks, I believe last week, we had signed the first lease with someone 
for a VA property.  That was actually in the San Antonio, Texas, area 
where we had a 100 percent disabled female veteran that we were 
actually able to place in one of the VA’s properties in San Antonio.  In 
fact, we have been able to assist her with some of the minor adapta-
tions to the housing through the program -- I believe it is the HISSA 
program that is managed under the VA’s prosthetics program -- to 
provide some minor adaptations.
 I  was just asking Keith on the ride over here this morning about 
other ones.  How many additional?  Around 61 additional leases have 
been signed.
 S o we may be a little bit slow starting on this, but we are happy to 
report that we are being able to put excess housing to good use, leas-
ing to these individuals who are in need of housing.
 O ne of the things that we have insisted upon that was to be able 
to provide some level of veterans’ preference here so that if you had 
certainly more than a single interested evacuee in any particular VA 
property, we would try to provide preference to any one of those who 
was either a veteran or had a veteran family member.
  Mr. Boozman.  Just a couple things real quickly, and then we will 
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get you guys out of here.
 H ow much does the VA collect in loan guaranty funding fees?  If 
you don’t have it, you can send it over.
  Mr. Pedigo.  Over the last 4 full fiscal years we have collected just 
a bit over 2 billion.  That is a billion with a “B”, dollars.
  Mr. Boozman.  Very good.
 O ne other thing, and this goes back to the voc rehab.  The Legion 
and others have recommended training the voc rehab staff at the Na-
tional Veterans Training Institute.  Can you comment on that?  Do 
you have a comment about that.  Do you think that is something that 
would be beneficial?
  Mr. Aument.  I am going to ask Ms. Caden to remark on that.  We 
do use that as a training source for certain targeted staff members in 
our VR&E program.
  Ms. Caden.  Thank you.
 W e have been using NVTI, the National Veterans Training Insti-
tute, in a couple of different ways.  In fact, we just completed our own 
training session using their facility last week for the employment co-
ordinators and in helping us roll out the five-track training.  And as 
Mr. Aument mentioned, we do accept employment coordinators or, in 
the past, employment specialists and counselors to NVTI for specific 
training in job placement and, also, case management.  And we also, 
under our new memorandum of agreement with DOL, have a work 
group that is specifically looking at joint training and how we can 
make that better, using that facility.
  Mr. Boozman.  Thank you very much.
 S cott, we don’t want you to get out of here.  One last thing:  The 
budget shows the VA met its statutory 3 percent goal for disabled vet-
erans on small business in fiscal year 2005.  That differs from some 
of that data we have heard over the past several months.  Can you 
comment on that?
  Mr. Denniston.  Be happy to.
 A ctually, that was a typo; that was an error.  Our trends, though, I 
am happy to report, are going upward.  In 2003 we had 0.4 percent to 
service disabled vets -- I am sorry, that was in 2003.
 I n 2004, we were at 1.2; and last year, in 2005, 2.1 percent towards 
the 3 percent statutory goal.  So we are going in the right direction.
 W e have what we believe is a very strategic plan, required by the 
executive order, and we fully expect to be able to report to you that we 
will make the 3 percent goal in 2006.
  Mr. Boozman.  Do you have any other things?
 I  want to thank the panel.  I think that has been very informative 
and I have learned a lot.
 A nd so, again, we really do appreciate you and appreciate you be-
ing so forthcoming, and we look forward to working with you this 
year to -- we have got lots of challenges, but I think the good news is, 
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we are moving in the right direction.  So, again, thank you for your 
hard work.
  Mr. Aument.  Thank you, Mr. Chairman, Congresswoman.
  Mr. Boozman.  Okay.  Let us have our next panel, if you would.
 T oday, we are very pleased to have as our second panel Mr. Joe 
Sharpe, Deputy Director of Economics for the American Legion; and 
Ms. Joy Ilem, Assistant National Legislative Director, who will rep-
resent the authors of the Independent Budget.

STATEMENTS OF JOY ILEM, ASSISTANT NATIONAL LEGIS-
 LATI VE DIRECTOR, DISABLED AMERICAN VETERANS, ON
 BEHALF  OF THE INDEPENDENT BUDGET; AND JOSEPH
  C. SHARPE, JR., DEPUTY DIRECTOR, NATIONAL ECONOMIC
  COMMISSION

  Mr. Boozman.  Welcome, and let us begin with Ms. Ilem.

STATEMENT OF JOY ILEM 

  Ms. Ilem.  Thank you, Mr. Chairman.  Good afternoon to you and 
members of the Subcommittee.
 I  am pleased to appear before you on behalf of the Disabled Ameri-
can Veterans to comment on the recommendations of the 2007 Inde-
pendent Budget and the President’s proposed fiscal year 2007 budget 
for the programs under consideration today.
 M y statement highlights some of our recommendations for ways to 
improve education, vocational rehabilitation, home loan, and special-
ly adapted housing grant programs.  Along with recommendations, 
we include staffing levels, recommended staffing levels to administer 
the respective programs.
  Education benefits provided to veterans have served them well 
throughout generations.  History illustrates that when our veterans 
have educational opportunities, the entire Nation benefits.  Follow-
ing World War II, veterans using the GI Bill became a catalyst in the 
economic and social development of our country.  Today’s veterans 
carry the same potential, and we should grant them the highest level 
of resources possible to reward them for their service and to ensure 
our Nation’s economic vitality.
  To improve education benefits, the IB makes the following recom-
mendations to Congress.  Remove the restriction on eligibility for the 
Montgomery GI Bill for those who first entered the service after June 
30, 1985; change the law to permit refund of an individual’s Mont-
gomery GI bill contributions when his or her discharge was charac-
terized as general or under honorable conditions because of minor 
infractions; and make education benefits more equitable for National 
Guard and Reservists.
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 T he vocational rehabilitation and education program is responsi-
ble for services and assistance to service-connected disabled veterans 
that will enable them to obtain and maintain stable, gainful employ-
ment.  By helping disabled veterans help themselves, we not only 
serve them, we serve the Nation as a whole.
 L ike the Montgomery GI Bill, vocational rehabilitation and educa-
tion services also have a direct impact on the country’s economic and 
social development.  To improve these benefits, the IB makes the fol-
lowing recommendations:
  VR&E should develop plans and partnerships to enhance entrepre-
neurial opportunities for disabled veterans, monitor the progress of 
disabled veterans to ensure rehabilitation is successful;
 R educe the caseload for managers from the current 145 to 100 cas-
es per counselor to allow closer monitoring of progress; and
 E mploy results-based criteria to evaluate and improve services.  
  Reviewing adequate staffing levels is essential to an efficient ben-
efits delivery system that is necessary for VA to actual fill its mission.  
We recommend an increase of 149 FTE for education service than 
authorized for fiscal year 2006, for a total of 133 FTE.  We recom-
mend an increase of 250 FTE for voc rehab over last year, for a total 
of 1,375 FTE.
 A nother recommendation by the IB concerns the specially adapted 
housing program.  Veterans who are entitled to compensation for cer-
tain permanent and total service-connected disabilities are eligible 
for a grant to adapt their homes for fixtures made necessary by the 
nature of their disabilities.  The specially adapted housing program 
provides 50 percent of the cost of an adapted home.  Veterans who 
have sacrificed so dearly in the name of freedom have earned any 
measure we can provide to make their lives as normal as possible.  
This program is intended for this purpose.
  To improve the specially adapted housing benefits, the IB makes 
the following recommendations:
  Congress should increase specially adapted housing grants and 
provide for future automatic adjustments indexed to the rise in the 
cost of living.  Additionally, Congress should establish a grant to cover 
the cost of home adaptation for veterans who replace their specially 
adapted homes with new housing.
 W ith regard to loan guaranty, the IB has just one recommendation:  
Congress should refrain from increasing home loan fees and should, 
as soon as possible, repeal such fees entirely.
 M r. Chairman, that concludes my statement.  I am happy to an-
swer any questions you or members of the Subcommittee may have.  
Thank you.
  Mr. Boozman.  Thank you.
  [The statement of Ms. Ilem appears on p.  68]
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  Mr. Boozman.  Mr. Sharpe.

STATEMENT OF JOSEPH C. SHARPE, JR.  

  Mr. Sharpe.  Mr. Chairman and members of the Subcommittee, 
we appreciate this opportunity to share the views of the American 
Legion on the VA’s fiscal year 2007 budget request for the education, 
loan guaranty and the Vocational Rehabilitation and Employment 
programs.  The mission of the VR&E program is to help qualified 
service-disabled veterans achieve independence in daily living and to 
maximize and, to the maximum extent feasible, obtain and maintain 
suitable employment.
 T he American Legion fully supports these goals.  Therefore, the 
American Legion supports the Veterans Benefit Administration’s rec-
ommendations that 149 million is needed to fund the discretionary 
portion of the Vocational Rehabilitation and Employment program in 
2007.  Additional FTE requirements, along with an expected 2.5 in-
creased workload of veterans expected to use the program’s services, 
thus requiring additional funding.
 T he veterans Home Loan Guaranty program has been in effect 
since 1944 and has afforded approximately 17 million veterans the 
opportunity to purchase homes.  The home loan program has been so 
successful over the past few years that it is one of the only Federal 
programs turning a profit.  Therefore, the American Legion recom-
mends that the cost savings should be passed on to the veterans in 
the form of a reduction in funding fees, which can add approximately 
8,000 to 13,000 for a first- or second-time buyer.
 T he American Legion strongly recommends that the VA funding 
fee on home loans be reduced or eliminated for all veterans, whether 
active duty, reservists or National Guard.  The American Legion rec-
ommends a discretionary funding level of 127.2 million for the VA 
home loan program.
 I n the 20 years since the Montgomery GI Bill went into effect on 
June 30, 1985, the Nation’s security has changed radically from a 
fixed cold war to a dynamic global war on terror.  In 1991, the Active-
Duty Force of the military stood at 2.1 million; today, it stands at 1.4 
million.  Between 1915 and 1990, the Reserve Force was involuntari-
ly mobilized only nine times.  Since 9/11 more than 480,000 members 
of the 860,000-member Select Reserves have been activated.
  Today, approximately 40 percent of troops in Iraq are guardsmen 
and reservists.
 A s the distinctions between the active and reserve forces contin-
ues to diminish, the difference between the active and reserve forces 
of the GI Bill should decline accordingly.  Therefore, the American 
Legion recommends updating the GI Bill to accept the new security 
realities of the open-ended global war on terror, the recruiting reten-
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tion issues which arise from it, and the expanded role the Reserve 
Forces play in the modern era.
 T he American Legion supports and has a history of advocating in-
creasing education benefits to members of our Armed Forces.  The 
American Legion supports recommendations of the Veterans Benefit 
Administration for a funding level of 92.3 million to fund a discretion-
ary program of the education program of 2007.
 M r. Chairman, this concludes my testimony.  I appreciate the op-
portunity to present the American Legion’s views on these important 
and timely topics.
  Mr. Boozman.  Thank you.
  [The statement of Mr. Sharpe appears on p. 71]

  Mr. Boozman.  Ms. Herseth.
  Ms. Herseth.  Thank you, Mr. Chairman.  I don’t have any ques-
tions, just a couple of comments, and certainly appreciate both of you 
being here today and your testimony in support of the Independent 
Budget, the work that your organizations do that you are here to rep-
resent today on behalf of our Nation’s veterans.
  Just a couple of comments with regard to the housing adaptation 
grants.  I do intend to introduce legislation in the upcoming weeks 
to do precisely what you have recommended as a representative of 
the DAV, that reflects sort of the increased amounts to make these 
adaptations to various homes for our veterans; and certainly we hope 
to get good bipartisan support for that bill.
 T hen, Mr. Sharpe, I do appreciate -- I like this idea
of -- a number of us have commented in the past, as I did even, with 
making permanent a pilot program for Native American veterans 
and their housing, that this is an area where it is paying for itself.  
And so I find your idea interesting, to take that and meet the objec-
tive that Ms. Ilem mentioned of reducing these fees to veterans over 
time within that program.
 I t is also a recognition of the importance of the education programs, 
the timeliness and effectiveness of those benefits to our veterans as a 
recruitment and retention tool in our Armed Forces -- active duty as 
well as guard and reserve.
 S o thank you again very much for the work that you have put into 
the Independent Budget.
  Mr. Boozman.  Yes.  I would like to join Ms. Herseth in again com-
plimenting you on the great deal of work that was put into the bud-
get.  We do appreciate your testimony, and as you know, the next few 
days are going to be really very busy; we have got our views and es-
timates for the Budget Committee that we are going to have to have 
the next couple of days.
 I  think the Chairman will present his views and estimates to the 
full Committee at a business meeting following Thursday’s hearing, 
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and the final document will go to the Budget Committee not later 
than the 23rd.
 S o what we have heard from you, what we have heard from the 
administration really is very, very helpful, so thank you for your tes-
timony.
 L et me just ask you a couple of things.  We have talked about the 
total force GI bill.  Would you explain the concept behind revamping 
veterans education benefits in that regard, as you see it?
  Ms. Ilem.  I would just -- we did do a section in the Independent 
Budget on the GI bill and the revamping of that program, entitled 
Matching Education Benefits to the Service Performed, 21st Century 
Montgomery GI Bill; and basically it offers a three-tier approach to 
the program, with the first being to those similar occurring under the 
Montgomery GI Bill for active duty 3-year rate and addressing those 
folks in the active Armed Forces.
 T he second tier recommended would be for nonprior service, direct 
entry into the Select Reserves, and the benefit being more propor-
tional to the Active-Duty rate.
 T hen a third tier would be for members of the Ready Reserves who 
are activated for at least 90 days, and they would receive -- the recom-
mendation was that they receive 1 month of benefits for each month 
of activation up to a total of 36 months at the Active-Duty rate.
 A nd the overall recommendation was just that Congress should 
combine all the Active-Duty and Reserve, Montgomery GI Bill pro-
grams and tier benefits according to the service performed just to 
make it a more equitable benefit.
  Mr. Sharpe.  The Legion feels that, again, with the new realities, 
that it is a better program, and it would help retention if we did some-
thing to enhance the education benefits not only for the Reserves but 
also Active-Duty.
 A s you know, for a reservist that is activated, they are generally 
paid $297 months, regardless of whether they go to Iraq or not.  We 
feel that those individuals who are on active duty, who are in Iraq 
and Afghanistan, who are also paying the price the same as the Ac-
tive-Duty individual, that they should get some sort of increase in the 
educational benefit.  We just think it is a fairer thing to do.
 A lso, with the total force bill, with everything put under one house, 
probably the VA, we just think it is much more efficient.  Right now, 
it takes 2 or 3 months for an individual to get their education ben-
efits, and as was mentioned earlier, my own reserve unit, we have in-
dividuals waiting 3 and 4 months to get their check from the VA; and 
of course, this causes a great deal of hardship on these individuals.  
They are usually young, they are usually married, they have families, 
and to be forced to try and pay this bill out of pocket and then wait for 
payment later is just not the right thing to do.
 A nd I know the VA has been trying to augment their services with 
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additional FTE, trying to automate.  It is still a time-consuming situ-
ation, and I think the total force GI Bill would go a long way to help 
reduce the current situation.
  Mr. Boozman.  Very good.  Thank you.
  One final thing:  Would you explain the Independent Budget’s posi-
tion on empowering the business line directors?
  Ms. Ilem.  Empowering the business line directors.  I am sorry, I am 
not going to be able to answer that.  I certainly can ask someone that 
has expertise on the subject matter to relay the question.  
  Mr. Boozman.  Yes, ma’am, that will be fine.  We will do that for the 
record then and that would be great.
 A gain, that is all I have got.
 H ave you got any other things, Ms. Herseth?
 W ell, thank you all again very much for your help.  We certainly 
appreciate the input, the hard work that goes into the Independent 
Budget; and we thank you for your service and all that you repre-
sent.
 T he meeting stands adjourned.
  [Whereupon, at 11:54 a.m., the Subcommittee was adjourned.]
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