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THE FISCAL YEAR 2011 BUDGET FOR
VETERANS’ PROGRAMS

FRIDAY, FEBRUARY 26, 2010

U.S. SENATE,
COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 9:32 a.m., in room
418, Russell Senate Office Building, Hon. Daniel K. Akaka, Chair-
man of the Committee, presiding.

Present: Senators Akaka, Begich, Burr, and Johanns.

OPENING STATEMENT OF HON. DANIEL K. AKAKA, CHAIRMAN,
U.S. SENATOR FROM HAWAII

Chairman AKAKA. The hearing will come to order, and aloha to
all of you this morning, this hearing on the fiscal year 2011 budget
for the Department of Veterans Affairs. I want to extend a warm
welcome to Secretary Eric K. Shinseki. Secretary Shinseki, I look
forward to our continued work together on behalf of our Nation’s
veterans, and thank you for having your staff here as well, as we
discuss the budget for the Veterans Administration.

A strong VA budget moves beyond the rhetoric of supporting vet-
erans and provides actual support by providing the funding to
make VA’s programs work. The President’s budget for VA for the
next fiscal year is indeed a strong one. Although many agencies are
facing budget cuts, I am pleased that the VA budget—critical for
meeting the health care and benefit needs of so many of this Na-
tion’s veterans—is increasing. Many of the initiatives in the Presi-
dent’s budget request, such as the commitment to end veterans’
homelessness and increase staffing to help eliminate the claims
backlog, are designed to make responsible investments now in
order to reduce Federal spending.

The President has requested a budget for VA of $125 billion, in-
cluding a total discretionary request of $60.3 billion. For fiscal year
2011, the administration is requesting $51.5 billion in resources for
VA medical care, including collections. This funding level is an in-
crease of $4.1 billion over fiscal year 2010 levels. It is a good thing,
too, since for the first time the number of patients is predicted to
exceed 6 million. With this budget, we also see the fruits of our
labor in passing the Veterans Health Care Budget Reform and
Transparency Act. We have before us a budget that includes a
funding request for VA medical care into fiscal year 2012.

Last year, both President Obama and Secretary Shinseki stated
their commitment to ending homelessness among veterans—a com-
mitment that I share. With VA’s objective to meet this goal in 5
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years, it is encouraging to see that this budget calls for nearly $800
million in additional spending for homeless veteran programs. This
represents a significant effort by VA to reduce the number of home-
less veterans and prevent those “at risk” from becoming homeless.

The administration is also requesting nearly $1.75 billion for con-
struction programs. This includes the cost of initiatives designed to
help VA better manage its physical infrastructure. I am pleased to
see that VA continues to make health care more accessible for vet-
erans living in rural areas.

On the benefits side of the ledger, timely and accurate adjudica-
tion of disability claims and appeals remains a significant problem.
I know that the President and Secretary Shinseki are committed
to addressing this issue, and I am pleased by the proposal to add
significant staff and resources to that effort. The President’s budget
responds to the rapid rise in the number of disability claims being
filed by veterans and prepares for an increased workload due to the
recent extension of new Agent Orange presumptive conditions. I
hope to hear from VA in detail how it intends to handle these
workload increases.

We must be candid about the backlog. It appears that this situa-
tion will get worse before it gets better. It can take years for new
staff to become skilled at processing complicated claims, and tech-
nology and pilot programs can only do so much in the short term.
VA must be able to absorb new court decisions, changes in legisla-
tion and regulation, and other unforeseen events so that when new
circumstances arise, the system is not paralyzed.

I am encouraged that the administration has included what it be-
lieves will be adequate resources to continue to press forward with
the prompt and accurate delivery of education benefits under the
new GI bill. T know that there have been some difficult moments
over the last several months, but I believe that VA has made
progress toward improving the payment delivery process. I will
continue to do whatever I can to help in this area.

I look forward to working with my colleagues on the Committee
and in Congress, the executive branch, and leaders from the vet-
erans’ community to adopt a viable budget for veterans and for the
system designed to serve them.

And now let me ask our Ranking Member for him to deliver his
opening statement. Senator Burr, aloha.

STATEMENT OF HON. RICHARD BURR, RANKING MEMBER,
U.S. SENATOR FROM NORTH CAROLINA

Senator BURR. Aloha, Senator. Thank you. General, welcome. I
welcome you this morning as well as your senior leadership team
and the representatives of all the various veterans’ service organi-
zations that are here.

We are here to review the President’s fiscal year 2011 budget for
the Department of Veterans Affairs. Each Member of the Com-
mittee and each Member of Congress will have their own criteria
by which they judge this $125 billion request. My own judgment
will be guided by three core principles.

First, we remain a nation at war. We have men and women thou-
sands of miles away from home, away from their families, away
from their friends, putting themselves in harm’s way on a daily
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basis. They and their families command our highest obligation. We
must have a VA health and benefits system that meets their needs,
is responsive to their expectations, and appropriately expresses the
gratitude of the Nation for their tremendous sacrifice.

Second, we are a country that values the service of all genera-
tions of veterans who have worn the Nation’s uniform. We must
not forget our obligations to them, their families, and their sur-
vivors. We must care for their injuries resulting from service, ex-
tend a helping hand during tough economic times, and honor and
memorialize the memory of our fallen heroes.

Third, we need to be accountable for what we spend. We have a
deficit and a debt of staggering proportions. All Americans—and es-
pecially veterans—deserve the assurance that every tax dollar
going to the VA is spent to improve the lives of veterans.

With those as my guiding principles, here are my initial thoughts
on the President’s budget.

The budget represents a 10-percent increase in spending overall
and an 8-percent increase in discretionary spending. Significant in-
vestments are proposed to end homelessness, increase mental
health treatment access, and care for returning OEF/OIF veterans.
I am looking forward to asking you, Mr. Secretary, as to how these
investments will translate into improved outcomes for our veterans,
and I applaud you for making these priorities.

There are some aspects of this budget, however, that do leave me
puzzled. Whether it is throwing more money at a problem like the
claims backlog—a strategy that has clearly not worked—or wheth-
er it is throwing money at administrative functions that may be
nice to have, but may rank low on a priority list, I think that we
owe it to the American people to make sure that every dollar we
spend translates into improved services for our veterans and their
families.

Let me first talk about the backlog issue. Mr. Secretary, your
budget proposes to increase permanent staffing for claims adjudica-
tion by roughly 4,000 FTEs. If you look at the chart that I had put
up, you will see that the claims staffing has exploded in recent
years. Every year we have been told that the system needs more
staff, but when the resources for staff are provided, clearly produc-
tivity goes down.

Let me say that again. As we increase the staffing, productivity
goes down per FTE.

Let me talk about a couple of other items that jump out, and I
will just raise these as questions for everyone to consider.

If this budget is approved, there will be a 38-percent increase in
the General Administration account since 2009, nearly $130 mil-
lion. Now, where is this money going and, in a time of massive
deficits and debt, is this responsible? Here are some highlights: a
2-year increase of 65 percent in the Office of Congressional and
Legislative Affairs; a 2-year increase of 97 percent in the Office of
Policy and Planning; and a 2-year increase of 51 percent for the Of-
fice of the Secretary.

Now, are these requests essential? How will they help improve
the lives of veterans and their families? How is it that the Office
of Inspector General, the office tasked to do the oversight of a $125
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billion Department, is slated for a funding freeze, but these support
offices are getting huge bumps?

Just a couple more examples in this budget, Mr. Chairman. How
about an initiative to put printers on the desks of all VBA employ-
ees, especially when VBA is going paperless? Or the publication of
an an?nual Veterans Law Review containing articles and book re-
views?

Mr. Chairman, these line items may seem like pocket change,
but these dollars add up, and they have real consequences for
whether we will be able to meet some of the core obligations to our
veterans. I for one believe that we must provide more support for
our family caregivers of our wounded warriors. It is my hope Con-
gress passes the family caregiver bill as soon as possible. If Con-
gress does, will the VA have the money to fund this program under
this budget?

We also have a moral obligation to provide VA health care to vet-
erans and family members who were exposed to contaminated
drinking water during their service at Camp Lejeune. Will we do
this for our veterans and their families, or will we fritter these dol-
lars away on printers on every desk and book reviews?

I will end on this point: If we waste money on bureaucrats and
shopping sprees at Staples, we may not have the funds to follow
through on the promises we have made and we need to keep. We
should not be giving false hope to the family caregivers of severely
wounded veterans or the marines and their families who drank
toxic water at Camp Lejeune that the VA is going to be there for
them and we are not. They deserve better.

We have got to prioritize the money our taxpayers entrust us
with so that veterans and their families will have the benefits and
services they need and they earned. I am looking forward to asking
several questions in these areas.

Mr. Chairman, I thank you. Mr. Secretary, I applaud your lead-
ership at the Veterans Administration and, more importantly, your
service to this country.

I thank the Chair. I yield.

Chairman AKAKA. Thank you very much, Senator Burr.

Now I would like to call on Senator Johanns for his statement.

STATEMENT OF HON. MIKE JOHANNS,
U.S. SENATOR FROM NEBRASKA

Senator JOHANNS. Mr. Chairman, thank you very much. My com-
ments this morning will be relatively brief because I am anxious
to hear from the witnesses. Let me, if I might, start out in a very
positive vein and offer some words of gratitude.

First, I would like to thank the Chairman and the Ranking Mem-
ber. Last summer, as we were preparing for the August recess and
planning our month’s schedule back home, we asked for the oppor-
tunity to do a hearing in Omaha at the VA hospital. And, Mr.
Chairman, you granted that request, and we had an excellent hear-
ing. It was excellent because the VA staff really, really stepped up
and tried to do everything they could to make sure that we made
a very, very positive record. So, I thank you for that opportunity.
It meant a lot to the people back home in Nebraska.



5

Mr. Secretary, I also want to compliment you on your leadership.
As you know, you have many fans on my staff, including a former
adjutant general who heads up my military affairs issues. We think
you are the right guy to do the job that you are doing, and you
have surrounded yourself with very good people.

Dr. Petzel, a special thanks to you. You helped us organize our
thinking and our efforts as we tried to figure out what to do about
the VA hospital in Omaha and how best to proceed. I just cannot
express enough how we feel that process was handled very fairly,
in a very open way, and in a very transparent way. I think that
is in large part because of your leadership.

That brings me to something in the budget that I do want to ac-
knowledge, and that is that we are starting to take some initial
steps on that hospital in Omaha, which is in pretty dire condition,
as you know. I think that is a step in the right direction. During
my questioning I will probe a little bit more as to other needs
across the country and how those will be addressed.

I do not think we have had a hearing where I have not raised
the issue of mental health and trying to do all we can to provide
the services necessary for our veterans as they return home. The
mental health issues are every bit as real as the physical issues
that some of our veterans face, and so I really applaud the efforts
to deal with that and to try to address those issues. Again, I will
probably be asking some questions on what we are doing there,
what difference will that make, is it a good investment, and where
do we go from here.

The final thing I want to highlight—and then I will wrap up—
is this: All of us have been very, very concerned about the claims
backlog. At times, as I have listened to the testimony and tried to
get my head around the size of this backlog, it almost seems like
it is insurmountable, but it is not. It can be addressed. This budget,
I think, does a number of very positive things. The important thing
about it, though, is that it sends the message to those who have
been waiting for us to get to their claim that we are serious about
dealing with the backlog; we are going to do everything we can to
address it.

In that vein, I was very pleased to see that this is not just about
muscling our way through it, you know—throwing staff in the
midst of it. Mr. Secretary, as you know, you stopped by my office,
and you talked about some of the innovative things that you are
doing. I have great optimism that we can learn from some of the
positive things that are happening out there.

As I mentioned to you and as General Lemke mentioned to you
during that meeting, we think there are some good things hap-
pening in Lincoln, Nebraska, and at least our experience in my of-
fice there (my Senate office), is this is a focused, determined group
who has a tremendous amount of spirit and orientation toward pro-
viding first-class quality services in working with the veterans. So
I would just ask again that you take a look at some of the things
they are doing there. It is very possible that we will see they are
doing some very positive, innovative things.

I will wrap up with those comments and say that we are all
going to look at these budgets with close scrutiny. We should. That
is why we are here. But, on the other hand, what I have really en-
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joyed about this Committee and the Chairman’s leadership is that
at the end of the day we are focused on one thing, and that is, how
do we care for the veterans. They have given us a lot, and we want
to do everything we can to try to make sure that not only are we
providing the resources, but that we are handling those resources
in a smart way, in an efficient way, and in a way that we can jus-
tify to our constituents and the taxpayers.

So I look forward to our continued work in that vein. And, Mr.
Chairman, thank you for the opportunity to say a few words.

Chairman AKAKA. Thank you very much, Senator Johanns. I am
glad you mentioned mental health—that we have had hearings on
that. And just to let you know, we are planning to have a hearing
on mental health next week.

Senator JOHANNS. Good.

Chairman AKAKA. Thank you so much.

Senator Begich, your opening statement.

STATEMENT OF HON. MARK BEGICH,
U.S. SENATOR FROM ALASKA

Senator BEGICH. Mr. Chairman, I am looking forward to the
presentation of the budget. First, I want to thank the Secretary for
the insightful conversation we had on VA health care yesterday.
And thank you for sending some of your folks to the field hearings
in Alaska.

Mr. Chairman, I'd like to thank you once again for allowing me
to hold hearings in my home State with your staff’s support. I real-
ly felt we tackled employment issues, as well as VA health care
issues. As you and I discussed yesterday, most of my concerns
today will most likely touch on the importance of rural health care
and VA’s plans in the fiscal year to provide better access in these
hard to reach areas.

So, again, I appreciate your being here and your leadership with-
in the VA. As a couple folks have mentioned, while in Alaska, Ray
Jefferson from the Department of Labor, Under Secretary for Vet-
erans Employment and Training, said you have a hefty job by mov-
ing a large ship—a large budget of $100 billion plus, you know,
tons of employees—to move that in a new direction and while be-
coming more and more responsive to our veterans. So you have a
big task ahead of you. I know you have only been there a year, as
I have only been here a year.

I am looking forward to your presentation, and then, as we dis-
cussed yesterday, some additional follow-up on rural health care
and the unique situation in Alaska.

Thank you, Mr. Secretary. Thank you, Mr. Chairman.

Chairman AKAKA. Thank you very much, Senator Begich.

I would like to welcome back to the Committee Secretary Eric
Shinseki. I thank you for joining us today to give your perspective
on the Department’s fiscal year 2011 budget. I look forward to your
testimony.

Secretary Shinseki is accompanied by Dr. Robert Petzel, who was
just sworn in as Under Secretary for Health. And we also have Mi-
chael Walcoff, Acting Under Secretary for Benefits; Steve Muro,
Under Secretary for Memorial Affairs; Roger Baker, Assistant Sec-
retary for Information and Technology; and W. Todd Grams, Acting
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Assistant Secretary for Management. Thank you very much for
being here.

Mr. Secretary, your prepared statement will, of course, appear in
the rgcord of the Committee. Will you please begin with your state-
ment?

STATEMENT OF HON. ERIC K. SHINSEKI, SECRETARY, U.S. DE-
PARTMENT OF VETERANS AFFAIRS; ACCOMPANIED BY HON.
ROBERT A. PETZEL, M.D., UNDER SECRETARY FOR HEALTH;
MICHAEL WALCOFF, ACTING UNDER SECRETARY FOR BENE-
FITS; STEVE L. MURO, ACTING UNDER SECRETARY FOR ME-
MORIAL AFFAIRS; HON. ROGER W. BAKER, ASSISTANT SEC-
RETARY FOR INFORMATION AND TECHNOLOGY; AND W.
TODD GRAMS, ACTING ASSISTANT SECRETARY FOR MAN-
AGEMENT

Secretary SHINSEKI. Well, thank you very much, Mr. Chairman,
Ranking Member Burr, other distinguished Members of the Com-
mittee. Good morning. Good to see all of you.

Mr. Chairman, thank you for introducing the members on the
panel with me, all great VA leaders who are very happy to be here
to participate in the testimony.

Thank you for this opportunity to present the President’s 2011
budget and the advance appropriations request for the Department
of Veterans Affairs. I am pleased to report a good start in 2009,
and I have covered some of that with you as I came around to
make my office calls. I think we have a tremendous opportunity
here in 2010 and the President’s continued strong support of vet-
erans and veterans’ needs in 2011 and 2012. I regret that the inter-
vention of some bad weather precluded my visiting all the Mem-
bers of the Committee, as I like to do. These opportunities are al-
ways valuable for me, and I appreciate the generosity of time of
those Members I was able to call on.

Let me also acknowledge, as Senator Burr did, the representa-
tives from some of our veterans’ service organizations who are in
attendance today. Their insights for the year that I have been here
have been very helpful in helping us to meet our obligations to vet-
erans and framing our thoughts and understanding of what the
needs were.

Mr. Chairman, thank you for accepting my written statement for
the record. I appreciate that.

This Committee’s longstanding commitment to our Nation’s vet-
erans has always been unequivocal and unwavering. That is the
reputation of this Committee. Such commitment and the Presi-
dent’s own steadfast support of veterans resulted in a 2010 budget
that provides this Department the resources to begin renewing
itself in fundamental and comprehensive ways. And some of this
goes to some of the questions you posed, Senator Burr, which I
would be very happy to elaborate on during questioning. We are
well launched on that effort.

As I remind all in VA, 2009 was a congressionally enhanced
budget, and we are well launched on the basis of that set of re-
sources provided to us. That effort continues, and we are deter-
mined to continue transforming VA in 2011 and 2012, well begun
this year, and the next 2 years are important.
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We have crafted a new strategic framework organized around
three governing principles—principles that I have mentioned for
the past year now. It is about transforming VA, and to do that,
there’s nothing magical here. Take a good, hard look at your mis-
sion, understand what your mission is, focus on that, and then fun-
damentally and comprehensively go back and challenge all the as-
zumlll)tions on how you are doing that. Go back and review how you

o this.

In doing that, we are looking at being people-centric, and that is
both veteran-centric and also developing the workforce to better
serve those veterans. It is about results-driven. A lot of promises
made. We do not get graded until the results are in, so we intend
to have metrics to be able to measure our progress. Then forward-
looking we know there is a history here where we have had some
problems, and claims may be a good example to talk about. How
do vx;e take what we know and then transform ourselves for the fu-
ture?

So this new strategic plan delivers on President Obama’s vision
for VA. It is in the final stages of review. Its strategic goals will
do several things: improve the quality of and increase access to VA
care and benefits, while optimizing their value for veterans; height-
en readiness to protect our people, both our clients, our veterans,
as well as our workforce, and our resources day-to-day and in times
of crisis; enhance veteran satisfaction with our health, education,
training, counseling, financial, and burial benefits and services—it
is a very large charter that goes with VA, and finally, invest in our
human capital, both in their well-being and in their development
as leaders to drive excellence over the long term in everything we
do—everything day-to-day—and toward the objectives we are try-
ing to achieve, from management to IT systems to support services.

This goal is vital to mission performance if we are to attain our
goal—a model of good governance—in the next 4 years. These goals
will guide our people daily and focus them on producing the out-
comes veterans expect and have earned through their service to our
country.

To support our pursuit of these goals, the President’s budget pro-
vides $125 billion, Mr. Chairman, as you pointed out, in 2011—
$60.3 billion in discretionary resources, $64.7 billion in mandatory
funding. Our discretionary budget request represents an increase of
$4.2 billion, or a 7.6 percent increase over the President’s 2010 en-
acted budget, which was the largest percentage budget increase in
30 years.

VA’s 2011 budget focuses primarily on three critical concerns
that are of significant importance to veterans—at least I hear
about them as I travel: better access to benefits and services; re-
ducing the disability claims backlog and wait time for the receipt
of earned benefits; and, finally, ending the downward spiral that
often enough results in veterans’ homelessness.

Let me just touch on access. This budget provides the resources
required to enhance access to our health care system and to our na-
tional cemeteries. We will expand access to health care: through
the activations of new and improved facilities; by honoring the
President’s commitment to veterans who were exposed to the toxic
effects of Agent Orange 40 years ago; by delivering on President
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Obama’s promise to provide health care eligibility to more Priority
Group 8 veterans; and by making greater investments in telehealth
to extend our health care deliveries into the most remote commu-
nities and, where warranted, even into veterans’ homes, which we
are already doing. And, finally, we will increase access to our na-
tional shrines by establishing five new national cemeteries.

The backlog. We are requesting an unprecedented 27-percent in-
crease in funding for VBA—our Veterans Benefits Administra-
tion—primarily for staffing, to address the growing increase in dis-
ability claims receipts. That is the initial investment. We are re-
engineering our processes and developing what we intend to
achieve as a paperless system, integrated with a virtual lifetime
electronic record that the President has mandated that both De-
fense and VA go to work on.

Ending homelessness. We are also requesting a substantial in-
vestment in our homelessness program as part of our plan to elimi-
nate veterans’ homelessness in 5 years through an aggressive ap-
proach that includes housing, education, jobs, and health care. In
this effort, we partner with the Department of Housing and Urban
Development, probably our closest collaborator, and also with the
Departments of Labor, Education, Health and Human Services,
and Small Business Administration, among others. Taken together,
these initiatives are intended to meet veteran expectations in each
of these three mission-focused areas: increase access; reduce the
backlog; and end homelessness.

We will achieve these objectives by developing innovative busi-
ness processes and delivery systems that not only better serve vet-
erans’ and families’ needs for many years to come, but which will
also dramatically improve the efficiency and cost control of our op-
erations.

Our budget and advanced appropriations request for 2011 and
2012 provide the resources necessary to continue our aggressive
pursuit of the President’s two overarching goals for the VA Depart-
ment: transform and ensure client access to timely, high-quality
care and benefits without fail.

We still have much work to accomplish. Our efforts are well
begun, and I am very proud of the steps we have taken the past
year and where we are thus far in 2010—well begun. But there is
still, as Members of this Committee know, much yet to be accom-
plished if we are going to meet our obligations to those who have
defended the Nation.

Again, thank you for this opportunity to appear before the Com-
mittee and for your continued and unwavering support of our mis-
sion on behalf of veterans. I look forward—we all look forward—
to your questions.

[The prepared statement of Secretary Shinseki follows:]

PREPARED STATEMENT OF HON. ERIC K. SHINSEKI, SECRETARY,
U.S. DEPARTMENT OF VETERANS AFFAIRS

Chairman Akaka, Ranking Member Burr, Distinguished Members of the Senate
Committee on Veterans’ Affairs: Thank you for this opportunity to present the
President’s Fiscal Year 2011 Budget and Fiscal Year 2012 Advance Appropriations
request for the Department of Veterans Affairs (VA). Our budget provides the re-
sources necessary to continue our aggressive pursuit of the President’s two over-
arching goals for the Department—to transform VA into a 21st Century organiza-
tion and to ensure that we provide timely access to benefits and high quality care
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to our Veterans over their lifetimes, from the day they first take their oaths of alle-
giance until the day they are laid to rest.

We recently completed development of a new strategic framework that is people-
centric, results-driven, and forward-looking. The path we will follow to achieve the
President’s vision for VA will be presented in our new strategic plan, which is cur-
rently in the final stages of review. The strategic goals we have established in our
plan are designed to produce better outcomes for all generations of Veterans:

e Improve the quality and accessibility of health care, benefits, and memorial
services while optimizing value;

e Increase Veteran client satisfaction with health, education, training, counseling,
financial, and burial benefits and services;

o Protect people and assets continuously and in time of crisis; and,

e Improve internal customer satisfaction with management systems and support
services to achieve mission performance and make VA an employer of choice by in-
vesting in human capital.

The strategies in our plan will guide our workforce to ensure we remain focused
on producing the outcomes Veterans expect and have earned through their service
to our country.

To support VA’s efforts, the President’s budget provides $125 billion in 2011—al-
most $60.3 billion in discretionary resources and nearly $64.7 billion in mandatory
funding. Our discretionary budget request represents an increase of $4.3 billion, or
7.6 percent, over the 2010 enacted level.

VA’s 2011 budget also focuses on three concerns that are of critical importance
to our Veterans—easier access to benefits and services; reducing the disability
claims backlog and the time Veterans wait before receiving earned benefits; and
ending the downward spiral that results in Veterans’ homelessness.

This budget provides the resources required to enhance access in our health care
system and our national cemeteries. We will expand access to health care through
the activations of new or improved facilities, by expanding health care eligibility to
more Veterans, and by making greater investments in telehealth. Access to our na-
tional cemeteries will be increased through the implementation of new policy for the
establishment of additional facilities.

We are requesting an unprecedented increase for staffing in the Veterans Benefits
Administration (VBA) to address the dramatic increase in disability claim receipts
while continuing our process-reengineering efforts, our development of a paperless
claims processing system, and the creation of a Virtual Lifetime Electronic Record.

We are also requesting a substantial investment for our homelessness programs
as part of our plan to ultimately eliminate Veterans’ homelessness through an ag-
gressive approach that includes housing, education, jobs, and health care.

VA will be successful in resolving these three concerns by maintaining a clear
focus on developing innovative business processes and delivery systems that will not
only serve Veterans and their families for many years to come, but will also dra-
matically improve the efficiency of our operations by better controlling long-term
costs. By making appropriate investments today, we can ensure higher value and
better outcomes for our Veterans. The 2011 budget also supports many key invest-
ments in VA’s six high priority performance goals (HPPGs).

HPPG I: REDUCING THE CLAIMS BACKLOG

The volume of compensation and pension rating-related claims has been steadily
increasing. In 2009, for the first time, we received over one million claims during
the course of a single year. The volume of claims received has increased from
578,773 in 2000 to 1,013,712 in 2009 (a 75% increase). Original disability compensa-
tion claims with eight or more claimed issues have increased from 22,776 in 2001
to 67,175 in 2009 (nearly a 200% increase). Not only is VA receiving substantially
more claims, but the claims have also increased in complexity. We expect this level
of growth in the number of claims received to continue in 2010 and 2011 (increases
of 13 percent and 11 percent were projected respectively even without claims ex-
pected under new presumptions related to Agent Orange exposure), which is driven
by improved access to benefits through initiatives such as the Benefits Delivery at
Discharge Program, increased demand as a result of nearly ten years of war, and
the impact of a difficult economy prompting America’s Veterans to pursue access to
the benefits they earned during their military service.

While the volume and complexity of claims has increased, so too has the produc-
tivity of our claims processing workforce. In 2009, the number of claims processed
was 977,219, an increase of 8.6 percent over the 2008 level of 899,863. The average
time to process a rating-related claim fell from 179 to 161 days in 2009, an improve-
ment of 11 percent.
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The progress made in 2009 is a step in the right direction, but it is not nearly
enough. My goal for VA is an average time to process a claim of no more than 125
days. Reaching this goal will become even more challenging because of additional
claims we expect to receive related to Veterans’ exposure to Agent Orange. Adding
Parkinson’s disease, ischemic heart disease, and B-cell leukemias to the list of pre-
sumptive disabilities is projected to significantly increase claims inventories in the
near term, even while we make fundamental improvements to the way we process
disability compensation claims.

We expect the number of compensation and pension claims received to increase
from 1,013,712 in 2009 to 1,318,753 in 2011 (a 30 percent increase). Without the
significant investment requested for staffing in this budget, the inventory of claims
pending would grow from 416,335 to 1,018,343 and the average time to process a
claim would increase from 161 to 250 days. If Congress provides the funding re-
quested in our budget, these increases are projected to be 804,460 claims pending
with an average processing time of 190 days. Through 2011, we expect over 228,000
claims related to the new presumptions and are dedicated to processing this near-
term surge in claims as efficiently as possible.

This budget is based on our plan to improve claims processing by using a three-
pronged approach involving improved business processes, expanded technology, and
hiring staff to bridge the gap until we fully implement our long-range plan. We will
explore process and policy simplification and contracted service support in addition
to the traditional approach of hiring new employees to address this spike in de-
mand. We expect these transformational approaches to begin yielding significant
performance improvements in fiscal year 2012 and beyond; however, it is important
to mitigate the impact of the increased workload until that time.

The largest increase in our 2011 budget request, in percentage terms, is directed
to the Veterans Benefits Administration as part of our mitigation of the increased
workload. The President’s 2011 budget request for VBA is $2.149 billion, an increase
of $460 million, or 27 percent, over the 2010 enacted level of $1.689 billion. The
2011 budget supports an increase of 4,048 FTEs, including maintaining temporary
FTE funded through ARRA. In addition, the budget also includes $145.3 million in
information technology (IT) funds in 2011 to support the ongoing development of a
paperless claims processing system.

HPPG II. ELIMINATING VETERAN HOMELESSNESS

Our Nation’s Veterans experience higher than average rates of homelessness, de-
pression, substance abuse, and suicides; many also suffer from joblessness. On any
given night, there are about 131,000 Veterans who live on the streets, representing
every war and generation, including those who served in Iraq and Afghanistan. VA’s
major homeless-specific programs constitute the largest integrated network of home-
less treatment and assistance services in the country. These programs provide a
continuum of care for homeless Veterans, providing treatment, rehabilitation, and
supportive services that assist homeless Veterans in addressing health, mental
health and psychosocial issues. VA also offers a full range of support necessary to
end the cycle of homelessness by providing education, jobs, and health care, in addi-
tion to safe housing. We will increase the number and variety of housing options
available to homeless Veterans and those at risk of homelessness with permanent,
transitional, contracted, community-operated, HUD-VASH provided, and VA-oper-
ated housing.

Homelessness is primarily a health care issue, heavily burdened with depression
and substance abuse. VA’s budget includes $4.2 billion in 2011 to prevent and re-
duce homelessness among Veterans—over $3.4 billion for core medical services and
$799 million for specific homeless programs and expanded medical programs. Our
budget includes an additional investment of $294 million in programs and new ini-
tiatives to reduce the cycle of homelessness, which is almost 55 percent higher than
the resources provided for homelessness programs in 2010.

VA'’s health care costs for homeless Veterans can drop in the future as the Depart-
ment emphasizes education, jobs, and prevention and treatment programs that can
result in greater residential stability, gainful employment, and improved health sta-
tus.

HPPG III: AUTOMATING THE GI BILL BENEFITS SYSTEM

The Post-9/11 GI Bill creates a robust enhancement of VA’s education benefits,
evoking the World War II Era GI Bill. Because of the significant opportunities the
Act provides to Veterans in recognition of their service, and the value of the pro-
gram in the current economic environment, we must deliver the benefits in this Act
effectively and efficiently, and with a client-centered approach. In August 2009, the
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new Post-9/11 GI Bill program was launched. We received more than 397,000 origi-
nal and 219,000 supplemental applications since the inception of this program.

The 2011 budget provides $44.1 million to complete the automated solution for
processing Post-9/11 GI Bill claims and to begin the development and implementa-
tion of electronic systems to process claims associated with other education pro-
grams. The automated solution for the Post-9/11 GI Bill education program will be
implemented by December 2010.

In 2011, we expect the total number of all types of education claims to grow by
32.3 percent over 2009, from 1.70 million to 2.25 million. To meet this increasing
workload and complete education claims in a timely manner, VA has established a
comprehensive strategy to develop an end-to-end solution that utilizes rules-based,
industry-standard technologies to modernize the delivery of education benefits.

HPPG IV: ESTABLISHING A VIRTUAL LIFETIME ELECTRONIC RECORD

Each year, more than 150,000 active and reserve component servicemembers
leave the military. Currently, this transition is heavily reliant on the transfer of
paper-based administrative and medical records from the Department of Defense
(DOD) to the Veteran, the VA or other non-VA health care providers. A paper-based
transfer carries risks of errors or oversights and delays the claim process.

In April 2009, the President charged me and Defense Secretary Gates with build-
ing a fully interoperable electronic records system that will provide each member
of our Armed Forces a Virtual Lifetime Electronic Record (VLER). This virtual
record will enhance the timely delivery of high-quality benefits and services by cap-
turing key information from the day they put on the uniform, through their time
as Veterans, until the day they are laid to rest. The VLER is the centerpiece of our
strategy to better coordinate the user-friendly transition of servicemembers from
their service component into VA, and to produce better, more timely outcomes for
Veterans in providing their benefits and services.

In December 2009, VA successfully exchanged electronic health record (EHR) in-
formation in a pilot program between the VA Medical Center in San Diego and a
local Kaiser Permanente hospital. We exchanged EHR information using the Na-
tionwide Health Information Network (NHIN) created by the Department of Health
and Human Services. Interoperability is key to sharing critical health information.
Utilizing the NHIN standards allows VA to partner with private sector health care
providers and other Federal agencies to promote better, faster, and safer care for
Veterans. During the second quarter of 2010, the DOD will join this pilot and we
will announce additional VLER health community sites.

VA has $52 million in IT funds in 2011 to continue the development and imple-
mentation of this Presidential priority.

HPPG V: IMPROVING MENTAL HEALTH CARE

The 2011 budget continues the Department’s keen focus on improving the quality,
access, and value of mental health care provided to Veterans. VA’s budget provides
over $5.2 billion for mental health, an increase of $410 million, or 8.5 percent, over
the 2010 enacted level. We will expand inpatient, residential, and outpatient mental
health programs with an emphasis on integrating mental health services with pri-
mary and specialty care.

Post-Traumatic Stress Disorder (PTSD) is the mental health condition most com-
monly associated with combat, and treating Veterans who suffer from this debili-
tating disorder is central to VA’s mission. Screening for PTSD is the first and most
essential step. It is crucial that VA be proactive in identifying PTSD and inter-
vening early in order to prevent chronic problems that could lead to more complex
disorders and functional problems.

VA will also expand its screening program for other mental health conditions,
most notably Traumatic Brain Injury (TBI), depression, and substance use dis-
orders. We will enhance our suicide prevention advertising campaign to raise aware-
ness among Veterans and their families of the services available to them.

More than one-fifth of the Veterans seen last year had a mental health diagnosis.
In order to address this challenge, VA has significantly invested in our mental
health workforce, hiring more than 6,000 new workers since 2005.

In October 2009, VA and DOD held a mental health summit with mental health
experts from both departments, and representatives from Congress and more than
57 non-government organizations. We convened the summit to discuss an innova-
tive, wide-ranging public health model for enhancing mental health for returning
servicemembers, Veterans, and their families. VA will use the results to devise new
innovative strategies for improving the health and quality of life for Veterans suf-
fering from mental health problems.
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HPPG VI: DEPLOYING A VETERANS RELATIONSHIP MANAGEMENT SYSTEM

A key component of VA’s transformation is to employ technology to dramatically
improve service and outreach to Veterans by adopting a comprehensive Veterans’
Relationship Management System to serve as the primary interface between Vet-
erans and the Department. This system will include a framework that provides Vet-
erans with the ability to:

e Access VA through multiple methods;

e Uniformly find information about VA’s benefits and services;

e Complete multiple business processes within VA without having to re-enter
identifying information; and,

e Seamlessly access VA across multiple lines of business.

This system will allow Veterans to access comprehensive online information any-
time and anywhere via a single consistent entry point. Our goal is to deploy the Vet-
erans Relationship Management System in 2011. Our budget provides $51.6 million
for this project.

In addition to resources supporting these high-priority performance goals, the
President’s budget enhances and improves services across the full spectrum of the
Department. The following highlights funding requirements for selected programs
along with the outcomes we will achieve for Veterans and their families.

DELIVERING WORLD-CLASS MEDICAL CARE

The Budget provides $51.5 billion for medical care in 2011, an increase of $4 bil-
lion, or 8.5 percent, over the 2010 level. This level will allow us to continue pro-
viding timely, high-quality care to all enrolled veterans. Our total medical care level
is comprised of funding for medical services ($37.1 billion), medical support and
compliance ($5.3 billion), medical facilities ($5.7 billion), and resources from medical
care collections ($3.4 billion). In addition to reducing the number of homeless Vet-
erans and expanding access to mental health care, our 2011 budget will also achieve
numerous other outcomes that improve Veterans’ quality of life, including:

e Providing extended care and rural health services in clinically appropriate set-
tings;

e Expanding the use of home telehealth;

e Enhancing access to health care services by offering enrollment to more Priority
Group 8 Veterans and activating new facilities; and,

e Meeting the medical needs of women Veterans.

During 2011, we expect to treat nearly 6.1 million unique patients, a 2.9 percent
increase over 2010. Among this total are over 439,000 Veterans who served in Oper-
ation Enduring Freedom and Operation Iraqi Freedom, an increase of almost 57,000
(or 14.8 percent) above the number of Veterans from these two campaigns that we
anticipate will come to VA for health care in 2010.

In 2011, the budget provides $2.6 billion to meet the health care needs of Vet-
erans who served in Iraq and Afghanistan. This is an increase of $597 million (or
30.2 percent) over our medical resource requirements to care for these Veterans in
2010. This increase also reflects the impact of the recent decision to increase troop
size in Afghanistan. The treatment of this newest generation of Veterans has al-
lowed us to focus on, and improve treatment for, PTSD as well as TBI, including
new programs to reach Veterans at the earliest stages of these conditions.

The FY 2011 Budget also includes funding for new patients resulting from the re-
cent decision to add Parkinson’s disease, ischemic heart disease, and B-cell leuke-
mias to the list of presumptive conditions for Veterans with service in Vietnam.

Extended Care and Rural Health

VA’s budget for 2011 contains $6.8 billion for long-term care, an increase of 858.8
million (or 14.4 percent) over the 2010 level. In addition, $1.5 billion is included for
non-institutional long-term care, an increase of $276 million (or 22.9 percent) over
2010. By enhancing Veterans’ access to non-institutional long-term care, VA can
provide extended care services to Veterans in a more clinically appropriate setting,
closer to where they live, and in the comfort and familiar settings of their homes.

VA’s 2011 budget also includes $250 million to continue strengthening access to
health care for 3.2 million enrolled Veterans living in rural and highly rural areas
through a variety of avenues. These include new rural health outreach and delivery
initiatives and expanded use of home-based primary care, mental health, and tele-
health services. VA intends to expand use of cutting edge telehealth technology to
broaden access to care while at the same time improve the quality of our health care
services.
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Home Telehealth

Our increasing reliance on non-institutional long-term care includes an invest-
ment in 2011 of $163 million in home telehealth. Taking greater advantage of the
latest technological advancements in health care delivery will allow us to more
closely monitor the health status of Veterans and will greatly improve access to care
for Veterans in rural and highly rural areas. Telehealth will place specialized health
care professionals in direct contact with patients using modern IT tools. VA’s home
telehealth program cares for 35,000 patients and is the largest of its kind in the
world. A recent study found patients enrolled in home telehealth programs experi-
enced a 25 percent reduction in the average number of days hospitalized and a 19
percent reduction in hospitalizations. Telehealth and telemedicine improve health
care by increasing access, eliminating travel, reducing costs, and producing better
patient outcomes.

Expanding Access to Health Care

In 2009 VA opened enrollment to Priority 8 Veterans whose incomes exceed last
year’s geographic and VA means-test thresholds by no more than 10 percent. Our
most recent estimate is that 193,000 more Veterans will enroll for care by the end
of 2010 due to this policy change.

In 2011 VA will further expand health care eligibility for Priority 8 Veterans to
those whose incomes exceed the geographic and VA means-test thresholds by no
more than 15 percent compared to the levels in effect prior to expanding enrollment
in 2009. This additional expansion of eligibility for care will result in an estimated
99,000 more enrollees in 2011 alone, bringing the total number of new enrollees
from 2009 to the end of 2011 to 292,000.

Meeting the Medical Needs of Women Veterans

The 2011 budget provides $217.6 million to meet the gender-specific health care
needs of women Veterans, an increase of $18.6 million (or 9.4 percent) over the 2010
level. The delivery of enhanced primary care for women Veterans remains one of
the Department’s top priorities. The number of women Veterans is growing rapidly
and women are increasingly reliant upon VA for their health care.

Our investment in health care for women Veterans will lead to higher quality of
care, increased coordination of care, enhanced privacy and dignity, and a greater
sense of security among our women patients. We will accomplish this through ex-
panding health care services provided in our Vet Centers, increasing training for our
health care providers to advance their knowledge and understanding of women’s
health issues, and implementing a peer call center and social networking site for
WOIIllieIl combat Veterans. This call center will be open 24 hours a day, 7 days a
week.

ADVANCE APPROPRIATIONS FOR MEDICAL CARE IN 2012

VA is requesting advance appropriations in 2012 of $50.6 billion for the three
medical care appropriations to support the health care needs of 6.2 million patients.
The total is comprised of $39.6 billion for Medical Services, $5.5 billion for Medical
Support and Compliance, and $5.4 billion for Medical Facilities. In addition, $3.7
billion is estimated in medical care collections, resulting in a total resource level of
$54.3 billion. It does not include additional resources for any new initiatives that
would begin in 2012.

Our 2012 advance appropriations request is based largely on our actuarial model
using 2008 data as the base year. The request continues funding for programs that
we will continue in 2012 but which are not accounted for in the actuarial model.
These initiatives address homelessness and expanded access to non-institutional
long-term care and rural health care services through telehealth. In addition, the
2012 advance appropriations request includes resources for several programs not
captured by the actuarial model, including long-term care, the Civilian Health and
Medical Program of the Department of Veterans Affairs, Vet Centers, and the state
home per diem program. Overall, the 2012 requested level, based on the information
available at this point in time, is sufficient to enable us to provide timely and high-
quality care for the estimated patient population. We will continue to monitor cost
and workload data throughout the year and, if needed, we will revise our request
during the normal 2012 budget cycle.

After a cumulative increase of 26.4 percent in the medical care budget since 2009,
we will be working to reduce the rate of increase in the cost of the provision of
health care by focusing on areas such as better leveraging acquisitions and con-
tracting, enhancing use of referral agreements, strengthening DOD/VA joint ven-
tures, and expanding applications of medical technology (e.g. tele-home health).
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INVESTMENTS IN MEDICAL RESEARCH

VA’s budget request for 2011 includes $590 million for medical and prosthetic re-
search, an increase of $9 million over the 2010 level. These research funds will help
VA sustain its long track record of success in conducting research projects that lead
to clinically useful interventions that improve the health and quality of life for Vet-
erans as well as the general population.

This budget contains funds to continue our aggressive research program aimed at
improving the lives of Veterans returning from service in Iraq and Afghanistan.
This focuses on prevention, treatment, and rehabilitation research, including TBI
and polytrauma, burn injury research, pain research, and post-deployment mental
health research.

SUSTAINING HIGH QUALITY BURIAL AND MEMORIAL PROGRAMS

VA remains steadfastly committed to providing access to a dignified and respect-
ful burial for Veterans choosing to be buried in a VA national cemetery. This prom-
ise to Veterans and their families also requires that we maintain national ceme-
teries as shrines dedicated to the memory of those who honorably served this Nation
in uniform. This budget implements new policy to expand access by lowering the
Veteran population threshold for establishing new national cemeteries and devel-
oping additional columbaria to better serve large urban areas.

VA expects to perform 114,300 interments in 2011 or 3.8 percent more than in
2010. The number of developed acres (8,441) that must be maintained in 2011 is
4.6 percent greater than the 2010 estimate, while the number of gravesites
(3,147,000) that will be maintained is 2.6 percent higher. VA will also process more
than 617,000 Presidential Memorial Certificates in recognition of Veterans’ honor-
able military service.

Our 2011 budget request includes $251 million in operations and maintenance
funding for the National Cemetery Administration. The 2011 budget request pro-
vides $36.9 million for national shrine projects to raise, realign, and clean an esti-
mated 668,000 headstones and markers, and repair 100,000 sunken graves. This is
critical to maintaining our extremely high client satisfaction scores that set the na-
tional standard of excellence in government and private sector services as measured
by the American Customer Satisfaction Index. The share of our clients who rate the
quality of the memorial services we provide as excellent will rise to 98 percent in
2011. The proportion of clients who rate the appearance of our national cemeteries
as excellent will grow to 99 percent. And we will mark 95 percent of graves within
60 days of interment.

The 2011 budget includes $3 million for solar and wind power projects at three
cemeteries to make greater use of renewable energy and to improve the efficiency
of our program operations. It also provides $1.25 million to conduct independent Fa-
cility Condition Assessments at national cemeteries and $2 million for projects to
correct safety and other deficiencies identified in those assessments.

LEVERAGING INFORMATION TECHNOLOGY

We cannot achieve the transformation of VA into a 21st Century organization ca-
pable of meeting Veterans’ needs today and in the years to come without leveraging
the power of IT. The Department’s IT program is absolutely integral to everything
we do, and it is vital we continue the development of IT systems that will meet new
service delivery demands and modernize or replace increasingly fragile systems that
are no longer adequate in today’s health care and benefits delivery environment.
Simply put, IT is indispensable to achieving VA’s mission.

The Department’s IT operations and maintenance program supports 334,000
users, including VA employees, contractors, volunteers, and researchers situated in
1,400 health care facilities, 57 regional offices, and 158 national cemeteries around
the country. Our IT program protects and maintains 8.5 million vital health and
benefits records for Veterans with the level of privacy and security mandated by
both statutes and directives.

VA’s 2011 budget provides $3.3 billion for IT, the same level of funding provided
in 2010. We have prioritized potential IT projects to ensure that the most mission-
critical projects for improving service to Veterans are funded. For example, the re-
sources we are requesting will fund the development and implementation of an
automated solution for processing education claims ($44.1 million), the Financial
and Logistics Integrated Technology Enterprise project to replace our outdated, non-
compliant core accounting system ($120.2 million), development and deployment of
the paperless claims processing system ($145.3 million), and continued development
of HealtheVet, VA’s electronic health record system ($346.2 million). In addition, the
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2011 budget request includes $52 million for the advancement of the Virtual Life-
time Electronic Record, a Presidential priority that involves our close collaboration
with DOD.

ENHANCING OUR MANAGEMENT INFRASTRUCTURE

A critical component of our transformation is to create a reliable management in-
frastructure that expands or enhances corporate transparency at VA, centralizes
leadership and decentralizes execution, and invests in leadership training. This in-
cludes increasing investment in training and career development for our career civil
service and employing a suitable financial management system to track expendi-
tures. The Department’s 2011 budget provides $463 million in General Administra-
tion to support these vital corporate management activities. This includes $23.6 mil-
lion in support of the President’s initiative to strengthen the acquisition workforce.

We will place particular emphasis on increasing our investment in training and
career development—helping to ensure that VA’s workforce remain leaders and
standard-setters in their fields, skilled, motivated, and client-oriented. Training and
development (including a leadership development program), communications and
team building, and continuous learning will all be components of reaching this ob-
jective.

CAPITAL INFRASTRUCTURE

VA must provide timely, high-quality health care in medical infrastructure which
is, on average, over 60 years old. In the 2011 budget, we are requesting $1.6 billion
to invest in our major and minor construction programs to accomplish projects that
are crucial to right sizing and modernizing VA’s health care infrastructure, pro-
viding greater access to benefits and services for more Veterans, closer to where
they live, and adequately addressing patient safety and other critical facility defi-
ciencies.

Major Construction

The 2011 budget request for VA major construction is $1.151 billion. This includes
funding for five medical facility projects in New Orleans, Louisiana; Denver, Colo-
rado; Palo Alto and Alameda, California; and Omaha, Nebraska.

This request provides $106.9 million to support the Department’s burial program,
including gravesite expansion and cemetery improvement projects at three national
cemeteries—Indiantown Gap, Pennsylvania; Los Angeles, California; and Tahoma,
Washington.

Our major construction request includes $51.4 million to begin implementation of
a new policy to expand and improve access to burial in a national cemetery. Most
significantly, this new policy lowers the Veteran population threshold to build a new
national cemetery from 170,000 to 80,000 Veterans living within 75 miles of a ceme-
tery. This will provide access to about 500,000 additional Veterans. Moreover, it will
increase our strategic target for the percent of Veterans served by a burial option
in a national or state Veterans cemetery within 75 miles of their residence from 90
percent to 94 percent.

VA’s major construction request also includes $24 million for resident engineers
that support medical facility and national cemetery projects. This represents a new
source of funding for the resident engineer program, which was previously funded
under General Operating Expenses.

Minor Construction

The $467.7 million request for 2011 for minor construction is an integral compo-
nent of our overall capital program. In support of the medical care and medical re-
search programs, minor construction funds permit VA to realign critical services;
make seismic corrections; improve patient safety; enhance access to health care; in-
crease capacity for dental care; enhance patient privacy; improve treatment of spe-
cial emphasis programs; and expand our research capability. Minor construction
funds are also used to improve the appearance of our national cemeteries. Further,
minor construction resources will be used to comply with energy efficiency and sus-
tainability design requirements.

SUMMARY

Our job at the VA is to serve Veterans by increasing their access to VA benefits
and services, to provide them the highest quality of health care available, and to
control costs to the best of our ability. Doing so will make VA a model of good gov-
ernance. The resources provided in the 2011 President’s budget will permit us to
fulfill our obligation to those who have bravely served our country.
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The 298,000 employees of the VA are committed to providing the quality of service
needed to serve our Veterans and their families. They are our most valuable re-
source. I am especially proud of several VA employees that have been singled out
for special recognition this year.

First, let me recognize Dr. Janet Kemp, who received the “2009 Federal Employee
of the Year” award from the Partnership for Public Service. Under Dr. Kemp’s lead-
ership, VA created the Veterans National Suicide Prevention Hotline to help Vet-
erans in crisis. To date, the Hotline has received almost 225,000 calls and rescued
about 6,800 people judged to be at imminent risk of suicide since its inception.

Second, we are also very proud of Nancy Fichtner, an employee at the Grand
Junction Colorado Medical Center, for being the winner of the President’s first-ever
SAVE (Securing Americans Value and Efficiency) award. Ms. Fichtner’s winning
idea is for Veterans leaving VA hospitals to be able to take medication they have
been using home with them instead of it being discarded upon discharge.

And third, we are proud of the VA employees at our Albuquerque, New Mexico
Clinical Research Pharmacy Coordinating Center, including the Center Director,
Mike R. Sather, for excellence in supporting clinical trials targeting current Veteran
health issues. Their exceptional and important work garnered the center’s recogni-
tion as the 2009 Malcolm Baldrige National Quality Award Recipient in the non-
profit category.

The VA is fortunate to have public servants that are not only creative thinkers,
but also able to put good ideas into practice. With such a workforce, and the con-
tinuing support of Congress, I am confident we can achieve our shared goal of acces-
sible, high-quality and timely care and benefits for Veterans.

RESPONSE TO PRE-HEARING QUESTIONS SUBMITTED BY HON. DANIEL K. AKAKA TO
HoON. ERIC SHINSEKI, SECRETARY, U.S. DEPARTMENT OF VETERANS AFFAIRS

Question 1. Since the population threshold for the purposes of locating future Na-
tional Cemeteries has been lowered from 170,000 to 80,000 veterans, what impact
will this have on the sizing of new cemeteries in the future?

Response. The revised Veteran population threshold will result in the construction
of five new national cemeteries in the areas of Melbourne/Daytona, FL; Omaha, NE;
Buffalo, NY; Tallahassee, FL; and Southern Colorado. The new threshold will not
alter VA’s approach to the purchase of land for new national cemeteries. We will
continue to seek large parcels that will ensure uninterrupted service into the fore-
seeable future and accommodate the necessary infrastructure. In addition, future
budget requests will reflect Phase One cemetery development projects sufficient to
accommodate interments for a ten year period. The number of acres to be developed
in Phase One will depend on estimated death and usage rates for Veterans and eli-
gible family members.

Question 2. The Independent Budget (IB) notes that given the increased reliance
on contract services, VR&E needs an additional 50 FTE’s dedicated to management
and oversight of contract counselors and rehabilitation and employment service pro-
viders. Please comment on the FTE dedicated to this management and oversight
function envisioned in the President’s budget.

Response. VR&E Service currently has dedicated 24 contract specialists through-
out the country to provide oversight and support of contracting activities in each re-
gional office. The number of contracts varies by office, with the average office sup-
porting two local contracts. Structured guidance was provided to the regional offices,
reducing associated complexity of development and procurement of contracts at the
local level. Because contracting activity varies by office, contract specialist support
has been placed in offices with the highest usage. Where the use of contracts does
not warrant a full-time contract specialist, the specialist is responsible to support
multiple offices. VR&E Service works with the Office of Field Operations to evaluate
the need for additional contract specialists, and staff has been added when appro-
priate.

In addition, VR&E Officers are required to complete basic contract warrant and
contracting officer technical representative training. This training provides VR&E
managers with the knowledge to effectively administer contracts. Working in col-
laboration with VA’s Office of Acquisition, Logistics, and Construction, VR&E Serv-
ice also provides routine training and oversight to field offices to ensure consistent
compliance with Federal acquisition regulations.

Question 3. At VA’s budget briefing on February 1, a decrease of nine FTE for
the VR&E program was justified on the basis of “efficiencies”. Please provide more
detail on the precise nature of these efficiencies.
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Response. The following chart displays the VR&E budget for 2010 and 2011. Di-
rect FTE remains constant at 1,155 for both 2010 and 2011, with VBA management
support FTE allocated to the VR&E Program reduces by nine FTE in 2011. VBA
management support FTE provide support to program management and operations.
This includes but is not limited to offices such as Resource Management and Human
Resources. Unlike direct FTE, management support FTE are not responsible for pro-
gram administration and operations.

The reduction of nine management support FTE for VR&E does not have direct
program impact. VBA management support FTE for all VBA programs (such as
human resources or financial management FTE) are allocated by formula across all
business lines based on the level of direct program FTE to VBA’s total direct FTE.
Since direct FTE increased for the Compensation and Pension (C&P) Program, a
larger portion of the total management support FTE was allocated to C&P Program,
and support FTE decreased for other programs.

The 2011 budget includes an $8.3 million GOE increase for VR&E contract coun-
seling services, some or all of which can be utilized to support up to 130 additional
direct FTE for VR&E. During execution of the 2011 budget, other upward staffing
adjustments will be made, if needed.

Question 4. A number of increased outreach initiatives are discussed in connection
with the VR&E program including enhanced DTAP efforts, the Coming Home to
Work program, and the VetSuccess on Campus pilot program. Can you provide a
breakout of the number of FTE who will be supporting these efforts?

Response. The Disability Transition Assistance Program (DTAP) , Coming Home
to Work, and the VetSuccess on Campus pilot provide outreach and assistance to
transitioning servicemembers and new Veterans. VR&E is working with the Office
of Acquisition, Logistics, and Construction to award a contract for redesign of the
DTAP program. This redesign will result in an enhanced DTAP model tailored to
the needs of active duty Servicemembers and Guard and Reserve members. The en-
hanced DTAP model is expected to increase awareness of VR&E benefits and appli-
cations for VR&E services. Staffing resources will be evaluated as a part of the
DTAP redesign process.

The Coming Home to Work Program was expanded in 2008 to increase outreach
and early intervention services. VA has 13 full-time counselors at Military Treat-
ment Facilities and also assigned counselors on a part-time basis in each regional
office to provide outreach to VA medical centers, Warrior Transition Units, and
Coming Home events.

The VetSuccess on Campus program is currently in the pilot stage. It is designed
to provide outreach and assistance to Veterans utilizing Post-9/11 GI Bill education
benefits to assist them in successfully transitioning from military to campus life and
ultimately to successful employment. Three full-time staff are dedicated to the
VetSuccess pilot. Staffing requirements to implement the program will be deter-
mined as a part of the pilot project analysis.

Question 5. The IB supports an increase of 200 FTE for VR&E’s Independent Liv-
ing Program. The President’s Budget notes some positive improvements made to the
program by virtue of the Veterans’ Benefits Improvement Act of 2008 but fails to
discuss in any detail how these improvements might have an impact on the effective
management of it. Please provide a detailed discussion of the resources that will be
%yr%lable for this initiative and comment on the IB’s proposal for an increase of 200

Response. The Veterans’ Benefits Improvement Act of 2008 (VBIA) increased the
cap on new Independent Living (IL) cases that may be developed each year from
2,500 to 2,600. In addition, the VBIA removed the time limitation on IL services
for the most seriously disabled Veterans who have served in the Iraq and Afghani-
stan conflicts. These changes allow VR&E managers to ensure that appropriate
services may be provided to the most seriously disabled Veterans suffering from
such conditions as Traumatic Brain Injury, PTSD, or polytrauma injuries.

The IL workload represents less than three percent of the open VR&E workload,
with only 2,600 new cases developed each year. VA’s model supports Rehabilitation
Counselors (VRCs) providing a full scope of services for Veterans who need assist-
ance to work, to live independently, or a combination of both. This allows an inte-
grated service delivery approach in which the VRCs serve as experts who provide
services tailored to each Veteran’s needs. This comprehensive model supports the
provision of IL services during a plan of employment services. Conversely, it sup-
ports the progression of Veterans’ plans from IL to employment, when they are
ready to pursue job goals. In lieu of adding specialized staffing to meet the varying
and individually tailored IL needs of Veterans, VA counselors work with community
resources, such as the national network of Centers for Independent Living (CILs)
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and/or procure services from specialized community professionals. Through the es-
tablishment of agreements with CILs and the expenditure of contract funds to meet
specialized needs for the small population of Veterans requiring independent living
assistance, VA is able to ensure resources are available when and where they are
needed, ensuring that counselors in regional offices may quickly respond to addi-
tional service needs for Veterans who require extraordinary support to achieve IL
goals.

Question 6. The President’s Budget notes that $1.2 million was redirected from
VR&E’s resources for the Veterans Benefits Management System (VBMS) Initiative
to the Compensation and Pensions program. What effect will this action have on the
VBMS Initiative within VR&E and to what purpose will the funds be used within
the C&P program?

Response. The $1.2 million redirected from VR&E to C&P in the FY 2011 budget
submission was originally allocated for VR&E-specific paperless processing capabili-
ties in the FY 2010 President’s Budget. Subsequent to the formulation of the FY
2010 budget, the strategy for the paperless claims processing initiative was refined
with a greater emphasis on delivering near-term capabilities for C&P claims proc-
essing.

The Veterans Benefits Management System (VBMS) initiative is a business trans-
formation initiative supported by technology and designed to improve VBA service
delivery, beginning with the C&P business line. VBMS is a holistic solution that in-
tegrates a business transformation strategy to address process, people and organiza-
tional structure factors, and an information technology solution to provide a 21st
century paperless claims processing system. The technology investment in VBMS is
reflected in the VA Information Technology Budget submission.

During FY 2010, VR&E funding associated with VBMS was redirected to con-
tribute to several contracts that enable VBA to acquire the technical and profes-
sional expertise required for the VBMS initiative. Services acquired through these
contracts include strategic and tactical program management support services, busi-
ness transformation and organization change management services, and commercial
scanning services. For FY 2011, the VR&E budget request does not include funds
for VBMS, which is a direct reflection of the VBA strategy to focus on improving
C&P claims processing. The $1.2 million will be used for strategic and tactical pro-
gram management support services, business transformation, and organization
change management services specific to the C&P program.

Question 7. What is the percentage of Vietnam veterans who are service-connected
due to a presumptive condition?

Response. VA cannot provide this percentage because our data systems do not
store the basis of an award of service connection. VA cannot distinguish whether
a Vietnam Veteran was awarded a disability rating due to presumed exposure to
Agent Orange or due to a direct disability while in service.

Question 8. In 2009, over 169,000 veterans received an increase to their disability
benefits. On average, how long did it take for those re-opened claims to be adju-
dicated?

Response. VA does not separately track the average days to complete reopened
claims that are granted or denied. However, VA does track this information for all
reopened claims. The average number of days to complete a reopened claim was
172.6 in FY 2009 and 164.7 in FY 2010 through January.

Question 9. Does the Department anticipate needing additional funds to pay bene-
fits to Fili%ino World War II veterans and eligible survivors as mandated in Pub.
L. 110-3297

Response. The deadline to submit claims was February 16, 2010. VA is still deter-
mining the number of new and duplicate claims. Based on the current approval
rate, additional funding may be required. VA is currently evaluating funding re-
quirements to ensure all eligible Veterans are compensated. VA will advise Con-
gress when this evaluation is completed.

Question 10. The FY 2008 NDAA required the DOD and the VA to accelerate their
exchange of health information and to develop capabilities that allow for interoper-
ability (generally, the ability of systems to exchange data) by September 30, 2009.
It also required compliance with Federal standards and the establishment of a joint
interagency program office to function as a single point of accountability for the ef-
fort. In a January 2010 report, the GAO noted that the DOD/VA interagency pro-
gram office is not yet positioned to function as a single point of accountability for
the implementation of interoperable electronic health record systems or capabilities.
In addition GAO also stated that if the program office does not fulfill key manage-
ment responsibilities as GAO previously recommended, it may not be positioned to
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function as a single point of accountability for the delivery of future interoperable
capabilities, including the development of the virtual lifetime electronic record.

Response. On January 22, 2010, the Department offered GAO an update report
RE: Electronic Health Records: DOD and VA Interoperability Efforts Are Ongoing;
Program Office Needs to Implement Recommended Improvements (GAO-10-332).
This report addresses key issues sited above in Question #10. Please see attachment
fc%rsfulflfcopy of the updated report signed and dated by Mr. John R. Gingrich, Chief
of Staff.

Question 11. What is the status of the virtual lifetime electronic record? What is
your assessment of the progress being made and when do you expect to launch this
system? What are your thoughts on how VA should proceed?

Response. “VA has begun to lay the groundwork necessary to meet the President’s
directive for a Virtual Lifetime Electronic Record, or VLER, to contain the entire
health and administrative data for our Nation’s Service Members and Veterans. To
achieve that goal, we have begun to connect the Department to the Nationwide
Health Information Network (NHIN) for the purposes of securely exchanging health
information with other public and private health care providers. In December 2009,
we successfully began exchanging health information between the Department and
Kaiser Permanente in San Diego, CA, for those patients who are seen in both orga-
nizations and who have opted into the exchange program. The Department of De-
fense (DOD) took the steps needed to join the effort in a three-way exchange by suc-
cessfully implementing the technical capacity for NHIN based health data exchange
at the end of January, 2010. We plan to increase the functionalities of this initial
pilot and to deploy to additional sites around the country during 2010. We will soon
begin to lay out the approach to guide future years planning and budgeting. The
lessons learned from these pilots will position the Department to be able to securely
exchange health information with any organization that also joins the NHIN. These
first efforts represent the cornerstone building block of designing the Virtual Life-
time Electronic Record (VLER).”

Question 12. The President’s budget provides $51.6 million the Veterans Relation-
ship Management System. This system will allow Veterans to access comprehensive
online information anytime and anywhere via a single consistent entry point, among
other things. What is the timeline for this project and when will it operational?

Response. VA will use an iterative approach and a phased implementation to inte-
grate the capabilities that will leverage all the initiatives in the Veterans Relation-
ship Management (VRM) Program. The iterative framework of the VRM Program
assumes that all initiatives will be conducted in parallel and will incorporate the
multi-phased and multi-years implementation strategy.

The VRM Program has three phases with milestones and deliverables in 2010,
2011, and 2012. The focus in 2013 and 2014 will be to ensure that the solutions
implemented will continue to evolve with the changing needs of Veterans and the
agencies that serve them. This agile approach will facilitate continuous improve-
ment 1in c()iur processes and technology and ensures that the transformational vision
is realized.

Question 13. This President’s budget provides funds to meet the need of women
veterans which includes full-time Women Veterans Program Managers serving at all
VA medical facilities. However, on July 14, 2009, VA testified before this Committee
that, “As of June 2009, each of the VA’s 144 health care systems has appointed a
full-time Women Veterans’ Program manager.” What does the FY 2011 budget pro-
viding for exactly with regard to the full-time Women Veterans Program Managers?

Response. VA recognizes that the position of the Women Veterans Program Man-
ager is key to the implementation and delivery of primary care women Veteran’s
health services. As previously stated, each of VA’s 144 health care systems has ap-
pointed a full-time Women Veterans Program Manager. The positions are funded in
FY 2010. The FY 2011 budget continues the funding for these positions. As any of
these positions becomes vacant through the normal turn over process, the vacancies
will be filled in a timely manner through the established personnel hiring processes.

Question 14. Of the carryover funds in the Medical Services account from 2009,
$200 million is designated for rural health initiatives. Have these funds been obli-
gated yet, and for what purposes? If not, why are they still unobligated?

Response. Congress provided VHA’s Office of Rural Health (ORH) with $250 mil-
lion in two-year funds (FY 2009/2010) for rural health care initiatives. The majority
of these funds were allocated in FY 2009 for rural health initiatives; however, at
the end of the year $223 million was unobligated and carried over to FY 2010 to
continue this dedicated funding for rural health. These funds support a variety of
projects including, but not limited to: mobile clinics, rural Telehealth and tele-men-
tal health initiatives, home based primary care (HPBC) programs, rural health out-
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reach clinics, mental health intensive care management (MHICM) programs and ex-
pansions, as well as enhancements to existing community based outpatient clinics
in rural areas. VA plans to have the full $250 million obligated by the end of FY
2010.

There are several reasons why rural health care dollars have been delayed in obli-
gation, which fall into three broad categories. First, the pool of qualified bidders
willing to contract with VA to provide health care in rural communities is limited.
The second is human resources. Identifying qualified individuals in highly rural
areas has proven difficult, and finding employees willing to move to isolated areas
has also been a challenge. And third, identifying appropriate physical space for clin-
ical activities in rural areas that meet privacy standards has been a challenge, as
well. Frequently, the space has required significant alteration, thus causing delays
in construction and obligating dollars for completion of these projects.

RESPONSE TO POST-HEARING QUESTIONS SUBMITTED BY HON. DANIEL K. AKAKA TO
Hon. Eric K. SHINSEKI, SECRETARY, U.S. DEPARTMENT OF VETERANS AFFAIRS

Question 1. For FY 2010, the Department requested $70 million more than the
previous year in medical and prosthetics research. For FY 2011, the request is for
only an additional $9 million. Does the Department anticipate any reduction in the
amount of research carried out as a result of what is essentially a flat-lined request?

Response. There is a 15.7% increase in research funding from FY 2009 to FY
2011. This is significantly higher than the rate of research inflation which was 3.1%
in FY 2010 and 3.2% in FY 2011. With this level of funding, VA does not anticipate
any reduction in the amount of research.

Question 2. There was an error in printing the budget wherein the IG’s funding
request to OMB was not printed; having corrected this, is the Department prepared
to support the IG’s request for nearly $12 million in additional funding?

Response. VA supports the need for strong management oversight, and the Office
of Inspector General (OIG) plays an important role in performing its investigative
and audit responsibilities. When the budget was developed recent budget increases
were taken into account for all VA accounts, including the IG, Information Tech-
nology, and NCA. While these programs do not have increases in 2011, their two-
year total increases in resources provide for very significant real program growth.

More specifically, the 2011 budget request for IG is a 25% increase over the 2009
level. IG staffing has increased by 13% between 2009-2011 (509 FTE to 576 FTE),
and the 2011 budget sustains the 2010 staffing level of 576. The OIG has indicated
that the 2011 budget will support a current services level of workload.

Question 3. The Department’s budget request shows a 30 percent increase in fund-
ing for OEF/OIF services. What new or expanded services will be provided as a re-
sult of this increase? Are there any programs or services you would like to expand
or create, but did not request due to the cost of the increased workload?

Response. The budget requests a funding increase of 30% for OEF/OIF Veterans
in FY 2011 to accommodate an estimated 15% increase in the number of patients.
We will continue to provide a full range of services to meet all of their medical
needs. There are no new or expanded services and there are no programs or services
that were not included in this budget request.

Question 4. VA must deal with the most serious of Traumatic Brain Injuries
(TBI), as well as the less severe injuries. Does the 13 percent increase for the TBI
program reflect the increased need for occupational therapy and support services for
veterans who chose to transition to the civilian workforce?

Response. Yes, the needs for increased occupational therapy are included in the
13 percent increase for the TBI program (i.e., the difference between the FY 2010
and FY 2011 funding). Funding for vocational and occupational training and similar
support services for Veterans are provided by the Veterans Benefits Administration
through the Vocational Education and Employment program.

Question 5. VA is proposing to reduce obligations for rural health initiatives in
Fiscal Years 11 and 12. Improving health care for veterans residing in rural areas
is a major priority of many Members of the Committee, and the veteran population.
What is the rationale for the proposed reduction?

Response. There is no reduction. In FY 2009, Congress provided $250 million in
two-year funds (fiscal year 2009/2010) for rural health care initiatives. The majority
of these funds were allocated in FY 2009 for rural health initiatives; however, at
the end of the year $223 million was unobligated and carried over to FY 2010 to
continue this dedicated funding for rural health. These funds support a variety of
projects including, but not limited to: mobile clinics, rural tele-health and tele-men-
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tal health initiatives, home based primary care (HBPC) programs, rural health out-
reach clinics, mental health intensive care management (MHICM) programs and ex-
pansions, as well as enhancements to existing community based outpatient clinics
in rural areas. We plan to have the full $250 million obligated by the end of FY
2010. In addition, FY 2010, FY 2011, and FY 2012 each continue the commitment
of $250 million being dedicated to rural health initiatives.

Question 6. VA’s budget request cited a study which found a 19 percent reduction
in hospitalizations, and a 25 percent reduction in days hospitalized, for patients en-
rolled in home telehealth programs. What will be the cost savings in dollars ex-
pected from the $40 million investment that VA has requested for telehealth?

Response. VA’s focus on preventative medicine is reflected in the health care
trends developed for VA and integrated into the actuarial model. Health care prac-
tices, like home telehealth, are also reflected in the assumptions to the extent that
they prevent an avoidable inpatient admission or result in more efficient utilization
of office visits. However, the impact of specific practices and/or technology cannot
be separately identified and quantified.

Question 7. Of the $179 million that VA has requested for readjustment coun-
seling for fiscal year 2011, how much of this amount will be allocated to provide
care for returning servicemembers and how much will be allocated to provide care
for their family members?

Response. Resources are not allocated specifically between services for Veterans
and services for their family members. In FY 2009, Vet Centers provided 62,747 vis-
its to 13,903 Veteran families for military related issues. 95% of these family serv-
ices were provided conjointly with the Veteran present. A very small number (<1%)
of the total Vet Center visits are provided to a Veteran’s family member without
the Veteran present.

Question 8. Given the fact that the President’s budget projects a nearly 5 percent
increase in workload for the New GI Bill yet—at the same time—proposes nearly
a 20 percent decrease in FTE devoted to the program, how confident are you that
you will have sufficient resources to implement the program in an effective and
timely fashion?

Response. Post-9/11 GI Bill claims are currently reviewed and approved through
a manual process augmented by limited automated support. Claims examiners must
manually enter data into several systems. The long term solution, which will be
fully deployed in December 2010, will automate many of manual processing steps.
We are confident the new automated process will result in the need for fewer FTE.

Question 9. The budget includes a 9 percent increase in funding for women vet-
erans from fiscal year 2010 to 2011. Does this reflect an increase in the number of
women veterans seeking VA care or an expansion of the services provided to women
veterans?

Response. The 9.7 percent increase in Gender Specific health care for Women Vet-
erans in 2011 is being driven almost entirely by the influx of new women veterans.
The number of active duty women in the military is at all time high and the number
of enrolled women veterans has been increasing and is anticipated to increase stead-
ily over the next decade. VHA will continue to ensure a broad range of health care
services are available to these women including female specific diagnoses and serv-
ices.

Question 10. In the President’s budget proposal there is no increase in budget dol-
lars or total FTE from FY 2010 in the area of Information Technology. What impact
will this have on VA’s 21st Century technology initiatives such as implementing the
Virtual Lifetime Electronic Record?

Response. Within the $3.307 billion budget request, funding for maintenance and
operations costs will be sustained to keep the systems at current capability and ac-
ceptable performance level. Potential risks are:

o Systems supporting critical business functions will not be refreshed, potentially
affecting performance and availability of services.

e Significantly reduced funding for Regional Data Processing Centers (RDPCs)
may affect efficiency and reliability of operations.

The Project Management Accountability System (PMAS) with an incremental de-
velopment and fiscally responsible approach will better manage development spend-
ing and ensure early identification and correction of failing IT programs. Halting
programs that fail to meet their delivery milestones will prevent wasteful spending
and manage with accountability in delivering technologies to help transform VA.

Our Major Investments will continue to increase above the FY 2010 level to meet
the on-going demands for our Veterans and transforming VA:
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e Veterans Benefits Management System (VBMS) with $145.3 million requested,
is a 104% increase of above 2010, and is designed to transition from paper-intensive
claims processing to a paperless environment.

e The Post-9/11 GI Bill (Chapter 33) with $44 million requested, is a 28% increase
above 2010, will provide the long term solution to deliver an end-to-end solution to
support the delivery of tuition, university fee payments, housing allowance and
yearly books and supply stipend.

e Financial and Logistics Integrated Technology Enterprise (FLITE) with $120
million requested, is a 52% increase above 2010, and will effectively integrate and
standardize financial/asset management data and processes across VA.

e Virtual Lifetime Electronic Record (VLER) with $52 million requested, is a
23.42% increase above 2010, and will create the capability for VA and DOD to elec-
tronically access and manage the health, personnel, benefits, and administrative in-
formation needed to efficiently deliver seamless health care, services, and benefits
to Servicemembers and Veterans.

o Tele-health and Home Care Model with $48.6 million requested, enables VA to
become a national leader in transforming primary care services to a medical home
model of health care delivery with a new generation of communication tools that can
be used to disseminate and collect information related to health, benefits and other
services.

Question 11. As part of VA’s efforts to end homelessness among veterans, what
long term solutions do you envision the Department will undertake to address
homelessness among severely and chronically mentally ill veterans?

Response. VA addresses the needs of homeless Veterans with severe and chronic
mental illness through a continuum of care that includes Mental Health Residential
Rehabilitation and Treatment services, transitional housing services through the
Homeless Providers Grant & Per Diem Program, and VA Health Care for Homeless
Veterans Contract Residential Treatment. In the very near future, VA will expand
the continuum by adding homeless prevention services particular to this population.
Historically, VA mental health and social services have played an important role in
preventing homelessness among Veterans with mental illness. Interventions such as
the Veterans Benefits Administration’s (VBA) benefits assistance programs, com-
pensated work therapy, recovery oriented treatment, residential rehabilitation, out-
patient mental health and substance abuse programs have served many Veterans
who are homeless or at risk for homelessness. In its mission of ending homelessness
among Veterans, VA has enhanced its existing emphasis on prevention by the re-
cent development or planning of several national initiatives that will serve chron-
ically mentally ill Veterans. These include Supportive Services for Low Income Vet-
erans and Families and Housing and Urban Development VA Supported Housing
Program (HUD-VASH).

The HUD-VASH program is one of the core initiatives directed at ending home-
lessness among chronically mentally ill Veterans, in that it provides these Veterans
with both permanent housing and supportive services on an ongoing basis. In this
collaborative initiative between the U.S. Housing and Urban Development (HUD)
and the VA, HUD provides housing vouchers and the VA provides case management
services to assist Veterans’ access and maintain permanent housing. HUD-VASH is
specifically targeted to address the needs of chronically homeless Veterans, many
of whom have a serious mental illness. At present, VA has 20,000 vouchers with
case management services and anticipates the authorization of an additional 30,000
vouchers with case management services through 2014 to better meet the needs of
our Veterans who are chronically homeless and also suffering from a serious mental
illness. VA also intends to intensify the case management ratio to better address
the housing and treatment needs of this most vulnerable population. Additionally,
VA intends to implement emerging best practice models including Housing First ap-
proaches to more rapidly link chronically homeless Veterans to housing and treat-
ment services.

Question 12. The President’s budget would provide over $15 billion in mandatory
entitlements in FY 2010 and FY 2011 for new presumptions related to Agent Or-
ange exposure. In arriving at this cost estimate, did the Department project how
much more likely Vietnam veterans are to suffer from these conditions—such as
heart disease—as compared with Vietnam era veterans who did not serve in South-
east Asia and their non-veteran counterparts?

Response. The cost estimate and methodology for the newly presumptive condi-
tions related to Agent Orange exposure includes $15 billion in mandatory funding,
$12.3 billion of which is associated with 86,069 known Nehmer retroactive claims.
Under Nehmer, VA must readjudicate previously denied claims for newly added her-
bicide-related presumptive diseases filed by Nehmer class members (generally Viet-
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nam Veterans and their survivors) and provide retroactive benefits from the date
of the prior claim to such individual pursuant to 38 C.F.R. §3.816. Of those pre-
viously denied, 52,918, or nearly 76 percent, are currently on the rolls for other
service-connected disabilities.

The remaining $2.7 billion is associated with new claims from both Veterans who
will be added to the compensation rolls and Veterans who will receive an increase
to their current disability rating. For these new claims, prevalence rates for the gen-
eral population were applied to the in-country Vietnam Veteran population. Other
1fact(:lolrs such as mortality and application rates were applied to generate total case-
oad.

Question 13. In addition to the over $15 billion to fund mandatory entitlements
for new presumptions related to Agent Orange exposure, what is the Department’s
estimate of the related costs for medical care for veterans who will now become serv-
ice-connected from these presumptions? Are these costs reflected in the budget?

Response. The estimate for medical care costs in FY 2011 related to the new pre-
sumptions for Agent Orange exposure and Amyotrophic Lateral Sclerosis (ALS) is
$205 million.

Question 14. The highlights of the VA’s budget for FY 2011 claim that, “The budg-
et proposal includes $4.2 billion in 2011 to reduce and help prevent homelessness
among Veterans. That breaks down into $3.4 billion for core medical services and
$799 million for specific homeless programs and expanded medical care, which in-
cludes $294 million for expanded homeless initiatives.” Can you please clarify what
this $3.4 billion for core medical services represents? Is that amount solely for
homeless veterans’ services?

Response. The $3.4 billion contains all core medical services costs for homeless
veterans, including acute, rehabilitative, mental, prosthetics, and dental care.

Question 15. Besides expanding existing programs, VA’s 5 year plan to end home-
lessness among veterans includes the development of new programs—New HUD/VA
Prevention Program, National Referral Call Center, and Supportive Services for
Veterans and Families. Does VA have a breakdown in the budget for funding these
new programs? When will these programs be up and running?

b Fesponse. The proposed funding for these new programs is shown in the table
elow.

(Dollars in Thousands)

Description
FY 2010 FY 2011 FY 2012
HUD-VASH Prevention Pilots $5,000 $5,175 $5,366
National Referral Call Center $2,500 $3,000 $3,000
Support Svcs Low Income Vets & Families .........co.ccoovvcverveeeneens $20,000 $50,560 $50,560

New HUD/VA Prevention Pilot: This new prevention initiative is a multi-site
three-year pilot project designed to provide early intervention to recently discharged
Veterans and their families to prevent homelessness. Site selection for this pilot
project will give priority to communities with high concentrations of returning OEF/
OIF soldiers, and to rural communities. Implementation of this program is expected
to provide services to nearly 250 Veterans and their families in 2010. A total of 750
Veterans are projected to receive services from this program between 2010 and
2014.

Supportive Services for Veterans and Families: VA will also use the authority
mandated in Public Law 110-387 to establish programs with community-based non-
profit and co-op agencies to provide supportive services specifically designed to pre-
vent homelessness. These pilots will encompass both rural and urban sites with the
goal of preventing homelessness and maintaining housing stability for the Veteran’s
family. This new homeless prevention initiative will establish and provide grants
and technical assistance to community non-profit organizations to provide sup-
portive services to Veterans and their families in order to maintain them in their
current housing. Program regulations are currently under review; grants will be
awarded in 2010. Approximately 5,000 Veterans and their families will receive serv-
ices in 2010.

National Referral Call Center: This new prevention initiative will establish a Na-
tional Call Center that will provide linkages for homeless Veterans, their families
and other interested parties to appropriate VA and community-based resources. It
is anticipated that in 2010 the Call Center will provide information and referral to



25

15,000 Veterans and other interested parties. The National Referral Call Center will
be a primary vehicle for VA to communicate with Veterans and community pro-
viders assisting them in connecting to local VA and community resources that will
assist the Veteran in avoiding falling into homelessness or exiting homelessness.

Question 16. The Independent Budget noted that in its latest 5-Year Capital Plan,
VA has estimated the total cost of repairing all D-rated and F-rated facilities in the
F}?cilities Conditions Assessment to be a staggering $8 billion. Please comment on
this.

Response. The FCA backlog has risen over the past few years due to various rea-
sons: higher focus on identifying and reporting deficiencies; addition of special stud-
ies to FCA backlog, such as hurricane hardening, seismic, facade repairs; and the
inclusion of assessments of all buildings and their associated infrastructure within
VA. During the last several years, VA has devoted approximately $1.8 billion to re-
ducing the FCA backlog which currently stands at $9.6 billion. The largest compo-
nent of VA’s FCA backlog of deficiencies belongs to VHA, which is primarily ad-
dressed through the Non-Recurring Maintenance (NRM) Program funds. A focus on
reducing the backlog is balanced with other critical infrastructure needs such as
sustainment, infrastructure improvements, high priority clinical initiatives (HPCI),
and green management in order to meet VHA’s mission, congressional direction, and
energy mandate. The total FY 2011 VHA NRM budget request totals $1.11 billion,
the largest request in Department history. This includes $400 million to ensure sus-
tainability, $358 to reduce the FCA backlog in infrastructure improvements, $252
million for energy, and $100 million for HPCI.

Question 17. The Committee has received reports from several small businesses
which serve as distributors of products from manufacturers to VA facilities that
their F'SS contract renewal awards have been unnecessarily delayed by interference
of VA’s Office of Inspector General. During these delays, VA has been unable to ob-
tain discounts which would be available under a standard contract, often resulting
in more costly purchases on the open market. In just one case alone, VA lost more
than $1 million in discounts due to IG-induced delays in making a contract award
to one company, as it was forced to make necessary purchases on the open market.
Most recently, VA has failed to meet yet another anticipated contract determination
date of January 1, a determination process that began nearly 22 months ago. GSA
completed a similar renewal in less than 60 days. Will you take the necessary ac-
tions to ensure that small businesses seeking the ability to compete for VA task or-
ders are treated fairly and in accordance with GSA policy?

Response. The VA is fully committed toward ensuring acquisition processes are
fair and equitable to all vendors, including small businesses.

VA processes all Federal Supply Schedule (FSS) offers in accordance with applica-
ble regulations, laws and policies, especially FSS policies and provisions set forth
by the General Services Administration. All FSS offers, whether received from man-
ufacturers or dealers/distributors, small or large businesses, are processed in the
same manner and all offerors are treated fairly and equitably, regardless of a firm’s
socioeconomic status. Some FSS offers may take additional time to complete due to
the value of the offer, which may meet certain thresholds requiring a more thorough
evaluation or review such as a pre-award review (typically performed on FSS offers
valued annually at $5 million or more for pharmaceuticals, $3 million or more for
non-pharmaceutical). These reviews protect the government’s interests by ensuring
favorable pricing for the government.

VA solicits early submission of ensuing FSS offers at least 24 months before the
current FSS contract expires. Periodic reminders are sent every six months. Many
FSS contractors wait until the final months of their current contract’s performance
before submitting. In an effort to avoid disruptions, FSS contractors seeking an en-
suing FSS contract are afforded the opportunity to extend their current contract
until a new and ensuing FSS contract can be awarded. The only time this option
is not extended is when a FSS contractor has waited until the final months of the
performance period to renew, at which time VA has no legal authority to extend be-
yond the prescribed performance period of the FSS contract.

Because the FSS program is a multiple award program, which means more than
one contract source could be awarded for “same” or “similar” products and/or serv-
ices, VA, like other Federal customers, have other contract source options under the
FSS program should a particular FSS offeror’s products be unavailable due to an
on-going evaluation/negotiation process. If the particular product/service sought is
only available on the “open market”, VA facilities may request a waiver, including
the proper “sole source” justification, through the proper channels to procure the
needed item or service. The waiver process is quick and the requesting office nor-
mally receives a response within 24 to 48 hours.
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VA is firmly committed to ensuring the acquisition process is fair and equitably
to all vendors while ensuring the awarded contracts are in the best interest of the
government and ultimately our taxpayers.

RESPONSE TO POST-HEARING QUESTIONS SUBMITTED BY HON. RICHARD BURR TO
HoN. Eric K. SHINSEKI, SECRETARY, U.S. DEPARTMENT OF VETERANS AFFAIRS

VETERANS BENEFITS ADMINISTRATION—GENERAL

Question 1. The fiscal year (FY) 2011 budget request refers to an initiative to pro-
vide individual printers to employees throughout the Veterans Benefits Administra-
tion (VBA) so they will be able to print documents at their own desks. The expla-
nation for this initiative is that it will “increase employee efficiency * * * and also
reduces the possibility of incorrectly mailing personally identifiable information.”

A. How much has the Department of Veterans Affairs (VA) already spent on this
initiative and how much more does VA plan to spend in fiscal years 2010 and 2011
for this purpose?

Response. The Office of Information & Technology (OI&T) spent approximately
$47,000 on desktop printers for VBA to pilot this initiative at the Lincoln Regional
Office. Upon further study, VBA determined that the costs to implement this initia-
tive nationwide significantly outweigh the benefits, and no additional funds will be
spent to pursue this effort.

OI&T promotes the use of network printers, which are more cost-effective, as they
use less ink, paper, and require less maintenance. VBA leadership canceled the pilot
in January 2010 after re-evaluating the costs/benefits of proceeding with the initia-
tive and its future relevancy with the procession of the Veterans Benefits Manage-
ment System (VBMS).

Final decisions have not been made on the reallocation of funds designated for
this effort. VBA leadership will review the needs of the organization in the execu-
tion year for reallocation. VBA will place a priority on initiatives that directly align
with VA’s strategic, integrated, and high-performance goals for FY 2011.

B. In total, how many printers and print cartridges are being purchased as part
of this initiative?

Response. OI&T purchased 130 desktop printers for the Lincoln RO pilot. These
printers are being reallocated to replace older, existing desktop printers still needed
to support management, human resources, and finance functions, and to meet the
nﬁedsdof employees requiring job accommodations. No print cartridges were pur-
chased.

VBA did not progress beyond the initial purchase of the desktop printers at the
Lincoln Regional Office pilot site. VBA leadership canceled the pilot in January
2010 after re-evaluating the costs/benefits of proceeding with the initiative against
its future relevancy with the procession of the Veterans Benefits Management Sys-
tem (VBMS) initiative.

C. What is the cost per employee for this initiative?

Response. The cost was estimated at $360 per employee for the initial purchase
of printers and printer maintenance kits.

D. Please quantify the expected improvements in efficiency for each VBA business
line, such as the number of additional claims the Compensation and Pension service
would be expected to complete per year.

Response. VBA determined that nationwide implementation of this initiative
would not significantly improve efficiency or productivity.

E. Is expanding the availability of printers consistent with VA’s goal to “move the
claims process to a paperless environment”?

Response. No. As such, the organization is no longer pursuing this initiative.

F. Did VA examine whether there are less expensive means of protecting against
the inadvertent mailing of personally identifiable information?

Response. The safeguarding of Veterans’ information is paramount. VBA contin-
ually seeks improvement in mailroom efficiency and effectiveness through enhance-
ments in process, technology, and quality.

VOCATIONAL REHABILITATION AND EMPLOYMENT

Question 1. The fiscal year 2011 budget request for the Vocational Rehabilitation
and Employment (VR&E) program includes $32.8 million for Other Services, which
is 51% higher than the amount expended during fiscal year 2009 ($21.7 million) and
34% higher than the amount expected to be expended during fiscal year 2010 ($24.4
million). According to the budget request, this increase “reflects contracted services.”
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A. Please provide an itemized list of how these funds would be expended.

Response. The 2011 budget includes an $8.4 million GOE increase for VR&E con-
tract counseling services, which will be utilized for contract counseling services or
to for additional service that support FTE in the VR&E program. Specific services
provided to Veterans through this funding, either by contract counselors or VR&E
direct FTE will include the following: initial evaluations, case management, employ-
ment, and discrete services. Discrete services include specialized services for the
most seriously disabled such as life skills coaching, job coaching, independent living
assessment, and job site analysis.

B. What specific services would be provided through contractors?

Response. Services are procured from professional counselors in the community to
supplement services provided by VA staff. Services include vocational counseling
and testing, case management, and employment readiness and job placement assist-
ance.

C. What metrics would be used to gauge whether funds for contract services are
used effectively?

Response. Effectiveness of the use of FTE and contract resources is based on time-
liness of entitlement determinations and rehabilitation plan development, quality of
program services, and rehabilitation outcomes.

Question 2. The President’s budget request for FY 2011 allows for an increase of
over $7.3 million for personal services, yet reduces the Full Time Equivalents
(FTEs) by 9.

A. What is the average current workload of vocational rehabilitation counselors,
both VA full-time employees and contracted counselors?

Response. Currently, Vocational Rehabilitation counselors are assisting an aver-
age of 145 Veterans each. Contracted services are also utilized as necessary to sup-
plement VR&E staffing in cases when Veterans live in remote geographic regions
or where VA has staff turnover or workload growth due to deployments in certain
regions. The use of contractors allows VA to respond quickly to workload fluctua-
tions, ensuring services are provided in a timely and quality manner. Because con-
tractors hire a combination of staff and subcontractors and may provide services to
other customers, it is not possible to quantify the number of cases per contract pro-
vider. However, contracts limit vendors to no more than a 1:125 counselor to Vet-
eran ratio when serving Veterans in all phases of the program and to no more than
a 1:150 ratio when the contract counselor is providing only case management assist-
ance.

B. VA anticipates a 10% increase in actual VR&E workload; how will the Presi-
dent’s budget ensure that the best possible services are provided to these disabled
veterans given the current staffing levels?

Response. To ensure support is in place to serve new Veterans in the VR&E pro-
gram, the FY 2011 budget includes an increase of VR&E’s budget to allow an addi-
tional $8.4 million in funding that may be used to fund contracting support.

C. In light of the fact that Vocational Rehabilitation & Employment FTEs will be
reduced by 9 in between the FY 2010 estimate and the FY 2011 estimate, what ac-
counts for the increased funds for personal services?

Response. The FY 2011 FTE allocation for VR&E is 9 fewer than in FY 2010 as
a result of an adjustment in the overhead allocation of VBA management support
across all business lines. There is no reduction in VR&E direct program staffing for
2011. Personal services increases by $7.3 million to fund the budgeted pay raise, the
associated level of fringe benefits costs, e.g., health care, the government’s share of
employee retirement, and Thrift Savings contributions (which increase at rates
above the pay raise rate).

Question 3. Travel obligations for Vocational Rehabilitation & Employment in FY
2009 were $1.9 million. The FY 2011 request asks for $2.9 million.

A. The budget request for FY 2011 constitutes a 53% increase over FY 2009. How
many VA employees are anticipated to travel for their duties during FY 20117

Response. VRE’s FY 2011 travel request, at the time the budget was developed
(May 2009), was based upon the budgeted FY 2009 level of $2.78 million and in-
cluded a modest increase of approximately $105 thousand. FY 2009 actual expendi-
tures of $1.93 million, available after the completion of the budget, were approxi-
mately $850 thousand less than the budgeted level. While the comparison of FY
2011 to FY 2009 actuals (an atypically low year), in hindsight, seems a large per-
centage increase, the request is very consistent over the last several years. Due to
the nature of the VR&E program, all (approximately 874) professional and employ-
ment field staff will travel to some degree to provide direct services to Veterans and
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to participate in training activities. A total of approximately 53 Staff in central of-
fice will also travel to provide training and support to the field.

B. What is the average cost per employee for work-related travel?

Response. Of our 2011 staff of 1,289 we expect 927 (874 field staff and 53 central
office staff) to travel. Our total travel request for 2011 is $2.884M which averages
out to approximately $3,100 per person.

C. What portion of these additional funds will go toward training for vocational
rehabilitation counselors?

Response. Approximately 60 percent or more than $1.72 million of the travel
budget is for centralized counselor training. The remaining 40% is for program trav-
el, oversight, outreach and local training. Program travel in the field includes the
cost for counselors and employment coordinators to travel to provide direct services
to Veterans. Outreach includes travel to provide Disabled Transition Assistance Pro-
gram (DTAP) briefings, and targeted outreach at other venues such as Yellow Rib-
bon and Post Deployment Health Reassessment events. Central Office program trav-
el includes provision of oversight, initiatives and support to field offices.

HOUSING

Question 1. The budget request for Housing programs for FY 2011 includes $29
million for Other Services, including an Appraisal Management Service/Automated
Valuation Model, a workload measurement study, and an audit of property manage-
ment contractor, which is 67% more than the amount expended on Other Services
during FY 2009 ($17.4 million), and $5.4 million more than the FY 2010 current
estimate ($23.7 million).

A. What specific performance outcomes are anticipated with the purchase of an
Appraisal Management Service/Automated Valuation Model?

Response. Appraisal Management services, including Automated Valuation mod-
els, have become prevalent in the industry over the past 10 years. These services
and models support standardized operations and better management of financial de-
cisions in a cost-effective manner through the use of statistically valid and reliable
risk indicators. Similar to the industry, VA expects to transform its appraisal over-
sight operations through the purchase of this service. VA’s primary goal is to im-
prove the quality and efficiency of its appraisal oversight program. To achieve this
goal, VA expects to:

e Automate first-level reviews of appraisals using pre-defined business rules and
statistically valid and reliable risk indicators

e Shift from a random to a risk-based selection process to perform oversight ac-
tivities

e Maximize fraud prevention efforts through the automation of the appraisal re-
view process, as well as the application of national databases with up-to-date valu-
ations and statistically proven risk indicators

o Decrease travel costs for field reviews of appraisals and appraisers

e Standardize appraisal policies and processes across the nation

e Gain the ability to assign work so that it can be evenly distributed nationwide,
when geographic demands necessitate it

o Accelerate payments to appraiser panel

e Tailor training program to appraisers and lenders’ staff appraisal reviewers

These outcomes will greatly improve VA’s ability to estimate the collateral value
of VA’s portfolio and will reduce its corresponding financial portfolio risk. Since most
Veterans using the program do so because of the no-down payment feature, it is es-
pecially critical in protecting the government’s interests to have an accurate ap-
praisal of the property being secured with the VA guaranty. Additionally, these out-
comes will make the loan guaranty program more appealing to VA’s lending and
servicing industry partners and, in turn, Veteran borrowers.

B. How will performance measures be determined on the Appraisal Management
Service/Automated Valuation Model?

Response. VA plans to contract with a service provider to acquire the services of
an appraisal management system, including automated valuation models, in FY
2010. During this time, VA will work with the contractor to identify relevant, mean-
ingful performance measures by leveraging industry best practices. VA anticipates
being able to maximize many of the measures currently being used in the industry
since, similar to the conventional market, VA abides by the Appraisal Foundation’s
Uniform Standards of Professional Appraisal Practice (USPAP) in the completion of
its appraisals. Possible performance measures may include:

e Risk and fraud rate by appraiser, geographical area, and appraisal type
e Timeliness by appraiser, geographical area, and appraisal type
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e Appraiser error rates resulting from USPAP violations

o Bias rate (appraiser’s determined value compared to AVM’s projected value)
e Percentage of appraisals below/at/above contract price by appraiser

e Average appraiser fees by geographic area and appraisal type

C. How will the workload measurement study be used by the VA Home Loan pro-
gram to ensure the most efficient approval and oversight of home loan guarantees?

Response. Since the last workload measurement study in 2000, significant
changes in operational procedures have occurred as a result of legislative activity,
managerial or organizational decisions, and IT developments. Some of these changes
include the addition of the multiple-use provision and increased grant amounts to
the Specially Adapted Housing (SAH) program and the implementation of the Vet-
erans Affairs Loan Electronic Reporting Interface (VALERI) system.

Accurate information on the amount of time devoted to the work performed in ad-
ministration of Loan Guaranty benefits is necessary to evaluate performance in
terms of productivity and effectiveness. The data from the workload measurement
study will better enable Loan Guaranty to make successful management decisions
affecting staffing, organization, procedures, and technology in this environment.

Question 2. The Home Loan Guaranty program anticipates a decrease of almost
60,000 home loan guarantees from FY 2009 (323,812) to FY 2010 (267,900). This
amount is further decreased in the estimated FY 2011 workload, which indicates
that approximately 240,100 loans will be guaranteed.

A. In light of the anticipated reduction in overall participation in the program,
why are an additional 39 FTE requested during a time of decreased workload?

Response. The additional FTE are targeted for the Specially Adapted Housing
(SAH) program, which has experienced significant workload increases over the last
few years. As noted in the FY 2011 Budget, the number of SAH grant applications
received has increased from 3,159 in 2008 to 4,283 in 2009, and is expected to con-
tinue increasing in 2010 and 2011. The number of SAH grants approved has also
increased from 1,017 in 2008 to 1,270 in 2009, and is expected to continue increas-
ing to 1,512 in 2010 and 1,801 in 2011. These increases are largely due to recent
legislative changes to the SAH program, which made over 14,000 Veterans poten-
tially eligible to re-use their SAH grants. Recent legislation also expanded eligibility
criteria, increased grant amounts, and allowed for yearly adjustments of the grant
amount based on a cost-of-construction index. Because of these changes, it is more
important than ever that we regularly and aggressively reach out to these Veterans
to enlsgre they are aware of and take advantage of the benefits to which they are
entitled.

It is true that we anticipate a decrease in the total number of loans guaranteed
by VA between FY 2009 and FY 2011. However, this decrease will be due to an esti-
mated 79 percent reduction in refinance loans, and specifically, the volume of inter-
est-rate-reduction-refinance loans (IRRRLs). IRRRLs are refinances of previously
VA-guaranteed loans where borrowers are seeking to reduce their interest rate. VA’s
processing and oversight work required for loans of this type is significantly less
than what is required for purchase loans, since IRRRLs require neither full under-
writing nor an appraisal.

In contrast, purchase loans, which are the primary driver of VA’s loan oversight
workload, are expected to increase nearly 14 percent over the same time period.
VA’s increase in purchase loan volume will be largely due to a tightened lending
environment for home mortgages and the fact that the VA guaranteed loan program
is possibly the only no-down payment option remaining in the marketplace. VA bor-
rowers typically purchase homes in the $205,000 price range and have median lig-
uid assets of $6,800. As a result, for most of these Veterans, their only route to
home ownership is through a VA-guaranteed loan. These loans do require greater
scrutiny by VA employees to ensure appraisal, underwriting and credit guidelines
are followed, and that Veterans are charged appropriately for the costs associated
with obtaining and closing purchase loans.

As a result of the expected increase in VA-guaranteed loans used to purchase
homes as opposed to those used for refinance, it will not be feasible to reallocate
FTE from the loan origination portion of the program to serve those Veterans in
need of Specially Adapted Housing benefits.

Question 3. The FY 2010 budget request for the Housing Program Interagency
Motor Pool ($559,000) has almost doubled from $288,000 expended in FY 2009.

A. What constitutes the nature and purpose of this increase?

Response. The 2009 enacted budget contained $538,000 for Loan Guaranty’s
motor pool obligations. This amount was used as a basis for developing the 2011
request of $559,000. Actual expenditures for 2009 were considerably lower than an-
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ticipated. As a result, we will lower our 2011 anticipated obligations to $305,000
within this account.

COMPENSATION AND PENSION

Question 1. The fiscal year 2010 budget request from VA included a chart regard-
ing the workload and resource needs for the Compensation, Pension, and Burial pro-
grams. That chart included information on “Output per FTE.” A chart with similar
information had been included in previous budget requests. The fiscal year 2011
budget also includes that chart but does not include information on the “Output per
FTE.”

A. For fiscal year 2009, what was the level of output per FTE, including both per-
manent employees and employees hired with funds from the American Recovery and
Reinvestment Act?

Response. The total direct FTE in 2009 was 11,868, resulting in 977,219 rating-
related claims completed. The calculated output per FTE is 82.3. However, the 420
ARRA FTE only began coming on board in May 2009, and the net effect on produc-
tivity in 2009 was insignificant. Therefore, the effective output per permanent FTE
(exclusive of ARRA employees) was approximately 85.4.

B. For fiscal year 2010, what is the expected level of output per FTE, including
both permanent employees and employees hired with funds from the American Re-
covery and Reinvestment Act?

Response. In fiscal year 2010 the estimated output per Compensation and Pension
direct labor FTE is 78 processed claims.

C. For fiscal year 2011, what is the expected level of output per FTE?
Response. In fiscal year 2011 the estimated output per Compensation and Pension
direct labor FTE is 79 processed claims.

D. Is that information contained in the fiscal year 2011 budget request?

Response. While this category is not explicitly stated in the fiscal year 2011 budg-
et as it has been in previous budget requests, the expected level of output per FTE
can be derived by dividing ‘Production’ by ‘C&P Direct Labor FTE.” These categories
are included in the fiscal year 2011 budget request.

E. If not, please explain why that information was eliminated from this portion
of the budget request, while at the same time “Claims Completed Per FTE” was
added to the budget request with regard to education claims.

Response. The Compensation and Pension program direct labor FTE includes ad-
ministrative, public contact, fiduciary, managerial, and other employees assigned
non-rating workload such as pension maintenance and burial claims in addition to
those processing disability rating claims. VA has found that reporting an output per
FTE measure that attributes all direct FTE in the program to only a portion of the
Compensation and Pension workload is difficult to analyze and understand, and
therefore subject to misinterpretation.

Question 2. According to the fiscal year 2011 budget request, VA seeks funding
to retain over 1,800 employees hired with funds from the American Recovery and
Reinvestment Act and to hire more than 2,000 additional claims processing staff.
In a January 2010 report, the Government Accountability Office (GAO) made these
observations regarding VA’s recent hiring initiatives:

We have reported that adding staff has the potential to improve VA’s capacity to
complete more claims, but an infusion of a large number of new staff will also likely
pose human capital challenges for VA in the near term. VA has processed more
claims and appeals decisions annually since hiring the additional staff; however, as
it has acknowledged, individual staff productivity has decreased. Specifically, the
number of rating-related claims processed per staff person declined from 101 in fis-
cal year 2005 to 88 in fiscal year 2008.

A. What is a reasonable goal for rating-related claims processed per employee?

Response. VA is currently undergoing a metric study associated with rating-re-
lated claims processed based upon employee experience levels. One key factor being
analyzed is the average number of issues addressed for rating-related claims. We
expect this study to provide us with baseline information that will enable us to es-
tablish appropriate measures and goals for claims processing employees.

B. What impact would a massive hiring initiative during fiscal year 2011 have on
individual productivity?

Response. The gross production of claims will continue to increase; however, the
average individual productivity will decline while new employees undergo extensive
training. Training and experience will increase productivity and gross production.
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C. What specific steps would VA take during fiscal year 2011 to deal with the
“human capital challenges” posed by another hiring initiative?

Response. VBA’s training curriculum will be utilized as employees are hired in FY
2011. VBA will have appropriate facilities, staff, and other resources available for
training new hires and will maintain consistency with ongoing training programs
for existing employees.

VBA is actively assessing the availability of space to accommodate the additional
employees. A short-term solution will involve shift work in existing facilities until
additional space accommodations can be arranged.

D. What factors were considered by VA in deciding to seek large increases in em-
ployees in fiscal year 2011 rather than focusing on increasing productivity of the ex-
isting employees?

Response. VA anticipates continued growth in incoming disability claims. VBA ex-
perienced a 14.1 percent increase in 2009, and we project a 13.1 percent increase
in 2010 and 11.3 percent in 2011. Along with the addition of three new presumptive
conditions, VA determined that focusing on increasing productivity of existing em-
ployees alone would not be sufficient to keep up with the growing workload. By hir-
ing and training additional employees now, VA will have a stronger and more pro-
ductive workforce to offset the impact of the expected workload increases over the
next two fiscal years.

Question 3. Between fiscal year 2001 and fiscal year 2008 the year-end inventory
of pending rating-related claims never exceeded 400,000. According to the fiscal year
2011 budget request, the year-end inventory is now expected to increase by 68%
from fiscal year 2009 to 2010 (from 416,335 claims to 700,669 claims) and to in-
crease by 93% by the end of fiscal year 2011 (to 804,460 claims). On top of that,
the time it takes to process claims is expected to deteriorate by nearly 30 days (from
161 days in fiscal year 2009 to 190 days in fiscal year 2011). This is despite the
fact that staff has more than doubled since fiscal year 2005 and a 29% two-year in-
crease in claims processing staff is requested between fiscal year 2009 and 2011.

A;) What metrics are used to determine whether these infusions of staff are effec-
tive?

Response. While VBA uses a combination of workload management indicators to
gauge performance, we will closely monitor rating quality, inventory, and completed
claims to determine the effectiveness of our recent hiring initiatives.

VBA continues to experience a significant increase in new claims requiring rating
decisions, which adds to the high volume in the pending rating inventory. The in-
creased staffing has led to increased organizational productivity. VBA aggressively
hired across the Nation, adding nearly 4,200 new permanent employees between
January 2007 and September 2009. Additionally, VBA hired 2,000 employees under
the American Recovery and Reinvestment Act of 2009, many on temporary appoint-
ments.

Disability claims received have increased from 838,141 in FY 2007 to 1,013,712
in FY 2009, an increase of 20 percent. At the same time, the number of claims com-
pleted has continued to rise. In FY 2009, VBA completed 977,219 claims, an 18 per-
cent increase in productivity over the 824,844 claims completed in 2007.

B. What indicators would lead VA to determine that further staffing increases
should be put on hold?

Response. Given the dramatic increases in projected workload as well as the deci-
sion to add three new presumptive conditions for Vietnam Veterans exposed to
Agent Orange, VA does not believe that further staffing increases should be put on
hold. At the same time, we recognize that infusion of additional staffing alone is not
the solution to fixing disability claims processing. Our business transformation ini-
tiative therefore includes policy and process changes, as well as new technologies,
to address the claims workload.

We will closely monitor rating quality, inventory, and completed claims to deter-
mine the need for additional hiring and the overall effectiveness of our business
transformation initiative.

C. Do these trends suggest that a new approach is needed now?

Response. Such dramatic increases in workload will require VBA to employ inno-
vative measures to be successful in meeting Veterans’ needs. VBA is actively en-
gaged with industry leaders to explore process and policy simplification and tech-
nology initiatives as elements of an overall business transformation strategy ad-
dressing the growing inventory of claims. The Veterans Benefits Management Sys-
tem (VBMS) initiative is a large-scale effort to develop an IT solution that is built
on a scalable, agile architecture. Coupled with VBA’s business transformation strat-
egy, the VBMS initiative will enable our organization to reach its goal of a benefits
delivery model that provides world-class service to our Nation’s Veterans.
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Question 4. According to the January 2010 GAO report, VA has reported that
some declines in productivity have been due to “new staff who have not yet become
fully proficient at processing claims and to the loss of experienced staff due to retire-
ments.”

A In (f)'lscal years 2010 and 2011, how many claims processing staff are expected
to retire?

Response. Approximately 21 percent of the claims processing staff (2,300 claims
processors) are eligible to retire. In another year, an additional 1,700 claim proc-
essors will be eligible to retire. However, our recent experience is that only 25 per-
cent of those eligible to retire actually retire in a given year.

B. What is the current overall attrition rate for claims processing staff?

Response. From FY 2005 through FY 2009, the attrition rate for VBA claims ex-
aminers (i.e., personnel in job categories of Veterans Service Representative [VSR]
and Rating Veterans Service Representative [RVSR]) was approximately 10 percent
per year.

C. Since large-scale hiring began in 2007, what has been the attrition rate with
regard to newly hired staff?

Response. VBA conducted a review of the attrition rates of probationary employ-
ees in the VSR and RVSR job categories in February 2009 for employees hired in
FY 2007 through February 2009.

FY 2007
e 1,367 claims processors hired
e 12 (1%) terminated
® 49 (3.6%) resigned
FY 2008
e 1,785 claims processors hired
e 37 (2%) terminated
e 110 (6%) resigned
FY 2009 (through February)
e 327 claims processors hired
® 5 (1.5%) terminated
e 6 (1.8%) resigned
VBA strives to recruit and select candidates for claims processor positions that
meet the experience, knowledge, skill, and ability requirements necessary to suc-
cessfully perform in these positions. Claims processing is a complex process, and the
type of work involved is not a good fit for every candidate selected. The Department
makes every effort to provide probationary employees with the opportunity to de-
velop and demonstrate their proficiency.

D. Of the employees hired since 2007, how many have completed initial training
and how many have remained with VA until they have become fully proficient?

Response. VBA hired 6,423 Veterans Service Representatives (VSRs) and Rating
Veterans Service Representatives (RVSRs) between FY 2007 and FY 2009. Of the
employees hired since 2007, 842 no longer worked for VBA after FY 2009 for rea-
sons such as retirement, termination, and transfer. VBA considers VSR and RVSR
employees initially trained and fully proficient based on 24 or more months of expe-
rience. Of the employees that continued to work for VBA, 2,355 had 24 or more
n;onths of experience, and 3,226 did not have 24 months of experience at the end
of FY 2009.

E. For fiscal year 2011, please provide a breakdown of how many claims proc-
essing staff are expected to have 0 to 6 months of experience, 6 to 12 months of
experience, 12 to 18 months of experience, 18 to 24 months of experience, and more
than 24 months of experience.

Response. As of November 21, 2009, the experience levels of VBA claims proc-
essors were:

e 4916 VSRs on board:
i. 0-6 months experience = 380
ii. 7-12 months experience = 442
iii. 13-18 months experience = 713
iv. 19—24 months experience = 640
v. 24+ months experience = 2,741

e 2,288 RVSRs on board:
i. 0—-6 months experience = 156
ii. 7-12 months experience = 298
iii. 13-18 months experience = 245
iv. 19—24 months experience = 283
v. 24+ months experience = 1,306



33

Based on the 10% attrition rate per year, VBA anticipates turnover of approxi-
mately 490 VSRs and 220 RVSRs positions. These claims processors would have
varying levels of experience depending on when hired, but all less than 12 months
in FY 2011. Direct compensation FTE will increase from approximately 10,700 in
FY 2009 to 14,100 in FY 2011. These 3,400 employees will also have varying levels
of experience depending on when they are hired.

Question 5. In 2001, a task force chaired by Admiral Daniel Cooper recommended
that VA allocate employees “to those Regional Offices that have consistently dem-
onstrated high levels of quality and productivity in relation to workload and staffing
levels.”

A. If the fiscal year 2011 budget request is adopted, would additional staff be allo-
cated predominantly to offices that have consistently performed well?

Response. VBA continues to consider consistent high performance in allocating
staffing to regional offices, as well as factors such as support for special missions,
participation in pilots and initiatives, and physical space limitations. VBA also em-
ploys a “brokering” strategy, which balances the workload by sending cases from re-
gional offices with high inventories to regional offices and resource centers with ad-
ditional processing capacity.

B. Over the past five years, which regional offices have consistently performed
well and which have consistently underperformed?

Response. Performance is evaluated against both national and individual targets
that are established at the beginning of each fiscal year. Regional office performance
varies as a result of a number of factors including workforce experience, local eco-
nomic and employment environment, high cost of living, and staff turnover. Re-
gional offices that consistently perform well are in areas where VA is an employer
of choice, and we are therefore able to recruit and retain high-performing employees.
Regional offices that have difficulties in meeting performance targets are predomi-
nantly in high-cost metropolitan areas with high employee turnover.

C. What steps will be taken to deal with offices that consistently underperform?

Response. VBA aggressively monitors regional office performance and develops
specific action plans to improve identified problem areas. Oversight is provided
through site visits conducted by both the Compensation and Pension Service and the
Area Directors. Regional office directors are held accountable for performance
though annual performance evaluations. Special missions such as the processing of
Benefits Delivery at Discharge and Quick Start claims are assigned to regional of-
fices that consistently perform well, creating growth opportunities for offices that
have proven the ability to handle additional workload.

Question 6. In the fiscal year 2010 budget request, which was submitted to Con-
gress in May 2009, VA estimated that, with the temporary staff hired with funds
from the American Recovery and Reinvestment Act, the “increase in production in
2010 is expected to be 10,000 cases.” Then, in its FY 2009 Performance and Ac-
countability Report, which was submitted to Congress in November 2009, VA esti-
mated that those temporary employees “increase[(d] by 10,000 the number of com-
pensation and pension (C&P) claims processed per month” (emphasis added).

A. Please clarify the expected increase in productivity per month and in total dur-
ing fiscal year 2010 as a result of employees hired with funds from the American
Recovery and Reinvestment Act.

Response. VBA estimated in its May 2009 ARRA program-specific plan that
10,000 more claims will be processed in FY 2010 as a result of hiring 1,500 claims
processors under the American Recovery and Reinvestment Act of 2009. The state-
ment in the FY 2009 Performance and Accountability Report regarding the increase
of 10,000 claims per month is misquoted from our original productivity estimate.
Our best estimate of increased rating-related productivity as a result of the ARRA
hires continues to be a total of 10,000 claims over the course of the fiscal year.

B. What is the estimated cost per additional case that will be processed by the
employees hired with funds from the American Recovery and Reinvestment Act?

Response. The additional cost per claim is approximately $12,300, when consid-
ering an additional 10,000 cases expected to be processed and the $123 million car-
ried over into FY 2010 for this program. ARRA hires were trained to complete less
complex claims processing and support activities, removing these administrative du-
ties from experienced claims processors who now focus on more difficult claims and
increased productivity.

Question 7. For many years, experts have stressed the need to modernize the VA
disability compensation system, by taking such steps as updating the VA Disability
Rating Schedule. According to VA’s FY 2009 Performance and Accountability Re-
port, “VA will contract an ongoing review of the VA Schedule for Rating Disabilities
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beginning in 2010.” Also, in a recent response to my questions, VA indicated that
“lals part of the ongoing effort to update at least one to two body systems per year,
VA developed a Project Management Plan.” In addition, that response indicates that
“[s]leven additional medical officers and a psychologist will be hired in the future”
to support the effort to modernize the Rating Schedule.

A. Has a contract been entered into for the purpose of conducting an ongoing re-
view of the Rating Schedule?
Response. No; a draft Statement of Work is currently under review at VBA.

B. How much does VA anticipate spending on this review in fiscal year 20107
Response. VA anticipates spending $750,000 in FY 2010.

C. How much does VA anticipate spending on this review in fiscal year 20117
Response. VA anticipates spending $750,000 in FY 2011.

D. Please provide a copy of the Project Management Plan and any other informa-
tion about what milestones have been set for fiscal years 2010 and 2011 in terms
of updates to the Rating Schedule.

Response. The Project Management Plan is currently under development and will
be submitted to Congress as soon as completed.

E. When will the additional seven employees be hired?
Response. VBA plans to hire the 7 FTE in FY 2010.

F. In total, how much funding from the fiscal year 2011 budget would be dedi-
cated to updating the VA disability rating schedule?

Response. VBA plans to dedicate $2.2 million (includes FTE) in FY 2011 to update
the rating schedule.

G. Does the fiscal year 2011 budget request contain sufficient funding for all em-
ployees, contracts, and other expenses necessary to keep the Rating Schedule up to
date?

Response. Yes, we believe the FY 2011 budget contains sufficient funding.

Question 8. At a Senate Committee on Veterans’ Affairs hearing in September
2009, the Committee discussed a report prepared by Economic Systems, Inc., enti-
tled “A Study of Compensation Payments for Service-Connected Disabilities,” which
in part discussed options for compensating veterans for loss of quality of life caused
by their service-related injuries. The Under Secretary for Benefits at that time indi-
cated that further study would be necessary before moving forward with most of the
options in that report. After that, I sent questions to VA asking what additional
studies would be needed to move forward with compensating veterans for loss of
quality of life, whether VA has sufficient funding to conduct the necessary studies,
and when VA would move forward with those studies. VA recently provided this re-
sponse:

The Advisory Committee on Disability Compensation is currently reviewing
and analyzing potential models for compensating for Quality of Life (QOL)
loss * * * Due to the on-going work of the Advisory Committee on Dis-
ability Compensation, VA does not believe that additional studies to create
a separate system to compensate for [quality of life] loss should be consid-
ered at this time. There are existing benefits within VA’s current benefits
package that implicitly address the [quality of life] of Veterans * * *. For
example, one such benefit that provides Veterans with payments over and
above the benefits amounts computed from the [Rating Schedule] is Special
Monthly Compensation.

A. Does VA agree that the VA disability system should finally be updated to com-
pensate for lost quality of life, as recommended by numerous experts over the past
five decades, including the Veterans’ Disability Benefits Commission, the Dole-
Shalala Commission, and the President’s Commission on Veterans’ Pensions?

Response. VA believes there is a statutory framework in place for providing com-
pensation based on non-economic loss. This framework is codified at title 38, U.S.C.
§ 1114, and provides special monthly compensation that is not linked to average loss
in earnings capacity. As such, VA believes there is already a mechanism in place
for additional non-wage-related compensation. However, VA is looking to the Advi-
sory Committee on Disability Compensation for input regarding areas where addi-
tional non-wage-related compensation may be in order. We do not believe that fun-
damental change in the wage-related component of VA’s disability compensation
program is advisable given the inherent difficulty in defining overall quality of life
across the spectrum of disabilities and individuals.

B. Does VA agree that, particularly for mental impairments, the current system

of special monthly compensation does not adequately compensate for loss of quality
of life?
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Response. Veterans with service-connected mental disorders of such severity as to
require assistance in performing activities of daily living may receive special month-
ly compensation under the current statutory framework. The Advisory Committee
on Disability Compensation is looking at that framework to determine if there are
other outcomes associated with mental disorders that should receive the benefit of
special monthly compensation.

C. What does VA view as a reasonable timeline for the Advisory Committee to
complete its work on quality of life issues?

Response. The Committee is required by statute to provide a report to the Sec-
retary no later than October 31, 2010, and not less frequently than two years there-
after. Given the inherent difficulties associated with defining quality of life across
the spectrum of disabilities and individuals, VA believes that the Committee should
have a section in that report concerning preliminary findings with respect to quality
of life compensation.

D. What steps will VA take to ensure that the Advisory Committee’s work is com-
pleted in a timely manner, and who specifically at VA will be charged with moni-
toring the progress of the Advisory Committee?

Response. VA’s Compensation and Pension Service provides direct support to ac-
tivities of the Advisory Committee. As such, the Director, C&P Service, has respon-
sibility for ensuring that the Advisory Committee is meeting its charge as outlined
in their charter.

E. What resources will VA make available to the Advisory Committee to assist
with its efforts?

Response. VA provides a minimum of two FTE to support the activities of the
Committee while the Committee meets. In addition, VA provides the Committee
with information and meets with the Committee as requested.

F. Once the Advisory Committee provides its recommendations regarding quality
of life, will VA make it a priority to implement all appropriate changes, including
providing proposed legislation to Congress if appropriate?

Response. VA will make it a priority to implement recommendations of the Advi-
sory Committee on quality of life, provided those recommendations are appropriate
and consistent with the Administration’s position on this issue. A legislative pro-
posal would be developed if necessary to implement any recommendations.

Question 9. In the portion of the budget request regarding the Compensation, Pen-
sions, and Burial programs, it is noted that “increased funding for contract medical
examinations” is being requested.

A. Hq)w much funding in total will be used in fiscal year 2011 for contract exami-
nations?

Response. In FY 2011, VBA contract exams are estimated to cost approximately
$189.1 million, including $169.1 million in mandatory funding and $20 million in
discretionary funding.

B. Please describe VA’s policy for reimbursing contract examination providers and
the extent to which reimbursement is based on the payment system used by Medi-
care to reimburse health care providers for treatment.

Response. VA does not reimburse the examiners. VA contracts with a primary
contractor, and the primary contractor then enters into separate subcontracts with
examination providers. The prime contract with VA is a fixed price contract.

C. Please explain why VA believes the system used by Medicare to reimburse
health care providers for treatment should also be used to reimburse contractors for
VA compensation and pension examinations that are not being conducted for pur-
poses of treatment.

Response. The actual examination is billed according to a negotiated contract
price between VA and the prime contractor, not VA and the subcontracted provider.
VA only uses the Medicare rates as a basis for billing of diagnostic testing and pro-
cedures (such as x-rays), which are billed according the current procedural termi-
nology code assigned to each test. A fixed-rate for tests is in VA’s best interest fi-
nancially. The Medicare rate is issued by the Federal Government, which has al-
ready determined the rates for tests and procedures to be fair and reasonable ac-
cording to the region of the country.

D. Is VA aware of any inconveniences or frustrations this practice has caused for
veterans? For example, if a veteran who requires a hearing test has ears that need
to first be cleaned and drained, is it possible the veteran would be required to make
two separate appointments with the contractor because the Medicare system would
not allow reimbursement for cleaning and testing on the same day?

Response. In cases where a test or procedure would require initial or additional
work, the contract is amended so the prime contractor is allowed to bill VA for the
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additional labor and preparatory work. This type of amendment allows for the tests
and procedures to be completed the same day so the Veteran will not have to re-
schedule the appointment.

E. Is VA aware of any complications or frustrations this reimbursement practice
has caused for contractors?

Response. There have not been any complications identified by the contractor that
have caused a delay in services to Veterans related to the reimbursement practices
under the contracts.

F. Has VA examined whether an alternative method of compensating contract ex-
amination providers, such as using a firm fixed price, could lead to better customer
service and efficiency?

Response. The contracts currently are firm-fixed price for the examination costs.
The only portions that are not firm-fixed price are the diagnostic tests, which are
based on Medicare rates.

G. Is VA aware of other Federal agencies that use a firm fixed price to reimburse
contract examinations?

Response. VA is not aware of any other Federal agency that uses a firm-fixed
price to reimburse contract examinations.

Question 10. In addition to processing claims in a timely manner, it is essential
that decisions are accurate in order to avoid delays and frustrations for veterans
and their families.

A. In fiscal year 2011, what level of funding will be dedicated to the Systematic
Technical Accuracy Review (STAR) program?

Response. The Systematic Technical Accuracy Review (STAR) program is a compo-
nent of VBA’s national quality assurance program that assesses the accuracy of dis-
ability benefit determinations. This national quality assurance program is adminis-
tered by VBA’s C&P Service. The FY 2011 allowance for administering this program
is 52 FTE. This represents an increase in staff of 42 percent since FY 2007.

B. How many full-time employees would be dedicated to that program in fiscal
year 2011 and how many cases would be reviewed?

Response. As mentioned above 52 FTE will be dedicated to the STAR program in
FY 2011.

C. Will the number of cases reviewed by the STAR program be increased further
as the level of claims VA is receiving per year increases?

Response. The increase to VBA’s Quality Assurance Program staff has enabled in-
creased sampling, consistency reviews, and special focused reviews in support of the
national quality assurance program. The Quality Assurance staff is targeted to com-
plete 48,919 reviews for FY 2011. This is an increase of 30,562 reviews from FY
2007.

The current level of review is sufficient to provide a 95% level of confidence with
a 5% margin of error. While VA does not intend to increase the sampling, we are
considering additional more focused reviews. We are also looking forward to the In-
stitute for Defense Analyses review of the quality assurance program as mandated
by Pub. L. 110-389, The Veterans’ Benefits Improvement Act of 2008, to inform of
us of areas to improve our national quality assurance program.

D. What steps would VA take to ensure that quality of decisionmaking is not neg-
atively affected by an influx of inexperienced claims processing staff?

Response. In addition to training and coaching received at the regional offices, VA
is taking steps to ensure the quality of claims processing staff through a comprehen-
sive national training program. This training program includes pre-requisite, cen-
tralized, and home station training phases. The integration of a national training
program has resulted in standardized training modules for all phases of claims proc-
essing. Additionally, the VA has created training modules for recurring training for
journey level claim processors.

Question 11. In light of the Secretary’s decision to create presumptions of service
connection for three additional disabilities, VA is requesting a supplemental fiscal
year 2010 appropriation of $13.4 billion to pay for additional disability benefits, in-
cluding an estimated 86,000 retroactive awards based on the Nehmer litigation.

A. Please provide an overview of what the Nehmer litigation requires.

Response. Nehmer is a long-standing class action (originated in 1986) on behalf
of all Veterans eligible to claim VA disability compensation based on alleged expo-
sure to herbicides during military service in Vietnam. In 1989, the U.S. District
Court for the Northern District of California (District Court) invalidated the 1985
VA regulation governing claims based on herbicide exposure. Under Nehmer, VA
must readjudicate previously denied claims for newly added herbicide-related pre-
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sumptive diseases filed by Nehmer class members (generally Vietnam Veterans and
their survivors) and provide retroactive benefits from the date of the prior claim to
such individual pursuant to 38 C.F.R. § 3.816. This requirement involves claims filed
or denied during the period from September 25, 1985, to the effective date of the
VA’s final regulation establishing a presumption of service connection for the dis-
ease(s) claimed.

B. How are retroactive Nehmer awards calculated? For example, are staged rat-
ings assigned?

Response. Retroactive benefits under Nehimer are calculated based primarily upon
the 1991 Stipulation and Order requirements providing for the readjudication of
Nehmer claims, a 2001 Stipulation and Order setting forth a timetable for promptly
paying Nehmer class members retroactive benefits, and VA’s corresponding Nehmer
regulation at 38 CFR §3.816. The regulation sets forth a process for payment of
benefit claims under the Nehmer court orders. Pursuant to the effective date provi-
sions contained in 38 CFR § 3.816(c), benefits are generally paid retroactive from the
date VA received the original service connection claim for the presumptive disease.
Death benefit claims are handled in a similar fashion. In cases where the disability
increases or decreases, staged ratings may be assigned.

C. If a veteran covered by Nehmer is deceased, who would receive the retroactive
award and how would VA determine what disability rating to assign?

Response. VA’s Nehmer regulation at 38 CFR 3.816(f)(1) states that if a Nehmer
beneficiary is deceased, payment will be made to the first individual or entity that
is in existence at the time of payment, in the following order of priority: (1) spouse,
(2) children, (3) parents, and (4) estate. Thus, if there is no immediate survivor in
categories (1)-(3), VA must pay the estate if there is an estate in existence. Pay-
ments made to estates can result in relatives further removed than those in cat-
egories (1)-(3) receiving the retroactive benefits. The requirement to pay estates,
notwithstanding the accrued benefits limitations in 38 U.S.C. Sec. 5121(a)(2), is
based on judicial decisions in NeAmer mandating such payments.

D. How long will it take to process those 86,000 retroactive awards?

Response. VA currently cannot estimate how long it will take to readjudicate
these claims. Nehmer claims are more complex than other claims, and generally re-
quire analysis of VA records that span several decades. VBA is therefore taking ac-
tion to prepare for adjudication of these claims as soon as the new regulation be-
comes effective. A training guide and schedule have been completed and are ready
for field distribution. The Nehmer cases will be adjudicated by 13 VA resource cen-
ters. Training for personnel assigned to the resource centers began May 3, 2010, in
Nashville. Upon completion of training, the resource centers will begin development
of the claims. VBA completed a records match with VHA to identify Veterans who
received treatment for the three new presumptives and therefore reduced the need
for VA examinations. In addition, VBA has prepared a pre-printed medical exam
template for Veterans to take to their primary care physician. These templates will
allow VA to expedite rating decisions based on these records without requiring a VA
medical examination.

E. Which VA offices will handle those 86,000 awards and how will that work be
prioritized?

Response. VBA currently plans on using 13 Resource Centers to consolidate all
Nehmer claims. The priority of processing Nehmer claims is under development.
VBA is seeking every avenue available to determine which claims will require the
most development, the least development, or possibly no development to facilitate
the prioritization of this workload.

F. Has VA put out any guidance on how to adjudicate those claims? If so, please
provide a copy.

Response. As previously stated, VBA’s action plan for readjudicating these claims
is still under development. Once complete, and upon final promulgation of VA’s
amended regulation adding the three new disabilities to the list of other diseases
presumptively related to herbicides, VBA will provide a copy of its action plan. In
the interim, VBA provided guidance, whether or not Nehimer applies, on handling
claims for the new presumptive disabilities prior to implementation of a final regu-
lation. That guidance is contained in Compensation and Pension Service Fast Letter
09-50, dated November 19, 2009.

Question 12. Since 2003, cases remanded by the Board of Veterans’ Appeals have
been handled at a centralized entity called the Appeals Management Center. In re-
cent years, before a leadership change at the Appeals Management Center, veterans’
organizations and others had been highly critical of this entity.
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A. What level of funding is requested for the Appeals Management Center in fis-
cal year 20117

Response. Funding for the AMC is included in the Compensation and Pension
(C&P) FY 2011 budget request. Resources are determined and allocated to the AMC,
as appropriate, in the execution year. In FY 2009, the AMC obligated $11.2 million
in payroll and $1.2 million in non-payroll expenses.

B. How many employees will that level of funding support?

Response. The Appeals Management Center has an assigned staffing level of 200
full-time employees for FY 2010. Funding allocations for FY 2011 will be determined
in the execution year.

C. What were the key performance outcomes for the Appeals Management Center
in fiscal year 2009 (such as timeliness and accuracy) and what are the expected per-
formance outcomes for fiscal years 2010 and 20117

Response. During FY 2009, the Appeals Management Center (AMC) completed
15,396 appeals, the highest production since its establishment in 2003. Actual per-
formance exceeded the AMC’s production target of 12,000 appeals.

By focusing on the oldest appeals, the AMC reduced the average age of its pend-
ing inventory from 373 days to 291 days (22 percent reduction) during FY 2009.
Processing time increased as a result of this focus. At the beginning of FY 2009,
the average number of days to complete an appeal was 437 days. This measure
peaked at 578 days in May 2009, but fell to 477 days by the end of FY 2009.

D. How many remands is the Appeals Management Center expected to receive in
fiscal year 2011 and how many remands are expected to be completed?
Response. Estimates for fiscal year 2011 have not been determined.

E. With the requested level of funding, will the Appeals Management Center re-
duce its backlog of pending cases?

Response. The AMC was authorized to hire an additional 50 employees in FY
2010, increasing its staffing from 150 to 200 full-time employees. As these employ-
ees complete their training and gain work experience, the AMC anticipates in-
creased production, with a resulting decrease in inventory.

F. Does the fiscal year 2011 budget request outline the resource requirements and
performance of the Appeals Management Center? If not, will that information be in-
cluded in future budget requests?

Response. The FY 2011 budget does not contain a specific line item for the Ap-
peals Management Center (AMC). Resources and funding will be determined and al-
located to the AMC in the execution year. VA does not plan to add facility-level re-
source requirements or performance to the budget request.

G. What factors should be considered in determining whether to continue or dis-
band this entity?

Response. The AMC was established to process appeals remanded from the Board
of Veterans’ Appeals (BVA). Processing remands is the AMC’s sole mission. All staff
members receive specialized training and are dedicated to processing these complex
claims. One of the primary reasons for locating the AMC in Washington, DC was
to maintain a close physical proximity to BVA, which has improved communications
and facilitated the identification and resolution of issues. The specialized mission of
the AMC ensures that trained resources remain directed toward completing these
complex cases.

Question 13. In recent years, VA has increased its practice of brokering claims be-
tween regional offices. However, GAO recently reported that VA “has not collected
data to evaluate the effect of this practice.”

A. How many cases does VA expect to broker during fiscal years 2010 and 2011?

Response. During the first quarter of FY 2010, 6,143 claims were brokered be-
tween VBA regional offices. If annualized, VBA projects to broker 24,572 rating-re-
lated claims between regional offices in FY 2010. We also expect to send approxi-
mately 105,000 rating-related claims to VBA’s nine resource centers for completion
in FY 2010. In total, VBA projects to broker approximately 130,000 disability
claims. Estimates for FY 2011 have not been developed.

B. How much does VA expect to spend in fiscal year 2010 and fiscal year 2011
on shipping brokered cases between offices?

Response. VBA is unable to provide this information, as we do not separate ship-
ping costs associated with brokering from the regional offices’ overall FedEx alloca-
tion.

C. To what extent would brokering cases be expected to reduce delays in providing
veterans with decisions or increase the accuracy of decisions?
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Response. The brokering strategy is designed to move work from offices experi-
encing workload and/or performance challenges to national resource centers and
other offices with productive capacity. Brokering plans identify and leverage produc-
tive capacity to support offices where workload assistance is most needed. Regional
offices experiencing the greatest workload challenges are assisted in regaining a
more manageable workload balance.

D. What metrics are in place to gauge the effectiveness of brokering?

Response. Brokering effectiveness is measured through VBA Resource Center Per-
formance Standards. Production and timeliness are measured locally by brokered
sites, and monitored by VBA’s area directors. Accuracy is measured both internally
?St’lpg%ering sites as well as nationally through Systemic Technical Accuracy Review

Question 14. According to the fiscal year 2011 budget request, VA’s fiduciary pro-
gram currently supervises over 104,000 incompetent beneficiaries and the program
“continues to grow.

A. In total, what level of funding would be used to support the fiduciary program
duri(r)lg fiscal year 2011 and how many employees would that level of funding sup-
port?

Response. The Fiduciary program level of funding is estimated to be $36 million.
This supports the salary and benefits of 475 FTE, notable programs such as the
Accuity Asset Verification System, and planned conferences. Accuity Asset
Verification System is a secure web-based network that automates the processing
of financial asset verification requests for funds on deposit at financial institutions.
Training conferences are planned with key staff in FY 2010. These conferences and
?n-iite training will significantly enhance oversight and protection of beneficiaries’
unds

B. With this level of funding, what size caseloads would individual fiduciary pro-
gram employees carry?

Response. A standard caseload is not used across all regional offices for fiduciary
activities. Caseload is based on density of population, distance traveled to reach a
beneficiary, and the experience of the employee. For example, greater caseload can
be assigned in a metropolitan area because reduced travel time allows more time
for employees to complete fiduciary activities.

C. Will the Western Area Fiduciary Hub be continued during fiscal year 2011?
If so, what impact is that expected to have on the quality of fiduciary work?

Response. The Western Area Fiduciary Hub will continue in FY 2011. The West-
ern Area Fiduciary Hub is fully expected to meet or exceed the 90 percent accuracy
rate provided in the budget submission.

Question 15. According to the budget request, a total of 2,543 examinations and
1,194 ratings had been completed through the Disability Evaluation System (DES)
Pilot process as of September 30, 2009.

A. How much in total has VA expended with regard to the DES Pilot?

Response. The joint VA/DOD Disability Evaluation System (DES) Pilot program
is currently operational at 26 locations, with site 27 entering the Pilot on March
31, 2010. VBA spent approximately $11.6 million in 2009, which included payroll
and benefits for 106 FTE, contract medical exams, travel, FedEx charges, and space
requirements.

VA and the Department of Defense (DOD) are currently developing plans to insti-
tute the DES Pilot model as the normal DES process for the military services.

B. How much does VA intend to expend during fiscal years 2010 and 2011 on the
DES Pilot?

Response. VBA estimates $18.5 million and $28.4 million will be spent in 2010
and 2011, respectively. These funds will be used for payroll and benefits for 181
FTE in 2010 and 285 FTE in 2011, contract medical exams, travel, FedEx charges,
and space requirements. Additional discretionary funds of approximately $70 thou-
sand will be used in 2010 for travel, shipping, and other miscellaneous expenses.
One-time startup costs such as space and IT infrastructure are estimated to cost
$5.4 million as the pilot expands. Mandatory funding for contract examinations is
estimated to be $6.7 million in 2010 and $20.3 million in 2011. Examination costs
for VHA are estimated to be $3.5 million in 2010 and $4.0 million in 2011, with
thg assumption that a cost-sharing agreement will be in place between VA and
DOD.

C. How many servicemembers are expected to complete the DES Pilot during fis-
cal year 20117

Response. In 2011 we expect approximately 14,800 new entrants to the DES pilot,
although not all will actually complete the process during the same year.
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D. Please provide any customer satisfaction data that has been collected regarding
the satisfaction levels with the Pilot process compared to satisfaction levels with the
traditional process.

Response. The Defense Manpower Data Center (DMDC) is conducting customer
satisfaction surveys for the Department of Defense. Through January 31, 2010,
4,098 surveys were completed by servicemembers going through various stages of
the DES Pilot process, and 3,309 servicemembers going through various stages of
the legacy DES process. 76 percent of DES Pilot members were satisfied with the
medical care, case management and the general DES process. In comparison, 70
percent reported satisfaction with the legacy DES process. Across DOD, 82 percent
of DES Pilot members were satisfied with the fairness of the process. In comparison,
67 percent reported satisfaction with fairness of the legacy DES process.

E. What metrics will be used to determine whether the DES Pilot process is suc-
cessful?

Response. Three metrics have been established to determine the DES Pilot suc-
cess:

1. Percent of military members participating in a single disability evaluation/tran-
sition medical exam to determine fitness for duty and disability rating.

2. Average time for wounded, ill, or injured (WII) servicemembers to complete the
joint DOD/VA disability evaluation system (DES).

3. Average time after separation/retirement for wounded, ill, or injured (WII) par-
ticipants in the joint DOD/VA disability evaluation system (DES) to receive a VA
benefits notification letter.

Question 16. The budget request for Compensation, Pension, and Burial programs
for fiscal year 2011 includes $38.2 million for travel, which is 126% higher than the
amount expended on travel during fiscal year 2009 ($16.9 million), 108% higher
than the amount requested for fiscal year 2010 ($18.3 million), and 91% higher than
the amount now expected to be expended on travel during fiscal year 2010 ($20 mil-
lion). According to the budget request, “[ilncreased travel funds are required for new
employee Challenge training.”

A. How many employees attended Challenge training during fiscal year 2009 and
how many are expected to attend Challenge training during fiscal years 2010 and
2011?

Response. In FY 2009, 1,161 employees completed Challenge training. In FY 2010,
approximately 1,500 and in FY 2011, approximately 3,610 employees will complete
Challenge training.

B. What portion of the $38 million will be used for travel to Challenge training?
Response. Approximately $22 million will be used for Challenge training in 2011.

C. What accounts for any remaining portion of the $38 million?
Response. The remaining portion is for the base (core) program travel.

D. What is the average travel cost per employee who attends Challenge training?

Response. For three weeks of training, the cost is estimated to be approximately
$6,000 per employee.

E. Has VA considered any less expensive alternatives to providing necessary
training?

Response. VA considered less expensive alternatives to providing necessary train-
ing and implemented training with the best balance of cost and quality. Nearly
three weeks of home-station training is completed using standardized lesson mate-
rials and computer-based training before Challenge participants travel. Home-sta-
tion follow-on training continues after centralized Challenge Training, utilizing ad-
ditional standardized lessons and computer-based training.

Question 17. The budget request for Compensation, Pension, and Burial programs
for fiscal year 2011 includes $340 million for Other Services, which is 40% higher
than the amount expended during fiscal year 2009 on Other Services ($242 million),
22% higher than the amount requested for fiscal year 2010 ($277 million), and 9%
higher than the amount now expected to be expended during fiscal year 2010 ($309
million). According to the budget request, “[t]he increase to other services supports
the [Veterans Benefits Management System] Initiative and increased funding for
contract medical examinations.” Please provide an itemized list of what expendi-
tures would be made with this level of funding.

Response. Increases from 2010 to 2011 to support the Veterans Benefits Manage-
ment System (VBMS) and contract medical exams follow:

VBMS—An increase is required due to increased scanning and related services
needed for VBMS pilot activities and additional technical, analytical, and engineer-
ing support provided by MITRE.
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Contract Medical Exams—An increase is required due to the anticipated 6 percent
increase in price due to inflation and increased Medicare rates, as well as an antici-
pated 12 percent increase in the quantity of exams.

Question 18. The budget request for Compensation, Pension, and Burial programs
for fiscal year 2011 includes $32.5 million for Supplies and Materials, which is 200%
higher than the amount expended during fiscal year 2009 ($10.9 million), 168%
higher than the amount requested for fiscal year 2010 ($12.2 million), and 145%
higher than the amount now expected to be expended during fiscal year 2010 ($13.3
million). According to the budget request, “The increase to supplies and materials
supports the new 2,050 FTE and the VBA-wide initiative to supply employees with
a printer to print claims-related documents at their desks. The increased funding
will be used to purchase printer cartridges associated with this effort.”

A. What factors, if any, other than new employees and printer cartridges account
for this increase in supplies and materials?

Response. The increase is attributable only to new employees and printer car-
tridges.

B. What portion of that over $19 million increase from fiscal year 2010 to 2011
will be used to provide supplies and materials for new employees and what is the
expected cost per new employee for those supplies and materials?

Response. Approximately $13 million will be used to provide supplies and mate-
rials for new employees. The budgeted cost per employee is approximately $4,000,
which includes not only general office supplies, but also increased needs for cubicles
and office furniture. At the time of the submission of the budget, exact requirements
of supplies and materials versus equipment was unknown due to the uncertainty
of the regional office distribution of new FTE and the space needs at each location.
As such, there may be a shift from the supplies and materials category to equipment
in the year of execution.

C. What types of supplies and materials would be purchased with the requested
level of funding?

Response. Standard office supplies will be purchased, such as notebooks, pens,
pencils, printer-paper, and toner cartridges. Equipment purchases will include em-
ployee work stations, which consist of cubicles and furniture.

Question 19. From the fiscal year 2011 budget request, it appears that the Com-
pensation and Pension Service carried over more than $19 million in General Oper-
ating Expenses from fiscal year 2009 to 2010. How will those funds be used during
fiscal year 2010?

Response. These funds will be applied to additional 21st century transformational
improvements to VBA’s business processes, such as the Veteran’s Benefits Manage-
ment System Initiative.

BOARD OF VETERANS’ APPEALS

Question 1. According to the fiscal year 2011 budget request, the Board of Vet-
erans’ Appeals (Board or BVA) expects to receive 60,000 new appeals during fiscal
year 2010. It also reflects that additional funding is sought to “reverse the trend
of a growing backlog, and reduce case disposition time.”

A. What is the current backlog of appeals at the Board and what is it projected
to be with funding requested for fiscal year 2011?

Response. The backlog of appeals at the Board effective March 1, 2010, is 19,464
cases. The funding requested in FY 2011 supports 557 employees on board. Assum-
ing the current trend of the growing backlog (300 additional cases per month), the
projected backlog is 21,564 cases at the beginning of fiscal year 2011 and 25,164
cases at the end of fiscal year 2011.

VA has forwarded several legislative proposals to Congress to help reduce the
backlog and improve the timeliness of appeals processing as part of the draft “Vet-
erans Benefit Program Improvement Act of 2010.” Attached are copies of Secretary
Shinseki’s letters to the Speaker of the House and the Vice President transmitting
the proposed legislation to Congress, together with a copy of the draft statutory lan-
guage and a description of the proposals. The draft statutory language pertaining
to appeals is included in Sections 202-207 of the attached draft bill. Descriptions
of these proposals are included on pages 10-17 of the section-by-section analysis.
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THE SECRETARY OF VETERANS AFFAIRS
WASHINGTON

May 26, 2010

The Honorable Nancy Pelosi
Speaker of the House of Representatives
Washington, DC 20515

Dear Madam Speaker:

| am transmitting a draft bill, the "Veterans Benefit Programs improvement Act of
2010." 1 request that this draft bill be referred to the appropriate committee for prompt
consideration and enactment. The draft bill would make beneficial changes to enhance
the efficiency and fairness of several Department of Veterans Affairs (VA) programs of
benefits to Veterans and their families and to improve the procedures for the timely
adjudication of claims and appeals for such benefits.

Title | of the draft bill would improve VA's compensation and pension programs
by, among other things, eliminating a disparity arising under a judicial decision
concerning payment of special monthly pension to disabled Veterans and by clarifying
and simplifying the law governing month-of-death payments to surviving spouses. Title |
of the draft bill would also improve VA's process for establishing presumptions of service
connection for diseases associated with exposure to herbicides or hazards of Gulf War
service in two ways. First, it would ensure that VA has sufficient time to give thorough
consideration to the complex issues involved in such determinations. Second, it would
provide that the effective dates of awards based on a new presumption may be made
commensurate with the date of the Secretary’s determination that the presumption is
needed rather than the date of final regulatory action. Title | would also extend existing
authorities pertaining to contract compensation and pension examinations and pension
payments to beneficiaries receiving Medicaid-covered nursing home care.

Title Hl of the draft bill would implement changes to improve the timeliness and
efficiency of VA's adjudication of claims and appeals. In response to recent judicial
decisions, the draft bill would reaffirm VA’s authority to temporarily stay adjudications
when necessary to avoid waste or delay, such as where a pending judicial precedent
may significantly alter governing law in a way that would otherwise necessitate
widespread remands of claims previously decided. The provisions in title Il of the bill
would also promote greater efficiency in appeals processing by providing for increased
use of videoconferencing technology to conduct hearings before the Board of Veterans’
Appeals (Board), by allowing the Board to consider in the first instance additional
evidence submitted on appeal, and by modifying procedures relating to the timely filing of
notices of disagreement and substantive appeals. Other provisions in titles Il and VI of
the draft bill would promote efficient administration of benefits by extending existing
authorities for conducting data matching with other Federal entities and for maintaining a
regional office in the Republic of the Philippines.
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The Honorable Nancy Pelosi

Improvements to VA's loan guaranty program under title 11| of the draft bill include
a provision o ensure that a single-parent Veteran who retums to active duty may obtain
a VA-guaranteed home loan if the Veteran’s child occupies the home. The draft bill
would also authorize the Secretary to allow superior liens created by public entities
providing assistance in response to a major disaster, such as Hurricane Katrina, to
ensure that Veterans may obtain such disaster relief, which may reduce the likelihood of
foreclosures and claims against VA'’s loan guaranty.

Title IV of the draft bill wauld revise provisions relating to vocational rehabilitation
and education benefits to increase the utility of incentives for employers to provide on-
the-job training to veterans with service-connected disabilities, to promote greater
efficiency in the approval of educational programs, and to permit extension of the
delimiting date for education benefits for a beneficiary serving as the primary caregiver
of a seriously injured Veteran.

The provisions of title V of the draft bill would provide Veterans Group Life
Insurance participants who are insured for less than the maximum amount the
opportunity to purchase additional coverage and would make permanent the current
authority to extend Servicemembers' Group Life Insurance coverage for 2 years to
Veterans who are totally disabled when they leave service.

Enclosed is a detailed section-by-section analysis of the provisions of this draft
bill.

The Office of Management and Budget's preliminary estimate indicates that the
bill would on net reduce direct spending by $1.23 billion over Fiscal Years (FY) 2010-
2015 and $1.65 billion over FYs 2010-2020. The Statutory Pay-As-You-Go (PAYGO)
Act of 2010 provides that revenue and direct spending legislation cannot, in the
aggregate, increase the on-budget deficit. If such legislation increases the on-budget
deficit and that increase is not offset by the end of the Congressional session, a
sequestration must be ordered. This proposal would reduce direct spending and is
therefore in compliance with the Statutory PAYGO Act.

The Office of Management and Budget advises that the transmittal of this draft
bill is "in accord” with the President's program.

Sincerely,

' W
/

Eric K. Shinseki

Enclosure
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THE SECRETARY OF VETERANS AFFAIRS
WASHINGTON

May 26, 2010

The Honorable Joseph R. Biden, Jr.
President of the Senate
Washington, DC 20510

Dear Mr. President:

| am transmitting a draft bill, the "Veterans Benefit Programs Improvement Act of
2010." | request that this draft bill be referred to the appropriate committee for prompt
consideration and enactment. The draft bill would make beneficial changes to enhance
the efficiency and fairness of several Department of Veterans Affairs (VA) programs of
benefits to Veterans and their families and to improve the procedures for the timely
adjudication of claims and appeals for such benefits.

Title | of the draft bill would improve VA's compensation and pension programs
by, among other things, eliminating a disparity arising under a judicial decision
concerning payment of special monthly pension to disabled Veterans and by clarifying
and simplifying the law governing month-of-death payments to surviving spouses. Title |
of the draft bill would also improve VA's process for establishing presumptions of service
connection for diseases associated with exposure to herbicides or hazards of Gulf War
service in two ways. First, it would ensure that VA has sufficient time to give thorough
consideration to the complex issues involved in such determinations. Second, it would
provide that the effective dates of awards based on a new presumption may be made
commensurate with the date of the Secretary’s determination that the presumption is
needed rather than the date of final regulatory action. Title | would also extend existing
authorities pertaining to contract compensation and pension examinations and pension
payments to beneficiaries receiving Medicaid-covered nursing home care.

Title 1l of the draft bill would implement changes to improve the timeliness and
efficiency of VA's adjudication of claims and appeals. In response to recent judicial
decisions, the draft bill would reaffirm VA's authority to temporarily stay adjudications
when necessary to avoid waste or delay, such as where a pending judicial precedent
may significantly alter governing law in a way that would otherwise necessitate
widespread remands of claims previously decided. The provisions in title 1l of the bill
would also promote greater efficiency in appeals processing by providing for increased
use of videoconferencing technology to conduct hearings before the Board of Veterans’
Appeals (Board), by allowing the Board to consider in the first instance additional
evidence submitted on appeal, and by modifying procedures relating to the timely filing of
notices of disagreement and substantive appeals. Other provisions in titles il and VI of
the draft bill would promote efficient administration of benefits by extending existing
authorities for conducting data matching with other Federal entities and for maintaining a
regional office in the Republic of the Philippines.
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improvements to VA's loan guaranty program under title Ill of the draft bill include
a provision to ensure that a single-parent Veteran who returns to active duty may obtain
a VA-guaranteed home loan if the Veteran'’s child occupies the home. The draft bill
would also authorize the Secretary to allow superior liens created by public entities
providing assistance in response to a major disaster, such as Hurricane Katrina, to
ensure that Veterans may obtain such disaster relief, which may reduce the likelihood of
foreclosures and claims against VA’s loan guaranty.

Title IV of the draft bill would revise provisions relating to vocational rehabilitation
and education benefits to increase the utility of incentives for employers to provide on-
the-job training to veterans with service-connected disabilities, to promote greater
efficiency in the approval of educational programs, and to permit extension of the
delimiting date for education benefits for a beneficiary serving as the primary caregiver
of a seriously injured Veteran.

The provisions of title V of the draft bill would provide Veterans Group Life
Insurance participants who are insured for less than the maximum amount the
opportunity to purchase additional coverage and would make permanent the current
authority to extend Servicemembers’ Group Life Insurance coverage for 2 years to
Veterans who are totally disabled when they leave service.

Enclosed is a detailed section-by-section analysis of the provisions of this draft
bill.

The Office of Management and Budget's preliminary estimate indicates that the
bill would on net reduce direct spending by $1.23 billion over Fiscal Years (FY) 2010-
2015 and $1.65 billion over FYs 2010-2020. The Statutory Pay-As-You-Go (PAYGO)
Act of 2010 provides that revenue and direct spending legislation cannot, in the
aggregate, increase the on-budget deficit. If such legislation increases the on-budget
deficit and that increase is not offset by the end of the Congressional session, a
sequestration must be ordered. This proposal would reduce direct spending and is
therefore in compliance with the Statutory PAYGO Act.

The Office of Management and Budget advises that the transmittal of this draft
bill is "in accord" with the President's program.

Sincerely,

t N s
Q,& P/
Eric K. Shinseki

Enclosure
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11t Congress

2™ Session

A Bill

To amend title 38, United States Code, to improve and enhance the programs of
compensation, pension, loan guaranty, education and vocational rehabilitation, and
insurance for veterans, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Veterans Benefit Programs
Improvement Act of 2010.”

(b) TABLE OF CONTENTS.—The table of contents for this Act is as follows:

Sec. 1. Short title; table of contents.
Sec. 2. References to title 38, United States Code.

TITLE I—COMPENSATION AND PENSION MATTERS

Sec. 101. Clarification of eligibility of veterans 65 years of age or older for service pension for a period of
war.

Sec. 102. Month of death benefit for every surviving spouse of a veteran who died while in receipt of
compensation or pension.

Sec. 103. Time limits and effective dates for presumption determinations based on National Academy of
Sciences reports on health effects of herbicide exposure and Gulf War exposures.

Sec. 104. Extension of authority for the performance of medical disability examinations by contract
physicians.

Sec. 105. Extension of limit on pension payable to Medicaid-covered veteran without spouse or children.

TITLE II—ADJUDICATION AND APPEAL MATTERS

Sec. 201. Staying of claims.

Sec. 202. Modification of notice of disagreement filing period.

Sec. 203. Substantive appeals.

Sec. 204. Automatic waiver of agency of original jurisdiction review of new evidence.
Sec. 205. Board to determine the most expeditious manner of providing a hearing.
Sec. 206. Decisions of the Board.
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Sec. 207. Definition of prevailing party for purposes of the Equal Access to Justice Act in veterans benefits
appeals.

Sec. 208. Extension of authority to maintain regional office in the Republic of the Philippines.

Sec. 209. Good cause extension of the period for filing a notice of appeal with the Court of Appeals for
Veterans Claims.

TITLE II—LOAN GUARANTY MATTERS

Sec. 301. Occupancy of property by dependent child of a veteran.
Sec. 302. Covenants and liens created by public entities in response to disaster-relief assistance.
Sec. 303. Extension of authority to pool loans.

TITLE IV—EDUCATION AND VOCATIONAL REHABILITATION MATTERS

Sec. 401. Employer incentives to provide employment and training opportunities to vocational
rehabilitation and employment program participants.

Sec. 402. SAA program approval criteria.

Sec. 403. Delimiting date extensions for caretakers of certain seriously injured veterans.

Sec. 404. Technical amendment regarding references to institutions of higher learning.

TITLE V—INSURANCE MATTERS

Sec. 501. Permitting increases of Veterans’ Group Life Insurance coverage.
Sec. 502. Indefinite retention of two-year total disability extension of Servicemembers’ Group Life
Insurance.

TITLE VI—OTHER MATTERS
Sec. 601. Expanded eligibility for presidential memorial certificates.
Sec. 602. Extension of authority to carry out income verification.
Sec. 603. Extension of authority to use data provided by the U.S. Department of Health and Human
Services for the purpose of adjusting VA benefits.

SEC. 2. REFERENCES TO TITLE 38, UNITED STATES CODE.

Except as otherwise expressly provided, whenever in this Act an amendment or
repeal is expressed in terms of an amendment to, or a repeal of, a section or other
provision, the reference shall be considered to be made to a section or other provision of
title 38, United States Code.

TITLE I—COMPENSATION AND PENSION MATTERS

SEC. 101. CLARIFICATION OF ELIGIBILITY OF VETERANS 65 YEARS OF
AGE OR OLDER FOR SERVICE PENSION FOR A PERIOD OF
WAR.

Section 1513 of title 38, United States Code, is amended—

(1) in subsection (a), by striking “by section 1521 and all that follows and
inserting “by subsection (b), (¢), (£)(1), (f)(5), or (g) of that section, as applicable, and as
increased from time to time under section 5312 of this title.”;

(2) by redesignating subsection (b) as subsection (c); and

(3) by inserting after subsection (a) the following new subsection (b):
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“(b) The conditions in subsections (h) and (i) of section 1521 of this title shall
apply to determinations of income and maximum payments of pension for purposes of
this section.”.

SEC. 102. MONTH OF DEATH BENEFIT FOR EVERY SURVIVING SPOUSE
OF A YETERAN WHO DIED WHILE IN RECEIPT OF
COMPENSATION OR PENSION.

(a) SURVIVING SPOUSE’S BENEFIT FOR THE MONTH OF THE VETERAN’S DEATH.—
Subsections (a) and (b) of section 5310 are amended to read as follows:

“(a) The surviving spouse of a veteran who, at the time of the veteran’s death, was
in receipt of compensation or pension under chapter 11 or 15 of this title is entitled to a
benefit for the month in which the veteran died in the amount the veteran would have
received for that month had the veteran not died.

“(b) If a claim for entitlement to additional compensation under chapter 11 of this
title or for additional pension under chapter 15 of this title was pending at the time of the
veteran’s death and the check or other payment issued to the veteran’s surviving spouse
under subsection (a) is less than the amount of the benefit the veteran was entitled to for
the month of the veteran’s death pursuant to the adjudication of the pending claim, the
difference between the amount to which the veteran was entitled and the amount that was
paid to the surviving spouse shall be treated in the same manner as an accrued benefit
under section 5121 of this title.”.

(b) MONTH OF DEATH BENEFIT EXEMPT FROM DELAYED COMMENCEMENT OF
PAYMENT.—Section 5111(c)(1) is amended to read as follows:

“(c)(1) This section shall not apply to payments made pursuant to section 5310 of
this title.”,

(c) APPLICABILITY DATE.—The amendments made by this section shall apply
with respect to the death of a veteran on or after the date of enactment of this Act.

SEC. 103. TIME LIMITS AND EFFECTIVE DATES FOR PRESUMPTION
DETERMINATIONS BASED ON NATIONAL ACADEMY OF
SCIENCES REPORTS ON HEALTH EFFECTS OF HERBICIDE
EXPOSURE AND GULF WAR EXPOSURES.

(a) DETERMINATIONS CONCERNING HERBICIDE EXPOSURE.—Section 1116(c) of
title 38, United States Code, is amended—
(1) Inparagraph (1)(A)--
(a) by striking "60 days after the date" and inserting "120 days
after the date"; and
(b) by striking "60 days after making the determination," and
inserting "170 days after making the determination,";
(2) in paragraph (1)(B), by striking "60 days after making the
determination," and inserting "200 days after making the determination,"; and
(3) in paragraph (2), by striking "90 days" and inserting "230 days" and
by striking “on the date of issuance” and inserting “retroactive to the date on
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which the Secretary’s determination under paragraph (1)(A) of this subsection

was required to be made”.

(b) DETERMINATIONS CONCERNING GULF WAR EXPOSURES.—Section 1118(c) of
title 38, United States Code, is amended—

(1) in paragraph (1), by striking "60 days" and inserting "120 days";

(2) in paragraph (2), by striking "60 days" and inserting "170 days".

(3) in paragraph (3)(A), by striking "60 days" and inserti