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U.S. DEPARTMENT OF VETERANS AFFAIRS
BUDGET REQUEST FOR FISCAL YEAR 2017

Wednesday, February 10, 2016

COMMITTEE ON VETERANS’ AFFAIRS,
U. S. HOUSE OF REPRESENTATIVES,
Washington, D.C.

The Committee met, pursuant to notice, at 10:00 a.m., in Room
334, Cannon House Office Building, Hon. Jeff Miller [Chairman of
the Committee] presiding.

Present: Representatives Miller, Lamborn, Bilirakis, Roe,
Benishek, Huelskamp, Coffman, Wenstrup, Walorski, Abraham,
Zeldin, Costello, Radewagen, Brown, Takano, Titus, Ruiz, Kuster,
O’Rourke, Rice, McNerney, and Walz.

OPENING STATEMENT OF JEFF MILLER, CHAIRMAN

The CHAIRMAN. Good morning. This hearing will come to order.

Mr. Secretary—

Secretary MCDONALD. Good morning.

The CHAIRMAN [continued].—thank you for being here with us
today. We are gathered to receive the President’s VAs budget rec-
ommendation for fiscal year 2017, as well as the advanced appro-
priation recommendation for fiscal year 2018. As everybody knows,
the budget request came out only yesterday, so admittedly, there
is a lot for everybody in this room to digest.

Mr. Secretary, I am told you have come with charts today to help
us in that effort. And we thank you in advance, for the visuals that
you provided for us to be able to understand you a little more clear-

Let me briefly outline some areas that I would like for you to
cover for us in more detail this morning. First, I think there is gen-
eral agreement among Members of Congress that you Mr. Sec-
retary, and veteran organizations, that greater reliance on outside
care providers is absolutely essential to providing high-quality care
for our veterans.

The Choice Program got off to an uneven start, if you will, for
a plethora of reasons, but the basic concept behind its inception
still holds true today, namely veterans shouldn’t be forced to travel
or wait for a VA appointment if a community option is available
to them. And if that option exists, it should be the veteran’s choice,
not the VA’s choice as to whether or not they can exercise that op-
tion.

The $10 billion Choice Program fund will more than likely be de-
pleted within the next fiscal year. We have asked for and received
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a plan from VA to consolidate all of VA’s outside care authorities
into a new Veterans Choice Program going forward.

We are aggressively working the legislation to make the program
a reality, and I know that is something that is very important to
you, Mr. Secretary.

I am also interested to know what the cost assumptions are in
the budget for the new Choice Program for the next two fiscal
years, and how it can be paid for, given the current fiscal con-
straints that exist here in Washington.

I am also interested to see what impact greater reliance on out-
side providers is actually having on wait times. Simply adding
more capacity within VA and opening up additional outside care
options doesn’t seem to have moved needle yet much, because as
the Secretary has told us, demand from existing and new users of
thedsystem has overwhelmed whatever new capacity is being cre-
ated.

This is an issue that the Commission on Care is evaluating, and
we will get the Commission’s recommendations later this summer,
but we need to make sure that what changes we are putting for-
ward not only work, but are fiscally sustainable, and that they also
lay out the groundwork for what the VA health delivery system
will look like 20 years from now.

Second, I think it goes without saying, I have been pretty critical
of VA touting its claims of backlog reduction success because it
really, I think, has ignored the experience of veterans whose waits
have grown longer in other areas of the claims process.

The growing appeals backlog is a glaring example, and I am glad
the Secretary has put forward an idea for a large-scale structural
reform, instead of simply throwing more money staffing over the
next decade. I put forward a similar reform proposal in concept, so
I am interested in hearing more from the Secretary this morning
about his ideas.

Thirdly, the conversation we are having on the budget wouldn’t
be complete if we didn’t discuss VA’s stewardship of taxpayer dol-
lars over the last year. As my Ranking Member knows, we cannot
have a hearing in this room without discussing Denver.

It was a botched construction project. We know that it is going
to be close to a billion dollars over budget. The department has
spent millions of dollars on art projects, relocation benefits, bo-
nuses for failing employees.

And last July, the agency threatened to shut down hospitals
within weeks, due to a budget shortfall that actually was kept in-
ternal in the preceding months, forcing Congress to give the de-
partment access to an additional $3 billion, all of which came out
of Choice.

In classic fashion, I am not aware of a single employee that has
been held accountable for any of these unprecedented failures. And
I will continue to fight to ensure that VA has the resources that
it needs. But given some of the problems, this budget request is
going to continue to receive every bit of scrutiny that I think the
American taxpayers would expect us to give it. It is the very least
we can do for our veterans and the taxpayers and our country.

And, finally, I would be remiss if I didn’t mention my frustration,
and I am sure many of the frustrations shared by my colleagues
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on this panel, of the recent string of Merit Service Protection Board
decisions overturning disciplinary actions proposed by VA Deputy
Secretary Sloan Gibson. We have got to have an honest conversa-
tion about what is happening within the Civil Service system.

As the deputy noted in his statement last Friday after the most
recent MSPB decision, and I quote, “It appears that the MSPB does
not agree with the Congress or the VA’s interpretation of the ex-
tent of my authority, and has once again substituted its judgment
for mine and demonstrated a willingness to second guess the VA’s
application of legitimate high standards for accountability,” end
quote.

I will let the deputy’s strong statement speak for itself, but need-
less to say, there is a massive problem here that permeates the en-
tire conversation about the resources that VA has. Absent account-
ability, we are doomed to see repeated problems persist no matter
the budget that we provide to the VA, no matter how much the
Secretary tries to make the changes at the VA.

VA’s mission of serving veterans is second to none in our govern-
ment. Creating a higher standard for performance because of that
mission, is what the public expects of each of us. And I remained
committed to working with you, Mr. Secretary, on how we can
strengthen the system of accountability within the department, and
across the Federal Government system. It is imperative to every-
thing, you and we, will attempt to accomplish for veterans.

Mr. Secretary, before I turn it over to the Ranking Member, I
would like to take a moment to compliment you and your staff for
the work that you all did in producing the final master plan for the
West Los Angeles Campus. I visited the campus a few weeks ago
and saw the enormous potential for the restoration of the property,
and the mission of any future tenant of the property, to its original
purpose of serving the veterans.

You brought a lot of competing interests together who, not long
ago, were extremely far apart. Considering the potential, the West
LA Campus has, in helping homeless veterans in the Los Angeles
area, to reintegrate into society. I salute you and the leadership
that you have shown.

And with that, I recognize the Ranking Member, Ms. Brown, for
her opening remarks.

OPENING STATEMENT OF CORRINE BROWN, RANKING
MEMBER

Ms. BROWN. Thank you, Mr. Chairman.

Mr. Secretary, I want to thank you and thank the President.
During this President’s tenure, discretionary spending has in-
creased 86%. 1 think that deserves repeating. During President
Barack Obama’s tenure, discretionary spending has increased 86%.
What this says is this President just doesn’t talk the talk. He
walks the walk and as one veteran group says, he rolls the roll.

The President is doing his part to take care of veterans. I believe
that this budget provides us with a starting point to begin the proc-
ess of making sure that veterans are getting the benefits and serv-
ice we have promised them.
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I look forward to discussing your proposal to establish an addi-
tional appropriation account focused on community care, especially
in light of your repeated requests for budget flexibility.

I want to be assured that this account will not take our focus
away from providing the VA with the resources it needs to provide
health care to our veterans.

In light of the shortfalls, VA faced last year, and the uncertainty
of reform efforts, I want to ask you, Mr. Secretary, the question I
ask every year, does this budget give you what you need to accom-
plish your mission?

Do you believe that there are areas that need a special focus and
may need additional dollars?

I stand ready to do whatever I can to make sure you have what
you need. But while I will be in the front line of fighting for the
dollars you need, I want to make it very clear, I expect you to
spend every dollar we give you wisely for our veterans.

I believe we must focus on our veterans. By focusing on our vet-
erans, we will begin the process of rethinking how we ensure that
we keep our promises to them in the years ahead.

So let us know what you need, and we will, working together, on
both sides of the aisle, make sure you have the tools and the dol-
lars to accomplish your mission.

And as I close,failure is not an option. It is not. We are going to
take care of our veterans. And with that, I yield back the balance
of my time.

[THE PREPARED STATEMENT OF CORRINE BROWN APPEARS IN THE
APPENDIX]

The CHAIRMAN. Thank you very much, Ms. Brown.

I would like to welcome our first panel to the table this morning.
Accompanying the Honorable Robert McDonald, Secretary of Vet-
erans Affairs, this morning is the Honorable Dr. David Shulkin,
Under Secretary for Health; Mr. Danny Pummill, Acting Under
Secretary for Benefits; Mr. Ronald Walters, Interim Under Sec-
retary for Memorial Affairs; the Honorable LaVerne Council, As-
sistant Secretary for Information Technology and Chief Information
Officer; and Mr. Ed Murray, Interim Secretary for Management
and Interim Chief Financial Officer.

I appreciate all of you being here today. I appreciate also your
willingness to engage the Committee Members when we have ques-
tions and issues that come up outside of this room. Your openness
with us is greatly appreciated.

Mr. Secretary, you can proceed with your opening statement.
Members, the Secretary has requested and we have granted 15
minutes this morning for the Secretary’s opening statement.

STATEMENT OF THE HONORABLE ROBERT A. MCDONALD

Secretary MCDONALD. Thank you, Mr. Chairman.

Chairman Miller, Ranking Member Brown, distinguished Mem-
bers of the Committee, thank you for this opportunity to present
the President’s 2017 budget and 2018 advanced appropriation re-
quest for the Department of Veterans Affairs.

Mr. Chairman, ten of our top 16 executives are new since I be-
came secretary, all with substantial business experience. Their
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fresh perspectives combined with our more experienced government
and health care executives are catalyzing innovation, meaningful
change, and opportunity.

Our leadership team today is comfortable with and actually in-
vites honest, sometimes tough discussions about transforming VA.
With me here on the panel, everyone is new to position since I was
sworn in as secretary with the exception of Mr. Walters.

I have a written statement that I ask to be submitted for the
record.

The CHAIRMAN. Without objection.

Secretary McDoONALD. Thank you, sir.

The President has proposed $182.3 billion for the department in
fiscal year 2017. We think it is a strong budget, another tangible
sign of the President’s devotion to veterans and their families.

The President’s proposal provides the funding needed to enhance
services to veterans in the short term, to transform VA’s systems
to better serve veterans over the long term, and to support and
sustain progress that we have made toward any disability claims
backlog and veterans homelessness.

It supports VA’s four agency priority goals, to improve the vet-
erans’ experience with VA, to improve VA’s employee experience, to
improve access to health care as experienced by the veteran, and
to improve the dependency claims process.

It also sustains our commitment to end veterans’ homelessness,
improves programs for veterans’ care in the community, stream-
lines and reforms the appeals process, advances medical and pros-
thetic research, strengthens veterans’ benefits programs, and pro-
poses increased budget flexibility.

It supports our five MyVA transformational objectives to mod-
ernize VA’s culture, processes and capabilities, and to put the
needs and the interests of veterans and their families at the center
of everything we do.

Improving the veteran experience is our first and primary stra-
tegic objective of the MyVA transformation. It is important that
every contact between veterans and the VA will be predictable, con-
sistent, easy, and outstanding.

Second, making things better for veterans by improving the em-
ployee experience. We have no hope of improving the veteran expe-
rience without also training and improving the employee experi-
ence.

Third, we want to improve internal support services and bring
our IT infrastructure into the 21st century to enable employees and
leaders to better serve veterans.

Fourth, we want to establish a department-wide culture of con-
tSinuous improvement that would be undergirded by Lean Six

igma.

And, fifth, we want to expand strategic partnerships, extending
the reach of services available to veterans and their families. And
then we will also continue to support our 12 MyVA breakthrough
priorities that improve the delivery of timely care and benefits to
veterans.

My written submission addresses these breakthroughs in detail,
but I would like to quickly show you how the proposed budget sup-
ports these priorities for veterans. And I think we all agree on this.
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First, the 2017 budget proposal will provide $2.6 million for the
MyVA program office to help integrate all the MyVA initiatives
across the enterprise. It increases by 47 percent funding for our
veterans’ experience office so we can continue training field em-
ployees on advanced business skills, sharing best practices, and es-
tablishing high customer service standards, and requests $171.3
million for IT systems that are instrumental to improving the vet-
erans’ experience.

In support of our priority effort to increase access to the point
that veterans’ clinical needs are addressed the same day, they call
or visit primary care facilities at a VA medical center. The budget
requests $65 billion for veterans’ medical care. That is a 6.3 per-
cent increase over 2016. And it proposes $66.4 billion in advanced
appropriations for the VA medical care programs in 2018. That is
a 2.2 percent increase above the 2017 level.

The proposed budget provides an expected 35,000 veterans access
to hepatitis C treatment. It funds tele-health access and it en-
hances health programs for women veterans. And $7.8 million is
provided for mental health which continues to support successful
mental health care related prevention programs.

We are committed to making sure that when veterans call for
new mental health appointments they receive suicide risk assess-
ments and immediate care if needed. Veterans already engaged in
mental health care who need urgent attention will speak to a pro-
vider the very same day.

The 2017 budget includes $12.2 billion for care in the commu-
nity. It includes a new medical community care budget account
consistent with the VA budget in the Choice Improvement Act.

Proposed IT investments will fund veterans’ enterprise-wide inte-
grated services platform with best in class service and satisfaction
measures and expand veterans’ access to self-service tools and ben-
efits information. Veterans should have access to VA systems and
know where to get accurate answers 24 hours a day seven days a
week.

The 2017 request supports this priority by funding veteran con-
tact centers in the field and veterans’ crisis line modernization. To
expand veterans’ access to benefits they have earned and deserve,
the proposed budget supports increased contracted disability exams
at all regional offices.

And it proposes a simplified, streamlined, and fair appeals proc-
ess so most veterans could have a final appeals decision within one
year of filing. With your support, five years from now, veterans
could have a process that resolves 90 percent of their appeals with-
in one year.

To that end, the proposed budget requests a 42 percent increased
in Board of Veterans Appeals funding to $156 million and a 35 per-
cent increase in board staffing to more rapidly address the growing
inventory of more than 440,000 pending appeals.

Under this plan by 2022, we could reduce appeals FTEs to a
sustainment level sufficient to process all simplified appeals within
one year. The simplified process makes sense for veterans and it
is an excellent return on investment for taxpayers too. The pro-
posed sustainment level is 1,135 FTEs fewer than the fiscal year
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2016 budget requires and 4,070 fewer department-wide than nec-
essary to address the appeals workload with FTE resources alone.

The fiscal year 2017 proposal continues our progress toward an
effective end to veterans’ homelessness by focusing on proven pre-
vention and treatment services and veteran homelessness pro-
grams like SSVF, HUD-VASH, grant per diem, home loans, and
foreclosure prevention.

It provides services to about 65,000 homeless veterans or those
at risk. It prevents an estimated 36,000 veterans and their family
members from becoming homeless and provides case management
support for over 63,000 who receive HUD-VASH vouchers.

It is no coincidence that the very best customer service organiza-
tions are almost always among the best places to work. So the pro-
posal provides for the training that supports our MyVA trans-
formation.

In the same vein, the proposed budget will help us significantly
improve critical staffing levels that balance access and clinical pro-
ductivity and reduce time to fill standards so we can move quickly
to hire the people that veterans need to serve them.

With the funding requested, we can continue transforming our IT
infrastructure to create a world-class IT organization supporting
veterans and our business partners and to do the work necessary
to build an enterprise-wide, integrated medical surgical supply
chain that leverages VA’s scale to increase responsiveness and re-
duce operating costs, were redirected to priority veteran programs
over $150 million in cost avoidance savings from transforming our
supply chain.

The proposal includes $78.7 billion in discretionary funding. That
is $3.6 billion above the 2016 enacted level largely for health care.
It includes $103.6 billion in mandatory funding for veterans’ bene-
fits programs. For the second time, the budget request VBA ad-
vanced appropriations. A hundred and three point nine billion is
requested to fund compensation and pensions, readjustment bene-
fits, and veterans’ insurance and indemnities for 2018.

And the 2017 proposal fully funds construction. These are invest-
ments in the future and they are critical to providing both quality
care and timely benefits and first-rate facilities that are safe for
veterans and VA employees.

We will continue to work closely with the U.S. Army Corps of En-
gineers, our construction agent, to execute two projects over $100
million.

So with this budget, there is a lot we can change on our own and
we are doing that now. But many important priorities that will
make meaningful differences for veterans require Congress to act
on behalf of veterans.

You will find more than 100 legislative proposals in the budget.
Over 40 of them are new for this year, some absolutely critical to
even maintain our current ability to purchase non-VA care. Here
are just a few of the most important ones.

First, in this session of Congress, we can make significant im-
provements to set the foundation for top-to-bottom transformation
and streamlining the VA’s care in the community programs based
on proposals in VA’s landmark road map plan set out in our Octo-
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ber 30th report to make these programs more rational and to bet-
ter serve veterans.

Second, the budget proposes a general transfer authority that al-
lows me some measured flexibility to transfer up to two percent of
discretionary funding across accounts excluding medical care to ad-
dress emerging needs and overcome artificial funding restrictions
on providing veterans’ cares and benefits.

Third, it is critical that VA is competitive with the private sector
for top health care talent, so we are proposing flexibility on the
maximum 80-hour pay period requirement for certain medical pro-
fessionals. The private sector has this flexibility and it makes sense
in running a hospital. This flexibility can both improve hospital op-
erations and help attract the best hospital staff who use and prefer
more flexible schedules.

Along the same lines, we are proposing critical compensation re-
forms for network and hospital directors. Other adjustments to
VHA personnel authorities we are putting forward also reflect com-
mon sense and good practice and best practices from the private
sector.

Fourth, we need your help to change VA’s purchase care authori-
ties, provider agreements, and individual authorizations, so vet-
erans have access to clinically indicated and timely care. Failing to
address this requirement in the weeks and months ahead impacts
potentially thousands of veterans receiving care from local non-VA
doctors, hospitals, nursing homes, and state veterans’ homes.

Fifth, we are looking for congressional authorization of 18 leases
submitted in VA’s 2015 and 2016 budget requests as well as au-
thorization of eight major construction projects included in VA’s
2016 request. And we need your support for the six additional re-
placement major medical facility leases, two major construction
projects, and four cemetery projects in the 2017 budget.

Six, passing special legislation for VA’s West Los Angeles Cam-
pus will get positive results for veterans in that community, espe-
cially veterans most in need after years of debate and court action
as the Chairman said.

Seven, finally as I implied, we have to change the current ap-
peals process. Last year, the board was still adjudicating an appeal
that originated 25 years ago. The appeal had previously been de-
cided by VA more than 27 times. Conceived over 80 years ago, it
is unlike any other standard appeals process across the federal and
judicial systems. It is complex, it is confusing, and it is ineffective.

Under current law without significant change in resourcing,
pending appeals are projected to soar by nearly 400 percent to al-
most 2.2 million by 2027. Together we can do this and we are open
to ideas from the Committee and veteran service organizations to
make it work for veterans.

If we are serious about changing VA and better serving veterans
and their families, we can’t keep kicking the can down the road.
This Congress, with today’s VA leadership team, can make these
changes and more for veterans. Then we can look back on this year
as the year that we turned the corner, but we have to be coura-
geous and we have to work together to make that so.

This is my second budget cycle and I appreciate the support that
you have all shown to veterans, the department, and our MyVA
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transformations. On behalf of veterans and the VA employees serv-
ing them every single day, thank you for this opportunity. Mr.
Chairman, I look forward to your questions.

[THE PREPARED STATEMENT OF ROBERT A. MCDONALD APPEARS IN
THE APPENDIX]

The CHAIRMAN. Thank you very much, Mr. Secretary.

According to the slide deck that VA provided yesterday, you an-
ticipate spending $1.7 billion in the fiscal year on the Choice Pro-
gram and we discussed this a little bit yesterday.

How much money is left in the Choice Program today or close?

Secretary McDONALD. As we talked yesterday, Mr. Chairman, we
expect the Choice Program funding to run out before the budget
year 2018. We will get you the exact number here.

Mr. MURRAY. I have that here.

The CHAIRMAN. If you would turn the mike on. Thanks.

Mr. MURRAY. Thank you.

So our estimate for the Choice Program for Section 801 for 2016
is $2.7 billion and under 802 where we provide care in the commu-
nity, it’s $1.7 billion. In 2017, we estimate spending of $969 million
for Section 801 and $4.8 billion in Section 802. And that rounds out
the 10 and the 15 together and we can provide you the details.

The CHAIRMAN. And you anticipate exhausting the funds when?

Mr. MURRAY. At the end of 2017.

The CHAIRMAN. So could you explain, and, again, we discussed
this a little yesterday, but can you explain the discrepancy that VA
states that the Choice utilization has markedly increased in fiscal
year 2016 and the low dollar figure presented in the budget mate-
rials? In other words, why are Choice expenditures estimated to be
more than three times higher for 2017?

Mr. MURRAY. Go ahead, Dr. Shulkin.

Dr. SHULKIN. Mr. Chairman, as you know, and I think that you
characterized this correctly, the Choice Program got off to a rocky
start. We have been working very hard to get veterans access to
care through Choice and we have seen the results of that. We are
seeing increased authorizations in significant numbers and that is
leading us to the projections that we will be spending much more
money using Choice funds to serve veterans.

The CHAIRMAN. The advanced appropriation requested for fiscal
year 2018 is nearly $2.5 billion short of the 2017 request and al-
most a billion dollars short of what was actually paid in fiscal year
2015.

So how does the VA envision addressing the inevitable budgetary
shortfall that is out there?

Secretary McDoONALD. As we talked yesterday, Mr. Chairman, I
think what we are going to need to do is to come back with the
work that we do in the consolidation of care in the community and
come back with what we think the number will be for 2018.

Really the top priority for us is getting to that consolidated pro-
gram. As you know, in the consolidation plan that we put forward,
there were a couple options that we laid out for the Committee.
One was dealing with the emergency room. One was also dealing
with what we think could be incremental demand from more vet-
erans using the system.
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What we have seen already and you reflected this in your re-
marks is veterans already have a choice. Eighty-one percent of vet-
erans have some form of Medicare, Medicaid, private health insur-
ance. And as we continue to improve the care from the VA and the
care in the community, more veterans are going to choose to use
our system because our co-pays are zero.

And right now our estimate is the average veteran uses the VA
for only 34 percent of their care. If that increases one percentage
point, it is about a one and a half billion dollar increase. So we
need to get a better handle on this as we work together on the con-
solidation of care in the community.

The CHAIRMAN. I think that the Committee was pretty clear and
the Congress was with the Choice Fund Program was intended to
supplement VA’s community care budget. However, I saw in the
budget where it is assuming $7.2 billion for community care funds
which are distinct, should be distinct from Choice funds. And that
is less than what you had budgeted and spent in each of the fiscal
years 2013, 2014, and 2015.

So my question is, do you think that VA is compliant with the
intent of the Congress when the law was passed?

Secretary MCDONALD. I certainly think so.

Ed, do you seen any—

Mr. MURRAY. I don’t. I did want to mention that we will get a
chance in the next year this time to revisit the appropriation for
2018. So I just wanted to put that in there once the consolidation
and the care in the community recommendations are made, we will
get an opportunity to review our numbers for fiscal year 2018.

Secretary MCDONALD. And, again, Mr. Chairman, I think the
most important thing is—we got to get the consolidation of care in
the community law passed and decide what is going to be part of
that, if the change in the emergency room structure is going to be
part of that, and then, we got to decide what the demand is going
to be. And we will work with you on future budget numbers that
will go with that.

The CHAIRMAN. And we would like to have a little extra time to
talk to you about what our assumptions are, and why we think
there may be an issue, whether it is a deviation, and maybe we can
all get back on the right track.

I have one more real quick question. The major and minor con-
struction requests are substantially lower than what you requested
last year. And I understand that is because we are waiting for the
study for the Joint Commission to come out later this summer. And
I think that is the appropriate thing to do.

The 800 pound gorilla, if you will, is going to be if they rec-
ommend closing underutilized facilities. Are you prepared, Mr. Sec-
retary, to full throatedly support that? Obviously you will have to
ask for our help as well.

Secretary MCDONALD. Mr. Chairman, as you know, for the two
last years, I have had in my written budget proposal productivity
improvements for the department. And I have specifically culled
out ten million square feet of unused space that results in a charge
to the taxpayer of $25 million a year. And we have a number of
these facilities where we need the courage of the Members of Con-



11

gress to help us close them, so that we can turn those savings into
productive use of funds for veterans.

The CHAIRMAN. Thank you very much.

And Ms. Brown just said she has some facilities she would like
to put up on the chopping block, so I will yield to her.

Secretary McDONALD. Whose district is it in?

Ms. BROWN. Mr. Chairman, all I said was just as long as it is
not in my district, but I know every single Member feels that way.
We support that. And please don’t charge that against me.

I have a couple of quick concerns. That was a wonderful con-
ference you had last week on suicide prevention. And I want to
thank you for that.

But one of the things we learned, 22 a day servicemembers com-
mits suicide, which is totally unacceptable, but only three of them
are in the VA’s system. What is VA doing to get those veterans into
the system and have you included that in your budget?

Secretary McDONALD. Yes, ma’am. Actually, what we said was
22 a day and 17 not connected to the VA system, so five. As you
pointed out, if we can get people connected to the VA system, we
know how to treat them and we know how to prevent suicide. So
outreach, as you described, becomes a very big issue.

And I will let David talk about what we are doing.

Dr. SHULKIN. Well, first of all, thank you for personally being
there and to the Chairman and so many members that came be-
cause we know this is very important to you and very important
to us.

This conference, as you know, was focused on this exact issue,
how do we get people that are isolated and not seeking help back
in. And what we essentially believe is, we need the help of the com-
munity. VA can’t do this alone. So we had at this conference com-
munity groups, the Department of Defense, many other organiza-
tions that we believe we need to work closer with.

And the essence of this is, is that what we learned is, we need
to do a better job in the transition time. When a military member
leaves service and then gets in the VA, we need to make that a
much more thorough process to get people help.

We also have learned that we can do better in predictive tools
using big data analysis and using the research that is actually
done at VA to predict who is at greater risk. So we are working
on that and we are coming up with a plan 30 days from the con-
ference with very specific actionable steps that we are going to put
into place.

Ms. BROWN. Let me add that women, one of the fastest growing
groups of the military, are committing suicide, and I hope VA is
targeting our female veterans, making sure that they get the help
that they need.

Secretary MCDONALD. We are. In fact, since the year 2000, the
number of women veterans seeking VA health care has skyrocketed
from 160,000 to 447,000. So we are putting in place all kinds of
programs which we can talk about, whether it is having designated
women’s health providers at all of our facilities or whether it is
having a hundred percent of our medical centers with women’s ad-
vocates, having women’s clinics, having obstetricians, gynecologists.
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We really have to transform the entire VA system to serve our fe-
male veterans and that is a big effort for us.

Ms. BROWN. And one more thing, the elderly veteran, the Viet-
nam veterans are committing suicide as well. Most people think it
is the younger veterans, but it is really the older veterans. So I am
hoping VA is looking into that.

I have one other quick question. We had a hearing last week
about Hepatitis C and what we are doing as far as the pharma-
ceuticals. And I know at one time that we wanted the VA to work
with the Department of Defense on the formularies so we could
keep that cost down for all of the people we service.

Can you give me an update on that issue because the cost of the
drug pharmaceuticals is unacceptable particularly since we put the
money up front?

Secretary MCDONALD. Our plan, the plan that you have got here
is to eliminate hepatitis C amongst veterans over about a five-year
period. We are in negotiations. There are alternative drug treat-
ments now and we are in negotiations to get those costs down as
low as we possibly can. And any savings we turn up, we will obvi-
ously plow back into the budget to better care for veterans.

Dr. SHULKIN. I would just add with the Department of Defense,
we are coordinating purchasing our drugs together. And we are
using the Federal Government size and scale to be able to get the
best prices for taxpayers.

Ms. BROWN. In closing, the VA and HUD need to work closely
together. In talking to lots of the homeless facilities, part of the
problem is the definition of the voucher. We don’t want veterans
to be under a bridge before we can intervene and provide proper
housing and health care. So we need to work together with those
inter-agencies to make sure that VA is doing the best thing to pre-
vent homelessness.

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

The CHAIRMAN. Yes, ma’am.

Mr. Lamborn, you are recognized.

Mr. LAMBORN. Thank you, Mr. Chairman.

Mr. Secretary, I am very upset about the IG report, this report
that came out on the clinic in Colorado Springs last Thursday. And
I know you are here to talk about the 5182 billion budget, but I
have got to ask you about my district as referred to in this report.

According to your testimony, looking at all appointments nation-
wide in fiscal year 2015, quote, “More than 97 percent of 56.7 mil-
lion appointments were completed within 30 days of the clinically
indicated or veterans’ preferred date.”

But according to this report which looked at appointments at the
clinic in my district also in fiscal year 2015, only 36 percent of vet-
erans were able to get an appointment within 30 days. There is
100,000 veterans in my district. Thirty-six percent is a lot worse
than 97 percent.

So either the 97 percent number you give us is unreliable, or vet-
erans in my district are getting extra poor treatment. Which is it?

Secretary MCDONALD. As you know, Congressman, and I know
Deputy Sloan Gibson talked to you about this last Friday, this re-
port from the IG is about a year old, almost a year old. And as a
result, we have taken many steps since this report was issued.
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The clinic manager has been replaced. Sixteen additional sched-
ulers have been hired and we have consolidated training and su-
pervision and accountability. The bottom line is that since March
of 2015, Colorado Springs has been aggressively implementing the
Choice Program. Wait times are coming down. We obviously have
more work to do, but this report is about a year old.

Mr. LAMBORN. Well, as for accountability, will anyone in the fu-
ture be fired or can we say that anyone was fired? Heads need to
roll when something like this happens.

Secretary McDONALD. Well, first of all, when I read the report,
what came out of the report to me was we did not do a good job
training people, not that there was malfeasance. I know in your let-
ter, you said deliberately falsified appointment records to prevent
these veterans from receiving care, intentionally delay the medical
care of our Nation’s veterans.

I read the report. I didn’t see that. I mean, it is in your letter,
but I didn’t see it in the report. I think if you read the report close-
ly, the IG did not make any kind of accusations about people fal-
sifying records or doing anything like that.

Mr. LAMBORN. Well, I did review the report closely. And we had
that conversation, Secretary Gibson and me, but here is what the
IG report says. It says scheduling staff used incorrect dates that
made it appear the appointment wait time was less than 30 days.
Now, maybe it wasn’t done maliciously, but—

Secretary McDONALD. Well, see, your letter again says inten-
tionally delayed the medical care, deliberately falsified appoint-
ment records. That is not what is in the IG report.

Mr. LAMBORN. Okay. When it says scheduling, the IG says sched-
uling staff:

Secretary MCDONALD [continued]. The people were poorly
trained. They were poorly trained and we admit that. And as I
said, the clinic manager has been replaced. We have hired 16 addi-
tional schedulers. We have also consolidated training and super-
vision. This is a training issue and—

Mr. LAMBORN. Well—

Secretary MCDONALD [continued].—we are after it. And that is
why the care has improved, but we need to go further.

Mr. LAMBORN. Whether it was done maliciously or not, I think
the records were falsified and I think that that is a correct term
to use. And I think someone needs to be fired for this.

The person that was let go, was that person actually fired or
were they just allowed to be transferred or allowed to retire?

Secretary McDONALD. Mr. Chairman, maybe we should make the
IG report a matter of the record so that the American people can
read this because the investigation makes no such accusations.

The CHAIRMAN. It is already publically available now on the IG’s
Web site, Mr. Secretary.

Secretary MCDONALD. Yes, sir.

Mr. LAMBORN. Let me ask you about the Veterans Choice Act.
We talked with someone out of this same part of Colorado who said
she did not agree with the Choice Program and quote, “The VA will
always take better care of veterans than the community and that
the community is not capable of taking care of our veterans.”
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Mr. Secretary, I perceive widespread defiance and resistance to
the Choice Act. Is that something that we are going to still have
to face in the future, or is there going to be a better attitude on
the part of VA bureaucracy?

Secretary McDONALD. I don’t perceive that, but we are going
through a process right now called leaders developing leaders. It is
a program that we put together to train all the leaders in the VA.
We have trained over 12,000 leaders so far. Part of that training
is basically sharing with everyone the vision that the optimal net-
work of the future includes inside VA care and care in the commu-
nity.

So if you find someone who you think doesn’t understand that,
please provide us the name and we will certainly share our vision
with them. But I think everybody gets it.

The CHAIRMAN. Mr. Takano, you are recognized.

Mr. TAKANO. Mr. Secretary, you HAVE shared with Members of
this Committee in a variety of formats your vision for moving the
VA toward your vision of care in the community. I want to let you
know I support what you are doing, and hopefully, we can all work
together to make sure that we enable you to consolidate all of the
various care in the community programs.

But I have some questions about some other parts of your budget
and maybe you or your cohorts can help explain. The fiscal year
2017 budget requests $567 million for substance abuse, an increase
of only $9 million from fiscal year 2016 and a decrease of $57 mil-
lion for your estimate of last year.

Can you explain this change in estimate with the ever-increasing
opioid addiction crisis facing our states?

Dr. SHULKIN. VA has prioritized the issue of substance abuse.
There is no question about it that this is a growing problem. We
have put together some new efforts to be able to address this. We
think that the budget request that we have submitted will allow
us to be able to focus on this and increase our efforts to be able
to make an impact on this.

We have just joined a White House effort to be able to address
heroin abuse in the rural areas that is being led by the Secretary
of Agriculture that VA is participating in. We are working with
other federal colleagues and other agencies to be able to help ad-
dress this.

But we are very interested in doing more, and if there are other
ways that you think that we should be stepping up or other ways
to do it, we will use whatever resources we have to be able to ad-
dress this.

Secretary McDONALD. I think I would say, too, that opioid use
across VA, and, again, just the general average is down, and the
use of alternative treatments, we are finding more and more suc-
cessful, whether it is equine therapy, acupuncture, yoga. We will
try anything in an evidence-based way that works and we are see-
ing great success with these alternative programs.

Mr. TAKANO. So you are noting a decrease in opioid abuse, but
what about overall substance abuse?

Dr. SHULKIN. You know, as the secretary said, we have shown
that we actually have 16,000 fewer veterans on prescribed opioids,
so we are making progress there. We still have more work to do.
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The illicit drugs being used and heroin are a national epidemic and
unfortunately we are seeing that also increase in the veteran popu-
lation.

So we need to be doing more and we are engaged in looking for
ways to make our programs more effective and to do better out-
reach. VA has huge programs in substance abuse as you identified.

Mr. TAkaNO. Well, how are you sharing your best practices
throughout the VA?

Dr. SHULKIN. We are doing research that we publish on this and
so that is available throughout. You know, once we publish it, it
is available to the scientific community. We are holding conferences
on this. We work with SAMHSA, the other federal agencies that
are involved in substance abuse on a regular basis. We are working
with the CDC on efforts in substance abuse as well.

But, you know, this is such a national epidemic and such a crisis
for veterans that we are very open to new ways, new ideas to be
able to effectively treat veterans.

Secretary MCDONALD. And some of the work that we have done,
I have actually spoken at groups, associations of doctors worried
about reducing pain medication. I did one in West Virginia. I know
David has done some. I have spoken to the American Medical Asso-
ciation. I have spoken to the Institute of Medicine.

We have got to play a leading role in using our evidence-based
alternative therapies as ways to get people off of opioids and also
to deal with the substance abuse issue that is national.

Mr. TARANO. Well, I note that you are increasing your mental
health budget significantly and perhaps there is some spillover
there. But I want to—quickly before my time runs out—get a ques-
tion in about, you know, the shortage of health care providers
around the country and whether you believe your budget includes
the resources that are necessary to maintain and expand the VA
graduate medical education in order to recruit and retain health
care professionals.

Secretary McDONALD. We do, but there is a critical piece of legis-
lation that we are asking for help for, and that would be the 80-
hour work week which will allow us to hire people into emergency
rooms and work flexible schedules.

Also we are asking for Title 38 categorization for our medical
center directors. Our medical center directors who are not Title 38
are paid roughly half of what is made in the private sector. As a
result, we have a number of vacancies that we are trying to fill.
So to be competitive, we need those pieces of legislation passed.

Mr. TAKANO. But as far as medical school education, though?

Secretary MCDONALD. Medical school education, I have been to—

Mr. TAKANO. I mean, graduate medical school.

Secretary MCDONALD [continued].—over two dozen medical
schools recruiting. I find that our problem recruiting is not that dif-
ficult and that we are outreaching. Most of the medical schools will
tell you they can increase their throughput, but that they need the
residencies.

And I know we are in conversation with Dr. Roe right now and
the Doctors Caucus at getting more resident positions that we can
put against primary care, mental health, and in the rural areas be-
cause that is where the need is great in the country.
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Mr. TAKANO. Okay. Thank you.

Dr. SHULKIN. Thank you.

The CHAIRMAN. Mr. Bilirakis, you are recognized.

Mr. BILIRAKIS. Thank you, Mr. Chairman. I appreciate it.

Welcome, Mr. Secretary. Thank you for your testimony Also
thank you for taking my call the other day with regard to the
Wounded Warrior that needed assistance and thanks for following
up. I really appreciate it so very much.

Mr. Secretary, again, the President’s budget includes a request
of $7.8 billion for mental health programs and efforts. It is encour-
aging to hear that more and more veterans are utilizing the VA or
DoD to treat their invisible wounds which has increased yearly
again. However, the heartbreaking statistic is the 18 to 22 veterans
taking their lives daily delves deeper into the discussion regarding
the effectiveness of our current programs.

Does the VA track data regarding how many veterans that start-
ed VA programs to treat their mental health issues, finished the
treatment programs and are the mechanisms in place to survey the
veterans opinion on the successes and areas for improvement be-
cause one size does not fit all? And I understand that veterans
start these programs and sometimes do not finish them and have
nowhere to turn.

That is why it is very important that we get these alternative
treatments at the VA on a regular basis. I want to ask you that
question too. How many treatments, I know you brought it up, but
how many complementary alternative treatment programs such as
equine therapy, service dog therapy, yoga, what have you are
there? Do our veterans have access to these programs on a regular
basis?

And in my opinion, we need to expand these programs, and I
filed legislation to do so. Of course, they must be evidence based,
but I want to ask that question if you have again these programs
within the VA, are we tracking them to see how many veterans fin-
ish those programs and how effective they are?

Secretary McDONALD. Yes and yes. We need to track these vet-
erans very closely because the number one cause of missed appoint-
ments are people with mental health care appointments and so we
need to track them very closely.

I am pleased to tell you that we had a situation in Vermont,
White River Junction where we had a veteran not show up for an
appointment and one of our nurses seeing that veteran didn’t show
up. Rather than following the rules, and we are talking about
changing our organization from a rule-based organization, a prin-
ciple-based organization, she contacted the VA police.

The VA police contacted the local police. They went around the
house. They discovered there weren’t footsteps in the snow. Neigh-
bors hadn’t seen this individual. They actually broke into the house
and found this veteran lying on the floor wedged between two
pieces of furniture. The person would have died if this nurse hadn’t
been tracking that appointment for that veteran.

We have celebrated that nurse’s behavior. We have celebrated
her principle-based way of operating. And it was my honor to cele-
brate both of them recently for what they did. And we are using
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that as an example to all of our employees as to how we should
think about the veterans we serve.

David.

Dr. SHULKIN. I would just, Congressman, you have identified a
very, very tough issue in the treatment of mental health disorders.
Our no-show rate for mental health appointments is 21 percent. So
you are absolutely correct.

Mr. BILIRAKIS. That is unacceptable.

Dr. SHULKIN. Yeah, very, very difficult. This, of course, is the
same thing that you find outside the VA system.

The VA is absolutely trying to target this issue of noncompliance.
We are doing more than I have seen anywhere else. We use peer
counselors to be able to help with this. We have our vet centers,
300 of them across the country as another source of a place to get
information and bring back into the system.

But every one of our suicides we do what is called a root-cause
analysis to look specifically at this issue. What could we have done
better to bring people in? I was reviewing a root-cause analysis
today where we actually walk the people over to the schedulers to
make sure that they scheduled. We can’t force them unfortunately
to show up and that is where our noncompliance rate is, so—

Mr. BILIRAKIS. Are there mechanisms in place to survey, you
know, to get the option of—

Dr. SHULKIN. Yeah.

Mr. BILIRAKIS [continued].—the veteran with regard to these pro-
grams if they are effective?

Dr. SHULKIN. This is what I would call research where we are
looking at different ways to improve compliance. We have two fa-
cilities right now that are surveying veterans using functional
scores every time they visit to look at this issue. We are trying to
learn what works so we can spread that.

Mr. BILIRAKIS. Okay. We have a $7.8 billion budget.

Dr. SHULKIN. Yes.

Mr. BILIRAKIS. Okay. How much is going toward these alter-
native and complementary treatments?

Dr. SHULKIN. Yeah, that would be outside. The alternative com-
plementary treatments are in our patient center, a different med-
ical services budget. And, again, VA has one of the largest pro-
grams of these integrated medicine or alternative medicine type fa-
cilities that we are continuing to learn what works and spread it
throughout the system.

We have more to do because not every facility has access to this.
The type of workers that are experienced and trained in this are
somewhat limited, but we are continuing each year to bring more
of these services to our facilities.

Mr. BILIRAKIS. Thank you very much.

And I guess my time has expired. Thank you, Mr. Chairman. Ap-
preciate it.

The CHAIRMAN. Ms. Titus, you are recognized.

Ms. Titus. Thank you, Mr. Chairman.

Thank you, Mr. Secretary. I have a couple of issues. I will just
throw them all out there and then ask you if you would please ad-
dress them.
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First and foremost, the appeals process, you heard it said so
many times that I see this as a new tsunami that we need to try
to address before it continues to get worse. And your figures are
pretty compelling and that argument 440,000 currently taking 25
years. And I appreciate very much that you have given us a chart
to simplify this process and that you have asked for additional re-
sources.

I would ask you, though, of those 300 additional FTE, I think it
is called non-related workload, how many of them will actually be
our workforce? How many of them will actually be working on ap-
peals and also when can we expect to get some specifics about the
legislative changes that need—we need to make?

We talked and I appreciated that. And I have also reached out
to the VSOs to say give us your recommendations because we need
to get busy on the legislative side. And so we need some specifics
on that.

The second thing I would ask you about is the medical research.
You have in the budget $663 million which is an increase of about
$33 million for medical research. And we have talked about this be-
fore, the need to do research on medical marijuana as an option.
And I would ask you if any of that is scheduled to go for medical
marijuana research and, if not, if we could work together to try to
make that happen.

And then third, and this is something that is happening in my
district, and I have brought it up before, about veterans’ nursing
homes. I realize that the VA provides grant money to the states,
and then the states, through Medicare or Medicaid, are then re-
sponsible for them. But I wish we could look for some way for the
VA to have a little more oversight of those nursing homes because
some of them just really aren’t operating up to standard and the
VA doesn’t seem to go back and check on them very often. And I
wondered if there was somewhere that could go in the budget.

So those would just be my three areas of interest right now.

Secretary McDONALD. We will take them one at a time. We will
start with appeals. Let me get some facts out on the table. So about
11 to 12 percent of veterans appeal their decision. Of that 11 to 12
percent, if you took the percentage of total, about two percent of
veterans, two to three percent are responsible for about 45 percent
of the appeals. So what is happening is you have people appealing
and appealing and appealing. Some have appealed for 80 times.
Some have appealed for multiple years.

We have had conversations with the veteran service organiza-
tions about what the change in law would look like, and we shared
some thoughts yesterday with the Ranking Member and the Chair-
man. And this is going to take a team effort, and so we are going
to have to all get together and decide what the change in law is.

We put a strawman in our budget proposal, but, again, it is just
a strawman for people to react to. And we will be working that col-
laboratively over the time.

You asked how many people. Danny, how many people?

Mr. PuMmMILL. The Congresswoman—for fiscal year 2016, you
gave us 730 people to add to our non-rating work load, and we part
a large number of those into the appeal process on the VBA side.
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We have an additional 300—we actually hired them in 2015, so we
get them hired and trained up to be ready to go in 2016.

The next batch, the 300, we are going to put 100 into appeals.
On the other side, and the Board of Veterans Appeals, their budget
was increased by $46 million, and they are going to increase the
Hunﬁ)er of judges and appellate people they have on their side to

o that.

So the combination with the increased budget at the VBA, the
increased people they are going to put on the job, the extra people
that we are going to put on—on the VBA side, and if we can get
some kind of reform, all that combined together, we think we can
attack this problem and solve it.

Medical marijuana I will let David handle.

Dr. SHULKIN. Yeah, Congresswoman, I am not aware that VA is
doing any research right now on the medical impact of medical
marijuana. I would be glad to work with you on that issue. It is
an important issue right now. We are not doing that.

On the state nursing homes, VA, as you know, funds this
through a matching program, but does not have the responsibility
for quality oversight. All that we have right now is a annual in-
spection. Again, if there are specific concerns on that, and you
think that we should have a more active role in that, be glad to
work with you on that.

Ms. Trrus. Well, thank you. I appreciate that. I would like to
look at that. And I also think that as more and more states legalize
medical marijuana and veterans do not have that as an option, we
need to look at that, and if you think we need more testing—which
I agree with—then we should be doing that testing.

And as for the appeals, we have got to get a legislative solution.
Now, you can’t just keep putting more people and and more money.
That 1s not going to solve it. So Dr. Abraham and I are on that
Subcommittee for disability. I appreciate working with him, and
please keep us in the loop as you come with some of these sugges-
tions, I would say.

Secretary MCDONALD. Yes, ma’am, and as you know in my testi-
mony, I actually talked about reducing the number of employees
once we get this resolved with the law. Thank you.

Ms. Trtus. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Dr. Roe, if you would yield just for a moment,
Ms. Brown has a question.

Ms. BROWN. Yeah, I have a question to the Secretary. My under-
standing under the medical marijuana, we, in Congress, prohibit
you all from doing anything. Is that correct?

Secretary McDONALD. We are not allowed to prescribe medical
marijuana. We can have—our doctors are permitted to have discus-
sions with their patients in states where medical marijuana is legal
about the use of medical marijuana, but we cannot prescribe it as
an agency of the federal government.

Ms. BROWN. Thank you. I yield back.

Secretary McDoONALD. Dr. Roe.

Mr. ROE. Yes and just for the record, on the medical marijuana
issue, it is a sore spot with me. It ought to be studied like any
other chemical, and it has not been. And you know, “I feel good,”
is not science. That’s how you feel.
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And so I think we need to study it like any other chemical. I to-
tally agree that it is not science based. And so there is no science
right now. I just reviewed this whole business of medical mari-
juana. There 1s no science about the medical marijuana benefit. So
anyway, that is a different issue.

I wanted to bring up just a couple things very quickly to—a
study was published just about three or four days ago that showed
that death rates and re-admissions at VA hospitals for heart at-
tacks, heart failure, and pneumonia were similar—it was in the
JAMA—were similar, almost identical, to the private sector.

So I think it speaks that the quality of care the veterans get once
they are in is comparable to the outside, and I think that is a shout
out, and I think that is science right there. I think that what we
need to do is make it easier. Obviously—and you are trying to, I
think, Mrs. Secretary, for veterans to access the care there. So I
think once they are in the system, the care is comparable. At least
this study in JAMA definitely showed that.

Just two or three things I would like to talk about. One is home-
lessness. That is something to me, I think it has been an emphasis
of mine since I have been here. I want to have you comment a little
bit on that.

I think you mentioned about principal care, and I would just
think that is putting the patient first. And that is what this nurse
did, that is what nurses do. It is what doctors have done forever.
And I think the system has prevented that sometimes from hap-
pening. And I think it is a shout out to this nurse, who just did
not care what the system was. She cared about her patient. And
I think that is what we need to have. That attitude needs to come
from the top down, and I think it is beginning to.

So, first start with homelessness. We have discussed the dis-
ability backlog. Obviously, it is better than when I came seven
years ago. There were a million claims when I came here and first
sat on this Committee, so.

And the last thing I want to talk about is, I think it is critical
for the long-term future of the VA, is the implementation of the VA
residency programs and make sure we do that right. So I will stop.

Secretary McDONALD. I will start with homelessness and David
can deal with the medical issues. On homelessness, we are making
progress. I mean, homelessness, veteran homelessness, is down 36
percent since 2010. Unsheltered veteran homelessness is down 50
percent. That is all good. But we are getting to the point now
where we literally know the veterans who are homeless by name.
We literally know them by name. And as the Chairman said, and
I appreciated his comment, the work that we have done in Los An-
geles is largely about homelessness, because Los Angeles compared
to other cities around the country is the place where there is vir-
tually twice as many as you would find elsewhere. I mean, some
of the cities who have claimed an end to homelessness have housed
the number of people over a year that Los Angeles has to house
in a month. I mean, it is that big of a problem.

And we were prohibited on our campus from doing extended-use
leasing, which we do. We work with partners, private sector part-
ners, who build residences for us. We have one in Palo—or Menlo
Park, which is just, you know, not far from Los Angeles. So as soon
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as we get that legislation, we are going to be working very, very
quickly. Our master plan has a commitment for 1,200 beds in Los
Angeles.

After Los Angeles it is San Diego. And what we are finding is
the areas we need to work—and I will be quick about this—number
one, is we need landlords to rent for the HUD VASH voucher
amount, or we need to change the HUD VASH voucher amount. In
Los Angeles, we have changed the amount twice.

Number two, we need developers willing to build these buildings
for us, willing to get a rate of return on housing these homeless
veterans. Number three, having the caseworkers to do the wrap-
around cure. We hired about 300 for Los Angeles.

So we are making progress, but there is still a lot of work that
needs to be done.

Mr. ROE. What you pointed out is, is what we found, is the hous-
ing stock.

Secretary MCDONALD. Yes.

Mr. ROE. And if you have a chance to visit, we will take you by
some developers who have accepted what the HUD VASH Voucher
pays and provide that housing stock.

Secretary McDONALD. Love to do that.

Dr. SHULKIN. Dr. Roe, I would just say I am very impressed that
you are able to keep up with the medical literature. The study that
you referred to in the Journal of the Medical Association was just
released yesterday. It actually showed that VA has statistically bet-
ter mortality for acute myocardial infarction and for congestive
heart failure than the private sector, which I think has surprised
a lot of people, but it does not surprise us, because consistently, VA
has had either equal or better performance when it comes to mor-
tality compared to the private sector. So thank you.

Mr. ROE. I yield back.

The CHAIRMAN. Another interesting statistic in L.A. is they are
at one percent, I think the number was, vacancy rate. I mean, it
is astronomical. There just isn’t anything there to be rented out,
and that is why this master plan, I think, is so critical. Mr.
O’Rourke, you are recognized.

Mr. O'ROURKE. Thank you, Mr. Chairman. And Mr. Secretary, I
would like to thank you and your team for the presentation today
and all of the work that you have contributed to improving access
to care for our veterans, and all the other responsibilities within
your purview.

I want to, in addition, commend you for the focus on mental
health access and treating veteran suicide like the crisis that it is,
and meeting that crisis with a sense of urgency. So the $7.8 billion
to improve mental health access is certainly welcomed.

I would ask that in addition to your comments, that it be a
standalone priority within the VA, much the way reducing veterans
homelessness is a standalone priority, I think veteran suicide is
just that serious, and we still are in a crisis. And I think articu-
lating that from the very top that this is, in addition to overall ac-
cess to better health care, physical and mental, reducing veteran
suicide is a priority. I think the more we say that, the more we act
on that, the more we follow through, the better outcomes, the fewer
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deaths. This is wholly preventable, and I just, again want to thank
you.

Secretary MCDONALD. Congressman O’Rourke made a suggestion
to us when we met and went through our 12 priorities for the year
to call out vet suicide prevention. We had it there, but we did not
have it called out as explicitly, and we have changed that. So we
thought it was a good suggestion. We do listen, and we do look for
your comments. So we do try to improve.

Mr. O'ROURKE. Thank you. I really appreciate that. On that
same note, we know that access—I think we know, I certainly feel
this way—that access to mental health is connected to successful
suicide prevention and treatment for those who have suicidal idea-
tion.

As you know, in El Paso, but throughout the country, we have
critically underserved areas when it comes to mental health. To use
El Paso as an example, we have the same mental health staffing
today that we did in September of 2014, when we really became
aware of how critical the crisis was in El Paso. And I know that
Dr. Shulkin and Gail Graham, the interim director, Brian Olden,
had a mental health in El Paso, are all doing amazing work, and
yet it is not working.

And I want to know what we are going to do to elevate it beyond
where you are today to recruit those providers to underserved com-
munities like El Paso. Because I know that those providers will
prevent suicides. They will save lives if we can get them in our
communities. So what additional flexibility do you need to pay
them more, to forgive more of their medical school debt, bonuses
to retain them in place if they are performing according to the
standards that we have set for them?

And what can we do to implement the very exciting proposal that
Dr. Shulkin presented in October, which would have us leverage
partnerships for what I would call non-VA core competencies, and
elevate those conditions like PT'SD and traumatic brain injury that
are uniquely connected to combat and service?

So don’t hire the podiatrist to know, you know—no offense to po-
diatrists and people with issues like that—but that can be seen in
the community. I am sorry, Brad. But that psychiatrist, we are
going to focus almost mono-maniacally on getting that psychiatrist
into our medical centers to the exclusion of some other types of pro-
viders whose capacity is already represented in the community.

Secretary MCDONALD. You know, I think, as we have worked to-
gether on our relationship with the local medical school in El Paso,
to me, the top priority has got to be getting more residencies in
there for mental health. There is just no question about that.

David and I have talked that as we put these residencies out,
mental health, primary care have got to be some of our top prior-
ities, and then making sure those people locate in the rural areas
where we need them.

We are fortunate in a way that we don’t have the issues that the
private sector has with mental health where the CEO of Massachu-
setts General told me every mental health patient that walks in
the door, he loses $100. We don’t have that. So we can get mental
health professionals working for us. We need to have the
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residencies and then need to work with the medical schools to cre-
ate the throughput.

And then I think what we are going to need to do—we do have
some flexibility on reimbursement of medical school debt, and we
do have flexibility on incenting people locating in rural areas. But
I think if we could make that even more, that would be helpful,
and we will come back to you with specifics on that.

Mr. O’'ROURKE. I would appreciate a specific request, a level to
which you need flexibility to bring these much-needed providers in
underserved communities.

Dr. SHULKIN. I also just want to thank you for your efforts.
Through your efforts, we have worked with Texas Tech to be able
to recruit additional psychiatrists into working in the VA.

Very important to work with the community. We can’t—as you
know, we have 116 openings in El Paso. We have only been able
to fill 91; 21 percent vacancy rate. So we need to work with private
partners.

I also want to thank you for your offer to go out and help us re-
cruit. And I am going to take you up on that offer. We are going
to go out and we are going to recruit together. But we need
everybody’s help to let people know that if you are a mental health
professional, the VA needs you. We want you. There are jobs avail-
able. Please come and work with us.

Mr. ROE. Thank you, appreciate that. Thank you, Mr. Chairman.

The CHAIRMAN. Dr. Benishek, you are recognized.

Mr. BENISHEK. Thank you, Mr. Chairman. Well, good to see you
all again. I got a couple things I want to touch on. One is a sort
of a specific item that came up to me yesterday, frankly. I had
the—oh, no, the third-party administrator—Health Net, their rep-
resentative come in to talk to me yesterday. And I asked them, you
know, what are some of the problems with implementing the access
in the community?

And one of the surprising things that she, the representative,
told me that a lot of the cases, they have a hard time discerning
what the VA wants for a provider. And that is because, apparently,
the person who is actually making the consultation writes a brief
note like, I need a thoracic surgeon for a thoracic aortic aneurysm.
But by the time the third-party administrator gets it, it is a 30-
page thing that they have to get a professional in there to kind of
read through the 30 pages.

Apparently, once the physician makes the request, some other
bureaucrat gets hold of that request, adds a lot of the record to it,
and they tell me that is a major delay in getting people to the right
person.

So I do not know how much you are familiar with that, maybe
Dr. Shulkin is. But can you just please address that to me and see
what you can do to fix that problem?

Dr. SHULKIN. Yes. I think the process is very complex, and so we
were meeting with the same person you probably were from Health
Net the other night in the Secretary’s office, and what we agree is,
is that we need to be together doing this. And, in fact, we have
started pilots throughout the country where we embed the staff
from the DBA with the VA people, so it is not phone calls and
faxes, but doing this together. So—
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Mr. BENISHEK. Right. Well—

Dr. SHULKIN [continued]. You are correct.

Mr. BENISHEK. I just want to—that’s one of the concerns I had
with a third-party administrator is all of a sudden we got two bu-
reaucracies now. We have the VA bureaucracy, and we have the
third-party administrator bureaucracy. And this is a communica-
tion issue between the two of them. I don’t know what the solution
is, if it is better to have an outside bureaucracy, a private sector
bureaucracy, or the VA bureaucracy. But having the two of them—

Secretary MCDONALD. No. I think the solution is treat them as
one, and then use Lean Six Sigma to go through and lean the proc-
gss, so it becomes very linear. And that is what we are going to

0.

Mr. BENISHEK. Well, that sounds pretty technical, and I don’t un-
derstand what it—

Secretary MCDONALD. It is what business people do every day.

Mr. BENISHEK [continued].—what it means. Let me just go into
one more thing, and then I want to change the pitch a little bit.
The Chairman mentioned in his opening comments about Mr. Gib-
son’s frustration with a process that occurred, apparently, in Al-
bany for a medical director that was attempted to be disciplined in
some manner and then got thwarted by the courts. Can you kind
of tell us more about that, because I want to be sure that you have
the tools necessary to do the appropriate discipline. That is what
we are talking about all the time.

So what went wrong there? What is the story? Is there some-
thing we need to do? Can you kind of go into that a little bit more?
I am just not familiar enough with it.

Secretary McDONALD. The Chairman was talking about three
particular instances, where Deputy Secretary Gibson, as the decid-
ing authority, decided certain punishment as it pertains to three
senior executive service employees. Those three appealed to the
Merit System Protection Board. And in each of the three cases, the
Merit System Protection Board—well, it is hard to generalize for
the three, but basically in two of the cases, they said it looks like
what he said was right, that they lacked judgment in what they
did, but they vacated the punishment because we didn’t punish
more people than just them.

And what Deputy Secretary Gibson said, and we agree, is that
it seemed less like the Merit System Protection Board judges didn’t
understand the intent of Congress or our intent, in punishing those
employees. As a result of that, we had a discussion last night with
the Chairman and the Ranking Member about an idea we had. It
was actually Deputy Secretary Gibson’s idea that we make all VA
employees Title 38, so that—because we are like a business, we
happen to be a—if we were a company, we would be a Fortune 6
company—treat everybody in VA as a Title 38 employee, which
would give us more flexibility in terms of paying them competi-
tively in the medical community, as well as giving us greater flexi-
bility in disciplining them without all of the things that happen
with the senior executive service.

So we have put that proposal forward. We have to do a lot more
work on it. It is just preliminary. But we are going to work with
the Chairman and the Ranking Member to do that.
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The CHAIRMAN. Thank you, Mr. Secretary. And if I could, Mr.
Secretary, a point of clarification, it is not all VA employees under
Title 38, but the SES level. Because I—

Secretary MCDONALD. I am sorry, yes, sir. You are right.

The CHAIRMAN [continued]. You just lit a fire that—

Secretary MCDONALD. No, I did—Mr. Chairman, thank you for
covering my back.

The CHAIRMAN [continued]. Anything I can do for you, Mr. Sec-
retary. Ms. Kuster, you are recognized, and I apologize for missing
you before.

Ms. KUSTER. That is all right. Thank you very much, Mr. Chair.
And thank you to the team here today for presenting the budget
in such a coherent way. We appreciate it. I just wanted to follow
up on Mr. Takano’s line of questions and just to give a shout out
to Mr. Coffman and the Oversight and Investigation Subcommittee.
We are going to be doing a regional hearing in New Hampshire on
the 4th of March with the folks from White River Junction VA
about the alternative remedies that they are using for to avoid—
to bring down—the opiate prescriptions, and I think we will be in-
troducing legislation on best practices and moving that across the
VA.

And my hope would be that the VA, frankly, can be a leader na-
tionally in bringing a bend in the curve on this opiate crisis. One
of the things that we have learned in New Hampshire is that four
out of five of our heroin addicts, where we have been particularly
hard hit—400 deaths last year—started on prescription medica-
tions. So we are really focused on that generally.

But also four out of five have co-occurring mental health dis-
orders. And so my questions, along with Congressman O’Rourke,
are how we can bring more treatment, mental health treatment, in
the VA to the rural areas. And maybe we could consider legislation
not just for physicians, but for therapists to encourage them to
come to rural areas by alleviating their school debt. So that is one
issue.

The other issue, and just focusing in on these evidence-based al-
ternative therapies, I know that one of the problems we have—and
this goes to, actually, from the Affordable Care Act—using pain as
a fifth vital sign and adds an indicator of quality.

Again, our bipartisan task force is working across the aisle. I am
working with Representative Mooney from West Virginia on this.
Is there anything in the VA where you are still using pain manage-
ment as an indicator of quality that might be encouraging pre-
scribers to use too much opiates, and can we help to turn that
around? And would spreading these best practices help? And I will
end there.

Secretary MCDONALD. Let me deal with the rural area medical
infrastructure first. We had an interagency task force meeting on
rural poverty, and the President was there, Sylvia Burwell, who is
the Secretary of HHS, Tom Vilsack, Secretary of Agriculture. And
we had a long discussion about this medical infrastructure. I really
do think there is a big opportunity to improve the medical infra-
structure in rural areas.

I know as a former CEO, when I would decide to put a plant
somewhere, you look for infrastructure. You look for roads. You
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look for electricity. You look for water. You also look for medical
care.

And so we had a discussion about this, and many of the ideas
that we have talked about, I think are actionable for us, because
VA trains 70 percent of the doctors in the country.

Ms. KUSTER. Right.

Secretary MCDONALD. So we need the residency slots. Then we
need to work with the schools to create the residency training, be-
cause obviously, it is difficult to create that kind of training pro-
gram and frequency in a rural area, given its location. So this is
a ripe area for us to work together, I think, to really help our coun-
try. Ask David on the opioids.

Dr. SHULKIN. Yeah, Congresswoman, I appreciate you bringing
this attention again on this issue of opioid misuse and what we can
do. VA has already begun to address this, but it has a lot more to
do. As I said, we have 16,000 fewer veterans today taking opioids.
We are using routine urine tox screens to identify people who are
taking multiple drugs. Because you are correct about the
comorbidities of mental illness.

We have started what is called academic detailing, which means
that rather than going and talking to doctors about how to use
drugs like the pharmaceutical industry, we actually try and teach
about the appropriate use of drugs and how they can avoid and use
alternatives to opioids.

So we do see VA as a national leader in this. We do think we
need to do more. We are focused on this. We are looking forward
to that hearing and seeing what else we can do.

Ms. KUSTER. Well, and just quickly, I am the co-chair of a bipar-
tisan task force on ending the heroin epidemic, and we would love
to work with you, maybe some kind of a national panel/symposium,
on how we can use the lessons from the VA to help civilian-side
prescribing habits, so. Thank you very much. I yield back.

The CHAIRMAN. Mr. Huelskamp, you are recognized.

Mr. HUELSKAMP. Thank you, Mr. Chairman. I appreciate the
topic of consideration today. And Mr. Secretary, I appreciate the
visit to my office yesterday, and I particularly was pleased by your
continued commitment to work to make Veterans Choice perma-
nent. And I think that is a critical item that we do need to pass.

And we discussed a number of things, and I would like first to
ask Dr. Shulkin to follow up on one thing we talked about that—
you know, I have 70 community hospitals and about 1,000 other
providers now in the network for Choice. You have announcement,
I guess, of a way we can reduce the paperwork and simplify some
of that process for our providers?

Dr. SHULKIN. In terms of getting them paid?

Mr. HUELSKAMP. Yes, and some—

Dr. SHULKIN. Yes, yes.

Mr. HUELSKAMP [continued].—of the paperwork mandates that
you had when you first implemented Choice.

Dr. SHULKIN. Right. Yes. Having spent my life trying to get paid
for managed care companies, I am very sensitive to this. I believe
that if you treat our veterans, you deserve to get paid and paid
timely.
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So we are—the major thing that we can do—and we will do this
in the next two to three weeks—is—we will de-couple the require-
ment to submit all the medical records in order to get paid.

So, in other words, if you have a authorized claim, or an author-
ized claim that has been submitted to us, we will pay you and not
require that you have to give us all of the medical records first.
That will bring our payment rates up by almost 20 percent above
where they are now.

Mr. HUELSKAMP. And that will be implemented when?

Dr. SHULKIN. We are waiting for final contracting approval with-
in VA, we hope within two weeks.

Mr. HUELSKAMP. All right.

Secretary MCDONALD. That is the best practice in the private
sector.

Mr. HUELSKAMP. Absolutely. And I appreciate that. Again, I have
a lot of providers, 70 community hospitals, and they want to help.
And they also would like to get paid, and they also would like to
cut through the paperwork. So I appreciate that.

The other question is—I would like to mention that I know Mr.
Pummill had mentioned, I think it was at a hearing late last year,
he said it was almost impossible to discipline most VA employees.
Ailld?Mr. Secretary, do you agree with that statement, and if not,
why?

Secretary MCDONALD. I wasn’t at the hearing, so I think the so-
lution that we have talked about for SES employees is, for me, the,
you know, the answer to the question. We have terminated about
2,600 employees. That does include the expiring of probationary pe-
riods. We have 20 employees from ten locations that have been dis-
ciplined for scheduling errors.

So, I guess, I would not agree with your statement, Danny. I
don’t know the context of it. But I would like to move forward on
exploring what we need to do to get our discipline for SES employ-
ees effected.

Mr. HUELSKAMP. So, Mr. Pummill, could you explain—expand on
that? And do you think the proposed legislative change would fix
the issue? We do have—I believe we do have a problem.

Mr. PumMILL. I still stand by my statement that I made last
time. I made it in the context that it is too hard. It takes a lot of
time, a lot of effort, a lot of money. Time, effort, and money that
should be used taking care of veterans to follow rigid rules and pro-
cedures and policies.

I do think what the Secretary has proposed with the Title 38
with the SES would go a long way, not just to helping us hire bet-
ter people, but with the long-term disciplining of people out there.
That is a good start. But I also agree with the Secretary that we
have got to concentrate on this budget and move forward and get
going on stuff.

Mr. HUELSKAMP. Absolutely. And the Secretary and I talked
about the VA Accountability Act, and there are some provisions in
there definitely would help that, if the Senate would move forward,
and the Administration could be supportive of that.

And one of the things we talked about in the last month in the
Committee is, when I discovered—maybe the rest of the Com-
mittee—about the individuals in Phoenix were on 600 days of paid
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leave. I thought we were going to fix that situation. Their paid
leave is over, but they are now working for the VA again. And if
we can’t fix that situation, can you explain, Mr. Secretary, of how
folks that I think we all agreed would not be working for the VA.
You know, 600 paid days and at the end of the day, are still work-
ing at the VA and other—

Secretary MCDONALD. Yes, sir. Well, you recall in the testimony
Sloane Gibson gave, Deputy Secretary, he said that we were going
to change our policy. That the policy of waiting for the IG inves-
tigation to be over was taking us much too long. So we are now
doing our own investigations and bringing charges much more
quickly.

In the case of those individuals in Phoenix, we expect within the
next couple of weeks, you will be hearing something about that. We
are wrapping that up.

Mr. HUELSKAMP. And that—those were the folks that were on
paid leave. Are the other two folks that—are these the ones that
targeted the whistleblowers?

Secretary MCDONALD. There were two people in question who
were on administrative leave. We have brought them back to work.
In fact, immediately after that hearing, we brought them back to
work, and they are now working in the VISN headquarters. And
there is a third individual that was part of the investigation who
is currently working within the facility.

Mr. HUELSKAMP. Thank you, Mr. Chairman, I yield back.

The CHAIRMAN. Mr. Walz, you are recognized.

Mr. WaLz. Thank you, Chairman. Mr. Secretary, thank you to
you and your team, for the work you do and we are just—I know
it is early here and we are still parsing through the budget, but
we all know budgets are more than just finances; it is a moral doc-
ument that reflects our values. And so when you bring these issues
to us, we are trying to find, and each of us is pulling out, things
that are important, are important to our veterans. And I know that
I do not want to over-simplify, but that is exactly what I will do.
But this issue keeps coming back on, on opiate addiction and some
of those, and it ties in closely to the issue Mr. O’'Rourke and Ms.
Kuster talked about that they are all interconnected on mental
health piece on suicides and things.

I think you heard, and I point this out, one of the root causes
of opiate and opiate addiction is pain as the systemic cause. And
I bring this up because you are hearing this—and I am going to
reflect a little frustration, that we are always seeing someone as
being reactive. Here, we were proactive. Eight years ago, the best
minds out in the private sector dealing with pain management put
together and passed, we did it here, the VA Pain Management
Care Act. And it was meant to be the best practices step tiered,
and it was all aimed at treating the pain and reducing—because
I think just showing opiate numbers, sometimes people need that.
And I think just showing a reduction, I have got people calling my
office who there is nothing in between. They are off and on. So it
is more complex than that. And we put this thing into place, and
a year ago, I guess it was not quite a year, in June last year, Dr.
Clancy testified, it was never fully implemented. And it expired
and was not reauthorized. And I asked at that time to get a full
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accounting of that because it was already three months before that
I had asked. I have never received an answer. This was a bill that
Congress passed proactively, addressing what smart people outside
of there and in here crafted together to prevent this very thing we
are seeing now. And so I come—I know you are doing it. I know
that was a different world, that was not you, that was not your
admin—I point it out though, because I think at the risk of the
frustration of the American people, we want to fully fund what you
need to do this.

And this Congress passed and funded the Vet Pain Management
Act that people out there still believe is the best way to reduce
opium addiction. Never implemented, no answer why, expired,
business as usual.

Secretary McDoONALD. We'll get you that accounting back, that
reconciliation back. It is my sense, Congressman Walz, that many
of the things that were in that bill we are implementing.

Mr. WALZ. I think you are too. I believe that.

Secretary McDONALD. But we owe you an accounting back as to
what we are doing and what we are not doing and why, but my
sense is—we are doing a lot of that.

Mr. WALZ. I think that—

Secretary McDONALD. These were all good best practices.

Mr. WALZ [continued]. Yeah, I think so. And my guess is you are
exactly right. I think it is probably happening. But there is a dis-
connect between that, the private sector pain management experts,
and this goes into device manufacturers that are coming up with
things to block this. I mean, you know more about this, Dr.
Shulkin, than I do. These folks come to me and the disconnect back
here to Congress and then I think some of us who have been here,
we are going to see well-meaning members who come here, and
they are going to tackle an issue that we have already tackled
once, or we have done it again, and then that is that reinventing
the wheel that, in a budget, I do not want to see any of those re-
sources not go to exactly what you need them for. So I certainly
do not want to say that they were not being enacted.

Secretary MCDONALD. The only thing I would add to that is in
the different conferences I have spoke at, and the different medical
schools where I have spoken, there’s a clear need of the faculty to
do a better job teaching pain management. There just has not been
enough training in medical school—

Mr. WALz. That is right.

Secretary MCDONALD [continued].—in pain management.

Mr. WALZ. And private sector.

Secretary McDONALD. We are trying to go upstream and get
some of these things dealt with strategically rather than just the
what happens now—

Mr. WALz. We treat addiction after it is there, good luck.

Secretary McDONALD. Right.

Mr. WaLz. We all know what that goes. We know recidivism
rates. We know everything else and all of the heartache and the
destruction of lives that go with it. That is why this was imple-
mented to track these people through from the very beginning with
a case manager on pain and that. And so if you would take a look
at that, I would appreciate it. I think we would come back—and
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I know you're doing this, I know there is experts in this, but I am
hearing it from the outside that we have really missed an oppor-
tunity to get on the front end. And maybe I will segue into that
implementation the Clay Hunt Act. I know you talked about it at
the conference, I know it is real, I think Mr. O’'Rourke is pointing
out what is right. I know in this case that the commitment from
the VA is there to get this on the forefront. I do think it is impor-
tant to keep mentioning that, that it is a priority. It is out there.
We are implementing. And we are going to see what happens with
that. I will leave with my last comment on this and this is just,
I guess, the Agent Orange Act expired. I am not convinced all the
research is in yet, but it is what it is. You still have the ability on
presumptions. Where does that fall into this because we know what
happens. When something is added on this, it all ties together with
case backlogs, Nemer (?) and everything else, so—

Secretary McDONALD. One of the things I have tried to do as sec-
retary in my twenty-some months so far is to look at a lot of these
things that have lingered for some period of time. The Chairman
was kind to mention the five-year-old lawsuit we had in Los Ange-
les that was paralyzing our ability to do things on our campus
there—our 388-acre campus there. So I have taken a look at a
number of these things. C-123 Agent Orange, reservists literally
scraping out the residue of Agent Orange from these airplanes.
And I have put in place a more liberal interpretation which gets
those veterans the presumptive cares that they need.

I have done the same thing with the presumptions around Camp
Lejeune, where we have included eight presumptions for Marines
at Camp Lejeune. I just took a look at Bluewater Navy, I went
back through the Institute of Medicine study. I also went through
the Australian study, and it was my point of view that the science
does not exist yet to do a presumptive for Bluewater Navy.

Mr. WALz, My time is going to be up, Mr. Secretary, and I want
to thank you for all those that might—I guess, maybe do you need
the Act to further the science? See that is my fear, that the Act—

Secretary MCDONALD. No, I do not think so. In fact, what we did
with the Bluewater Navy is, we didn’t want to just say no, so what
we have done is we have formed groups there to go out and do the
research to discover whether or not we should create presumptions
for Bluewater Navy.

Mr. WALZ. And I am grateful for that. I yield back. Thank you,
Mr. Chairman.

The CHAIRMAN. Thank you very much. Mr. Walz ate up one
minute of your time, Mr. Coffman. So you are recognized five min-
utes.

Mr. CorFMAN. Thank you, Mr. Chairman. And Mr. Secretary,
thank you so much for stopping by my office yesterday to brief me
personally on the budget. Congressman Lamborn asked about the
IG report on Colorado Springs and asked the status of the manager
that was removed. And there was not an answer given to that, so
let me follow up with that. What is the status of the manager that
was removed?

Dr. SHULKIN. Congressman, my understanding is, as the Sec-
retary had said earlier, that we have replaced the supervisor who
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was responsible for the scheduling. That person went to work in
another part of the facility.

Mr. CorrMAN. What disciplinary action did they receive?

Dr. SHULKIN. I am not aware that there was a specific discipli-
nary action for that individual.

Mr. COFFMAN. Mr. Secretary, don’t you think that is a problem?

Secretary McDoONALD. Not the way I read the IG report, Con-
gressman. | think if you look at the IG report, the IG report does
not call out anyone for malfeasance. What it does indicate is, num-
ber one, we didn’t train the people properly.

Mr. CorFrMAN. Who was responsible for that?

Secretary McDONALD. Well, the leader is always responsible.

Mr. CoFrMaN. Well, then why weren’t they held accountable?

Secretary McDONALD. Well, they are held accountable. They are
held accountable on their performance review, that doesn’t nec-
essarily mean they get fired.

Mr. CoFFMAN. Or disci—

Secretary McDONALD. Firing doesn’t lead to—

Mr. COFFMAN [continued]. Or disciplined.

Secretary MCDONALD [continued].—excellence in an

Mr. COFFMAN [continued]. Or disciplined.

Secretary MCDONALD [continued].—organization.

Well, discipline occurs on many different levels. I mean—

Mr. CorrFrMAN. Well, I would like to know specifically what dis-
cipline is.

Secretary McDoONALD. Well, we will get back to you. We will get
back to you on how it was handled.

Mr. CorrMAN. Thank you. When you mentioned Title 38 on the
SES, what percent of the workforce would that apply to?

Secretary McDONALD. Well, SES is about 540 or so individuals
of a total of about 360,000.

Mr. CoFFMAN. So what about—

Secretary MCDONALD. They are the senior leaders of the organi-
zation.

Mr. CorFMAN. And what reforms are you putting forward, best
professional judgment, given the fact that you came from the pri-
vate sector, what personnel reforms are you putting in for the oth-
ers, for the rank and file?

Secretary MCDONALD. Yeah. Right now, as I told you, we are
training the organization in mission and values and leadership. We
have taken over 12,000 people and trained them. These training
sessions are cascading throughout the organization.

Mr. COFFMAN. So there are no reforms in terms of—

Secretary McDONALD. I have not had—

Mr. COFFMAN [continued].—making it easier to let poor per-
formers go? You are not putting any reforms in that direction?

Secretary McDoONALD. We have let 2,600 people go.

Mr. CoFFMAN. Okay. We had, I think it was, House Resolution
280, that came before the Congress. And we had testimony from
your staff that you were neutral on that. Let me explain what that
does. One of the biggest scandals the VA has had is on the appoint-
ment wait times. And I think that that corruption was fed through
bonus money, was fueled through bonus money to bring those
down. And yet, we have had legislation before us that your office
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is neutral on, that says that you ought to have the ability to claw
back bonuses when they are fraudulently given. The only way that
you can currently claw back bonuses under existing law is if it is
administratively given to the wrong person, and for no other rea-
son. Why would you be neutral on such a simple reform like that?

Secretary McDONALD. Well, bonus spending across the VA is
down, and down dramatically. In 2015—

Mr. CorFrMAN. That’s not the—

Secretary MCDONALD [continued].—total VA spending for all the
work categories—

Mr. COFFMAN. Sure. But why would you—somebody who fraudu-
lently received a bonus, why would you not demand that the tax-
payers and the veterans get that back?

Secretary MCDONALD. A reduction of $19 million, it was 7 per-
cent below the previous year. And here’s a graph that shows you
the reduction in bonus spending. And as I have laid out for the
Chairman a couple of times, we are—

Mr. COFFMAN. So you are okay. Let me get this straight. You are
okay with somebody who has got a bonus, even though it has been
proven that they should have never got that bonus because their
conduct, that was fraudulent in receiving that bonus, like under
the appointment wait times. So what you are saying by not sup-
porting that legislation is you are okay with that.

Secretary MCDONALD. I'm working on the future, not the past.

Mr. CoFrFMAN. Well, you are, how?

Secretary McDONALD. The future is about making sure people
are given performance awards that measure what they do, and that
is why we are bringing the bonus totals down for the department.
And that is why we are putting the—we are relatively rating peo-
ple consistent with the best practices in the private sector.

Mr. CorFMAN. We had Glenn Haggstrom who—a billion dollars
over budget in the Aurora VA Hospital, retired just right before he
was supposed to be interviewed by the IAB. We just had Dr.
Schinazi retire just before—just after the story broke about the hep
C problem where he was a researcher with VA, helped develop the
drug there. And then took that intellectual property, created a pri-
vate entity, where VA did business with that private entity. And
he retired. I mean, what is going on? Here is the problem, that you
are saying great things here, but you are not attacking the heart
of the problem, and the heart of the problem is—we have a horrible
personnel system that allows this bureaucrat incompetence, that
allows this corruption to continue. Where are you on this?

Secretary McDONALD. Congressman Coffman, as I said earlier, 1
think if we can work on the reclassifying the SES, this Title 38,
that would be a big step forward. And, you know, as we have said
previously, you can’t fire your way to excellence. And it is my expe-
rience that we are taking—

Mr. CorrMAN. Well, that would be a good start.

Secretary MCDONALD [continued].—the right steps, we are taking
the right steps—

Mr. COFFMAN. It might be a good start.

Mr. McDONALD [continued]—to create a high performance orga-
nization.
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Mr. CorFMAN. I think firing incompetent people would be a good
start.

Secretary McDONALD. And by the way, I don’t think I have the
authority to claw back somebody’s bonus after they retire. If you
want that, you will have to change the law. I don’t write the laws.

Mr. CoFFMAN. Could port (?) the law and we have legislation—

Secretary MCDONALD. I don’t write the laws.

The CHAIRMAN. Thank you very much. And also to bring all the
members up to speed, we are working with the four corners on try-
ing to pre-conference and negotiate a lot of these issues. Both sides
are working collectively. The language that you referred to has
passed the House. We are trying to get our Senate colleagues to fol-
low us so that we can in fact change the law, so that for those who
have broken the law in particular and have been convicted, to give
you the ability, or your successor, to go in and claw that bonus
back. I think that is an important tool that we should focus on. You
don’t have that ability now. We found that out after Pittsburgh. I
think—was the Legionnaire’s issue there. Mr. McNerney?

Mr. McNERNEY. I thank the Chairman, and I thank you, Mr.
Secretary and your staff for your hard work on developing this
budget. I have some probe go (?) questions, if you don’t mind. The
Palo Alto VA is in my—it is not in my district, but a lot of my vet-
erans use that. And they provide excellent service, no doubt about
it. But it is in a very high-priced area. It is very expensive to live
in Palo Alto. And the commute there is murder. Do you have any
way to compensate for high cost areas for your employees? Because
they are going to be, you know, priced out of that office.

Secretary McDONALD. We do have some flexibility, sir, for loca-
tion premiums. I would argue it is not enough. And if we can do
what we talked about with Title 38 that would give us more flexi-
bility. The Palo Alto facility is one of our very best. Many of the
doctors there also teach at Stanford Medical School, and we do a
lot of research there. It is really an outstanding facility. It is prob-
ably one of our best Lean Six Sigma facilities in the country.

Mr. McNERNEY. I agree. Moving on. The VA has a construction
backlog that can last years. Of course, we have experienced that in
my district on the French Camp facility. Are you in support of pub-
lic-private partnerships or partnerships with local governments
where the state, for example, can pay part of the construction fees
and partner with the VA or the Corps of Engineers?

Secretary MCDONALD. We have done that in the past and that
is one of the reasons we are looking for the extended use leasing
on the Los Angeles campus.

Mr. McNERNEY. Have you found that to be a successful model?

Secretary McDONALD. Yes, in fact at Menlo Park, which is very
close to the Palo Alto campus, we have an extended use lease going
with a company called CoreRVA who built a building for aged vet-
erans, aging veterans, and we are leasing that building back from
them, or renting that building back from them.

Mr. McNERNEY. The last question has to do with the way vet-
erans use VA benefits. Do you track demographic data like gender
or ethnic group or economic class, in terms of how the benefits are
distributed?
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Mr. PumMILL. We have pretty extensive data, location, whether
or not they are married, the age of the veteran. I'm not sure if we
track economic, but everything else we pretty much have.

Mr. McNERNEY. Could that be made available to my office, that
information?

Mr. PuMMILL. Sure. We actually put out a book every year by
state with all that data. We can make sure you get a copy.

Mr. MCNERNEY. Okay. I mean, the plan that you put forth is am-
bitious. It is good. The VA needs to modernize, and I think every-
one on the Committee here is behind this effort. There is going to
be some disagreements, but my hat is off to your efforts and we are
going to try and support you the best we can. Mr. Chairman.

The CHAIRMAN. Ms. Walorski, you are recognized.

Ms. WALORSKI. Thank you, Mr. Chairman, and thank you, Mr.
Secretary, for being here today and bringing your team. And I just
wanted to say how thrilled I am to hear that you have made the
transition to the concept of running on principle and not just nec-
essarily on the bureaucratic rules in the VA because there are so
many. I look forward to that as it kind of winds out in my district.

Ms. Council, not to leave you out, I have been interested in this
issue with IT since I have been here in Congress. And I am just
curious, you are asking for—the VA is requesting $4.2 billion for
cutting-edge information technology. I have heard that probably
three times since I've been here, the additional billions of dollars
that have to go into this new cutting-edge technology. My first
question is just quickly how much of that money is going to be kept
for just maintaining the legacy systems we have, and then, how
mlfch gf that is actually being carved out for new cutting-edge tech-
nology?

Ms. CouNciL. I don’t have the breakdown, but I will get that to
you. What I will tell you is we have a large legacy issue that we
need to address. We are increasing our spend on security to $370
million, fully funding and fully resourcing our security capability.
In addition, we are putting in well over %50 million in creating a
data management backbone that we didn’t have and we have
added five new functions within the organization that will mod-
ernize the IT organization.

Ms. WALORSKI. Let me ask you this just quickly. So is this money
you're requesting, this $4.28 billion, is this going to take care then
of the maintenance of the legacy system and achieve the goals that
you are talking about right now, or are we going to be looking next
year at another 5 billion, another 6 billion? Is this take care of and
suffice to get the VA where you need to per the goals that you just
talked about?

Ms. CouNcCIL. Yes, it does.

Ms. WALORSKI. Okay. I appreciate that.

And, Secretary McDonald, I just wanted to again bring you up
to speed with what is happening in the state of Indiana, and I am
again asking that you come and visit our northern Indiana VISN.

You know, two of the things that continued to be an issue, and
for as fast as you are working to reform these things, and for the
footsteps that we are taking forward on reform, and we are, and
I appreciate that. You know, we still deal with an issue in our dis-
trict, it is probably not unlike anybody else in this country, but it
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really makes a difference in our district, is that all of our top-level
VISN executives have been promoted around the country and now
we are just not dealing with doctor shortages and nursing short-
ages, now we are dealing with administrative shortages. So when
a veteran exhausts all, you know, appeals and those processes, they
come to the Congressional office and they say will you help? And
they are at the end of their end. And now, as we have to get in-
volved, and now with Congressional inquiries and battling for the
sake of our veterans and trying to bring those mountains down, we
are going through temporary people that really aren’t really ac-
countable to anybody, and it really provides zero transparency then
as we tried to come and in good faith with the VA, try to figure
out where some of these mishaps are.

And I just want to give you the one example, because I am going
to need your help on this situation, is, I have got a veteran that
was in the appeals process for years, and it has been back and
forth, where the VA will say no, they will deny him, and then they
will come back and they will prove some point, and they will say
yes, they will say no, and they will say yes. This guy, in bad, bad
health, with serious heart complications and surgeries, is left hold-
ing a bag that now the VA says yes, we're going to pay the bill.
And the hospitals are coming back to him with interest. Over the
last four years, I have got a veteran right now responsible for
$10,000 of interest and this was never his fault. But I look at part
of that of saying can you help us mitigate that with the VA, num-
ber one. Number two, how long can we possibly and can the VA
possibly run with temporary administrators?

Secretary MCDONALD. If you could, Congresswoman, please get
me his name.

Ms. WALORSKI. I will.

Secretary McDONALD. And I will work on that. We have the abil-
ity to give relief on that—if we made a mistake—to give relief, fi-
nancial relief on that interest that he would be charged. So on all
these things, if a veteran comes to you, give him my phone number,
give him my email address, you don’t need to deal with it, we will.
And we will get it effectively resolved.

The issue you mention on vacancies is one of the biggest issues
we face, if not the biggest issue we face. It is ironic that when I
talk to our organization, I do that a lot, because whenever I go any-
where I do town hall meeting, they tell me that people don’t want
to join VA because it is a maligned organization and everybody is
being fired. And then I come and sit in front of you and you tell
me nobody is being fired. And the truth, of course, is somewhere
in the middle.

And our applications are down over 75 percent for available posi-
tions, and that’s just unacceptable. It is a great place to work, and
I have encouraged each and every one of you, and the Chairman
has done it, and the Ranking Member, to go recruiting with me.
And let’s stand together and recruit the future leaders of this orga-
nization.

Ms. WALORSKI. Just curious, does this budget reflect any kind of
new recruitment efforts or the tools that you need to do that?

Secretary MCDONALD. Absolutely.
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Ms. WALORSKI. Okay. I appreciate that. And I yield back, Mr.
Chairman, thank you.

The CHAIRMAN. Dr. Abraham, you're recognized.

Mr. ABRAHAM. Thank you, Mr. Chairman and thank the Mem-
bers for being here. Mr. Walz brought up something I think that
is so important and that is the moral duty and the ethical duty
that we as a Committee and you as the VA have for our veterans
to ensure that the money that we give you is spent in the best
fashion so that as many veterans as possible can get the best care.
And I know you agree with that statement.

Certainly, it goes also to the trust issue. As a physician, I will
write a prescription, I give a diagnosis, that patient trusts me. If
I make the wrong decision, that patient could very easily die. And
in your arena too, the decisions that you all make certainly deal
with life and death on almost a daily basis such as any physician.
And it brings me to the question I am going to ask you, Mr. Sec-
retary, let’s go back to this IG report that we keep going back and
forth here.

Last month the IG testified that due to data manipulation, that
the VA’s backlog statistics were not reliable. And my question is
how can we trust the Department’s current figures when it comes
to the request to fund 300 additional non-rating claims processors,
900 additional board of appeal staff, so where is that trust that we
as a Committee and the veterans—how can you ensure that?

Secretary MCDONALD. Our data and our data integrity is abso-
lutely critical to our success as it is to any business. So obviously,
it is something we are working very hard on. I did not read that
IG report as conclusively as you did, that—because it sounded from
what you said as if all of our data was not good.

Mr. ABRAHAM. I am just ponying on what the IG said.

Mr. PuMMILL. Can I just chime in a little bit on this because,
Congressman, I have read the report. I absolutely disagree with
the IG’s statement that the—

Mr. ABRAHAM. Well, let me interrupt. I mean, he is an expert in
his field.

Mr. PumMILL. I don’t believe he is or he wouldn’t have said that.

Mr. ABRAHAM. Well, then there—

Mr. PuMMILL. If you look at the statistics.

Mr. ABRAHAM [continued].—is a big divide there then I would
argue that if we have got an inspector general of the VA’s depart-
ment saying one thing, you guys saying something else, where is
the trust that that veteran—where is he going to find who to trust?

Mr. PuMMILL. The bottom line, Congressman, is last year we
paid out more money to more veterans faster than we ever have
in the history of the VA. All those stats are there, all that data is
there. 1.4 million veterans, over $90 billion in benefits and services.
I mean huge numbers out there, and we are doing more and more
and more and we are doing it faster and faster to veterans, so I
disagree with your assessment.

Mr. ABRAHAM. You are reading the same report I am sure I am,
the transcript of the IG report.

Mr. PuMMILL. Yes, I am. Absolutely.

Secretary MCDONALD. Believe me, sir, we read the reports. We
read the reports.
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Mr. ABRAHAM. I just have.

Secretary MCDONALD. As you know, we don’t have an IG right
now.

Mr. ABRAHAM. I understand that.

Secretary McDONALD. And we have nominated, the President
has nominated, a very talented individual that we are trying to get
confirmed by the Senate. And I think what you will see is the qual-
ity of our work will go up.

Mr. ABRAHAM. You know, as a guy that deals in the objective, 1
just have a hard time understanding how there can just be spaces
of worlds apart between your opinion and the IG’s when you have
%ata that is just in black and white. And we will continue to de-

ate.

I want to get another question. Let me get another question in,
Mr. Secretary. The Department’s budget proposals put forth is
about the simplified appeals process that would consist of closing
records on appeals and eliminating what are termed optional hear-
ings. And I guess what I'm asking, please provide details about the
proposal including how it will strike—and it is a delicate balance,
I realize, of achieving timely, accurate, and fair appeal decisions for
veterans and their families.

Secretary MCDONALD. As we said, Congressman, the proposal we
put forward is a strawman. If you have better ideas, we would love
to hear them.

Mr. ABRAHAM. We will get—

Secretary McDONALD. And as veterans service organizations
have better ideas, we would love to hear them.

Mr. ABRAHAM. Okay.

Secretary McDONALD. What we all know is today is untenable,
it is unacceptable.

Mr. ABRAHAM. I agree and I will certainly.

Secretary MCDONALD. And what we are committing to with this
proposal is, as we said, in the future 90 percent of appeals done
in one year. So let’s work together, let’s get this done. And we are
open to any idea, just like Congressman O’Rourke gave us an idea
last week and we changed.

Mr. ABRAHAM. Just real quick, that 440,000 that are in the cycle
now, is there just a guesstimate or an educated guesstimate, how
many of those are within the two or three year processed appeal?

Secretary MCDONALD. I will have to get back to you, sir.

Mr. ABRAHAM. That is all right. Fair enough.

Secretary MCDONALD. I don’t know the answer to that.

Mr. ABRAHAM. Fair enough. Thank you, Mr. Chairman.

Secretary McDONALD. Given that two percent of the people cre-
ate roughly half the appeals, I would assume that there’s quite a
few that this is their, you know, multiple, multiple appeal.

Mr. ABRAHAM. So maybe past the three year.

Secretary MCDONALD. Yeah.

Mr. ABRAHAM. Okay. Thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much. Mr. Takano, do you have
a closing question please?

Mr. TAKANO. Mr. Secretary, I really want to get an answer on
your planning for more graduate school education, more GMEs.
And is your resourcing that you are asking for, is it adequate for
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what we need in the future? I mean, we did insert 1500 more
GMEs in the Choice Act, but the medical associations were all tell-
ing us they need more. And I am of the mind that this is perhaps
the best area, the best Committee, to be able to try to make some
headway into the overall doctor supply. And what you are doing to
consolidate care in the community, I think, might enable us to have
this be a platform.

Dr. SHULKIN. Congressman, first of all, thank you to the Con-
gress for giving us the 1500 slots. The country needs them. We
need more graduate medical education slots. And VA can really
help in this. But of the 1500 slots, we have only used 372 today.
And what we have learned is, is that we actually can’t do every-
thing that VA needs to do because we need the hospitals—we work
with affiliate hospitals—they don’t have the infrastructure and
they don’t have the ability to pay for these. So we would like to
work with you and members of the doctors caucus, or anybody else
who would like to, to give us the flexibility to help actually expand
these medical education programs further. We would like to focus
in primary care and mental health and in rural areas, absolutely.
But we do need some additional flexibility to actually carry out the
intent of Congress here.

Mr. TAkANO. Well, I hope that—I mean, I appreciate your work-
ing with Dr. Roe in the doctors caucus, but there are other of us
who, Ms. Titus, myself, and Mr. O’'Rourke actually were coauthors
of that language that got into the Choice Act. We would be happy
to work with you on that. I mean, the primary care doctors in men-
tal health are exactly what a lot of regions need, rural regions, and
suburban urbanized regions such as mine, we are under-doctored.
And so we definitely want to work with you on these issues.

Dr. SHULKIN. Okay. Thank you.

Mr. TAKANO. Thank you.

The CHAIRMAN. Real quickly, Mr. Secretary, we talked about
where the budget expands and spends more money, invests more
in veteran programs, could you give us two or three examples of
where this budget goes in and actually cuts some wasteful spend-
ing and programs? Not efficiencies, I'm talking about eliminates
from the program.

Secretary McDONALD. Go ahead.

Dr. SHULKIN. Two areas where we have significant decreases as
you know are in construction. We have actually taken our budget
down significantly until we get the commission on care findings.

The CHAIRMAN. That doesn’t count. Try again.

Dr. SHULKIN. No? Okay. How about this one then? We have actu-
ally reduced our funding for our EMR this year until we, Ms. Coun-
cil and I, and the Secretary and others, get a clear plan on where
we want to go with our electronic medical records.

The CHAIRMAN. No, my question was wasteful spending. And I
don’t think you would say the electronic medical record is wasteful
spending. We are talking about a, now, $180 billion budget. Is
there anything that was eliminated this year?

Secretary McDoNALD. Well we’d like to close those, you know, 10
million square feet of unused space. We have more space being cre-
ated because we are saving about 5,000 tons of paper a year in
VBA.
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The other thing I will tell you is—we are only at the beginning
of this. As part of our training program, this Leaders Developing
Leaders, we have put in place a process called RAMP, which stands
for Reports, Meetings, Priorities, and so forth, where groups of peo-
ple get together and actually stop work that they are doing. We
haven’t put dollar amounts against all of that yet. We are cata-
loguing all the things we are stopping doing. And then, we will put
dollar amounts against it, and we will come back to you and tell
you what those dollar amounts are.

Remember in this budget too, one of the things we are proposing,
if you will help us, is the creation of a unified holistic supply chain
for VHA. There is a lot of money sitting on the table. We are com-
mitting here to saving at least $150 million, if you can help us do
that. Right now, each one of our facilities has its own supply chain.
We know by consolidating those supply chains, we can save a lot
of money.

The CHAIRMAN. And I appreciate that, and I do think you need
to be looking for efficiencies, and I know that is something that you
are focused on.

Secretary MCDONALD. It is in our written testimony, if you—

The CHAIRMAN. But surely somewhere in a $170 billion budget,
there is waste that could be eliminated. If you would have some
folks go out searching. We need to go ahead and adjourn now, but
if you would, for the record, we will take that in.

Obviously, we are all trying to absorb as much of the budget as
we can. So as we look through it, there will be more questions that
this Committee will have. And I would, as our custom, say that all
Members who have five legislative days with which to revise and
extend or add extraneous materials to their remarks

Without objection, so ordered. And with that, this hearing is ad-
journed.

[Whereupon, at 12:00 p.m., the Committee was adjourned.]



APPENDIX

Prepared Statement of Corrine Brown

e Thank you, Mr. Chairman.

e Mr. Secretary, I want to thank you, and thank the President. During the Presi-
dent’s tenure, discretionary spending has increased 86%. The President is doing
his part to take care of veterans. I believe that this budget provides us with
a starting point to begin the process of making sure veterans are getting the
benefits and services we have promised them.

e I look forward to discussing your proposal to establish an additional appropria-
tions account focused on community care, especially in light of your repeated
requests for “budget flexibility.”

e I want to be assured that this account will not take our focus away from pro-
viding the VA with the resources it needs to provide health care to our veterans.

e In light of the shortfalls VA faced last year, and the uncertainty of reform ef-
forts, I want to ask you, Mr. Secretary, the question I ask every year - does
this budget give you what you need to accomplish your mission?

e Do you believe that there are areas that need a special focus and may need ad-
ditional dollars?

e I stand ready to do whatever I can to make sure you have what you need. But
while I will be in the front line of fighting for the dollars you need, I want to
be very clear - I expect you to spend every dollar we give you wisely for our
veterans.

o I believe we must focus on our veterans. By focusing on our veterans we will
begin the process of rethinking how we ensure that we keep our promises to
them in the years ahead.

e So let us know what you need, and we will, working together, on both sides of

the aisle, make sure you have the tools and the dollars to accomplish your mis-

sion.

I yield back the balance of my time.

————

Prepared Statement of Robert A McDonald

Good morning, Chairman Miller, Ranking Member Brown, and Distinguished
Members of the House Veterans’ Affairs Committee. Thank you for the opportunity
to present the President’s 2017 Budget and 2018 Advance Appropriations (AA) re-
quests for the Department of Veterans Affairs (VA). This budget continues the
President’s faithful support of Veterans and their families and survivors, and it sus-
tains VA’s historic transformation. It will provide the funding needed to enhance
services to Veterans in the short term, while strengthening the transformation of
VA that will better serve Veterans in the future.

A Vision for the Future

VA'’s vision for the future is to be the No. 1 customer-service agency in the Fed-
eral government. The American Customer Satisfaction Index already rates our Na-
tional Cemetery Administration No. 1 with respect to customer service. In addition,
for the sixth year in a row, VA’s Consolidated Mail Outpatient Pharmacy received
J.D. Power’s highest customer satisfaction score among the Nation’s public and pri-
vate mail-order pharmacies. These are compelling examples of excellence. We aim
to make that so for all of VA.

We are transforming the entire Department, not just making incremental changes
to parts of it. We began in July 2014 by immediately reinforcing the importance of
our inspiring mission-caring for those “who shall have borne the battle,” their fami-
lies, and their survivors. Then, we re-emphasized our commitment to our excep-
tional I-CARE Values-Integrity, Commitment, Advocacy, Respect, and Excellence.

(40)
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To provide timely quality care and benefits for Veterans, everything we are doing
is built, and must be built, on the rock-solid foundation of mission and values.

MyVA is the catalyst making VA a world-class service provider. It is a framework
for modernizing VA’s culture, processes, and capabilities so we put the needs, expec-
tations, and interests of Veterans and their families first, and put Veterans in con-
trol of how, when, and where they wish to be served.

Listening to others’ perspectives and insights has been, and remains, instru-
mental in shaping our transformation. We have taken advantage of an unprece-
dented level of outreach to the field and our stakeholders. In my first months as
Secretary, I assessed VA and recognized that we would need to change fundamental
aspects of every part of VA in order to rise to excellence. I shared my assessment’s
results with President Obama and received his guidance. I discussed my findings
with you and other Members of Congress-privately and during hearings. And I con-
sulted with literally thousands of Veterans, VA clinicians, VA employees, and Vet-
eran Service Organizations (VSOs) and other stakeholders in dozens of meetings.

Since my July 29, 2014, confirmation, I have made 277 visits to VA field sites in
more than 100 cities, including 47 visits to VA Medical Centers, 30 visits to home-
less Veterans program sites, 16 visits to Community Based Outpatient Clinics, 15
Regional Offices, and 9 Cemeteries. I have attended 61 Veteran engagements
through public and private partnerships and 60 stakeholder events to hear firsthand
the problems and concerns impacting our Veterans. To recruit individuals to work
for VA as medical professionals and in other critical fields, I have visited 50 medical
schools, universities, and other educational institutions. This kind of outreach, part-
nership, and collaboration underpins our department-wide transformation to change
VA’s culture and make the Veteran the center of everything we do.

Progress

Transforming an organization of this size is an enormous undertaking. It will not
happen overnight. But we are now running the government’s second largest Depart-
ment like a $166 billion Fortune 6 organization should be run. That is, balancing
near term performance improvements while rebuilding VA’s long-term organiza-
tional health.

Effective change often requires new leadership, and we have made broad changes.
Of our top 16 executives, 10 are new to their positions since I became Secretary.
Our team today includes extensive executive expertise from the private sector: a
former banking industry Chief Financial Officer and President of the USO; the
former Chief Executive Officer of Beth Israel Medical Center in New York City and
Morristown Medical Center in New Jersey; a former Chief Executive of Jollibee
Foods and President of McDonald’s Europe; a former Chief Information Officer of
Johnson & Johnson and Dell Inc.; a former partner in McKinsey & Company’s
Transformational Change and Operations Transformation Practices; a retired part-
ner in Accenture’s Federal Services Practice; a former Chief Customer Officer for
the City of Philadelphia who previously spent 10 years at United Services Associa-
tion of America (USAA), one of the best and foremost customer-service organizations
in the country; a former entrepreneur and CEO of multiple technology companies;
and a retired Disney executive who spent 2010-2011 at Walter Reed National Mili-
tary Medical Center enhancing the patient experience.

Most members of the executive leadership team are Veterans themselves. They
have served from Vietnam to Iraq and Afghanistan, and each is here because he
or she demonstrates a personal commitment to our mission. These fresh, diverse
perspectives, combined with our more experienced government and health care ex-
ecutives, will continue to catalyze innovation and change.

Thanks to the continuing support of Congress, VSOs, union leaders, our dedicated
employees, states, and private industry partners, we have made tremendous head-
way over the past 18 months. In 2015, we made notable progress building the mo-
mentum that will begin delivering transformational changes that VA needs.

Congress has passed key legislation-such as the Veterans Access, Choice, and Ac-
countability Act and the Clay Hunt Suicide Prevention for American Veterans Act-
that1 gives VA more flexibility to improve our culture and ability to execute effec-
tively.

Consistent with the culture of a High Performance Organization that serves Vet-
erans and their families, we have turned VA’s structural pyramid upside down. Vet-
erans and their families are at the top. The Office of the Secretary is at the bottom,
supporting subordinate leaders and the workforce who are serving Veterans. This
method of thinking and operating is a reminder to all employees and stakeholders
that we are here to support our Veterans, not our bosses.
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Veterans and their Families

Employees

Senior Executives
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While reinforcing our I-CARE Values, we are transitioning from a rules-based
culture that may neglect the human dimension of service to a principles-based cul-
ture grounded in values, sound judgment, and the courage and opportunity “to
choose the harder right instead of the easier wrong . ...”

We formed a MyVA Advisory Committee (MVAC) to advise us on our trans-
formation. The MVAC is comprised of a diverse group of business leaders, medical
professionals, experienced government executives, and Veteran advocates. The
Chairman is retired Major General Joe Robles, former Chairman and CEO of USAA.
The Vice Chairman is Dr. J. Michael Haynie, Air Force Veteran, Vice Chancellor
of Syracuse University and founder of the Institute for Veteran and Military Fami-
lies (IVMF). The MVAC includes executives with deep customer service and trans-
formation expertise from organizations such as Amazon, The Cleveland Clinic,
McKinsey & Company, Johns Hopkins, Mayo Clinic, as well as a former Surgeon
General, a former White House doctor for three 3 US Presidents, a university presi-
dent who was a Rhodes Scholar from the Air Force Academy who currently serves
as a reserve Air Force Lieutenant Colonel, and advocates for both the traditional
VSOs and post-9/11 Veterans’ organizations.

Private sector leadership experts are bringing cutting-edge business skills and de-
veloping VA teams in new ways. We are training critical pockets of our workforce
on advanced techniques like Lean and Human Centered Design. For example, work-
ing with the University of Michigan, we have already trained more than 5,000 sen-
ior leaders across the Nation in our “Leaders Developing Leaders.” The Veterans
Benefits Administration (VBA), Veterans Health Administration (VHA), and our
Veterans Experience team collaborated using Human Centered Design and Lean
techniques to redesign the Compensation and Pension Examination (C&P Exam)
process because we received consistent feedback that the process-often, a Veteran’s
first impression of the VA when separating from service-can be a confusing and un-
comfortable experience.

Across VA, we are encouraging different perspectives and listening to all of our
key stakeholders, even those who are critical of VA. To benchmark and capture
ideas and best practices along our transformation journey, we have been working
collaboratively with world-class institutions like Procter & Gamble, USAA, Cleve-
land Clinic, Wegmans, Starbucks, Disney, Marriott and Ritz-Carlton, NASA, Kaiser
Permanente, Hospital Corporation of America, Virginia Mason, DoD, and GSA,
among others.
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VA named the Department’s first Chief Veteran Experience Officer and began
staffing the office that will work with the field to establish customer service stand-
ards, spread best practices, and train our employees on advanced business skills.

Rather than asking Veterans to navigate our complicated internal structure, we
are redesigning functions and processes to fit Veteran needs in the spirit of General
Omar Bradley’s 1947 proposition that “We are dealing with Veterans, not proce-
dures; with their problems, not ours.”

We are realigning VA to facilitate internal coordination and collaboration among
business lines-from nine disjointed, disparate organizational boundaries and organi-
zational structures to a single framework. That means down-sizing from 21 service
networks to 18 that are aligned in five districts and defined by state boundaries,
except in California. This realignment means opportunities for local level integra-
tion, and it promotes consistently effective customer service. Veterans from Florida
to California, Puerto Rico to Maine, Alaska and Guam, and all parts in between,
will see one VA.

We have developed a multi-year plan for creating a world-class Information Tech-
nology organization, and on November 11, Veterans Day, we launched the Vets.gov
initial capability. Developed with support from the U.S. Digital Services Team and
informed by extensive feedback from Veterans, Vets.gov is a modern, mobile-first,
cloud-based Web site that will replace numerous other Web sites and Web site
logins with a single, easy to navigate location. The Web site puts Veteran needs and
wishes first, and we will continue to add the capability that’s required to improve
its accessibility and usefulness. As Vets.gov evolves, it will simplify the Veteran ex-
perience by re-using and making consistent Veteran information, including mailing
address and phone number, across the agency.

At VA, we know that serving Veterans is a collaborative exercise, so we will not
function in a vacuum. We are operating as part of a community of care, forming
strategic partnerships with external organizations to leverage the goodwill, re-
sources, and expertise of valuable partners to better serve our Nation’s Veterans
and help address a wide variety of Veteran needs, including employment, homeless-
ness, wellness, and mental health. Partners include respected organizations like the
YMCA, the Elks, the PenFed Foundation, LinkedIn, Coursera, Google, Walgreens,
academic institutions, other Federal agencies, and many more. These partnerships
reflect our commitment to re-thinking how VA does business so we can leverage the
strengths of others who also care for Veterans.
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We have enabled 36 Community Veterans Engagement Boards, a national net-
work designed to leverage all community assets, not just VA assets, to meet local
Veteran needs. Fifteen more communities are in development right now.

Collaborating with partners
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We have been consulting with our key stakeholders
on how to implement change

We have renewed and redefined working relationships with our union partners,
and union leaders are part of the team, and have had significant input into MyVA.
We continue to work with them to address issues and make sure our employees are
involved often and early in every major decision.

We are continuing to develop a robust provider network while we streamline busi-
ness processes and re-imagine how we obtain services such as billing, reimburse-
ment credentialing, and information sharing.

We continue to listen, learn, and grow.

VA’s Agency Priority Goals

In 2015, we were guided by and made notable progress toward reaching our three
Agency Priority Goals (APGs)-(1) Improve Veteran Access to VA Benefits and Serv-
ices, (2) End Veteran Homelessness, and (3) Eliminate the Disability Backlog. These
accomplishments toward achieving our APGs demonstrate VA’s commitment to
using our resources effectively to improve care and benefits for Veterans.

Access

We expanded capacity by focusing on staffing, space, productivity, and VA Com-
munity Care.

Access. Since discovering the access challenges in Phoenix, Arizona, we have ag-
gressively improved access to care, not just in Phoenix but across VA as a whole.
For instance, in the first 12 months after discovering the Phoenix appointment
backup, from June 2014 to June 2015, we completed 7 million more appointments
than during the same period the year prior: 2.5 million of those appointments were
at VA; 4.5 million appointments were in the community. Altogether in FY 2015, we
completed 56.7 million appointments, nearly 2 million more than FY 2014. More
than 97 percent (55 million) of those 56.7 million appointments were completed
within 30 days of the clinically indicated or Veteran’s preferred date, an increase
of 1.4 million over FY 2014 numbers.

Veteran access is one of the five critical priorities supporting VA health care
transformation with far-reaching impact across VA that Under Secretary for Health,
Dr. David J. Shulkin announced in September 2015. With the Access Stand Downs,
VHA is empowering each facility to focus on the needs of its specific population and
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refocusing people, tools, and systems on a journey of continuous improvement to-
wards same-day access for primary care and urgent specialty care. The immediate
goal is that no patients with urgent appointment requests in VA clinics with the
most critical clinical needs, such as cardiology, urology, and mental health, are wait-
ing more than 30 days.

From November 9, through November 13, 2015, VHA conducted a complete review
of all Veterans waiting for appointments-with a focus on those Veterans waiting for
clinically important and acute services-to ensure that the wait was clinically appro-
priate as determined by the Veteran’s treatment team. This process culminated with
the VHA'’s first Access Stand Down on November 14th-a nationwide effort to ensure
Veterans get the right care at the right time.

In the first Access Stand Down, VHA reviewed nearly 55,800 of the more than
56,000 Level One, stat, consults that were open more than 30 days (as of November
6, 2015), a herculean effort. Of those 55,800 urgent open consults reviewed, 82 per-
cent (45,849) were scheduled or closed by the end of that first Stand Down.

Building on the November 14th Access Stand Down momentum and success, VHA
is continuing to maximize accessibility to outpatient services with the coming Feb-
ruary 27th, 2016 Access Stand Down. The February Stand Down is an opportunity
to make another significant leap in dramatically enhancing Veterans’ access to care.
Clinical operations will meet customer demand through resource-neutral, continuous
improvement at the facility-level and scaling-up excellence across the enterprise.

VetLink data is another way we are listening to Veterans. Since September 2015,
VHA has analyzed preliminary data from VetLink, our kiosk-based software that al-
lows us to collect real-time customer satisfaction information. In all three separate
VetLink surveys to date-related to nearly half-a-million [476,672] appointments-Vet-
erans told us that about 90 percent of the time, they are either “completely satis-
fied” or “satisfied” with getting the appointment when they wanted it. However,
about 3 percent of Veterans who participated in the survey were either “dissatisfied”
or “completely dissatisfied,” so we have more work to do.

Staffing. We increased net VHA staffing. VHA hired 41,113 employees, for a net
increase of 13,940 health care staff, a 4.7 percent increase overall. That increase in-
cluded 1,337 physicians and 3,612 nurses, and we filled several critical leadership
positions, including the Under Secretary of Health.

Space. We activated 2.2 million square feet in FY 2015, adding to more than 1.7
million square feet of clinical space activated in FY 2014.

Productivity. We increased physician work Relative Value Units (RVUs) by 9 per-
cent. VA completed more than 1.4 million extended hour completed encounters in
primary care, mental health and specialty care in FY 2014 and more than 1.5 mil-
lion in FY 2015, an increase of 5.7 percent in extended hour encounters.

Care in the Community

In 2015, VA obligated $10.5 billion for Care in the Community, including re-
sources provided through the Veterans Choice Act-an increase of $2.3 billion (28
percent) over the 2014 level-which resulted in nearly 2.4 million authorizations for
Veterans to receive Care in the Community from December 3, 2014 through Decem-
ber 2, 2015. Programmatically, this included care in the community for Veterans’
dialysis, state home programs, community nursing care, Veterans home programs,
emergency care, private medical facilities care, and care delivered at Indian health
clinics. It also includes care under VA’s CHAMPVA program for certain dependents
who were entitled for that care.

Homelessness

Veteran homelessness has continued to decline, thanks in large part to unprece-
dented partnerships and vital networks of collaborative relationships across the
Federal government, across state and local government, and with both non-profit
and for-profit organizations. Ending and preventing Veteran homelessness is now
becoming a reality in many communities, including: the Commonwealth of Virginia;
New Orleans, Louisiana, Houston, Texas; Las Vegas, Nevada; Philadelphia, Penn-
sylvania; Syracuse, New York; Winston-Salem, North Carolina; and Las Cruces,
New Mexico. In collaboration with our Federal and local partners, we have greatly
increased access to permanent housing; a full range of health care including primary
care, specialty care, and mental health care; employment; and benefits for homeless
and at-risk for homeless Veterans and their families.

In FY 2015 alone, VA provided services to more than 365,000 homeless or at-risk
Veterans in VHA’s homeless programs. Nearly 65,000 Veterans obtained permanent
housing through VHA Homeless Programs interventions, and more than 36,000 Vet-
erans and their family members, including 6,555 children, were prevented from be-
coming homeless.
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Directly related is Veteran unemployment, which dropped to its lowest point since
April 2008, according to the Bureau of Labor Statistics’ October 2015 report.

Overall Veteran homelessness dropped by 36 percent between 2010 and 2015,
based on data collected during the annual Point-in-Time (PIT) Count conducted on
a single night in January 2015. We saw a nearly 50 percent drop in unsheltered
Veteran homelessness. Since 2010, more than 360,000 Veterans and their family
members have been permanently housed, rapidly rehoused, or prevented from fall-
ing into homelessness.

Backlog

VA transitioned disability compensation claims processing from a paper-intensive
process to a fully electronic processing system; as a result, 5,000 tons of paper per
year were eliminated.

In FY 2015, VA decided a record-breaking 1.4 million disability compensation and
pension (rating) claims for Veterans and their survivors-the highest in VA history
for a single year. As of December 31, 2015, VA had driven down the disability
claims backlog to 75,480, from a peak of over 611,000 in March 2013.
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2016-2017 VA’s Agency Priority Goals

In a collaborative, analytic process, VA has established our four new Agency Pri-
ority Goals (APGs). In FYs 2016 and 2017, our four APGs build upon and preserve
progress we made in 2015. The new APGs will help accelerate transformation to
MyVA and advance our framework for allocating resources to improve Veteran out-
comes. Our new APGs are to (1) Improve Veterans Experience with VA, (2) Improve
VA Employee Experience, (3) Improve Access to Health Care as Experienced by the
Veteran, and (4) Improve Dependency Claims Processing. While no longer APGs, VA
will continue to build upon the progress it has already made related to ending Vet-
erans’ Homelessness and eliminating the compensation rating claims backlog.

FY 2017 Budget Request

Our 2017 budget requests the necessary resources to allow us to serve the grow-
ing number of Veterans who selflessly served our Nation.

The 2017 Budget requests $182.3 billion for VA-$78.7 billion in discretionary
funding (including medical care collections) and $103.6 billion in mandatory funding
for Veterans benefit programs. The discretionary request reflects an increase of $3.6
billion (4.9 percent) over the 2016 enacted level. The budget also requests 2018 ad-
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vance appropriations (AAs) of $66.4 billion for Medical Care and $103.9 billion for
three mandatory accounts that support Veterans benefit payments (i.e., Compensa-
tion and Pensions, Readjustment Benefits, and Insurance and Indemnities).

We value the support that Congress has demonstrated in providing the resources
needed to honor our Nation’s Veterans. We are seeking your support for legislative
proposals contained in the 2017 Budget-including many already awaiting Congres-
sional action-to enhance our ability to provide Veterans the benefits and services
they have earned through their service. The Budget also proposes a new General
Transfer Authority that would allow VA to move discretionary funds across line
items. Flexible budget authority would give VA greater ability to avoid artificial re-
strictions that impede our delivery of care and benefits to Veterans.

Rising Demand for VA Care and Benefits

Veterans are demanding more services from VA than ever before. As VA becomes
more productive, the demand for benefits and services from Veterans of all eras con-
tinues to increase, and Veterans’ demand for benefits has exceeded VA’s capacity
to meet it.

In 2014, when the Phoenix access difficulties came to light, VA had 300,000 ap-
pointments that could not be completed within 30 days of the date the Veteran
needed or wanted to be seen. To meet that demand, VA rallied to add capacity to
complete 300,000 more appointments each month, or about 3.5 million additional
appointments annually.

Despite these extraordinary measures to increase capacity, VA was unable to ab-
sorb Veterans’ increasing demand for health care. The number of Veterans waiting
for appointments more than 30 days rose by about 50 percent, to roughly 450,000
between 2014 and 2015, so we are aggressively working on innovative ways to ad-
dress that challenge, and VHA’s new Access Stand Downs are central to VHA’s
health care transformation efforts and addressing that challenge.

The trend of a growing demand for VA health care is fueled by more than a dec-
ade of war, Agent Orange-related disability claims, an unlimited claim appeal proc-
ess, demographic shifts, increased medical issues claimed, and other factors. Addi-
tionally, survival rates among Americans who served in conflicts have increased,
and more sophisticated methods for identifying and treating Veteran medical issues
continue to become available. And, VA now serves a population that is older, has
more chronic conditions, and is less able to afford care in the private sector. Work-
load will continue to increase as the military downsizes and Veterans regain trust
in VA.
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In 2017, the number of Veterans receiving medical care at VA will be over 6 mil-
lion. VA expects to provide more than 115 million outpatient visits in 2017, an in-
crease of 8.4 million visits over 2016, through both VA and Care in the Community.

Compared to FY 2009, the number of patients is projected to increase by 22 per-
cent by FY 2017. And, as Veterans see the results of VA’s transformation, we are
confident that the number of Veterans utilizing VA services will continue to rise.
Currently, 11 million of the 22 million Veterans in this country are registered, en-
rolled, or use at least one VA benefit or service.

Veterans’ health care and benefit requirements continue to increase decades after
conflicts’ end, and this fact is a fundamental, long-term challenge for VA. Forty
years after the Vietnam War ended, the number of Vietnam Era Veterans receiving
disability compensation has not yet peaked. VA anticipates a similar trend for Gulf
War Era Veterans, only 26 percent of whom have been awarded disability com-
pensation.
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Today, there are an estimated 22 million Veterans. The number of Veterans is
projected to decline to around 15 million by 2040. However, while the absolute num-
ber may decline, an aging Veteran population requires greater care, services, and
benefits. In 2017, 46 percent (or 9.8 million) of the 22 million Veteran population
will be 65 years old or older, a dramatic increase since 1975 when only 7.5 percent
(or 2.2 million) of the Veteran population was 65 years old or older.

While the percent of the Veteran population receiving compensation was nearly
constant at 8.5 percent for more than 40 years, over the past 15 years there has
been a striking increase to 20 percent. The total number of service-connected dis-
abilities for Veterans receiving compensation grew from 11.8 million in 2009 to 19.7
million in 2015, an increase of more than 67 percent in just six years. This dramatic
growth, combined with estimates based on historic trends, predicts an even greater
increase in claims for more benefits as Veterans age and disabilities become more
acute.



1960 - 2000 2001 - 2016

20% Dramaticincroase
15 \ 1o 20% in 16 yoars |
6% ~

14% | Nearly constant at 8.5% over a 40-year window

: 1

&5

The increase in Veterans receiving compensation is accompanied by a significant
increase in the average degree of disability granted to Veterans for disability com-
pensation. For 45 years, from 1950 to 1995, the average degree of disability held
steady at 30 percent. But, since 2000, the average degree of disability has risen to
49 percent. VBA’s mandatory request for 2017 is $103.6 billion, twice the amount
spent in FY 2009.
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As VA continues to improve access and quality of care, more Veterans will come
to VA for more of their care. Veterans today often choose VA for care either because
of personal preference or because of VA’s economic edge. Some 78 percent of enrolled
Veterans at VA have other choices like Medicare, Medicaid, Tricare, or private in-
surance. Out-of-pocket cost for Veterans at VA is often lower, and cost consider-
ations are a key factor in Veterans’ demand for VA health care. In 2014, Veteran
enrollees received only 34 percent of their total health care through VA, accounting
for about $53 billion in 2014 costs. Just a one percent increase in Veteran reliance
on VA health care will increase costs by $1.4 billion.

Productivity Improvements and Stewardship

The MyVA transformation will ensure VA is a sound steward of the taxpayer dol-
lar. We are instituting operational efficiencies, cost savings, productivity improve-
ments, and service innovations to support this and future budget requests. We are
assessing all aspects of VA operations using a business lens and pursuing changes
so VA will deliver care and services more efficiently and effectively at the highest
value to Veterans and taxpayers. For instance, few realize that when it comes to
the general operating expense of distributing over a hundred-billion dollars in bene-
fits to over 5.3 million Veterans and survivors, VBA spends only about 3 cents on
the dollar. By any measure, that’s an excellent return on investment. Our Reports,
Approvals, Meetings, Measurements, and Policies (RAMMPs) process identifies prac-
tices to streamline or, in some cases, eliminate entirely. To free capacity and em-
power employees to identify counter-productive or wasteful activities that manage-
ment can eliminate, VA leaders at all levels of the organization are using RAMMP
to address opportunities for improvement that employees have identified.

To boost efficiency and employee productivity, VA is quickly moving to paperless
claims processing from its historically manual, paper-intensive process. Modernizing
to an electronic claims processing system has helped VBA increase claim produc-
tivity per claims processor by 25 percent since 2011 and medical issue productivity
by 82 percent per claims processor since 2009. This significant productivity increase
helped mitigate the effects of the 131 percent increase in workload between 2009
and 2015, when the number of medical issues rose from 2.7 million to 6.4 million.
VA’s shift to electronic claims processing has meant converting paper files to
eFolders. Between 2012 and 2015, the Veterans Claims Intake Program (VCIP)
scanned nearly 6 million claims files into Veterans’ eFolders in the Veterans Bene-
fits Management System (VBMS). VBA has removed more than 7,000 tons of
claims-related papers formerly undermining efficiency, hampering productivity, and
cluttering workspace.
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Since 2012, VA has scanned paper daim material into
the Veterans Benefits Management System (VBMS).

In FY 2015, VBA deployed its innovative Centralized Mail Initiative to 56 re-
gional offices (ROs) and one pension management center (PMC). Centralized Mail
reroutes inbound compensation and pension claims-related mail directly to Claims
and Evidence Intake Centers at document conversion services vendor sites, an inno-
vation that improves productivity and enabled digital analysis of more than four
million mail packets. Through Centralized Mail, VBA can more efficiently manage
the claims workload, and prioritize and distribute claims electronically across the
entire RO network, maximizing resources and improving processing timeliness.

To strengthen financial management and stewardship, in FY 2015 VA launched
its multi-year effort to replace VA’s antiquated, 30-year-old core Financial Manage-
ment System (FMS) with a 21st century system that will vastly improve VA finan-
cial management accuracy and transparency. The modernization effort requires ro-
bust enterprise-wide support across the Department. In FY 2015, VA committed to
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using a shared service solution and engaged the Department of Treasury’s Office of
Financial Innovation and Transformation (FIT) to pursue a Federal Shared Service
Provider that leverages existing, successful investments and infrastructure across
the government and meets our financial management system needs while sup-
porting VA’s mission of serving Veterans. VA also stood up a Program Management
Office, initially staffed with 5 FTE from existing resources to lead and manage the
effort, and identified an OIT Project Manager. VA has worked to compile lessons-
learned from other agencies engaged in this effort and from VA’s previous attempts
to modernize the FTE, to ensure the effort is successful. Tasks ahead include strate-
gies, roadmaps, and project plans, business process re-engineering, and engaging in
significant change management activities.

Recent challenges managing non-VA care program finances have demonstrated
the great risks and immense burden of the FMS legacy system. FMS failure would
severely impede the Department’s ability to execute its budget, pay vendors and
Veterans, and produce accurate financial statements.

Closing Unsustainable Facilities

It is well-past time to close VA’s old, substandard, and underutilized facilities.
VA’s 2016 Budget testimony last year explained that VA cannot be a sound steward
of taxpayer resources with the asset portfolio it carries, and each year of delay
makes the situation more costly and untenable. No sound business would carry such
a portfolio, and Veterans and taxpayers deserve better.
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VA currently has 370 buildings that are fully vacant or less than 50 percent occu-
pied, which are excess to our needs. These vacant buildings account for over 5.2 mil-
lion square feet of unneeded space. In addition, we have 770 buildings that are un-
derutilized, accounting for more than 6.3 million square feet that are candidates to
be consolidated to improve utilization and lower costs. This means we have to main-
tain over 1,100 buildings and 11.5 million square feet of space that is unneeded or
underutilized - taking funding from needed Veteran services. We estimate that it
costs VA $26 million annually to maintain and operate these vacant and underuti-
lized buildings. For example, when attempting to demolish the vacant storage facil-
ity in Bedford, Massachusetts, VA encountered environmental issues that prevented
the demolition, forcing VA to either pay costly remediation costs to demolish a build-
ing we no longer need or maintain facilities such as this across the system.
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Bedford, Massachusetts —
Vacant Storage Building, built in 1939

As the Veteran population has migrated, VA’s capital infrastructure has not kept
pace. We continue to operate medical facilities where the Veteran population is
small or shrinking. Our smallest hospitals often do not have sufficient patient vol-
ume and complexity of care requirements to maintain the clinical skills and com-
petencies of physicians and nurses.

Ensuring Veterans Access to Care

The President’s 2017 Budget will allow VA to operate the largest integrated
health care system in the country, including nearly 1,300 VA sites of health care
and approximately 6 million Veterans receiving care; the eleventh largest life insur-
ance provider, covering both active duty Servicemembers and enrolled Veterans;
compensation and pension benefit programs serving more than 5.3 million Veterans
and survivors; education benefits to more than one million students; vocational re-
habilitation and employment benefits to more than 140,000 disabled Veterans; a
home mortgage program that will guarantee more than 429,000 new home loans;
and the largest national cemetery system that leads the industry as a high-per-
forming organization, with projections to inter more than 132,000 Veterans and
family members in 2017.

The 2017 Budget requests $65 billion for medical care, an increase of $3.9 billion
(6.3 percent) over the 2016 enacted level. The increase in 2017 is driven by Vet-
erans’ demand for VA health care as a result of demographic factors, economic as-
sumptions, investments in access, and high priority investments for caregivers, new
Hepatitis C treatments, and support for Veterans Health Information Systems and
Technology Architecture (VistA) Evolution. The 2017 request supports programs to
end and prevent Veteran homelessness, invests in strategic initiatives to improve
the quality and accessibility of VA health care programs, continues implementation
of the Caregivers and Veterans Omnibus Health Services Act, and provides for acti-
vation requirements for new or replacement medical facilities. The 2017 appropria-
tions request includes an additional $1.7 billion above the enacted 2017 AA for Vet-
erans medical care. The request assumes approximately $3.6 billion annually in
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medical collections in 2017 and 2018. For the 2018 Advance Appropriations for med-
ical care, the current request is $66.4 billion.

Hepatitis C Treatment

Although the Hepatitis C virus infection (HCV) takes years to progress, it is the
main cause of advanced liver disease in the United States. Treatment of this disease
remains a high priority because its cure dramatically lowers patients’ risk of liver
failure, liver cancer, and death.

VA is the largest single provider of care in the Nation for chronic HCV, and over
the next five years, VA will strive to provide treatment to all Veterans with HCV
who are treatment candidates. For FY 2017, VA is requesting $1.5 billion for the
cost of Hepatitis C drugs and clinical resources. With a budget of $1.5 billion in FY
2017, VA expects to treat 35,000 patients with HCV. At the beginning of FY 2016,
almost 120,000 Veterans in VA care were awaiting HCV treatment, of whom ap-
proximately 30,000 have advanced liver disease.

VA successfully negotiated extremely favorable pricing for both of the new treat-
ments available-Harvoni and Viekira-from two different drug manufacturers by
stressing VA’s proven ability to deliver market share, VA’s large HCV population,
and the long-term impact that VA’s physician residency programs can have on post-
residency prescribing practices.

During FY 2015, VA medical facilities treated more than 30,000 Veterans for HCV
with these new drugs with remarkable success, achieving cure rates of 90 percent,
similar to those seen in clinical trials.

VA clinicians have rapidly adopted new, more effective therapies for HCV as they
have become available. New therapies are costly and require well-trained clinical
providers and support staff, presenting resource challenges for the Department. VA
will focus resources on the sickest patients and most complex cases and continue
to build capacity for treatment through clinician training and use of telehealth plat-
forms. Patients with less advanced disease are being offered treatment through the
Veterans Choice program in partnership with community HCV providers.

Care in the Community

VA is committed to providing Veterans access to timely, high-quality health care.
The 2017 Budget includes $12.2 billion for Care in the Community and includes a
new Medical Community Care budget account, consistent with the VA Budget and
Choice Improvement Act (P.L. 114-41). Of the total that will be spent on non-VA
care in FY 2017, $7.5 billion will be provided through a transfer of the 2017 enacted
AA from the Medical Services account to the new budget account, and $4.7 billion
will be provided through the resources provided in the Veterans Choice Act for im-
plementation of the Veterans Choice Program.

The Choice Act increased VA’s in-house capacity by funding medical personnel
growth in VA facilities and expanded eligibility for Care in the Community to en-
sure access to care within 30 days and to provide care closer to home for enrollees
residing more than 40 miles from a VA facility (the 40-mile group).

This additional capacity facilitated an increase in enrollees’ reliance on VA health
care by more than half a percent over the level expected in FY 2015. This growth
was the result of enrollees increasing their use of VA funded health care versus
their use of other health care options (Medicare, Medicaid, commercial insurance,
etc.).

The FY 2015 growth in enrollee reliance was largely in Care in the Community,
with the 40-mile group generating a more significant increase in care:

e In FY 2015, enrollees’ reliance on VA health care increased by 0.7 percent over-
all. Reliance for the 40-mile group increased by 2.8 percent from 32.5 percent
to 35.3 percent.

e The increase in reliance was mostly driven by growth in Care in the Commu-
nity. Cost sharing levels in VA are lower than what is typically available else-
where, which provides an incentive for enrollees to use VA-paid Care in the
Community.

Enrollee reliance on VA health care is expected to continue to increase in 2016

3nd beyond to service the unmet demand that the Choice Act was enacted to ad-
ress.

On October 30, 2015, VA provided Congress with a plan for the consolidation and
improvement of all purchased care programs into one New Veterans Choice Program
(New VCP). Consistent with this report, the 2017 Budget will include legislative
proposals to streamline and improve VA’s delivery of Community Care.

Caregiver Support Program
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Caregivers give their time and love in countless behind-the-scenes ways. Whether
they are helping with transportation to and from appointments, helping the Veteran
apply for benefits, or helping with meals, bathing, clothing, medication, the spec-
trum of care is wide and compassion runs deep.

The 2017 Budget requests $725 million for the National Caregivers Support Pro-
gram to support nearly 36,600 caregivers, up from about 30,600 in FY 2016. Fund-
ing requirements for caregivers are driven by an increase in the eligible Veteran
popul}zlition, with caregiver enrollment increasing by an average of about 500 each
month.

Ending Veteran Homelessness

The ambitious goal of ending Veteran homelessness has galvanized the Federal
government and local communities to work together to solve this important National
problem. Our systems are designed to help prevent homelessness whenever possible,
and our goal is a systematic end to homelessness, meaning that there are no Vet-
erans sleeping on our streets and every Veteran has access to permanent housing.
Should Veterans become homeless or be at-risk of becoming homeless, there will be
capacity to quickly connect them to the help they need to achieve housing stability.

The 2017 Budget supports VA’s commitment to ending Veteran homelessness by
emphasizing rescue for those who are homeless today and prevention for those at
risk of homelessness. The 2017 Budget requests $1.6 billion for VA homeless-related
programs, including case management support for the Department of Housing and
Urban Development (HUD)-VA Supportive Housing program (HUD-VASH), the
Grant and Per Diem Program, VA justice programs, and the Supportive Services for
Veteran Families program.

In FY 2015 and FY 2016, VA committed more than $1.5 billion annually to
strengthen programs that prevent and end homelessness among Veterans. Commu-
nities that have reached the goal or are close to effectively ending homelessness rely
heavily on VA targeted homeless resources. Communities that have a sustainment
plan are depending on those resources to be available as they continue to tackle
homelessness and sustain the support for Veterans who have moved into permanent
housing, ensuring that they maintain housing stability and do not fall back into
homelessness.

VA will continue to advocate for its continuum of homeless services to address the
needs associated with preventing first-time homelessness, as well as the needs of
those who return to homelessness, and focus on the root causes associated with
homelessness, including poverty, addiction, mental health, and disability.

Congress has an important role, as well, in ensuring adequate resources to meet
the needs of those most vulnerable Veterans by enacting authorizations and other
legislation to provide VA with a full complement of tools to combat homelessness-
including legislation that is a prerequisite to carry out dramatic improvements to
our West Los Angeles campus centered on the needs of Veterans.

Benefits Programs

The 2017 Budget requests $2.8 billion and 22,171 FTE for VBA General Oper-
ating Expenses, an increase of $93.4 million (3.4 percent) over the 2016 enacted
level. The request includes an additional 300 full-time equivalent (FTE) employees
for non-rating claims.

With the resources requested in the 2017 Budget, VA will provide:

e Disability compensation and pension benefits for 5.3 million Veterans and sur-
vivors, totaling $86 billion;

e Vocational rehabilitation and employment benefits to nearly 141 thousand dis-
abled Veterans, totaling $1.4 billion;

e Education benefits totaling $14 billion to more than one million Veterans and
family members;

e Guaranty of more than 429,000 new home loans; and

e Life insurance coverage to 1.0 million Veterans, 2.2 million Servicemembers,
and 2.8 million family members.

Improving the quality and timeliness of disability claim decisions has been inte-
gral to VBA’s transformation of benefits delivery. VBA successfully streamlined a
complex and paper-bound compensation claims process and implemented people,
process, and technology initiatives necessary to optimize productivity and efficiency.
In alignment with the MyVA initiative, VBA is working to further improve its oper-
ations with a focus on the customer experience. We are implementing enhancements
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to enable integration across our programs and organizational components, both in-
side and outside of VBA.

VBA has processed an unprecedented number of rating claims in recent fiscal
years (nearly 1.4 million in 2015, and more than 1 million per year for the last 6
years). However, its success has resulted in other unmet workload demands. As
VBA continues to receive and complete more disability rating claims, the volume of
ponl-rating claims, appeals, and fiduciary field examinations increases correspond-
ingly.

e Non-rating claims. VA completed nearly 37 percent more non-rating work in
2015 than 2013-and 15 percent more than 2014. The 2017 Budget requests
$29.1 million for an additional 300 non-rating claims processors to reduce the
non-rating claims inventory and provide Veterans with more timely decisions on
non-rating claims.

e Appeals. Over the last 20 years, appeal rates have continued to hold steady
at between 11 and 12 percent of completed claims. As VBA continues to receive
and complete record-breaking numbers of disability rating claims, the volume
of appeals correspondingly increases. As of December 31, 2015, there were more
than 440,000 benefits-related appeals pending in the Department at various
stages in the multi-step appeals process, which divides responsibility between
VBA and the Board of Veterans’ Appeals (Board)-355,803 of those benefits-re-
hated appeals are in VBA’s jurisdiction and 85,682 are within the Board’s juris-

iction.

Under current law, VA appeals framework is complex, ineffective, and opaque,
and veterans wait on average 5 years for final resolution of an appeal. The 2017
Budget supports the development of a Simplified Appeals Process to provide vet-
erans with a simple, fair, and streamlined appeals procedure in which they would
receive a final appeals decision within 365 days from filing of an appeal by FY 2021.
The 2017 Budget provides funding to support over 900 FTE for the Board and pro-
poses a legislative change that will improve an outdated and inefficient process
which will benefit all veterans through expediency and accuracy. We look forward
to working with Congress, Veterans, and other stakeholders to implement improve-
ments.

e Fiduciary program. The fiduciary program served 29 percent more bene-
ficiaries in 2015 than it served in 2014. Program growth is primarily due to an
increase in the total number of individuals receiving VA benefits and an aging
population of beneficiaries. Additionally, in 2015 the fiduciary program changed
the way it captures beneficiary population data and now reports all bene-
ficiaries served during the course of the fiscal year. In 2015, fiduciary personnel
conducted more than 84,000 field examinations, and VBA anticipates field ex-
amination requirements will exceed 97,000 in 2017.

o Housing program. The 2017 Budget includes $34 million for the VA Loan
Electronic Reporting Interface (VALERI) to manage the 2.4 million VA guaran-
teed loans for Veterans and their families. VALERI connects VA with more
than 320,000 Veteran borrowers and more than 225,000 mortgage servicer con-
tacts. VA uses the VALERI tool to manage and monitor efforts taken by private-
sector loan servicers and VA staff in providing timely and appropriate loss miti-
gation assistance to defaulted borrowers. Without these resources, approxi-
mately 90,000 Veterans and their families would be in jeopardy of losing their
homes each year, potentially costing the government an additional $2.8 billion
per year. VALERI also supports payment of guaranty and acquisition claims.

The Budget requests the following advance appropriations amounts for 2018:
$90.1 billion for compensation and pensions, $13.7 billion for readjustment benefits,
and $107.9 million for insurance and indemnities. VA will continue to closely mon-
itor workload and monthly expenditures in these programs and will revise cost esti-
mates as necessary in the Mid-Session Review of the 2017 Budget, to ensure the
enacted advance appropriation levels are sufficient to address anticipated veteran
needs throughout the year.

The Simplified Appeals Initiative

The current VA appeals process is broken. The more than 80-year-old process was
conceived in a time when medical treatment was far less frequent than it is today,
so it is encumbered by some antiquated laws that have evolved since WWI and
steadily accumulated in layers.

Under current law, the VA appeals framework is complex, ineffective, confusing,
and understandably frustrating for Veterans who wait much too long for final reso-
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lution of their appeal. The current appeals system has no defined endpoint, and
multiple steps are set in statute. The system requires continuous evidence gathering
and multiple re-adjudications of the very same or similar matter. A Veteran, sur-
vivor, or other appellant can submit new evidence or make new arguments at any
time, while VA’s duty to assist requires continuous development and re-adjudication.
Simply put, the VA appeals process is unlike other standard appeals processes
across Federal and judicial systems.

Fundamental legislative reform is essential to ensure that Veterans receive timely
and quality appeals decisions, and we must begin an open, honest dialogue about
what it will take for us to provide Veterans with the timely, fair, and streamlined
appeals decisions they deserve. To put the needs, expectations, and interests of Vet-
erans and beneficiaries first-a goal on which we can all agree-the appeals process
must be modernized.

Long-term Sustainment Cost Per Year vs. Pending Inventory
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The 2017 Budget proposes a Simplified Appeals Process-legislation and resources
(i.e., people, process, and technology) that would provide Veterans with a simple,
fair, and streamlined appeals process in which they would receive a final decision
on their appeal within one year from filing the appeal by FY 2021.

The 2017 Budget requests $156.1 million and 922 FTE for the Board, an increase
of $46.2 million and 242 FTE above the FY 2016 enacted level. This is a down-pay-
ment on a long-term, sustainable plan to provide the best services to Veterans. This
policy option also represents the best value to taxpayers (as outlined in the chart,
Analysis of Alternatives).

Without legislative change or significant increases in staffing, VA will face a soar-
ing appeals inventory, and Veterans will wait even longer for a decision on their
appeal. If Congress fails to enact VA’s proposed legislation to simplify the appeals
process, Congress would need to provide resources for VA to sustain more than dou-
ble its appeals FTE, with approximately 5,100 appeals FTE onboard. The prospect
of such a dramatic increase, while ignoring the need for structural reform, is not
a good result for Veterans or taxpayers.
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Simplified Appeals Process:
Ramp Up and Long-Term Sustainment

While the Simplified Appeals proposal would require FTE increases for the first
several years to resolve the more than 440,000 currently pending appeals, by 2022,
VA would be able to reduce appeals FTE to a sustainment level of roughly 1,030
FTE (including 980 FTE at the Board and 50 at VBA), a level sufficient to process
all simplified appeals in one year. Notably, such a sustainment level is 1,135 FTE
less than the current 2016 budget requires, and is 4,070 FTE less Department-wide
than would be required to address this workload with FTE resources alone. In addi-
tion, this reform would essentially eliminate the need for appeals FTE at VBA, al-
lowing these resources to be redirected within VBA to other priorities.

In 2015, the Board was still adjudicating an appeal that originated 25 years ago,
even though the appeal had previously been decided by VA more than 27 times.
Under the Simplified Appeals Process, most Veterans would receive a final appeals
decision within one year of filing an appeal. Additionally, rather than trying to navi-
gate a multi-step process that is too complex and too difficult to understand, Vet-
erans would be afforded a transparent, single-step appeal process with only one en-
tity responsible for processing the appeal. Essentially, under a simplified appeals
process, as soon as a Veteran files an appeal, the case would go straight to the
Board where a Judge would review the same record considered by the initial deci-
sion-maker and issue a final decision within one year; informing the Veteran wheth-
er that initial decision was substantially correct, contained an error that must be
corrected, or was simply wrong. If a Veteran disagrees with any or all of the final
appeals decision, the Veteran always has the option of filing a new claim for the
same benefit once the appeal is resolved, or may pursue an appeal to the Court of
Appeals for Veterans Claims.
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Rapid growth in the appeals workload exacerbates this challenge. As VBA has
produced record-setting claims-decision output over the past five years, appeals vol-
ume has grown commensurately. Between December 2012 and November 2015, the
number of pending appeals rose by 34 percent. Under current law with no radical
change in resources, the number of pending appeals is projected to soar by 397 per-
cent-from 437,000 to 2.17 million (chart, Status of Appeals)-between November 2015
and FY 2027.
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Rapid growth is expected in VA's appeals inventory
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VA firmly believes that justice delayed is justice denied. In the streamlined ap-
peals process proposed in the FY 2017 President’s Budget (chart, Proposed Sim-
plified Appeals), there would be a limited exception allowing the Board to remand
appeals to correct duty to notify and assist errors made on the part of the Agency
of Original Jurisdiction (AOJ) prior to issuance of the initial AOJ decision.
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Medical and Prosthetic Research

The 2017 Budget continues VA’s program of groundbreaking, high standard re-
search focused on advancing the health care needs of all Veterans. The 2017 Budget
requests $663 million for Medical Research and supports the President’s Precision
Medicine Initiative (PMI) to drive personalized medical treatment and the evolving
science of Genomic Medicine-how genes affect health. In addition to the direct ap-
propriation, Medical Research will be supported through $1.3 billion from VA’s Med-
ical Care program and other Federal and non-Federal research grants. Total fund-
ing for Medical and Prosthetic Research will be more than $2.0 billion in 2017.

VA research is focused on the U.S. Veteran population and allows VA to uniquely
address scientific questions to improve Veteran health care. Most VA researchers
are also clinicians and health care providers who treat patients. Thus, VA research
arises from the desire to heal rather than pure scientific curiosity and yields re-
markable returns.
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The First Powered Ankle-Foot Prosthesis

For more than 90 years, VA research has produced cutting-edge medical and pros-
thetic breakthroughs that improve the lives of Veterans and others. The list of ac-
complishments includes therapies for tuberculosis following World War II, the
implantable cardiac pacemaker, computerized axial tomography (CAT) scans, func-
tional electrical stimulation systems that allow patients to move paralyzed limbs,
the nicotine patch, the first successful liver transplants, the first powered ankle-foot
prosthesis, and a vaccine for shingles. VA researchers also found that one aspirin
a day reduces by half the rate of death and nonfatal heart attacks in patients with
unstable angina. More recently, VA investigators tested an insulin nasal spray that
shows great promise in warding off Alzheimer’s disease and found that prazosin (a
well-tested generic drug used to treat high blood pressure and prostate problems)
can help improve sleep and lessen nightmares for those with post-traumatic stress
disorder.

Beyond VA’s support of more than 2,200 continuing research projects, VA will le-
verage our Million Veteran Program (MVP)-already one of the world’s largest data-
bases of genetic information-to support several Precision Medicine Initiatives. The
first initiative will evaluate whether using a patient’s genetic makeup to inform
medication selection is effective in reducing complications and getting patients the
most effective medication for them. This initiative will focus on up to 21,500 Vet-
erans with PTSD, depression, pain, and/or substance abuse.
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The second initiative will focus on additional analysis of DNA specimens already
collected in the MVP. More than 438,000 Veteran volunteers have contributed DNA
samples so far. Genomic analysis on these DNA specimens allows researchers to ex-
tract critical genetic information from these specimens. There are several possible
“levels” of genomic analyses, with increasing cost.

Built into the design of MVP and currently funded within the VA research pro-
gram is a process known as “exome chip” genotyping-the tip of the iceberg in
genomic analysis. Exome Chip genotyping provides useful information, but newer
technologies promise significantly greater information for improving treatments. VA
proposes conducting the next level of analysis, known as “exome sequencing,” on up
to 100,000 Veterans who are enrolled in MVP. This exome sequencing analyzes the
part of the genome that codes for proteins-the large, complex molecules that perform
most critical functions in the body. Sequencing efforts will begin with a focus on
Veterans with PTSD and frequently co-occurring conditions such as depression,
pain, and substance abuse, and expand to other chronic illnesses such as diabetes
and heart disease, among others. This more detailed genetic analysis will provide
greater information on the biological factors that may cause or increase the risk for
these illnesses.

VA’s research and development program improves the lives of Veterans and all
Americans through health care discovery and innovation.

Other Priorities

Information Technology

The 2017 Budget demonstrates VA’s commitment to using cutting-edge informa-
tion technology (IT) to support transformation and ensure that the Veteran is at the
center of everything we do. The Budget requests $4.28 billion-an increase of $145
million (3.5 percent) from the 2016 enacted level-to help stabilize and streamline
core processes and platforms, eliminate the information security material weakness,
and institutionalize new capabilities to deliver improved outcomes for Veterans. The
request includes $471 million for new efforts to develop, improve, and enhance clin-
ical and benefits systems and processes and supports VA’s strategy to replace FMS.
The 2017 Budget was developed through Federal IT Acquisition Reform Act
(FITARA) compliant processes led by the Chief Information Officer (CIO), in concert
with the Chief Financial Officer and Chief Acquisition Officer.
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In FY 2015, the Office of Information and Technology (OIT) developed an IT En-
terprise Strategy and an Enterprise Cybersecurity Strategy. These strategies sup-
port OIT’s vision to become a world-class organization that provides a seamless, uni-
fied Veteran experience through the delivery of state-of-the-art technology. OIT is
implementing a new IT Security Strategy to improve VA’s security posture and
eliminate the Federal Information Security Management Act/Federal Information
System Controls Audit Manual material weakness.

The 2017 Budget includes $370.1 million for information security, an increase of
105 percent over the FY 2016 funding level. In addition, the 2017 Budget includes
$50 million to launch a new Data Management program to use data as a strategic
resource. Under this program, VA will inventory its data collection activities-with
the objective of requesting data from the Veteran only once-and dispose expired in-
formation in a secure and timely way. These two aspects will reduce VA costs for
data storage and support safeguards for Veterans’ information.

National Cemetery Administration

The National Cemetery Administration (NCA) has the solemn duty to honor Vet-
erans and their families with final resting places in national shrines and with last-
ing tributes that commemorate their service and sacrifice to our Nation. The 2017
Budget requests $286 million, an increase of $15 million (5.5 percent) to allow VA
to provide perpetual care for more than 3.5 million gravesites and more than 8,800
developed acres. The Budget supports NCA’s efforts to raise and realign gravesites
and repair turf in order to maintain cemeteries as national shrines. The Budget also
continues implementation of a Geographic Information System to enable enhanced
accounting of remains and gravesites and enhanced gravesite location for visitors.
The Budget positions NCA to meet Veterans’ emerging burial and memorial needs
in the decades to come by ensuring that Veterans and their families continue to
have convenient access to a burial option in a National, state, or tribal Veterans
cemetery and that the service they receive is dignified, respectful, and courteous.

VA Infrastructure

The 2017 Budget requests $900.2 million for VA’s Major and Minor construction
programs. The Budget invests in infrastructure projects at existing campuses that
will lead to seismically safe facilities, ensuring that Veterans are safe when they
seek care. The capital asset budget request demonstrates VA’s commitment to ad-
dress critical Major construction projects that directly affect patient safety and seis-
mic issues, and reflects VA’s promise to provide safe and secure facilities for Vet-
erans. The 2017 Budget also requests funding to ensure that VA has the ability to
provide eligible Veterans with access to burial services through new and expanded
cemeteries, and prevent the closure to new interments in existing cemeteries.

VA acknowledges the transformation underway in the landscape for health care
delivery. Our future space needs may be impacted by the changes we are already
implementing in how we deliver care for Veterans. In addition, we plan to poten-
tially incorporate any recommendations from the Commission on Care and their im-
pact on our changing service delivery into our long-term infrastructure strategy.

Leasing provides flexibility and enables VA to more quickly adapt to changes in
medical technology, workload, new programs, and demographics. VA is also looking
to Congress for authorization of 18 leases submitted in VA’s FY 2015 and 2016
Budget requests. The pending major medical facility lease projects will replace, ex-
pand, or create new outpatient clinics and research facilities and are critical for pro-
viding access for Veterans and enhancing our research capabilities nationwide. The
2017 Budget includes a request to authorize six additional replacement major med-
ical facility leases under VA’s authority in 38 U.S.C. §§ 8103 and 8104 and with
the anticipated delegation of leasing authority from the General Services Adminis-
tration. The Department is awaiting authorization of its request to expand the defi-
nition of “Medical Facilities” in VA’s authorizing statutes to allow VA to more easily
partner with other Federal agencies. Another proposal that deserves attention is au-
thorization of enhanced use lease (EUL) authority to encompass broader possibilities
for mixed-use projects. This change would give VA more opportunities to engage the
private sector, local governments, and community partners by allowing VA to use
underutilized property that would benefit Veterans and VA’s mission and oper-
ations.

Magjor Construction

The 2017 Budget requests $528.1 million for Major Construction. The request in-
cludes funds to address seismic problems in facilities in Long Beach, California, and
Reno, Nevada. These projects will correct critical safety and seismic deficiencies that



66

pose a risk to Veterans, VA staff, and the public. Consistent with Public Law 114—
58, the Department must identify a non-VA entity to execute these two projects, as
they are more than $100 million. We have identified the U.S. Army Corps of Engi-
neers as our construction agent to execute these projects.

We must prevent the devastation and potential loss of life that may occur because
our facilities are vulnerable to earthquakes-such as the one that occurred in 1971
in San Fernando, California. As shown, a 6.5-magnitude earthquake caused two
buildings in the San Fernando Medical Center to collapse and 46 patients and staff
to lose their lives.

San Fernando Medical Center collapse, 1971

These images show a known seismic deficiency at the San Francisco Medical Cen-
ter-built in 1933-wherein the rebar does not extend into the “pile cap.”

The request also includes funding for new national cemeteries in western New
York and southern Colorado, and national cemetery expansions in Jacksonville,
Florida and South Florida. These cemetery projects support NCA’s goal to ensure
that eligible Veterans have access to a burial option within a reasonable distance
from their residences.
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e The new western New York national cemetery will establish a dignified burial
option for more than 96,000 Veterans plus eligible family members in the west-
ern New York region.

e The new southern Colorado national cemetery will establish a dignified burial
option for more than 95,000 Veterans plus eligible family members in the south-
ern Colorado region.

e The Jacksonville National Cemetery expansion will develop approximately 30
acres of undeveloped land to provide approximately 20,200 gravesites.

e The South Florida National Cemetery expansion will develop approximately 25
acres of undeveloped land to provide approximately 21,750 gravesites.

Minor Construction

In 2017, the Budget requests $372 million for Minor Construction. The requested
amount would provide funding for ongoing projects that renovate, expand and im-
prove VA facilities, while increasing access for our Veterans. Examples of projects
include enhancing women’s health programs; providing additional domiciliaries to
further address Veterans’ homelessness; improving safety; mitigating seismic defi-
ciencies; transforming facilities to be more Veteran-centric; enhancing patient pri-
vacy; and enhancing research capabilities.

The Minor Construction request will also provide funding for gravesite expansion
and columbaria projects to keep existing national cemeteries open, and will support
NCA’s urban and rural initiatives. It will also provide funding for projects at VBA
regional offices nationwide and will fund infrastructure repairs and enhancements
to improve operations for the Department’s staff offices.
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Leasing

The 2017 Budget includes a request to authorize six replacement major medical
facility leases located in Corpus Christi, Texas; Jacksonville, Florida; Pontiac, Michi-
gan; Rochester, New York; Tampa, Florida; and Terre Haute, Indiana. These leases
will allow VA to provide continued access to Veterans that are served in these loca-
tions.

MyVA Transformation

MyVA puts Veterans in control of how, when, and where they wish to be served.
It is a catalyst to make VA a world-class service provider-a framework for modern-
izing VA’s culture, processes, and capabilities to put the needs, expectations, and in-
terests of Veterans and their families first. A Veteran walking into any VA facility
should have a consistent, high-quality experience.

MyVA will build upon existing strengths to promote an environment where VA
employees see themselves as members of one enterprise, fortified by our diverse
backgrounds, skills, and abilities. Moreover, every VA employee-doctor, rater, claims
processor, custodian, or support staffer, or the Secretary of Veterans Affairs-will un-
derstand how they fit into the bigger picture of providing Veteran benefits and serv-
ices. VA, of course, must also be a good steward of public resources. Citizens and
taxpayers should expect to see efficiency in how we run our internal operations.

Make Veterans want to be our customer V A

_Improving the Veteran b 5~ Objectives
Experience !

_Improving the Employee

Experience

_ Improving Internal

Support Services

__ Establishing a Culture of

Continuous Improvement

| Enhancing Strategic
Partnerships

The FY 2017 budget will make investments toward the five critical MyVA objec-
tives:

1. Improving the Veteran experience: At a bare minimum, every contact be-
tween Veterans and VA should be predictable, consistent, and easy; however, we are
aiming to make each touchpoint exceptional. It begins with receptionists who are
pleasant to our Veteran clients, but there is also a science to this experience. We
are focusing on human-centered design, process mapping, and working with leading
design firms to learn and use the technology associated with improving every inter-
action with clients.

2. Improving the employee experience-so we can better serve Veterans:
VA employees are the face of VA. They provide care, information, and access to
earned benefits. They serve with distinction daily. We cannot make things better
for Veterans without improving the work experience of our dedicated employees. We
must train them. We must move from a rules/fear-based culture to a principles/val-
ues-based culture. I learned in the private sector that it is absolutely not a coinci-
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dence that the very best customer-service organizations are almost always among
the best places to work.

3. Improving internal support services: We will let employees and leaders
focus on assisting Veterans, rather than worrying about “back office” issues. We
must bring our IT infrastructure into the 21st century. Our scheduling system,
where many of our issues with access to care were manifest, dates to 1985. Our Fi-
nancial Management System is written in COBOL, a language I used in 1973. This
is simply unacceptable. It impedes all of our efforts to best serve Veterans.

4. Establishing a culture of continuous improvement: We will apply Lean
strategies and other performance improvement capabilities to help employees exam-
ine their processes in new ways and build a culture of continuous improvement.

5. Enhancing strategic partnerships: Expanding our partnerships will allow
us to extend the reach of services available for Veterans and their families. We must
work effectively with those who bring capabilities and resources to help Veterans.

Breakthrough Priorities for CY 2016

While we have made progress, we are still on the first leg of a multi-year journey.
We have narrowed down our near-term focus to 12 “breakthrough priorities.”

Many of these reflect issues which are not new-they have been known problems,
in some cases, for years. We have already seen some progress in solving many of
them. However, we still have much work to do.

The following are our 12 priorities and the 2016 outcomes to which we aspire. We
understand that it will be a challenge to accomplish all of these goals this year, but
we have committed ourselves to producing results for Veterans and creating irre-
versible momentum to continue the transformation in future years.

Veteran facing VA internal fucing

Veteran Facing Goals
1. Improve the Veteran Experience.
e Breakthrough Outcome for 2016:

O Strengthen the trust in VA to fulfill our country’s commitment to Veterans; cur-
rently measured at 47 percent, we want it to be 70 percent by year end.

O Establish a Department-wide customer experience measurement framework to
enable data-driven service improvements.

O Make the Veterans Experience office fully operational.

O Expand the network of Community Veteran Engagement Boards to more than
100.
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Additionally, in order to deliver experiences to Veterans that are effective, easy,
and in which Veterans feel valued, medical centers will ensure that they are
fully staffed at the frontline with well-prepared employees who have been se-
lected for their customer service. Functionally, this means new frontline staff
will be assessed through a common set of customer service criteria, hired within
30 days of selection, and provided a nationally standardized onboarding and
training program.

2. Increase Access to Health Care.
e Breakthrough Outcome for 2016:

O

@]

When Veterans call or visit primary care facilities at a VA Medical Center,
their clinical needs will be addressed the same day.

When Veterans call for a new mental health appointment, they receive a sui-
cide risk assessment and immediate care if needed. Veterans already engaged
in mental health care identifying a need for urgent attention will speak with
a provider the same day.

) Utilizing existing VistA technology, Veterans will be able to conveniently get

medically necessary care, referrals, and information from any VA Medical Cen-
ter, in addition to the facility where they typically receive their care.

3. Improve Community Care.

o Breakthrough Outcome for 2016: Improve the Veterans’ experience with Care in
the Community. Following enactment of our requested legislation, by the end of

th
O VA will begin to consolidate and streamline its non-Department Provider Net-
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O

e year:

work and improve relationships with community providers and core partners.
Veterans will be able to see a community provider within 30 days of their refer-
ral.

Non-Department claims will be processed and paid within 30 days, 85 percent
of the time.

Health care claims backlog will be reduced to less than 10 percent of total in-
ventory.

Referral and authorization time will be reduced.

4. Deliver a Unified Veteran Experience.
e Breakthrough Outcome for 2016:

o

Vets.gov will be able to provide Veterans, their families, and caregivers with
a single, easy-to use, and high-performing digital platform to access the VA
benefits and services they have earned.

Vets.gov will be data-driven and designed such that the top 100 search terms
will be available within one click from search results. The top 100 search terms
will all be addressed within one click on the site.

All current content, features and forms from the current public-facing VA Web
sites will be redesigned, rewritten in plain language, and migrated to Vets.gov,
in priority order based on Veteran demand.

Additionally, we will have one authoritative source of customer data; elimi-
nating the disparate streams of Administration-specific data that require Vet-
erans to replicate inputs.

5. Modernize our Contact Centers (Including Veterans Crisis Line).
e Breakthrough Outcome for 2016:

@]

o

Veterans will have a single toll free phone number to access the VA Contact
Centers, know where to call to get their questions answered, receive prompt
service and accurate answers, and be treated with kindness and respect. VA
will do this by establishing the initial conditions necessary for an integrated
system of customer contact centers.

By the end of this year, every Veteran in crisis will have his or her call prompt-
ly answered by an experienced responder at the Veterans Crisis Line.

6. Improve the Compensation & Pension (C&P) Exam Process.
e Breakthrough Outcome for 2016:

(@]
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Improved Veteran satisfaction with the C&P Exam process. We will have a
baseline satisfaction metric in place by the end of February and will set a goal
for significant improvement once we know our baseline.

VA will have a national rollout of initiatives to ensure the experience is stand-
ardized across the Nation.
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7. Develop a Simplified Appeal Process.
e Breakthrough Outcome for 2016:

O Subject to successful legislative action, put in place a simplified appeals proc-
ess, enabling the Department to resolve 90 percent of appeals within one year
of filing by 2021.

O Increase current appeals production to more rapidly reduce the existing appeals
inventory.

8. Continue Progress in Reducing Veteran Homelessness.
o Breakthrough Outcome for 2016:

O Continue progress toward an effective end to Veteran homelessness by perma-
nently housing or preventing homelessness for an additional 100,000 Veterans
and their family members,

VA Internal Facing Goals
9. Improve the Employee Experience (Including Leadership Development).
e Breakthrough Outcome for 2016:

O Continue to improve the employee experience by developing engaged leaders at

all levels who inspire and empower all employees to deliver a seamless, inte-

grated, and responsive VA customer service experience.

More than 12,000 engaged leaders skilled in applying LDL principles, concepts,

and tools will work projects and/or initiatives to make VA a more effective and

efficient organization.

O Improve VA’s employee experience by incorporating LDL principles into VA’s
leadership and supervisor development programs and courses of instruction.

O VA Senior Executive performance plans will include an element that targets

how to improve employee engagement and customer service, and all VA employ-

ees will have a customer service standard in their performance plans.

Alll VA supervisors will have a customer service standard in their performance

plans.

VA will begin moving from paper-based individual development plans to a new

electronic version, making it easier for both supervisors and employees.

10. Staff Critical Positions.
e Breakthrough Outcome for 2016:

O Achieve significantly improved critical staffing levels that balance access and
clinical productivity, with targets of 95 percent of Medical Center Director posi-
tions filled with permanent appointments (not acting) and 90 percent of other
critical shortages addressed-management as well as clinical.

O Work to reduce “time to fill” hiring standards by 30 percent.

11. Transformation the Office of Information & Technology (OIT).

e Breakthrough Outcome for 2016: Achieve the following key milestones on the path
to creating a world-class IT organization that improves the support to business
partners and Veterans.

@]
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O

O Begin measuring IT projects based on end product delivery, starting with a
near-term goal to complete 50 percent of projects on time and on budget.

Stand up an account management office.

Develop portfolios for all Administrations.

Tie all supervisors’ and executives’ performance goals to strategic goals.

Close all current cybersecurity weaknesses.

Develop a holistic Veteran data management strategy.

Implement a quality and compliance office.

Deploy a transformational vendor management strategy.

Ensure implementation of key initiatives to improve access to care.

Establish one authoritative source for Veteran contact information, military
service history, and Veteran status.

O Finalize the Congressionally mandated DoD-VA Interoperability requirements.

OO0 00000
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12. Transform Supply Chain.
e Breakthrough Outcome for 2016:

O Build an enterprise-wide integrated Medical-Surgical supply chain that
leverages VA’s scale to drive an increase in responsiveness and a reduction in
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operating costs. More than $150 million in cost avoidance will be redirected to
priority Veteran programs.

We are rigorously managing each of these “breakthrough priorities” by instituting
a Department level scorecard, metrics, and tracking system. Each priority has an
accountable and responsible official and a cross-functional, cross-Department team
in support. Each team meets every other week in person with either the Secretary
or Deputy Secretary to discuss progress, identify roadblocks, and problem solve solu-
tions. This is a new VA-more transparent, collaborative, and respectful; less formal
ﬁnd gureaucratic; more execution and outcome-focused; principles based, not rules-

ased.

Legislative Priorities

The Department is grateful for your continuing support of Veterans and appre-
ciates your efforts to pass legislation enabling VA to provide Veterans with the high-
quality care they have earned and deserve. We have identified a number of nec-
essary legislative items that require action by Congress in order to best serve Vet-
erans going forward:

1. Improve Care in the Community: We need your help, as discussed on many
occasions, to help overhaul our Care in the Community programs. VA staff and sub-
ject matter experts have communicated regularly with congressional staff to discuss
concepts and concerns as we shape the future plan and recommendations. We be-
lieve that together we can accomplish legislative changes to streamline Care in the
Community programs before the end of this session of Congress.

2. Flexible Budget Authority: We need flexible budget authority to avoid artifi-
cial restrictions that impede our delivery of care and benefits to Veterans. Cur-
rently, there are more than 70 line items in VA’s budget that dedicate funds to a
specific purpose without adequate flexibility to provide the best service to Veterans.
These include limitations within the same general areas, such as health care funds
that cannot be spent on health care needs. These restrictions limit VA’s ability to
deliver Veteran care and benefits based on demand, rather than specific funding
lines. The 2017 Budget proposes language to provide VA with new authority to
transfer up to two percent of the discretionary appropriations for fiscal year 2017
between any of VA’s discretionary appropriations accounts. This new authority
would give VA greater ability to address emerging needs and overcome artificial
funding restrictions on providing Veterans’ care and benefits.

3. Support for the Purchased Health Care Streamlining and Moderniza-
tion Act: This legislation would clarify VA’s ability to contract with providers in
the community on an individual basis, outside of Federal Acquisition Regulations
(FAR), without forcing providers to meet excessive compliance burdens, while main-
taining essential worker protections. The proposal allows this option only when care
directly from VA or from a non-VA provider with a FAR-based agreement in place
is not feasibly available. Already, we have seen certain nursing homes not renew
their agreements with VA because of the excessive compliance burdens, and as a
result, Veterans are forced to find new nursing home facilities for residence.

VA further requests your support for our efforts to recruit and retain the very
best clinical professionals. These include, for example, flexibility for the Federal
work period requirement, which is inconsistent with private sector medicine, and
special pay authority to help VA recruit and retain the best talent possible to lead
our hospitals and health care networks.

4. Special Legislation for VA’s West Los Angeles Campus: VA has requested
legislation to provide enhanced use leasing authority that is necessary to implement
the Master Plan for our West Los Angeles Campus. That plan represents a signifi-
cant and positive step for Veterans in the Greater West Los Angeles area, especially
those who are most in need. We appreciate the Committee’s hearing in December
2015 on legislation to implement that Master Plan, and VA urges your support for
expedited consideration of this bill to secure enactment of it in this session of Con-
gress. Enactment of the legislation will allow us to move forward and get positive
results for the area’s Veterans after years of debate in the community and court ac-
tion. This bill would reflect the settlement of that litigation, and truly be a win-win
for Veterans and the community. I believe this is a game-changing piece of legisla-
tion as it highlights the opportunities that are possible when VA works in partner-
ship with the community.

5. Overhaul the Claims Appeals Process: As mentioned earlier, VA needs leg-
islation that sets out structural reforms that will allow VBA and the Board to pro-
vide Veterans with the timely, fair, and quality appeals decisions they deserve
thereby addressing the growing inventory of appeals.
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Lastly, let me again remind everyone that the vast majority of VA employees are
hard workers who do the right thing for Veterans every day. However, we need your
assistance in supporting the cultural change we are trying to drive. We are working
to change the culture of VA from one of rules, fear, and reprisals to one of prin-
ciples, hope, and gratitude. We need all stakeholders in this transformation to em-
brace this cultural transformation, including Congress. In fact, I think Congress,
above all, recognizes the policy window we have at hand and must have the courage
to make the type of changes it is asking VA and our employees to make. Congress
can only put Veterans first by caring for those who serve Veterans.

Our dedicated VA employees, if given the right tools, training, and support, can
and go out of their way to provide the best care possible to our Veterans and their
families.

Closing

VA exists to serve Veterans. We have spent the last year and a half working to
find new and better ways to provide high quality care and administer benefits effec-
tively and efficiently through responsible use of taxpayer dollars. We will continue
to face enormous challenges, and this budget request will provide the resources
needed to continue the transformation of this Department.

This budget and associated legislative proposals will allow us to streamline care
for Veterans and improve access by addressing existing gaps, develop a simplified
appeals process, further the progress we have made to eliminate the VBA claims
backlog and end Veteran homelessness, and improve our cyber security posture to
protect Veteran and employee data. It will also allow us to continue implementing
MyVA to guide overall improvements to VA’s culture, processes, and capabilities.

I have pledged that VA will ensure that the funds Congress appropriates to VA
will be used to improve both the quality of life for Veterans and the efficiency of
our operations. I am proud to continue this work and recognize there is much left
to be done. We have made great strides and are grateful for the support of Congress
through this transformation.

Thank you for the opportunity to appear before you today and for your continued
steadfast support of Veterans. We look forward to your questions.

——

Statements For The Record

GOVERNMENT ACCOUNTABILITY OFFICE

Statement for the Record by Randall B. Williamson, Director, Health Care

Letter

Chairman Miller, Ranking Member Brown, and Members of the Committee,

I am pleased to submit this statement on preliminary observations from our ongo-
ing work examining the Department of Veterans Affairs’ (VA) projected funding gap
in its fiscal year 2015 medical services appropriation account. As you know, VA’s
Veterans Health Administration operates one of the largest health care delivery sys-
tems in the nation-serving about 6.6 million patients-and had total budgetary re-
sources of nearly $51 billion for medical services in fiscal year 2015. In June 2015,
VA requested additional amounts from Congress because it projected a funding gap
of about $3 billion in its medical services appropriation account.! On July 31, 2015,
the VA Budget and Choice Improvement Act provided VA temporary authority to
use up to $3.3 billion from the Veterans Choice Program appropriation for obliga-
tions incurred for other specified medical services, starting May 1, 2015 and ending
October 1, 2015, to address its fiscal year 2015 projected funding gap.2 The Vet-

1In this statement, the projected funding gap refers to the period in fiscal year 2015 when
VA’s obligations for medical services were projected to exceed its available budgetary authority
for that purpose for that year. The Antideficiency Act prohibits agencies from incurring obliga-
tions in excess of available budget authority. 31 U.S.C. § 1341(a). An obligation is defined as
a “definite commitment that creates a legal liability of the government for the payment of goods
and services ordered or received, or a legal duty on the part of the United States that could
mature into a legal liability by virtue of actions on the part of the other party beyond the control
of the United States.” GAO, A Glossary of Terms Used in the Federal Budget Process, GAO 05
734SP (Washington, D.C.: September 2005), p. 70. We did not determine whether an
Antideficiency Act violation occurred, as such an evaluation was beyond the scope of our ongoing
work.
2Pub. L. No. 114-41, §§ 4001, 4004, 129 Stat. 443, 463-464 (2015).
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erans Choice Program, which was established by statute in 2014, generally allows
veterans to obtain care from a network of providers when their local VA medical
centers (VAMC) cannot provide the services due to long wait times or the distance
from veterans’ homes. 3

We and others have reported on past challenges VA has faced regarding the reli-
ability, transparency, and consistency of its budget estimates for medical services
used to support the President’s budget request, as well as the agency’s ability to ac-
curately track obligations for medical services. For example, in February 2012, we
reported that VA’s estimated savings from operational improvements for providing
medical services-used to support both the President’s budget request for fiscal year
2012 and VA’s advance appropriations request for fiscal year 2013-lacked analytical
support or were flawed, raising questions regarding the reliability of the estimated
savings.4 In addition, according to VA’s 2014 Performance and Accountability Re-
port, VA has financial system deficiencies and lacks an adequate process to validate
its reported obligations.?® In light of these challenges, coupled with VA’s fiscal year
2015 projected funding gap, members of Congress have questioned VA’s ability to
accurately estimate its budgetary needs for future years and track its obligations
for medical services.

My statement today will discuss our preliminary observations on

1. the activities or programs that accounted for VA’s fiscal year 2015 projected
funding gap in its medical services appropriation account, and

2.changes VA has made to prevent potential funding gaps in future years.

My statement today is based on our ongoing work examining VA’s fiscal year 2015
projected funding gap in its medical services appropriation account. To examine the
activities or programs that accounted for this projected funding gap, we reviewed
fiscal year 2015 obligation data and documents provided by VA, including requests
for VA’s fiscal year 2015 and 2016 budgets; VA’s requests to Congress for the au-
thority to transfer funds between its appropriations; internal memos and commu-
nications; and documents related to the projection model used by VA to estimate the
utilization of and associated costs for activities funded through its medical services
appropriation account. We analyzed this information to examine the activities or
programs in VA’s medical services budget that accounted for the projected funding
gap in fiscal year 2015, as well as the extent to which and reasons that each activity
or program contributed to the projected funding gap. We also interviewed officials
from VA and the Office of Management and Budget (OMB) to identify the steps
taken to address the projected funding gap.

To examine the changes VA has made or is planning to make to help prevent po-
tential funding gaps in future years, we obtained and reviewed VA documents, in-
cluding VA policy memoranda and internal reports, and interviewed VA officials. We
analyzed this information to identify new or updated processes for projecting future
budgetary needs and tracking obligations. We conducted a data reliability assess-
ment of VA’s fiscal year 2015 obligation data that we used, which included checks
for missing values and outliers, and interviewed officials from the Office of Finance
within the Veterans Health Administration, who are knowledgeable about the data.
As a result of these steps, we determined that the data were sufficiently reliable
for our objectives. We obtained the views of VA officials on the information provided
in this statement and incorporated their comments, as appropriate.

The work upon which this statement is based is being conducted in accordance
with generally accepted government auditing standards.

Background

VA provides medical services to various veteran populations-including an aging
veteran population and a growing number of younger veterans returning from the

3To address concerns about long wait times for care, in 2014, the Veterans Access, Choice,
and Accountability Act of 2014 was enacted to, among other things, establish the Veterans
Choice Program. Pub. L. No. 113-146, § 101,128 Stat. 1754, 1755-1765 (2014).

4See GAO, VA Health Care: Methodology for Estimating and Process for Tracking Savings
Need Improvement, GAO 12 305 (Washington, D.C.: Feb. 27, 2012). Proposed savings included
savings from operational improvements and management initiatives that are included in VA’s
budget justifications. The Veterans Health Care Budget Reform and Transparency Act of 2009
provided that VA’s annual appropriations for health care also include advance appropriations
that become available 1 fiscal year after the fiscal year for which the appropriations act was
enacted. Pub. L. No. 111-81, § 3, 123 Stat. 2137, 2137-38 (2009), codified at 38 U.S.C. § 117.
The act provided for advance appropriations for VA’s Medical Services, Medical Support and
Compliance, and Medical Facilities appropriations accounts and directed VA to include with in-
formation it provides Congress in connection with the annual appropriations process detailed
estimates of funds needed to provide its health care services for the fiscal year for which ad-
vance appropriations are to be provided.

5See VA, 2014 Performance and Accountability Report (Washington, D.C.: Nov. 12, 2014).
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military operations in Afghanistan and Iraq. VA operates approximately 170
VAMCs, 130 nursing homes, and 1,000 outpatient sites of care. In general, veterans
must enroll in VA health care to receive VA’s medical benefits package-a set of serv-
ices that includes a full range of hospital and outpatient services, prescription
drugs, and long-term care services provided in veterans’ own homes and in other
locations in the community.

The majority of veterans enrolled in the VA health care system receive care in
VAMCs and community-based outpatient clinics, but VA may authorize care
through community providers to meet the needs of the veterans it serves. For exam-
ple, VA may provide care through its Care in the Community (CIC) program, such
as when a VA facility is unable to provide certain specialty care services, like cardi-
ology or orthopedics.® CIC services must generally be authorized by a VAMC pro-
vider prior to a veteran receiving care. In addition to the CIC program, VA may also
provide care to veterans through the Veterans Choice Program, which was estab-
lished through the Veterans Access, Choice, and Accountability Act of 2014 (Choice
Act), enacted on August 7, 2014.7 Implemented in fiscal year 2015, the program
generally provides veterans with access to care by non-VA providers when a VA fa-
cility cannot provide an appointment within 30 days or when veterans reside more
than 40 miles from the nearest VA facility. The Veterans Choice Program is pri-
marily administered using contractors, who, among other things, are responsible for
establishing nationwide provider networks and scheduling appointments for vet-
erans. The Choice Act created a separate account known as the Veterans Choice
Fund, which cannot be used to pay for VA obligations incurred for any other pro-
gram, such as CIC, without legislative action.8 The Choice Act appropriated $10 bil-
lion to be deposited in the Veterans Choice Fund. Amounts deposited in the Vet-
erans Choice Fund are available until expended and are available for activities au-
thorized under the Veterans Choice Program. However, the Veterans Choice Pro-
gram activities are only authorized through fiscal year 2017 or until the funds in
the Veterans Choice Fund are exhausted, whichever occurs first. ©

As part of the President’s request for funding to provide medical services to vet-
erans, VA develops an annual budget estimate detailing the amount of services it
expects to provide as well as the estimated cost of providing those services. VA uses
the Enrollee Health Care Projection Model (EHCPM) to develop most of the agency’s
estimates of the budgetary needs to meet the expected demand for VA medical serv-
ices. 10 Like many other agencies, VA begins to develop these estimates approxi-
mately 18 months before the start of the fiscal year for which funds are provided.
Different from many agencies, VA’s Veterans Health Administration receives ad-
vance appropriations for health care in addition to annual appropriations. VA’s
EHCPM makes these projections 3 or 4 years into the future for budget purposes
based on data from the most recent fiscal year. In 2012, for example, VA used actual
fiscal year 2011 data to develop the budget estimate for fiscal year 2014 and the
advance appropriation estimate for fiscal year 2015. Similarly, in 2013, VA used ac-
tual fiscal year 2012 data to update the budget estimate for fiscal year 2015 and
develop the advance appropriation estimate for fiscal year 2016. Given this process,
VA’s budget estimates are prepared in the context of uncertainties about the future-
not only about program needs, but also about future economic conditions, presi-
dential policies, and congressional actions that may affect the funding needs in the
year for which the estimate is made-which is similar to budgeting practices of other
federal agencies. Further, VA’s budget estimates are typically revised during the
budget formulation process to incorporate legislative and department priorities as
well as in response to successively higher level of reviews in VA and OMB.

Each year, Congress provides funding for VA health care primarily through the
following appropriation accounts:

e Medical Services, which funds, among other things, health care services pro-

vided to eligible veterans and beneficiaries in VA’s medical centers, outpatient

6 VA has purchased health care services from community providers since as early as 1945. Be-
fore 2015, VA referred to its CIC program as “non-VA medical care” or “fee basis care.”

7Pub. L. No.113-146, 128 Stat. 1754 (2014).

8Pub. L. No.113-146, § 802, 128 Stat. 1754, 1802-1803 (2014). It was outside the scope of
our ongoing review to evaluate VA’s determinations to authorize an episode of care by non-VA
providers under the Veterans Choice Program as opposed to CIC.

9Pub. L. No.113-146, § 802(d), 128 Stat. 1754, 1802 (2014).

10The EHCPM’s estimates are based on three basic components: the projected number of vet-
erans who will be enrolled in VA health care, the projected quantity of health care services en-
rollees are expected to use, and the projected unit cost of providing these services. Unit costs
are the costs to VA of providing a unit of service, such as a 30-day supply of a prescription or
a day of care at a medical facility.



76

clinic facilities, contract hospitals, state homes, and outpatient programs on a
fee basis. 11 The CIC program is funded through this appropriation account.

e Medical Support and Compliance, which funds, among other things, the admin-
istration of the medical, hospital, nursing home, domiciliary, construction, sup-
ply, and research activities authorized under VA’s health care system.

e Medical Facilities, which funds, among other things, the operation and mainte-
nance of the Veterans Health Administration’s capital infrastructure, such as
costs associated with nonrecurring maintenance, utilities, facility repair, laun-
dry services, and groundskeeping. 12

Higher-than-Expected Obligations for the CIC Program and Hepatitis C
Drugs Accounted for VA’s Fiscal Year 2015 Projected Funding Gap

Higher-than-Expected Obligations for the CIC Program Accounted for 85 Percent
of VA’s Projected Fiscal Year 2015 Funding Gap

Our preliminary work suggests that the higher-than-expected obligations identi-
fied by VA in April 2015 for VA’s CIC program accounted for $2.34 billion (or 85
percent) of VA’s projected funding gap of $2.75 billion in fiscal year 2015.13 These
higher-than-expected obligations for the CIC program were driven by an increase in
utilization of VA medical services across VA, reflecting, in part, VA’s efforts to im-
prove access to care after public disclosure of long wait times at VAMCs. VA officials
expected that the Veterans Choice Program would absorb much of the increased de-
mand from veterans for health care services delivered by non-VA providers. How-
ever, veterans’ utilization of Veterans Choice Program services was much lower than
expected in fiscal year 2015. VA had estimated that obligations for the Veterans
Choice Program in fiscal year 2015 would be $3.2 billion, but actual obligations to-
taled only $413 million. Instead, VA provided a greater amount of services through
the CIC program, resulting in total obligations of $10.1 billion, which VA officials
stated were much higher than expected for that program in fiscal year 2015.14 Ac-
cording to VA officials, the lower-than-expected utilization of the Veterans Choice
Program in fiscal year 2015 was due, in part, to administrative weaknesses, such
as provider networks that had not been fully established, that slowed enrollment
in the program and that VAMC staff lacked guidance on when to refer veterans to
the program.

The unexpected increase in CIC obligations in fiscal year 2015 exposed weak-
nesses in VA’s ability to estimate costs for CIC services and track associated obliga-
tions. While VA officials first became concerned that CIC obligations might be sig-
nificantly higher than projected in January 2015, they did not determine that VA
faced a projected funding gap until April 2015-6 months into the fiscal year. They
made this determination after they compared authorizations in the Fee Basis
Claims System (FBCS)-VA’s system for recording CIC authorizations and estimating
costs for this care-with obligations in the Financial Management System (FMS)-the
centralized financial management system VA uses to track all of its obligations, in-
cluding those for medical services. In its 2015 Agency Financial Report (AFR), VA’s
independent public auditor identified the following issues as contributing to a mate-
rial weakness in estimating costs for CIC services and tracking CIC obligations: 15

e VAMCs individually estimate costs for each CIC authorization and record these

estimates in FBCS. This approach leads to inconsistencies, because each VAMC
may use different methodologies to estimate the costs they record.1® Having

111n this statement, when we refer to medical services provided by VA, we are referring only
to the services funded through its Medical Services appropriation account, which is where VA
projected its fiscal year 2015 funding gap.

12Nonrecurring maintenance is designed to correct, replace, upgrade, and modernize existing
infrastructure and utility systems.

13 At the end of the fiscal year, VA determined that the projected funding gap was lower than
it had initially projected, because VA reduced or halted funding for non-essential projects to
mitigate an initial £3 billion projection.

14The total obligations of $10.1 billion in fiscal year 2015 for the CIC program do not include
the $413 million in obligations for the Veterans Choice Program in that year.

15See VA, 2015 Agency Financial Report (Washington, D.C.: Nov. 16, 2015).

16 A recent VA Office of Inspector General report found that the methods used to calculate
estimated costs included Medicare rates, historical costs, and an optional cost estimation tool
provided by the Chief Business Office within the Veterans Health Administration. This office
is responsible for developing administrative processes, policy, regulations, and directives associ-
ated with the CIC program. The accuracy of estimates varied widely among these methodologies.
See VA Office of Inspector General, Audit of the Veterans Health Administration’s Non-VA Med-
ical Care Obligations (Washington, D.C.: Jan. 12, 2015).
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more accurate cost estimates for CIC authorizations is important to help ensure
that VA is aware of the amount of money it must obligate for CIC services.

e VAMCs do not consistently adjust estimated costs associated with authoriza-
tions for CIC services in a timely manner to ensure greater accuracy, and they
do not perform a “look-back” analysis of historical obligations to validate the
reasonableness of estimated costs. Furthermore, centralized, consolidated, and
consistent monitoring of CIC authorizations is not performed.

e FBCS is not fully integrated with VA’s systems for recording and tracking the
department’s obligations. Notably, the estimated costs of CIC authorizations re-
corded in FBCS are not automatically transmitted to VA’s Integrated Funds
Distribution, Control Point Activity, Accounting, and Procurement (IFCAP) sys-
tem, a procurement and accounting system used to send budgetary information,
such as obligations, to FMS. According to VA officials, because FBCS and
IFCAP are not integrated, at the beginning of each month, VAMC staff must
record in IFCAP estimated obligations for outpatient CIC services, and they use
historical obligations for this purpose.l? Depending on the VAMC, these esti-
mated obligations may be entered as a single lump sum covering all outpatient
care or as separate estimated obligations for each category of outpatient care,
such as radiology. Regardless of how they are recorded, the estimated obliga-
tions recorded in IFCAP are often inconsistent with the estimated costs of CIC
authorizations recorded in FBCS. In fiscal year 2015, the estimated obligations
that VAMCs recorded in IFCAP were significantly lower than the estimated
costs of outpatient CIC authorizations recorded in FBCS. VA officials told us
that they did not determine a projected funding gap until April 2015, because
they did not complete their analysis of comparing estimated obligations with es-
timated costs until then.

In addition, the Chief Business Office (CBO) within the Veterans Health Adminis-
tration, which is responsible for developing administrative processes, policy, regula-
tions, and directives associated with the CIC program, had not developed and imple-
mented standardized and comprehensive policies for VAMCs, regional networks, and
the office itself to follow when estimating costs for CIC authorizations and for moni-
toring authorizations and associated obligations. 18 This contributed to the material
weaknesses the independent public auditor identified in the AFR. The AFR and VA
officials we interviewed stated that because CIC was consolidated under CBO in fis-
cal year 2015 pursuant to the Choice Act, CBO did not have adequate time to imple-
ment efficient and effective procedures for monitoring CIC obligations.

To address the fiscal year 2015 projected funding gap, on July 31, 2015, VA ob-
tained temporary authority to use up to $3.3 billion in Veterans Choice Program
funds for obligations incurred for medical services from non-VA providers, whether
authorized under the Veterans Choice Program or CIC, starting May 1, 2015 and
ending October 1, 2015.19 Based on our preliminary work, Table 1 shows the se-
quence of events that led to VA’s request for and approval of additional budget au-
thority for fiscal year 2015.

171n contrast, obligations corresponding to inpatient CIC authorizations are automatically re-
corded into IFCAP when the authorization is entered into FBCS. Officials told us that the high
volume of outpatient CIC authorizations compared to the relatively lower volume of inpatient
CIC authorizations, among other issues, makes it impossible to automate the process for record-
ing outpatient CIC obligations using the existing systems.

18VA’s regional networks manage VAMCs within their network.

19 Of this amount, not more than $500 million could be used to pay for drug expenses relating
to the treatment of hepatitis C. Pub. L. No. 11441, § 4004, 129 Stat. 443, 463 (2015).
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Table 1: Timeline of Actions Taken to Address the Department of Veterans Affairs’ (VA) High-
er-than-Expected Obligations for Care in the Community (CIC) Program in Fiscal Year
2015

Date Action taken

January 2015 VA officials stated that they first became concerned that CIC
obligations might be significantly higher than projected.
Officials discovered that authorizations for CIC, which are
recorded in the Fee Basis Claims System (FBCS), had
increased between 30 and 40 percent compared to the same
period in the prior year, while obligations recorded in the
Integrated Funds Distribution, Control Point Activity,
Accounting, and Procurement (IFCAP) system and transmitted
to the Financial Management System (FMS) had not
increased correspondingly. (a).

January - April 2015 VA officials told us that, upon discovering the discrepancy
between authorizations and obligations, VA undertook efforts
to determine the cause of the discrepancy by comparing its
authorizations in FBCS with obligations in FMS. VA officials
stated that this process involved analyzing millions of
transactions and was complicated by the lack of
interoperability between FBCS and FMS..

April 2015 VA officials determined that CIC obligations were
underreported in FMS, were projected to exceed the
program’s budgetary resources as currently allotted, and
estimated this would result in a projected funding gap. (b).
May 2015 VA explored whether it had other budgetary resources
available to address its projected funding gap and reduced
or halted funding for non-essential projects..

May - June 2015 Officials stated that VA asked the Office of Management and
Budget whether unobligated balances from prior years in
other appropriation accounts could be used to address the
projected funding gap. VA was informed that this was not
possible..

June 2015 VA notified the Senate and House Committees on Veterans
Affairs of its projected funding gap of about $3 billion-of
which it attributed $2.5 billion to its CIC program-and
requested temporary authority to use Veterans Choice
Program funds for other purposes, specifically to cover the
projected funding gap in VA's medical services appropriation
account. (c).

July 2015 VA obtained temporary authority to use up to $3.3 billion in
Veterans Choice Program funding to cover the projected
funding gap..

September 30, 2015 At the end of the fiscal year, VA determined that its

projected funding gap was $2.75 billion-of which VA
attributed $2.34 billion to its CIC program. This amount was
lower than VA had initially projected, because VA reduced or
halted funding for non-essential projects..

Source: GAO analysis based on VA documentation and interviews. ? GAO-16-374T.

(a) VA medical centers (VAMC) use FBCS to record CIC authorizations and estimate costs for this care. IFCAP is a decentralized procure-
ment, funds control, and front-end accounting system. IFCAP transmits obligations to VA's FMS. VA uses FMS to track all of its obligations,
including those for medical services.

(b) According to VA officials, VAMCs record obligations for outpatient CIC in IFCAP monthly, using historical obligations in each category of
care, such as radiology. In contrast, obligations associated with inpatient CIC are automatically transmitted to IFCAP at the time the care is
authorized in FBCS.

(c) In June 2015, VA officials provided the House Committee on Veterans Affairs with a spreadsheet outlining its expected obligations for
CIC through the end of fiscal year 2015 compared to the amount budgeted for CIC at the beginning of the fiscal year. The amount budgeted
for CIC, as reported to the committee, did not match the amount allocated for CIC in VA's budget justification, which was presented to Con-
gress as part of the President’s budget request in February 2015. VA officials told us that the amounts did not match because VA had made
changes in how it defined its CIC program between the time the budget justification was developed and the beginning of fiscal year 2015,
including reorganizing certain programs as a result of the Veterans Access, Choice, and Accountability Act of 2014 under the Chief Business
Office, which is responsible for developing administrative processes, policy, regulations, and directives associated with the CIC program. VA
officials were unable to fully reconcile the difference between the two amounts.

Unanticipated Obligations for Hepatitis C Drugs Contributed to the Re-
maining Portion of VA’s Projected Fiscal Year 2015 Funding Gap

Our preliminary work also suggests that unexpected obligations for new hepatitis
C drugs accounted for $0.41 billion of VA’s projected funding gap of $2.75 billion
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in fiscal year 2015.20 Although VA estimated that obligations in this category would
be $0.7 billion that year, actual obligations totaled about $1.2 billion.

VA officials told us that VA did not anticipate in its budget the obligations for
new hepatitis C drugs -which help cure the disease-because the drugs were not ap-
proved by the Food and Drug Administration until fiscal year 2014, after VA had
already developed its budget estimate for fiscal year 2015. The new drugs costs be-
tween $25,000 and $124,000 per treatment regimen, and according to VA officials
demand for the treatment was high. 2! Officials told us that about 30,000 veterans
received these drugs in fiscal year 2015.

In October 2014, VA reprogrammed $0.7 billion within its medical services appro-
priation account to cover projected obligations for the new hepatitis C drugs, after
VA became aware of the drugs’ approval. However, in January 2015, VA officials
recognized that obligations for the new hepatitis C drugs would be significantly
higher by year end than they expected. VA officials told us that they assessed next
steps and then limited access to the drugs to those veterans with the most severe
cases of hepatitis C. In June 2015, VA requested statutory authority to transfer
funds dedicated to the Veterans Choice Program to VA’s medical services appropria-
tion account to cover the projected funding gap.

VA has Taken Steps to Better Track Obligations and Project Health Care
Utilization, but Systems Deficiencies and Budgeting Uncertainties Re-
main

VA Has Taken Steps to Better Track Obligations, but Deficiencies Remain in the
Systems for Tracking Obligations

Our preliminary work indicates that VA has developed new processes to prevent
funding gaps for fiscal year 2016 and future years by improving its ability to track
obligations for CIC services and hepatitis C drugs.

e In August 2015, VA issued a standard operating procedure to all VAMCs for
recording estimated costs for inpatient and outpatient CIC in FBCS. The proce-
dure, among other things, stipulates that VAMCs are to base estimated costs
on historical cost data provided by VA. In addition, VA developed a software
patch-released in December 2015 to all VAMCs-that automatically generates es-
timated costs for CIC authorizations, thereby eliminating the need for VAMC
staff to individually estimate costs and record them in FBCS. According to VA
officials, these changes should result in more accurate estimated costs for CIC
authorizations. However, VA officials told us that accurately estimating the cost
of CIC authorizations is challenging because of several unknown factors, such
as thz% number of times a veteran may seek treatment for a recurring condi-
tion.

e In November 2015, VA allocated funds for CIC and hepatitis C drugs to each
VAMC. 23 In addition, VA officials told us that to identify VAMCs that may be
at risk for exhausting their funds before the end of the fiscal year, VA began
tracking VAMCs’ obligations for CIC and hepatitis C drugs through monthly re-
ports. Officials from the Office of Finance within the Veterans Health Adminis-
tration told us that once a VAMC had obligated its CIC and hepatitis C drug
funds, it would have to request additional funds from VA. VA would, in turn,
evaluate the validity of a VAMC’s request and determine whether additional
funds may be made available. This practice could limit veterans’ access to CIC
services or hepatitis C drugs in some locations. Officials told us that these steps
are intended to reduce the risk of VAMCs obligating more funds than VA’s
budgetary resources allow.

e In November 2015, VA also issued a policy requiring VAMCs to identify and
report on potentially inaccurate estimated costs for CIC authorizations recorded
in FBCS and any discrepancies between estimated costs for CIC authorizations
recorded in FBCS and the amount of estimated obligations recorded in FMS.
According to VA officials, these discrepancies may signal a risk of VA under ob-
ligating funds for CIC, leaving VA potentially unable to pay for authorized care.

20 In addition, VA faced unanticipated construction costs totaling $875 million for the new Au-
rora, Colorado VAMC. VA reprogrammed funds in its medical services account, and with statu-
tory authority, transferred funds from other VA appropriation accounts to cover these unantici-
pated construction costs.

21VA officials told us that they were not aware of the cost of these drugs until after their
approval.

22 A gingle authorization may allow for multiple episodes of care, such as up to 10 visits to
a physical therapist. Alternatively, a veteran may choose not to seek the care that was author-
ized.

23VA officials told us that, after VA received its fiscal year 2016 appropriations in December
2015, VA increased the funds allocated to VAMCs.
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VA’s policy also requires VAMCs to address concerns identified by VAMCs in
these reports-such as adjusting unreasonably low estimated costs for CIC au-
thorizations and unreasonably low estimated obligations, to make the estimates
more accurate. Under VA’s new policy, network directors are required to certify
monthly that the reports have been reviewed and concerns addressed.

VA officials told us that these new processes are necessary to help prevent future
funding gaps because of the deficiencies in VA’s systems for tracking obligations,
which we have described previously.

Officials also told us that VA is exploring options for replacing IFCAP and FMS,
which officials describe as antiquated systems based on outdated technology, and
the department has developed a rough timeline and estimate of budgetary needs to
make these changes. Officials told us that the timeline and cost estimate would be
refined once concrete plans for replacing IFCAP and FMS are developed. Officials
told us that replacing IFCAP and FMS is challenging due to the scope of the project
and the requirement that the replacement system interface with various VA legacy
systems, such as the Veterans Health Information Systems and Technology Archi-
tecture, VA’s system containing veterans’ electronic health records. However, as we
have previously reported, VA has made previous attempts to update IFCAP and
FMS that were unsuccessful. In October 2009, we attributed these failures to the
lack of a reliable implementation schedule and cost estimates, among other factors,
and made several recommendations aimed at improving program management. 24

VA is Using More Recent Data to More Accurately Project Future Health
Care Utilization, but Budgetary Uncertainties Remain

Our preliminary work indicates that VA updated its EHCPM to include data from
the first 6 months of fiscal year 2015, reflecting increased health care utilization in
that year, which VA officials told us will inform VA’s budget estimate for fiscal year
2017 and advance appropriations request for fiscal year 2018.25 Without this
change, VA would have used actual data from fiscal year 2014 to make its budget
estimate and inform the President’s budget request for fiscal years 2017 and 2018.

However, as we have previously reported, while the EHCPM projection informs
most of VA’s budget estimate, the amount of the estimate is determined by several
factors, including the President’s priorities. Historically, the final budget estimate
for VA has consistently been lower than the amount projected for modeled services.
VA officials told us that they expect any difference between the fiscal year 2017
budget estimate and the amount projected by VA’s model to be made up by greater
utilization of the Veterans Choice Program. However, VA’s authority to use Vet-
erans Choice Program funds is only available through fiscal year 2017 or until the
funds are exhausted, whichever occurs first.

VA has also taken steps to help increase utilization of the Veterans Choice Pro-
gram. VA issued policy memoranda to VAMCs in May and October 2015, requiring
them to refer veterans to the program if timely care cannot be delivered by a
VAMC, rather than authorizing care through the CIC program. With statutory au-
thority, VA has also loosened restrictions on veterans’ use of the Veterans Choice
Program, eliminating the requirement that veterans must be enrolled in the VA
health care system by August 2014 in order to receive care through the program. 26
While data from November 2015 indicate that utilization of care under the Veterans
Choice Program has increased, VA officials expressed concerns that utilization
would not reach the levels projected for fiscal year 2016 because of continuing weak-
nesses in implementing the program. For example, in November 2015, VA’s Office
of Compliance and Business Integrity identified extensive noncompliance among
VAMCs with VA’s policies for implementing the Veterans Choice Program and rec-
ommended training for VAMC staff responsible for implementing the program.27
The office also recommended that VA establish internal controls to ensure compli-
ance with VA’s policies. As of January 2016, VA had not completed a plan for estab-
lishing these internal controls.

Like other health care payers, VA faces uncertainties estimating the cost of
emerging health care treatments-such as costly drugs to treat chronic diseases af-
fecting veterans. VA, like other federal agencies, prepares its budget estimate 18

24 Previous unsuccessful attempts to update FMS include the Core Financial and Logistics
System in 2004. See GAO, Information Technology: Actions Needed to Fully Establish Program
Management Capability for VA’s Financial and Logistics Initiative, GAO 10 40 (Washington,
D.C.: Oct. 26, 2009).

25The President’s Budget request for fiscal year 2016 and VA’s fiscal year 2016 congressional
budget justification had been submitted by the time officials realized that VA faced a projected
funding gap for its medical services appropriation account in fiscal year 2015.

26 Pub. L. No. 114—41, § 4005(b), 129 Stat. 443, 464 (2015).

27This office provides internal oversight of the VAMCs’ revenue and CIC operations.
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months in advance of the start of the fiscal year for which funds are provided. At
the time VA develops its budget estimate, it may not have enough information to
estimate the likely costs for health care services or these treatments with reason-
able accuracy. However, by establishing appropriate internal controls, VA can help
reduce the risks associated with the weaknesses in its budgetary projections and
monitoring.

Chairman Miller, Ranking Member Brown, and Members of the Committee, this
concludes my statement for the record.
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key contributions to this statement include Rashmi Agarwal, Assistant Director;
Luke Baron; Krister Friday; Jacquelyn Hamilton; and Michael Zose.

This is a work of the U.S. government and is not subject to copyright protection
in the United States. The published product may be reproduced and distributed in
its entirety without further permission from GAO. However, because this work may
contain copyrighted images or other material, permission from the copyright holder
may be necessary if you wish to reproduce this material separately.

GAO’s Mission

The Government Accountability Office, the audit, evaluation, and investigative
arm of Congress, exists to support Congress in meeting its constitutional respon-
sibilities and to help improve the performance and accountability of the federal gov-
ernment for the American people. GAO examines the use of public funds; evaluates
federal programs and policies; and provides analyses, recommendations, and other
assistance to help Congress make informed oversight, policy, and funding decisions.
GAO’s commitment to good government is reflected in its core values of account-
ability, integrity, and reliability.

Obtaining Copies of GAO Reports and Testimony

The fastest and easiest way to obtain copies of GAO documents at no cost is
through GAO’s Web site (http:/www.gao.gov). Each weekday afternoon, GAO posts
on its Web site newly released reports, testimony, and correspondence. To have
GAO e mail you a list of newly posted products, go to http:/www.gao.gov and select
“E-mail Updates.”

Order by Phone

The price of each GAO publication reflects GAQO’s actual cost of production and
distribution and depends on the number of pages in the publication and whether
the publication is printed in color or black and white. Pricing and ordering informa-
tion is posted on GAQ’s Web site, http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or TDD (202)
512-2537.

Orders may be paid for using American Express, Discover Card, MasterCard,
Visa, check, or money order. Call for additional information.

Connect with GAO

Connect with GAO on Facebook, Flickr, Twitter, and YouTube.
Subscribe to our RSS Feeds or E-mail Updates.

Listen to our Podcasts and read The Watchblog.

Visit GAO on the web at www.gao.gov.

To Report Fraud, Waste, and Abuse in Federal Programs

Contact:

Website: http:/www.gao.gov/fraudnet/fraudnet.htm

E-mail: fraudnet@gao.gov

Automated answering system: (800) 424-5454 or (202) 512-7470

Congressional Relations

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-4400, U.S.
Government Accountability Office, 441 G Street NW, Room 7125, Washington, DC
20548

Public Affairs



82

Chuck Young, Managing Director, youngcl@gao.gov, (202) 512—-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

GAO Highlights

Highlights of GAO-16-374T, a statement for the record to the Committee on Vet-
erans Affairs, House of Representatives

Why GAO Did This Study

VA projected a funding gap in its fiscal year 2015 medical services appropriation
account and obtained temporary authority to use up to $3.3 billion in Veterans
Choice Program funding to close this gap. GAO was asked to examine VA’s fiscal
year 2015 projected funding gap and changes VA has made to help prevent potential
funding gaps in future years.

This statement is based on GAO’s ongoing work and provides preliminary obser-
vations on (1) the activities or programs that accounted for VA’s fiscal year 2015
projected funding gap in its medical services appropriation account and (2) changes
VA has made to prevent potential funding gaps in future years. GAO reviewed data
VA provided on its obligations and related documents to determine what activities
accounted for the projected funding gap in its fiscal year 2015 medical services ap-
propriation account, as well as the factors that contributed to the projected funding
gap. GAO interviewed VA and Office of Management and Budget officials to identify
the steps taken to address the projected funding gap. GAO also examined changes
VA made to better track obligations and project future budgetary needs.

GAO shared the information provided in this statement with VA and incorporated
its comments as appropriate.

VA’S HEALTH CARE BUDGET

Preliminary Observations on Efforts to Improve Tracking of Obligations
and Projected Utilization

What GAO Found

GAOQO’s ongoing work indicates that two areas accounted for the Department of
Veterans Affairs’ (VA) fiscal year 2015 projected funding gap of $2.75 billion. Spe-
cifically,

e Higher-than-expected obligations for VA’s longstanding care in the community
(CIC) program-which allows veterans to obtain care from providers outside of
VA facilities-accounted for $2.34 billion or 85 percent of VA’s projected funding
gap. VA officials expected that the new Veterans Choice Program-which was im-
plemented in fiscal year 2015 and also allows veterans to access care from non-
VA providers under certain conditions-would absorb veterans’ increased demand
for care after public disclosure of long wait times. However, administrative
weaknesses slowed enrollment into this new program. The unexpected increase
in CIC obligations also exposed VA’s weaknesses in estimating costs for CIC
services and tracking associated obligations. VA officials did not determine that
VA faced a projected funding gap until April 2015-6 months into the fiscal year,
after they compared estimated authorizations with estimated obligations for
CIC.

e Unanticipated obligations for hepatitis C drugs accounted for the remaining
portion-$408 million-of VA’s projected funding gap. VA did not anticipate in its
budget the obligations for these costly, new drugs, which can help cure the dis-
ease, because the drugs did not gain approval from the Food and Drug Adminis-
tration until fiscal year 2014-after VA had already developed its budget esti-
mate for fiscal year 2015. VA officials told GAO that in fiscal year 2015 about
30,000 veterans received these drugs, which cost between $25,000 and $124,000
per treatment regimen.

GAO’s ongoing work indicates that VA has taken steps to better track obligations
and project future healthcare utilization, but systems deficiencies and budgetary un-
certainties remain. Specifically, GAO’s preliminary results indicate that VA has
taken the following steps:

e VA issued a standard operating procedure to help VA medical centers (VAMC)
more accurately estimate the costs associated with authorizations for CIC.
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e VA directed VAMCs to compare their estimated costs for CIC authorizations
with estimated obligations for CIC on a monthly basis.

e VA allocated funds to each VAMC for CIC and hepatitis C drugs and began
tracking VAMCS’ obligations with monthly reports. Officials told GAO that once
a VAMC has obligated its funds, it would have to request additional funds. VA
would determine whether additional funds may be made available. These proc-
esses are necessary because continued deficiencies in VA’s financial systems
present challenges in tracking of obligations.

e VA updated the model it uses to inform most of its budget estimates for medical
services. It now includes more recent data that reflect increased healthcare uti-
lization among veterans in fiscal year 2015. However, VA officials noted uncer-
tainties remain about the forecasted utilization of the Veterans Choice Program
and emerging health care treatments, which could affect the accuracy of the
health care budget estimates.

——
THE INDEPENDENT BUDGET
Budget Recommendations for FY 2017 and FY 2018

Introduction

For 30 years, the co-authors of The Independent Budget-DAV (Disabled American
Veterans), Paralyzed Veterans of America (PVA), and Veterans of Foreign Wars
(VFW)-have presented our budget and policy recommendations to Congress and the
Administration. Our recommendations are meant to inform Congress and the Ad-
ministration of the needs of our members and all veterans and to offer substantive
solutions to address the many health care and benefits challenges they face. This
budget report serves as our benchmark for properly funding the Department of Vet-
erans Affairs (VA) to ensure the delivery of timely, quality health care and accurate
and appropriate benefits.

The Independent Budget veterans’ service organizations (IBVSOs) recognize that
Congress and the Administration continue to face immense pressure to reduce fed-
eral spending. However, we believe that the ever-growing demand for health care
and benefits services provided by the VA certainly validates the continued need for
sufficient funding. We understand that VA has fared better than most federal agen-
cies in budget proposals and appropriations.

In the past couple of years, as many federal agencies have faced reductions in
funding, the Administration has continued to request increases to discretionary
funding for VA. At the same time, Congress has continued to provide increases in
appropriations dollars. However, the serious access problems in the health care sys-
tem identified in 2014 and the continued pressure being placed on the claims proc-
essing system raise serious questions about the resources being provided and how
VA chooses to spend these resources. In fact, Deputy Secretary Gibson affirmed on
multiple occasions that for too long VA has been “managing to budget, not to need.”
This is an unacceptable practice for an agency charged with meeting the needs of
veterans who have served and sacrificed.

The IBVSOs are jointly releasing this stand-alone report that focuses solely on the
budget of VA and our projections for the VA’s funding needs across all programs.
This report is not meant to suggest that these are the absolute correct answers for
funding these services. However, in submitting our recommendations the IBVSOs
are attempting to produce an honest assessment of need that is not subject to the
politics of federal budget development and negotiations that inevitably have led to
continuous funding deficits.

Our recommendations include funding for all discretionary programs for FY 2017
as well as advance appropriations recommendations for medical care accounts for
FY 2018. Our recommendations reflect our concerns with obtaining adequate fund-
ing levels for the VA in light of the massive shortfall that the VA faced last summer.
It affirms the need for added emphasis on properly staffing the health care system
and building capacity, particularly in the spinal cord injury system of care that
serves the largest single inpatient population of veterans. We hope that the House
and Senate Committees on Veterans’ Affairs as well as the Military Construction
and Veterans’ Affairs Appropriations Subcommittees will be guided by these esti-
mates in making their decisions to ensure sufficient, timely, and predictable funding
for VA.
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Veterans Health Administration
Total Medical Care

FY 2017 IB Recommendation $72.8 billion
FY 2017 Enacted Advance Appropriations $63.3 billion
Medical Care Collections $3.3 billion
Total Advance Appropriations $66.6 billion

FY 2017 Revised Administration Request

**This amount includes approximately $3.6 billion
in Medical Care Collections and nearly $5.6 bil-
lion in funding used under authorities of the

Choice Act.
Total $74.2 billion
FY 2018 IB Advance Appropriations Recommendation $77.0 billion
FY 2018 Administration Advance Appropriations Request $70.0 billion
Medical Care Collections $3.6 billion
Total $73.6 billion

The IBVSOs appreciate the fact that the Administration continues to present
budget recommendations for the overall Medical Care accounts that address vet-
erans’ growing demand for health care services. Unfortunately, we believe the FY
2017 advance appropriation approved by Congress in the FY 2016 Consolidated and
Further Continuing Appropriations Act is not sufficient to meet the full demand for
services being placed on the system. For FY 2017, the IB recommends approxi-
mately $72.8 billion in total medical care funding. Congress recently approved only
$66.6 billion for this account (including an assumption of approximately $3.3 billion
in medical care collections).

Of particular concern to the IBVSOs that VA continues to over-project and under-
perform its medical care collections estimates. Overestimating medical care collec-
tions allows Congress to appropriate fewer discretionary dollars for the health care
system. However, when VA fails to collect what VA originally estimated, it is left
with insufficient funding to meet the actual demand by veterans. As long as this
scenario continues, VA will find itself falling farther behind in its ability to care for
enrolled veterans, the precise situation now occurring.

Similarly, we are concerned that the baseline for FY 2016 was not appropriately
adjusted in the previous continuing appropriations bill to offset the severe shortfall
the VA experienced last year. The underfunded baseline will assuredly have a seri-
ous negative downstream effect on funding for FY 2017 and FY 2018. We believe
that it will be critical moving forward for VA to adjust its baseline for total Medical
Care need to account for the much greater demand for services.

With these thoughts in mind, The Independent Budget also recommends approxi-
mately $77.0 billion for total Medical Care for FY 2018. This recommendation re-
flects the necessary adjustment to the baseline for all Medical Care program fund-
ing in the preceding fiscal years.

Medical Services
Appropriations for FY 2017

FY 2017 IB Recommendation $60.9 billion
FY 2017 Revised Administration Request

Medical Services $45.5 billion
Medical Community Care (New Proposed Account) $7.2 billion
Section 801 and 802 Choice Act Funds $5.7 billion
Medical Care Collections $3.6 billion
Total $58.4 billion
FY 2017 Enacted Advance Appropriations $51.7 billion
Medical Care Collections $3.6 billion
Total $55.3 billion

For FY 2017, The Independent Budget recommends $60.9 billion for Medical Serv-
ices. This recommendation is a reflection of multiple components. These components
include the following recommendations:

Current Services Estimate........... $57,114,044,000



Increase in Patient Workload........... $1,409,713,000
Additional Medical Care Program Cost........ $2,345,000,000
Total FY 2016 Medical Services.......... $60,868,757,000

The current services estimate reflects the impact of projected uncontrollable infla-
tion on the cost to provide services to veterans currently using the system. This esti-
mate also assumes a 1.2 percent increase for pay and benefits across the board for
all VA employees in FY 2017. The Administration recently announced an intention
to provide a 1.6 percent comparability increase. The significant increase in our rec-
ommended funding also reflects an adjustment in the baseline for funding within
the Medical Services account of approximately $2.85 billion. The Independent Budg-
et believes this adjustment is necessary in light of a more than $3 billion shortfall
that the VA health care system experienced last summer. The fact that VA provided
7 million more appointments last year-both within VA facilities and in the commu-
nity-is further evidence of the dramatic rise in demand. If the baseline from FY
2016 is not adjusted to better reflect the true demand VA is experiencing, we believe
the VA will inevitably face a severe shortfall again this fiscal year and next.

Our estimate of growth in patient workload is based on a projected increase of
approximately 103,000 new unique patients. These patients include priority group
1>-8 veterans and covered non-veterans. We estimate the cost of these new unique
patients to be approximately $1.2 billion. The increase in patient workload also in-
cludes a projected increase of 53,150 new Operation Enduring Freedom and Oper-
ation Iraqi Freedom (OEF/OIF) enrollees, as well as Operation New Dawn (OND)
veterans at a cost of approximately $215 million. The increase in utilization among
OEF/OIF/OND veterans is supported by the average annual increase in new users
through the third quarter of FY 2015.

The Independent Budget believes that there are additional projected medical pro-
gram funding needs for VA. Specifically, we believe there is real funding needed to
address the array of long-term-care issues facing VA, including the shortfall in insti-
tutional capacity; critical resources to address the continually increasing demand for
life-saving Hepatitis C treatments; to provide additional centralized prosthetics
funding (based on actual expenditures and projections from the VA’s Prosthetics and
Sensory Aids Service); funding to expand and improve services for women veterans;
as well as funding necessary to improve the Comprehensive Family Caregiver pro-
gram. Similarly, VA must ensure that adequate funding is directed towards special-
ized services, to include the beds and staffing infrastructure for the spinal cord in-
jury service which delivers lifetime care for a patient population that heavily relies
on the VA health care system. Lack of commitment to these programs threatens the
health and well-being of many of the most vulnerable populations of veterans.

Long-Term Services and Supports

The Independent Budget recommends $285 million for FY 2017. This rec-
ommendation reflects the fact that there was a significant increase in the number
of veterans receiving Long Term Services and Supports (LTSS) in 2015. Unfortu-
nately, due to loss of authorities-specifically fee-care no longer being authorized, pro-
vider agreement authority not yet enacted, and the inability to use Choice funds for
all but skilled nursing care-to purchase appropriate LTSS care particularly for
home- and community-based care, we estimate an increase in the number of vet-
erans using the more costly long-stay and short-stay nursing home care. This fund-
ing is particularly important to veterans with spinal cord injury/disease (SCI/D), as
they tend to rely on inpatient LTSS that is far more complex than the average vet-
eran. Unfortunately, SCI/D veterans are significantly underserved by VA’s LTSS.
We believe the Administration must demonstrate serious commitment to expanding
capacity for long-term care for veterans with SCI/D.

Hepatitis C

We also recommend $1.7 billion dedicated specifically to the goal of expanding
treatment for veterans diagnosed with Hepatitis C. The VA previously projected a
goal to treat 120,000 veterans with Hepatitis C between FY 2016 and FY 2018. In,
FY 2017, VA is expected to treat as many as 50,000 veterans with a projected cost
of approximately §1.7 billion. This estimate also includes the assumption of a 10
percent cost reduction per veteran, which we believe the VA will be able to achieve
through the introduction of newer and cheaper Hepatitis C medications, and if the
VA renegotiates the price of current medications.

Prosthetics and Sensory Aids

In order to meet the increase in demand for prosthetics, the IB recommends an
additional $150 million. This increase in prosthetics funding reflects a similar in-
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crease in expenditures from FY 2015 to FY 2016 and the expected continued growth
in expenditures for FY 2017. With the development of new advanced prosthetics
that will benefit veterans with the most catastrophic disabilities, such as loss of sin-
gle or multiple limb functions, significant resources must be provided to support this
advancement. Failure to do so will limit the options available to veterans with the
greatest need.

Caregiver Support Program

Our increased program cost recommendation also includes $120 million (above the
projected baseline of $605 million) for the Comprehensive Family Caregiver Pro-
gram in FY 2017. The additional $120 million for VA’s Caregiver Program will pro-
vide for the steady rate of increase in the number of caregivers participating in the
program, currently averaging between 350 and 400 per month. The amount rec-
ommended will also provide for a more robust number of Caregiver Support Coordi-
nators to address issues regarding the program administration at local facilities.
This will directly benefit an aging and severely disabled veteran population whose
lives are significantly impacted by the availability of comprehensive VA Caregiver
Support services.

Women Veterans

The Medical Services appropriation should be supplemented with $90 million des-
ignated for women’s health care programs, in addition to those amounts already in-
cluded in the FY 2017 baseline. These funds would be used to help the Veterans
Health Administration deal with the continuing growth in ensuring coverage for
gynecological, prenatal, and obstetric care, other gender-specific services, and for
maintenance and repair of facilities hosting women’s care to improve privacy and
safety of these facilities. The new funds would also aid VHA in making its cultural
transformation to embrace women veterans and welcome them to VA health care
services, and provide means for VA to improve specialized mental health and read-
justment services for women veterans.

Spinal Cord Injury/Disease Care

The IBVSOs remain concern that adequate resources are not being directed to-
wards the VA’s largest inpatient system of care. The Spinal Cord Injury & Disease
(SCI/D) continuum of care model for the lifetime treatment of veterans with SCI/
D has evolved over a period of more than 50 years. VA SCI/D care has been estab-
lished in a unique “Hub and Spokes” model. If SCI/D centers are underfunded, and
thus insufficiently staffed, spoke facilities (often secondary VA medical centers) are
forced to care for veterans in need of types of complex, acute care that they are un-
prepared to provide. Like private sector non-specialized care, care at spoke facilities
is insufficient to treat SCI/D-specific acute conditions (e.g. pressure ulcer
debridement, complex urinary tract infection) because the spokes are only equipped
to provide basic primary and preventative health care. Both Congress and VA must
work together to ensure all VA SCI/D Centers have the right number of available
operating beds and nurse staffing ratios to care for referred veterans, and revisit
annual reporting requirements to measure capacity for VA SCI/D and other special-
ized care as previously required by Public Law 104-262.

Advance Appropriations for FY 2018

FY 2018 IB Advance Appropriations Recommendation $64.0 billion
FY 2018 Administration Advance Appropriations Request

Medical Services $44.9 billion
Medical Community Care (New Proposed Account in FY17) $9.4 billion
Medical Care Collections $3.6 billion
Subtotal $57.9 billion

The Independent Budget once again offers baseline projections for funding
through advance appropriations for the Medical Care accounts for FY 2018. While
the enactment of advance appropriations for VA medical care in 2009 helped to im-
prove the predictability of funding requested by the Administration and approved
by Congress, we have become increasingly concerned that sufficient corrections have
not been made in recent years to adjust for new, unexpected demand for care.

For FY 2018, The Independent Budget recommends approximately $64.0 billion
for Medical Services. Our Medical Services level includes the following recommenda-
tions:
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Current Services Estimate............ $61,011,026,000
Increase in Patient Workload............ $1,351,883,000
Additional Medical Care Program Cost....... $1,670,000,000
Total FY 2017 Medical Services........... $64,032,909,000

Our estimate of growth in patient workload is based on a projected increase of
approximately 93,000 new patients. These new unique patients include priority
group 1>-8 veterans and covered nonveterans. We estimate the cost of these new
patients to be approximately $1.1 billion. This recommendation also reflects an as-
sumption that more veterans will be accessing the system as VA expands its capac-
ity and services and we believe that reliance rates will increase as veterans examine
their health care options as a part of the Choice program. The increase in patient
workload also assumes a projected increase of 49,500 new OEF/OIF and OND vet-
erans, at a cost of approximately $207 million.

Last, as previously discussed, the IBVSOs believe that there are additional med-
ical program funding needs for VA. The Independent Budget recommends $285 mil-
lion directed toward VA long-term-care programs. In order to continue to provide
the critically needed Hepatitis C treatments, we recommend $1 billion to treat
30,000 veterans. In order to meet the increase in demand for prosthetics, the IB rec-
ommends an additional $160 million. Our additional program cost recommendation
includes continued investment of $125 million in the Comprehensive Family Care-
giver program. Finally, we believe that VA should invest a minimum of $100 million
as an advance appropriation in FY 2018 to expand and improve access to women
veterans’ health care programs.

Medical Support and Compliance

FY 2017 IB Recommendation $6.223 billion
FY 2017 Enacted Advance Appropriations $6.524 billion
FY 2017 Revised Administration Request $6.524 billion
FY 2018 IB Advance Appropriations Recommendation $6.314 billion
FY 2018 Administration Advance Appropriations Request $6.654 billion

For Medical Support and Compliance, The Independent Budget recommends $6.2
billion for FY 2017. Our projected increase reflects growth in current services based
on the impact of inflation on the FY 2016 appropriated level. Additionally, for FY
2018 The Independent Budget recommends §6.3 billion for Medical Support and
Compliance. This amount also reflects an increase in current services from the FY
2017 advance appropriations level.

Medical Facilities

FY 2017 IB Recommendation $5.742 billion
FY 2017 Enacted Advance Appropriations $5.074 billion
FY 2017 Revised Administration Request $5.723 billion
FY 2018 IB Advance Appropriations Recommendation $6.684 billion
FY 2018 Administration Advance Appropriations Request $5.435 billion

For Medical Facilities, The Independent Budget recommends $5.7 billion for FY
2017, nearly $700 million more than the enacted advance appropriation from De-
cember 2015. Our Medical Facilities recommendation includes £1.35 billion for Non-
Recurring Maintenance (NRM). The Administration’s request over the past two
budget cycles represented a wholly inadequate level for NRM funding, particularly
in light of the actual expenditures that were outlined in the budget justification.
While VA has actually spent on average approximately $1.3 billion yearly for NRM,
the Administration has requested only $460 million for NRM. This request level is
clearly insufficient. This decision means that VA is forced to divert funds pro-
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grammed for other purposes to meet this need. Additionally, our recommendation
includes $692 million for operating and capital leases.

The Independent Budget recommends approximately $6.7 billion for Medical Fa-
cilities for FY 2018. Our FY 2018 advance appropriation recommendation also in-
cludes $1.35 billion for NRM. Last year the Administration’s recommendation for
NRM reflected a projection that would place the long-term viability of the health
care system in serious jeopardy. This deficit must be addressed.

Medical and Prosthetic Research

FY 2017 IB Recommendation $665 million
Million Veteran Program $75 million
Total IB Medical and Prosthetic Research $740 million
FY 2016 Enacted Final Appropriation $631 million
FY 2017 Administration Request $663 million

The VA Medical and Prosthetic Research program is widely acknowledged as a
success on many levels, and contributes directly to improved care for veterans and
an elevated standard of care for all Americans. The research program is an impor-
tant tool in VA’s recruitment and retention of health care professionals and clini-
cian-scientists to serve our nation’s veterans. By fostering a spirit of research and
innovation within the VA medical care system, the VA research program ensures
that our veterans are provided state-of-the-art medical care.

Investing Taxpayers’ Dollars Wisely

Despite documented success of VA investigators across many fields, the amount
of appropriated funding for VA research since FY 2010 has lagged far behind annual
biomedical research inflation rates, resulting in a net loss over these years of nearly
10 percent of the program’s overall purchasing power. As estimated by the Depart-
ment of Commerce, Bureau of Economic Analysis, and the National Institutes of
Health, for VA research to maintain current service levels, the Medical and Pros-
thetic Research appropriation should be increased in FY 2017 by 2.7 percent over
the FY 2016 baseline simply to keep pace with inflation. With this in mind, The
Independent Budget recommends approximately $17 million to meet current serv-
ices demands for research.

Numerous meritorious proposals for new VA research cannot be funded without
an infusion of additional funding for this vital program. Research awards decline as
a function of budgetary stagnation, so VA may resort to terminating ongoing re-
search projects or not funding new ones, and thereby lose the value of these sci-
entists’ work, as well as their clinical presence in VA health care. When denied re-
search funding, many of them simply choose to leave the VA.

Emerging Research Needs

In addition to covering uncontrollable inflation, the IBVSOs believe Congress
should appropriate an additional $17 million for FY 2017, for expanding research
on emerging conditions prevalent among newer veterans, as well as continuing VA’s
inquiries in chronic conditions of aging veterans from previous wartime periods. For
example, additional funding will help VA support areas that remain critically under-
funded, including:

e Post-deployment mental health concerns such as PTSD, depression, anxiety,

and suicide in the veteran population;

e The gender-specific health care needs of the VA’s growing population of women
veterans;

e New engineering and technological methods to improve the lives of veterans
with prosthetic systems that replace lost limbs or activate paralyzed nerves,
muscles, and limbs;

e Studies dedicated to understanding chronic multi-symptom illnesses among
Gulf War veterans and the long-term health effects of potentially hazardous
substances to which they may have been exposed; and

e Innovative health services strategies, such as telehealth and self-directed care,
that lead to accessible, high-quality, cost-effective care for all veterans.

Million Veteran Program
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The VA Research program is uniquely positioned to advance genomic medicine
through the “Million Veteran Program” (MVP), an effort that seeks to collect genetic
samples and general health information from 1 million veterans over the next five
years. When completed, the MVP will constitute one of the largest genetic reposi-
tories in existence, offering tremendous potential to study the health of veterans.
To date, more than 400,000 veterans have enrolled in MVP. The VA estimates it
currently costs around $75 to sequence each veteran’s blood sample. Under the
President’s Precision Medicine Initiative, the IBVSOs recommend $75 million to en-
able VA to process one quarter of the MVP samples collected.

General Operating Expenses (GOE)

Veterans Benefits Administration

FY 2017 IB Recommendation $3.056 billion
FY 2016 Enacted Final Appropriation $2.708 billion
FY 2017 Administration Request $2.826 billion

The Veterans Benefits Administration (VBA) account is comprised of six primary
divisions. These include Compensation; Pension; Education; Vocational Rehabilita-
tion and Employment (VR&E); Housing; and Insurance. The increases recommended
for these accounts primarily reflect current services estimates with the impact of in-
flation representing the grounds for the increase. However, two of the subaccounts-
Compensation and VR&E-also reflect a substantial increase in requested staffing.

The IB recommends approximately $3.056 billion for the VBA for FY 2017. This
amount reflects an increase of approximately $348 million over the recently enacted
FY 2016 appropriations level. Our recommendation includes approximately $171
million in additional funds in the Compensation account above current services, and
approximately $17.6 million more in the VR&E account above current services to
provide for new full-time equivalent employees (FTEE).

Compensation Service Personnel 1,700 New FTEEs$171 million

Over the past few years, VBA has made significant progress in reducing the dis-
ability compensation backlog, which stood at over 600,000 claims in March 2013, to
just over 77,000 in January 2016; this represents nearly an 87 percent reduction
in the backlog in just under three years’ time. In 2009, VBA issued decisions on 2.74
million medical issues; that number more than doubled to 6.35 million in FY 2015.
Today, VBA reports that on average, 92 days are required to process a claim; in
March of 2013, VBA required roughly 282 days.

Some of VBA’s claims processing progress can be attributed to the development
and deployment of a new organizational model and new information technology (IT)
systems, including the Veterans Benefits Management System (VBMS), e-Benefits,
and the Stakeholder Enterprise Portal (SEP). However, much of the increased pro-
ductivity is the result of simply putting more resources into processing claims, spe-
cifically, the use of mandatory overtime. What remains unknown is whether VBA
will be able to manage its current claims inventory of 352,000 claims, without need-
ing to rely on mandatory overtime.

Recognizing that rising workload, particularly claims for disability compensation,
could not be addressed without additional personnel, Congress provided VBA with
more than 1,000 FTEEs between FY 2013 and FY 2016, primarily in Compensation
Service. In FY 2016 alone, Congress authorized VBA to hire an additional 770
FTEE. The new FTEE were to be purposed for non-rating activities. However, tak-
ing into consideration VBA’s total workload, including appeals, these increases in
personnel have not been sufficient to keep pace with incoming workload or to reduce
the backlogs in these non-rating areas.

A blend of technology and people will be required to enable VBA to provide vet-
erans and their dependents with more timely and accurate decisions. Necessary per-
sonnel increases should not be tempered against a hoped-for future technological ca-
pability. Although VBA’s new claims processing systems have the potential to trans-
form the delivery and accuracy of benefits, its full effect may not be realized for
years.

As a consequence of this concentrated effort to reduce the claims backlog, the
backlogs for other activities, including appeals, have grown. As of February 2016,
440,000 appeals were pending, 360,000 within the jurisdiction of the VBA and the
remainder within the jurisdiction of the Board of Veterans Appeals. This growing
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appeals backlog is a result of VBA’s shift in focus and resources to process disability
claims, as evidenced by the fact that Decision Review Officers (DROs) and Quality
Review Specialists (QRSs) were performing development and rating duties during
both regular and overtime working hours at many VA regional offices (VARO).

Considering the enormous growth in appeals, non-rating-activities and other serv-
ices, the IBVSOs believe that more accurate staffing and production models are re-
quired to determine future resources for VBA.

For FY 2017, the IBVSOs will focus resource recommendations on VBA’s non-rat-
ing related work, appeals processing, and call center needs. We recommend an addi-
tional 1,000 FTEE for FY 2017 that would be dedicated to processing appeals at
VBA in an effort to eliminate the backlog of 360,000 appeals within the next three
years. Depending on the progress made over the next year, further personnel in-
creases may still be necessary to address this appeals backlog.

To address the growing backlog of non-rating related work such as dependency
claims, the IBVSOs recommend an additional 300 FTEE. In order to address the
delays experienced by callers contacting VBA call centers, the IBVSOs recommend
an additional 300 FTEE.

In addition, the IBVSOs recommend an increase of 100 FTEE for the Fiduciary
program to meet the growing needs of veterans participating in VA’s Caregiver Sup-
port programs. This recommendation is also based on a July 2015 VA Inspector
General report on the Fiduciary program that found, “.Field Examiner staffing did
not keep pace with the growth in the beneficiary population, [and] VBA did not staff
the hubs according to their staffing plan..”

Since VA may achieve future technological and organizational productivity gains,
we recommend that VBA hire a blend of permanent and two-year temporary FTEEs
to fill all new positions. At the end of the two years, the best of those hired on a
temporary basis could be transitioned into permanent positions made available
through attrition. The IBVSOs believe this approach to staffing would offer a tem-
porary surge capacity, while also developing a group of experienced and trained em-
ployees to fill positions that occur through attrition.

VR&E Service Personnel 158 New FTEEs $17.6 million

The Vocational Rehabilitation and Employment Service (VR&E), also known as
the VetSuccess program, provides critical counseling and other adjunct services nec-
essary to enable service disabled veterans to overcome barriers as they prepare for,
find, and maintain gainful employment. VetSuccess offers services on five tracks: re-
employment, rapid access to employment, self-employment, employment through
long-term services, and independent living.

An extension for the delivery of VR&E assistance at a key transition point for vet-
erans is the VetSuccess on Campus (VSOC) program deployed at 94 college cam-
puses. Additional VR&E services are provided at 71 select military installations for
active duty service members undergoing medical separations through the Depart-
ment of Defense and VA’s joint Integrated Disability Evaluation System (IDES).

These additional functions of VR&E personnel are undoubtedly beneficial to dis-
abled veterans; however, staffing levels throughout VR&E services must be com-
mensurate with current and future demands and their global responsibilities.

At the end of FY 2014, VR&E reported a total of 1,416 FTEEs dedicated to direct
VR&E services. VR&E projected an increase of 7.3 percent in program participation
for FY 2015, and for FY 2016 an additional 3.8 percent increase in participation was
expected. Over the previous two fiscal years, program participation was expected to
increase by 11.1 percent; however, the Administration failed to request adequate
staffing levels to keep pace with anticipated demand. In fact for FY 2015 and FY
2016, only 1,442 direct personnel were requested, with no increase for FY 2016.

Over the past five years, program participation has increased by an average of
7.1 percent each year, and the IBVSOs project that total program participation for
FY 2017 will grow by at least 7.1 percent for total caseload of approximately
147,000. In July 2015, VR&E reported that its average Vocational Rehabilitation
Counselor (VRC)-to-client ratio was 1:139, which represented an increase from its
previous 1:135 ratio. A more reasonable VRC-to-client ratio would consist of 1:125;
however, this benchmark may even be too high when taking into consideration the
overall responsibilities of VRCs, such as VSOC and IDES.

In order to achieve and sustain a 1:125 counselor -to-client ratio in FY 2017, we
estimate that VR&E would need 158 new FTEE, for a total workforce of 1,600
FTEE, to manage an active caseload of 147,000 VR&E participants. At a minimum,
three-quarters of the new hires should be VRCs dedicated to providing direct serv-
ices to veterans.

While increased staffing levels are required to provide efficient and timely serv-
ices to veterans utilizing VR&E services, it is also essential that these increases be
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properly distributed throughout all of VR&E to ensure that VRC caseloads are equi-
tably balanced among VAROs, which typically experience variable caseloads. As an
example, a January 2014 GAO Report found the Cleveland VARO’s VRC ratio to
be 1:206 and in the Fargo VARO, the ratio was 1:64.

General Administration

FY 2017 IB Recommendation $346 million
FY 2016 Enacted Final Appropriation $337 million
FY 2017 Administration Request $417 million

The General Administration account is comprised of nine primary divisions. These
include the Office of the Secretary; the Office of the General Counsel; the Office of
Management; the Office of Human Resources and Administration; the Office of Pol-
icy and Planning; the Office of Operations, Security and Preparedness; the Office
of Public and Intergovernmental Affairs; the Office of Congressional and Legislative
Affairs; and the Office of Acquisition, Logistics, and Construction. For FY 2017, the
IB recommends approximately $346 million, an increase of nearly $9.0 million over
the FY 2016 appropriated level. This increase reflects only an increase in current
services based on the impact of uncontrollable inflation across all of the General Ad-
ministration accounts.

Board of Veterans’ Appeals

FY 2017 IB Recommendation $134 million
FY 2016 Enacted Final Appropriation $110 million
FY 2017 Administration Request $156 million

Board of Veterans’ Appeals Personnel 166 New FTEEs $23.1 million

Faced with a growing number of claims and resultant appeals, the Board’s staff
grew from 510 FTEE in FY 2012 to 676 FTEE in FY 2015. For 2016, the Adminis-
tration did not request funding for increased staffing, despite an ever increasing
workload; instead the FY 2016 budget proposed a reduction from of 669 FTEE to
662 FTEE.

Over the past few years, the Board has averaged approximately 90 appeal disposi-
tions per FTEE, producing a record 55,532 decisions in FY 2014. Current data was
not available at the time of this report; however, we estimate that for FY 2015 the
Board issued nearly 60,000 dispositions. Although most of the 440,000 pending ap-
peals are in various stages of processing at VBA, the Board currently has nearly
80,000 appeals in its jurisdiction. In order to process these 80,000 appeals in one
year, based on 90 appeals per Board FTEE, the Board would need approximately
890 FTEE; however, it did not receive any increase for FY 2016, and will likely only
be able to again dispose of approximately 60,000 appeals.

Furthermore, as the number of claims processed annually continues to rise as a
result of the increased capacity of VBA, the number of appeals is also expected to
continue rising. Even with increased accuracy in rating board decisions, on average
10 to 12 percent of claims decisions are appealed. Thus, assuming VBA processes
1.5 million claims next year-a reasonable estimate considering VBA processed over
1.4 million claims in both FY 2014 and FY 2015-roughly 150,000 appeals would
enter the system, with roughly half of them continuing on to the Board for appellate
review. In order for the Board to keep pace with only this new incoming workload
and not those appeals already in the system, a total FTEE level of 833 would be
required. Furthermore, a significant number of Board remands return to the Board
for another round of appellate review, as many as 20,000 per year, requiring an ad-
ditional 217 FTEE to manage that workload.

About 360,000 appeals are backlogged at VBA, of which approximately 180,000
are expected eventually to reach the Board. If the goal were to eliminate the backlog
in three years, while simultaneously disposing of both new incoming appeals and
returning remanded appeals, then an additional 666 FTEE would be required. In
total, without any increases in productivity, the Board would require 1,716 FTEE,
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almost tripling its current workforce. Even if the Board could increase its produc-
tivity by one-third to 120 appeals per FTEE, approximately 1,291 FTEE, almost
double the current workforce, would be needed.

To meet current and future workload requirements, the Board will need to con-
tinue adding new attorneys and veteran law judges, as well as sufficient support
staff; however, the Board could not absorb that level of staffing growth while simul-
taneously managing its overall workload. Approximately 18 months of training and
orientation are required for a new Board attorney to reach full productivity. Given
the time taken away from existing staff to train and mentor new staff, the Board
must strike a balance in its hiring strategy.

For FY 2017, the IBVSOs recommend an increase 166 FTEE for FY 2017, a 25
percent increase, bringing the Board’s total FTEE to 828. The Board must expect
to increase its personnel over the next couple of years to continue to grow its capac-
ity to handle the rising number of appeals that will come from VBA’s increased pro-
ductivity.

Another option the Board may want to consider in future years would be to au-
thorize a mix of full-time and temporary hires, utilizing the temporary workforce in
a “surge-capacity” role to help reduce the appeals backlog.

Departmental Administration and Miscellaneous Programs
Information Technology

FY 2017 IB Recommendation $4.209 billion
FY 2016 Enacted Final Appropriation $4.133 billion
FY 2017 Administration Request $4.278 billion

In contrast to significant department-level IT failures, the Veterans Health Ad-
ministration (VHA) over more than 30 years successfully developed, tested, and im-
plemented a world-class comprehensive, integrated electronic health record (EHR)
system. The current version of this EHR system, based on the VHA’s self-developed
VistA public domain software, sets the standard for EHR systems in the United
States and was a trailblazer for years. However, parts of VistA require either mod-
ernization or replacement. For example, one of its component parts, the outdated
scheduling module, contributed to VA’s recent access to care crisis. According to VA,
this module is being replaced on an expedited basis.

For FY 2017, the IBVSOs recommend approximately $4.2 billion for the adminis-
tration of the VA’s IT program. This recommendation includes no new funding above
the planned current services level. Significant resources have already been invested
in VA’s IT programs in recent years, and we believe proper allocation of existing
resources can allow VA to fulfill its missions while modernizing its systems. We con-
tinue to call for acceleration of the VBMS, and the implementation of an appropriate
solution for the Board of Veterans Appeals IT system.

Additionally, it is critical to ensure that sufficient funds are directed at the incre-
mental costs of implementation for the new Veterans Choice Program (VCP). The
VA identified a series of one time incremental costs for IT systems in order to rede-
sign, develop, and deliver systems and technology solutions for the new VCP. Those
incremental costs range from $421 million in Phase I of the project, to $606 million
in Phase II, and finally $851 million in Phase III. Without having a clear plan for
when each of these Phases might actually take place, The Independent Budget has
chosen not to explicitly recommend these funds in our IT funding recommendation.
However, we believe Congress must consider these costs in an effort to assist the
VA in implementing the new VCP.

National Cemetery Administration

FY 2017 IB Recommendation $275 million

FY 2016 Enacted Final Appropriation $271 million

FY 2017 Administration Request $286 million
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The National Cemetery Administration (NCA), which receives funding from eight
appropriations accounts, administers numerous activities to meet the burial needs
of our nation’s veterans.

In a strategic effort to meet the burial and access needs of our veterans and eligi-
ble family members, the NCA continues to expand and improve the national ceme-
tery system, by adding new and/or expanded national cemeteries. Not surprising,
due to the opening of additional national cemeteries, the NCA is expecting an in-
crease in the number of annual veteran interments through 2017 to roughly
130,000, up from 125,180 in 2014; this number is expected to slowly decrease to
126,000 by 2020. This much need expansion of the national cemetery system will
help to facilitate the projected increase in annual veteran interments and will simul-
taneously increase the overall number of graves being maintained by the NCA to
3.7 million in 2018 and 3.9 million by 2020.

Even as the NCA continues to add veteran burial space to its expanding system,
many existing cemeteries are exhausting their capacity and will no longer be able
to inter casketed or cremated remains. In fact, as of 2016, the NCA expects four
national cemeteries-Baltimore, Maryland; Nashville, Tennessee; Danville, Virginia;
and Alexandria, Virginia-to reach their maximum capacity and will be closed to first
interments, though they will continue to accept second interments.

In order to minimize the dual negative impacts of increasing interments and lim-
ited veteran burial space, the NCA needs to:

e Continue developing new national cemeteries;

e Maximize burial options within existing national cemeteries;

e Strongly encourage the development of state veteran cemeteries; and
o Increase burial options for veterans in highly rural areas.

Additional areas of growth within the NCA system include:

e An increase in the issuance of Presidential Memorial Certificates, which is ex-
pected to increase from approximately 654,000 in 2013 to more than 870,000
in 2017;

e The expected increase in the burial of Native American, Alaska Native, and Pa-
cific Islander veterans; and

e The possible increase, thanks to local historians and other interested stake-
holders, in requests for headstones or markers for previously unidentified vet-
erans.

Budgetary Resources for NCA Programs

With the above considerations in mind, The Independent Budget recommends
$275 million for FY 2017 for the Operations & Maintenance of the NCA. The
IBVSOs believe that this should include a minimum of $20 million for the National
Shrine Initiative. Since FY 2013, national shrine funding has decreased each year.
The NCA must continue to invest sufficient resources in the National Shrine Initia-
tive to ensure that this important work is completed.

Office of the Inspector General

FY 2017 IB Recommendation $138 million
FY 2016 Enacted Final Appropriation $137 million
FY 2017 Administration Request $160 million

The Office of Inspector General (OIG) received a significant infusion of new re-
sources for FY 2016 due to the high volume of work that it has produced. And yet,
the OIG has been under significant scrutiny over the past year. We believe that the
work requirements assigned to this office have placed it under great stress and po-
tentially stretched it beyond its capacity. That being said, the IBVSOs believe that
the office does not warrant a staffing increase at this time. We believe that the sub-
stantial increase that the OIG received in FY 2016 should allow it to expand its
staffing sufficiently to meet the ever-growing demands on its work. With this in
mind, the IB recommends funding based on current services of approximately $138
million.
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Construction Programs
Major Construction

FY 2017 IB Recommendation $1.50 billion
FY 2016 Enacted Final Appropriation $1.24 billion
FY 2017 Administration Request $528 million

Each year the Department of Veterans Affairs outlines its current and future
major construction needs in its annual Strategic Capital Investment Planning
(SCIP) process. In its FY 2016 budget submission, VA projected it would take be-
tween $11.2 billion and $13.6 billion to close all current and projected gaps in ac-
cess, utilization, and safety. Currently, VA has more than 30 major construction
projects that are either partially funded or funded through completion, but in which
construction is incomplete.

Last year VA requested and Congress appropriated a significant increase in fund-
ing for major construction projects-approximately $1.24 billion. While these funds
will allow VA to begin construction on key projects, many other previously funded
sites still lack the funding for completion. One of these projects was originally fund-
ed in FY 2007, while others were funded more than five years ago but no funds have
been spent on the projects to date. Of the 33 projects on VA’s partially funded VHA
construction list, nine are seismic in nature.

It is time for the projects that have been in limbo for years or that present a safe-
ty risk to veterans and employees to be put on a course to completion within the
next five years. To accomplish this, the IBVSOs recommend that Congress appro-
priate $1.5 billion for FY 2017 to fund either the next phase or fund through com-
pletion all existing projects, and begin advance planning and design development on
six major construction projects that are the highest ranked on VA’s priority list.

The IBVSOs also recommend, as outlined in its Framework for Veterans Health
Care Reform, that VA realign its SCIP process to include public-private partner-
ships and sharing agreements for all major construction projects to ensure future
major construction needs are met in the most financially sound manner.

Research Infrastructure

State-of-the-art research requires state-of-the-art technology, equipment, and fa-
cilities. For decades, VA construction and maintenance appropriations have not pro-
vided the resources VA needed to maintain, upgrade, or replace its aging research
laboratories and associated facilities. The impact of funding shortages was vividly
demonstrated in a Congressionally-mandated report that found major, system wide
deficits in VA research infrastructure. Nearly 40 percent of the deficiencies found
were designated “Priority 1: Immediate needs, including corrective action to return
components to normal service or operation; stop accelerated deterioration; replace
items that are at or beyond their useful life; and/or correct life safety hazards.”

The report cited above estimated that approximately $774 million would be need-
ed to correct all deficiencies found, but only a fraction of that funding has been ap-
propriated since this report was made public in 2012. The VA Office of Research
and Development is conducting a follow-up study of over a dozen key research sites.
This update should be available in mid-2016, the results of which can be used to
guide VA and Congress in further investment in VA research infrastructure. Never-
theless, Congress needs to begin now to correct the most urgent of these known in-
frastructure deficiencies, especially those that concern life-safety hazards for VA sci-
entists and staff, and for veterans who volunteer as research subjects.

The IBVSOs believe that Congress should break this chronic stalemate and des-
ignate funds to improve specific VA research facilities in FY 2017 and in subsequent
years. In order to begin to address these known deficits, the IBVSOs recommend
Congress approve at least $50 million for up to five major construction projects in
VA research facilities.

The full report discussed above is available at www.aamc.org/varpt. The House re-
ports associated with this issue are House Report 109-95, and House Report 111—
559.
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Minor Construction

FY 2017 IB Recommendation $749 million
FY 2016 Enacted Final Appropriation $406 million
FY 2017 Administration Request $372 million

In FY 2016, Congress appropriated $406 million for minor construction projects.
Currently, approximately 600 minor construction projects need funding to close all
current and future year gaps within the next 10 years. To complete all of these cur-
rent and projected projects, VA will need to invest between 56.7 and $8.2 billion
over the next decade.

In August 2014, the President signed the Veterans Access, Choice, and Account-
ability Act of 2014 (VACAA), Public Law 133-146. In this law Congress provided
$5 billion to increase health care access by increasing medical staffing levels and
investing in infrastructure using these funds. VA has developed a spending plan
that (\izvill obligate $511 million for 64 minor construction projects over a two-year
period.

VA planned to invest $383 million of these funds in FY 2015, leaving $128 million
for minor projects in FY 2016. It is important to remember that these funds are a
supplement to, not a replacement of, annual appropriations for minor construction
projects. To ensure that VA funding keeps pace with all current and future minor
construction needs, the IBVSOs recommend that Congress appropriate an additional
$749 million for minor construction projects.

Additionally, the IBVSOs recommend $175 million in non-recurring maintenance
and minor construction funding to address needs of facilities identified in the Con-
gressionally-requested report on the status of VA research facilities discussed earlier
in this report.

Grants for State Extended-Care Facilities
(State Home Construction Grants)

FY 2017 IB Recommendation $200 million
FY 2016 Enacted Final Appropriation $120 million
FY 2017 Administration Request $80 million

Grants for state extend-care facilities, commonly known as state home construc-
tion grants, are a critical element of federal support for the state veterans’ homes.
The state home program is a very successful federal-state partnership in which VA
and states share the cost of constructing and operating nursing homes and domicil-
iaries for America’s veterans. State homes provide over 30,000 nursing home and
domiciliary beds for veterans, their spouses, and gold-star parents of deceased vet-
erans. Overall, state homes provide more than half of VA’s long-term-care workload,
but receive less than 15 percent of VA’s long-term-care budget. VA’s basic per diem
payment for skilled nursing care in state homes is significantly less than com-
parable costs for operating VA’s own long-term-care facilities. This basic per diem
paid to state homes covers approximately 30 percent of the cost of care, with states
responsible for the balance, utilizing both state funding and other sources. On aver-
age, the daily cost of care for a veteran at a State Home is less than 50 percent
of the cost of care at a VA long-term-care facility.

States construction grants help build, renovate, repair, and expand both nursing
homes and domiciliaries, with states required to provide 35 percent of the cost for
these projects in matching funding. VA maintains a prioritized list of construction
projects proposed by state homes based on specific criteria, with life and safety
threats in the highest priority group. Only those projects that already have state
matching funds are included in VA’s Priority List Group 1 projects, which are eligi-
ble for funding. Those that have not yet received assurances of state matching fund-
ing are put on the list among Priority Groups 2 through 7.

In FY 2016, the estimated federal share for the 109 state home construction
grants requests that have been submitted by states was over $1 billion. Of that
amount, the states had already secured their state matching funds required to put
them in the Priority Group List 1 for 69 projects that will require $550 million in
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federal matching funds. Last year, VA requested only $85 million and the IBVSOs
had recommended $200 million; Congress ultimately appropriated $120 million
funding for FY 2016, which will fund only the first 13 projects on the FY 2016 Pri-
ority Group 1 List.

With almost $1 billion in state home projects still in the pipeline, the IBVSOs
again recommend $200 million for the state home construction grant program,
which we estimate would provide funding for approximately 40 percent of the
projects expected to be on the FY 2017 VA Priority Group 1 List when it is released
at the end of this year.

Grants for State Veterans Cemeteries

FY 2017 IB Recommendation $52 million
FY 2016 Enacted Final Appropriation $46 million
FY 2017 Administration Request $45 million

The State Cemetery Grant Program allows states to expand veteran burial op-
tions by raising half the funds needed to build and begin operation of veterans’
cemeteries. The NCA provides the remaining funding for construction and oper-
ational funds, as well as cemetery design assistance. As of September 2014, there
were 49 projects with state matching funds.

Funding eight projects in FY 2017 will provide burial options for an additional
148,000 veterans. To fund these projects, Congress must appropriate $52 million.

———

THE AMERICAN LEGION

“What we have done historically is that we have managed to a budget number as
opposed to managing to requirements.as a result we’ve muddled along and not met
the needs veterans deserve.”

- VA Acting Secretary Sloan Gibson before the House Committee on Veterans Af-
fairs July 24, 20141

When now Deputy Secretary of the Department of Veterans Affairs (VA) Sloan
Gibson addressed this committee nearly two years ago, he was not advocating the
budgetary planning approach he described, but speaking to the problems that long
standing approach could cause. Drawing contrasts with the planning models he was
familiar with in the private sector, Deputy Secretary Gibson noted the historical ap-
proach was about managing to requirements. For VA to succeed and be great, they
need to be able to move beyond managing requirements and move towards building
planning based on need.

Chairman Miller, Ranking Member Brown, and Members of the Committee:

On behalf of National Commander Dale Barnett and the over million members
of The American Legion, we welcome this opportunity to comment on the federal
budget, and programs of the Department of Veterans Affairs (VA).

The American Legion is a resolution based organization; we are directed and driv-
en by the millions of active legionnaires who have dedicated their money, time, and
resources to the continued service of veterans and their families. Our positions are
guided by nearly 100 years of consistent advocacy and resolutions that originate at
the grassroots level of the organization - the local American Legion posts and vet-
erans in every congressional district of America. The Headquarters staff of the Le-
gion works daily on behalf of veterans, military personnel and our communities
through roughly 20 national programs, and hundreds of outreach programs led by
our posts across the country.

What we present here is an attempt to focus on a few particular issues and pro-
jected needs, rather than what has been the historical and problematic approach of
presenting a budget based on a number. While the budget numbers have gone up
for VA, indicative of the commitment that Congress has shown even in tight fiscal
times, there has still been the tendency to set an number and manage to that limit,
rather than projecting the need and divining numbers from that need.

In terms of future planning, and ensuring that VA’s budget meets needs in critical
areas, The American Legion directs the committee’s focus to three critical areas: the

1HVAC Hearing “Restoring Trust: The View of the Acting Secretary and the Veterans Com-
munity” - July 24, 2014



99

consolidation of outside care, ensuring VA’s medical hiring needs are met, and ad-
dressing the rising backlog of appeals.

Consolidation of Outside Care:

When the Choice Card program was added as a temporary emergency measure
as a part of the Veterans Access, Choice and Accountability Act (VACAA) of 20142
The American Legion supported the program because we had seen firsthand the
need across the country. During 2014 The American Legion set up a dozen Veterans
Crisis Command Centers (VCCCs) in affected areas from Phoenix to Fayetteville
and spoke to hundreds of veterans personally affected by the scheduling problems
within VA. The Choice Card program provided an immediate short term option, but
also provided an opportunity to learn from how veterans utilized the program. At
the time, The American Legion advised gathering as much data as possible from
veterans’ use of the program to make all of VA’s other existing authorities for care
in the community 3 better in their ability to serve veterans.

Ultimately that has led to the current transformation in VA’s community care
programs. As directed by the Surface Transportation and Veterans Health Care
Choice Improvement Act of 2015 (VA Budget and Choice Improvement Act) in July
2015, VA has developed a plan to consolidate all existing programs into a single
community care program, the New Veterans Choice Program (New VCP). Generally,
The American Legion supports the plan to consolidate VA’s multiple and disparate
purchased care programs into one New VCP. We believe it has the potential to im-
prove and expand veterans’ access to health care. Much depends, however, on the
department’s success in working with its employees, Congress, VSOs, private pro-
viders, academic affiliates, and other stakeholders as the agency moves forward in
developing and implementing the plan.

However, with an eye towards budgetary matters, there are two important consid-
erations revolving around this new transformation that must be implemented in fu-
ture budgets. VA must have the ability to spend all community care monies under
the new framework, and the additional funding required to provide for the Choice
Card program needs to be factored into future budgets.

During 2015, VA ran into problems with budgetary shortfalls because of the sepa-
ration in funding between Choice Card care and other community care authorities.
Because of the strong push to ensure veterans were seen as quickly as possible, VA
quickly exhausted care in the community funding, while emergency funding for the
Choice Card program was still available. VA was forced to seek, and was granted,
authority to move some of the $10 billion allocated to fund the Choice Card program
over the three year pilot to cover care in the community costs.

By now, as the transformation of care in the community moves forward to a plan
with a single, overarching authority for this care (New VCP) the distinctions be-
tween the VACAA Choice funds and community care funding should be academic.
While The American Legion understands there are reasons certain funding and ac-
counts have limitations, and is not advocating for a wholesale removal of barriers
for VA to move funding, in this instance is makes perfect logical sense. Care in the
community is care in the community, and VA must have a single stream of funding
for this.

However, it is equally important that the need for the extra funding was and is
real. The VACAA provided $10 billion for treating veterans in the community
through Choice because the need to fund that care was real. Those needs are not
going away. As of last month, VA had over 6.1 million appointments scheduled na-
tionwide, and over 8.5% of those appointments are still waiting over 30 days for
treatment. 4 VA has seen their number of completed appointments jump by over 2.6
million last year, and they are throughout his continuing to authorize millions of
appointments for outside care.

The $10 billion from VACAA was provided as emergency funding, but in the fu-
ture, we must plan for the tremendous demand on the VA system. This is a direct
illustration of the managing to numbers versus managing to need contrast men-
tioned above. For future budgets, we must ensure that VA is receiving funding for
care that adequately reflects how they must deliver that care. A robust budget for
VA medical care is necessary, but as the past few years have shown VA has been
dependent as well on care in the community to provide timely care to veterans
where they are overburdened by scheduling, staffing, or lack of appropriate re-

2Public Law P.L. 113-146

3Such as Project Access Received Closer to Home (ARCH), the Patient Centered Community
Care (PCs) program and others

4VA Pending Appointments - January 15, 2016
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sources in the community. This needs to be reflected in the community care budgets,
not as an emergency measure when the problem boils over and out of control.

Ensuring Proper VA Staffing:

One reason VA may sometimes struggle to provide care within the Veterans
Health Administration (VHA) is directly related to staffing. The staffing figures can
be ugly. One in six positions nationally for some critical jobs remain vacant, and
critical needs like psychiatric workers can see vacancy rates of 40—64%. 5

To be fair, the VACAA already provided funding for 10,000 new health care posi-
tions, however funding new positions alone may not be the solution and there may
be budgetary means to address some of the vacancies. Even when VA is hiring an
additional 9% of their workforce they are losing a similar amount to attrition.®
Some of this could be improved with better hiring incentives and more competitive
wages, particularly in key fields of need such as psychiatric care, physician’s assist-
ants, nurses and physical therapists.

To be sure, as the Office of the Inspector General recommended, VA also bears
additional responsibility in the form of the development of better staffing models
and examining the red tape and bureaucratic burdens that stretch hiring out into
a process that can take nine months or longer.?” However, additional examination
of where VA can better incentivize prospective applicants to decide on a career serv-
ing veterans would be helpful. We need to ensure VA has proper funding to get the
best and brightest team members on their medical and psychological staffs serving
veterans.

The VA can further help improve their staffing, especially in leadership positions,
with better succession planning for VA employees to rise to leadership levels within
the organization. As an organization of advocates that has worked hand in hand
with VA for decades, The American Legion notes the training programs VA had in
place during the 1990’s were better suited to creating the next generation of leader-
ship than the current programs in place. The VHA training programs of the 1990’s
were specifically built to prepare administrative employees to assume mid-level
management programs at the department level. This could include personnel, fiscal,
medical administration, associate director training and other leadership training.
The programs were replaced, over time, with VA’s current Leadership Development
Programs, but feedback The American Legion has garnered from interacting with
VHA personnel during visits from our System Worth Saving Task Force has indi-
cated these programs are not providing the tools the employees need to be the next
generation leaders of VA and to lead from within. Additional consideration to re-
vamping this portion of training, and ensuring this training is properly funded,
could be a key component to reducing VA’s reliance on the complicated process of
hiring from outside VA and ultimately reduce the number of unfilled leadership po-
sitions.

The Looming Appeals Crisis:

Last year, 2015, was the year VA was supposed to “break the back of the backlog”
of veterans’ claims for disability benefits. While VA has made substantial progress
according to their public figures in reducing the number of initial claims - the
“claims backlog” sits at around 77,000 claims today® down from a peak of over
600,000 claims in early 2013 - those numbers do not reflect the waiting period for
many veterans who have been waiting for three or more years for their appeals to
be decided. Over that same period the number of appeals has soared to over 325,000
from their level of 250,000 in 2013.° VA defines “backlog” as any case pending over
125 days. Every single appeal represents a veteran who has been waiting for much,
much longer than 125 days, but those 325,000 appeals are not counted as part of
the “backlog.”

Often the fastest way to resolve an appeal is with a Decision Review Officer
(DRO) in a Regional Office (VARO). The DROs are among the most experienced em-
ployees, and can discern aspects of a claim that a newer employee might miss, fur-
thermore after an initial denial the veteran can be better equipped to provide infor-
mation the VA noted was lacking in the initial denial. Because everything stays
within the VARO, correspondence with the veteran and with a service officer help-
ing that veteran is direct and many claims can be resolved more quickly through

5USA Today - September 2015

6VA Office of the Inspector General (VAOIG) Report No. 15-03063-511 “OIG Determination
of Veterans Health Administration’s Occupational Staffing Shortages” - September 2015

71bid

8VA Claims Backlog Dashboard - January 30, 2016

9VA Monday Morning Workload Report - February 1, 2016
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this process. The DRO review can be one of the best tools for speedy adjudication
of an appeal and to reduce the appeals backlog. However, the unfortunate case re-
cently is that DROs have not always been free to handle their appeals workload.

The Veterans Benefits Administration (VBA) has been under a singular mission
to reduce the backlog. To this end they have forced over four years of mandatory
overtime, and key veteran staffers including DROs have seen their workloads ad-
justed to focus on the initial claims, the claims that are counted in the VA statistics
for “pbacklog.” This can have the effect of keeping DROs from devoting full attention
to their appeals workload, and the growing appeals backlog cannot be seen as an
accident.

Last year, The American Legion noted that occasional mandatory overtime in a
short term crisis is prudent management, but four straight years is indicative of an
organization that’s clearly understaffed. The American Legion reiterates our call for
better study of VBA staffing models, but also notes that last year VA had proposed
making the DRO process more robust, something we wholeheartedly support.

“DROs can often resolve appeals more rapidly than the appeal process at the Board
of Veterans Appeals (BVA) and with greater accuracy and clarity than the average
VA rater. Reports have indicated in some offices the DROs have been reassigned to
other tasks as the pressure mounts to work on initial claims. It would be the hope
of The American Legion that renewed interest in hiring and increasing the DRO force
would allow DROs to return to their appeals duties, and help prevent a rising back-
log in the appeals area.” 10

There have been many recent proposals for measures to transform appeals as the
initial claims process was transformed by the Veterans Benefits Management Sys-
tem (VBMS) and the Fully Developed Claims (FDC) process. The American Legion
is supportive of transformative thinking, clearly the system as it has existed in the
past has many flaws and has not always served veterans with the ability to develop
prompt and accurate decisions on disability claims. However, it is also critical to un-
derstand that there is important due process in the system to protect veterans, and
we cannot abandon these things in the interest of simply faster decisions or more
convenience for VA.

Due process is important to protect veterans, especially veterans who may be
uniquely vulnerable due to their disabilities incurred in the service of this nation.
It is one of the reasons the veterans’ disability claims system has been specifically
cited as “uniquely pro-claimant” in the manner it serves veterans filing for bene-
fits. 11 Veterans need to depend on the ability to get a DRO review in a timely fash-
ion, or to submit evidence in response to the VA when they are informed their claim
is lacking proof of a key point, such as documentation of an event that happened
in service.

One of the best things to help address the growing appeals backlog would be to
increase funding for DROs to fully staff all offices and to add additional full time
employees elsewhere within the offices to get the DROs back to doing what they do
best, reviewing appeals in a timely manner. The budget should also reflect addi-
tional funding to study proper staffing levels within the VBA, because four years
of mandatory overtime is a warning flag that has been waving to tell us we’re not
supplying enough staff to deal with the backlog of veterans’ claims.

Whether it is appeals or initial claims, a backlog is a backlog, and the budget
must reflect sufficient resources to address these claims, otherwise veterans will be
forced to do what we have become all too familiar with, wait.

Conclusion:

The VA cannot afford to be run as an entity reactive to one crisis after another.
Effectiveness stems from long term planning, and to be truly effective that long
term planning needs to include all stakeholders. While there are other areas that
can benefit from predicting crises before they occur and providing resources to per-
ceived needs, these three areas represent a key start in the sort of thinking that
must be adopted to make VA successful in the long run.

In order to assimilate all outside care under one cohesive management authority
VA needs the budget flexibility to utilize the Choice Card funds for community care
as well as to see a boost to community care funding commensurate with the in-
creased demand. The VACAA infused $10 billion in care funding because there was
an emergency, but the demand has not gone away and future funding levels must
reflect this as part of the plan, not a reaction to a crisis.

10 Testimony of The American Legion - HVAC Hearing February 11, 2015
11 See Jaquay v. Principi, 304 F.3d 1276, 1280 (Fed. Cir. 2002); Nolen v. Gober, 222 F.3d 1356,
1361 (Fed. Cir. 2000); Hensley v. West, 212 F.3d 1255, 1262 (Fed. Cir. 2000).
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There must be attention paid to VA’s hiring and incentives, and if additional re-
sources are needed to secure key providers like psychologists and physician’s assist-
ants, then VHA must be provided with the funding needed to secure those key per-
formers. That is the long term key to ensuring veterans get the care they need in
a timely fashion in the system that is designed to treat their unique wounds of war.

Four years of mandatory overtime and reassignment of DROs needs to stop if VA
is going to prevent the growing appeals backlog from reaching disaster levels. Fund-
ing must be given to better assess the workforce within VBA and to provide the full
time employees needed to accomplish the mission while keeping top assets like
DROs working on the work they do best.

Questions concerning this testimony can be directed to The American Legion Leg-
islative Division (202) 861-2700, or ideplanque@legion.org

O
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