
DEPARTMENT OF VETERANS AFFAIRS

Since 2001, the Administration:

• Implemented changes to ensure that veterans receive timely, quality medical care;

• Shortened the time to process a veteran’s disability claim;

• Improved coordination of medical care and other benefit programs between the
Department of Defense and the Department of Veterans Affairs; and

• Will have eliminated waiting lists for veterans in need of medical care in 2004.

The President’s Budget:

• Continues to focus resources on the Department’s core medical care mission;

• Realigns the Department’s medical care infrastructure to ensure that facilities and
services follow veterans;

• Ensures that Veterans Affairs benefits are processed in a timely manner; and

• Begins using electronic patient medical records that can be shared between the
Department of Defense and Veterans Affairs for seamless service to our veterans.

Secretary Principi visits a recovering veteran.

Department of Veterans Affairs

Anthony J. Principi, Secretary

www.va.gov 202–273–4800

Number of Employees: 218,323

2005 Discretionary Budget Authority:
$29.7 billion; $32.1 billion (with collections)

Organization: Veterans Health Administra-
tion, Veterans Benefits Administration, and
National Cemetery Administration.

Major Assets: The Department owns
30,217 acres of land and 5,558 buildings;
operates 158 hospitals, 840 ambulatory care
and community-based outpatient clinics, 133 nursing homes, 206 community-based outpatient psychiatric
clinics, 57 regional benefits offices, and 120 national cemeteries.
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OVERVIEW

The mission of the Department of Veterans Affairs (VA) is “To care for him who shall have borne
the battle, and for his widow, and his orphan.” (Abraham Lincoln, Second Inaugural Address). VA
ensures that America’s veterans and their families receive timely, compassionate, high-quality care
and benefits. Today there are 25 million veterans, but this number will fall by one-third, to 17 million,
in the next 20 years as we lose World War II, Korean Conflict and Vietnam era veterans. Only about
one in four veterans uses VA benefits in any one year.

The Department operates the largest direct health care delivery system in the country and con-
ducts supporting medical research. VA also administers veterans’ benefits including monthly dis-
ability payments, education assistance, life insurance, home loans, and vocational rehabilitation and
employment services. In addition, the Department runs veterans’ cemeteries across the country. VA’s
biggest challenge over the last four years has been to manage its escalating workload in all of these
areas.
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More veterans are seeking VA medical care
services, as quality, access, and benefits have
expanded. This increased demand has put
pressure on VA’s ability to care for its core-mis-
sion veteran population (military disabled,
lower income, and those with special needs
such as spinal cord injuries). Consistent with
the Department’s successful efforts to refocus
and prioritize resources, the Budget includes
some medical care proposals that increase
benefits to military disabled and low-income
veterans. In addition, the Budget begins
construction funding necessary to implement
recommendations from a nationwide study to
ensure that the location of facilities reflects
the needs of local veterans.

Both the Department of Defense (DOD) and VA operate large medical care systems serving many
of the same individuals. One of the President’s 14 management priorities is to improve cooperation
between DOD and VA by sharing information technology, data, facilities, and staffing when appropri-
ate. The Budget includes funding for the development and implementation of an electronic system
that will allow both DOD and VA doctors to view critical information on a patient’s medical record,
as well as funding for a system that will allow VA to access DOD information to determine eligibility
for benefits more quickly.

The Budget continues targeted funding and management of the Veterans Disability Compensation
program to ensure that veterans’ claims for monthly disability benefits are adjudicated quickly and
accurately. In addition, the Budget provides needed funding to open five new cemeteries and to con-
tinue the ongoing effort to ensure that cemeteries are maintained as national shrines that honor our
veterans.

PROTECTING THE MEDICAL CARE CORE MISSION

Treating veterans with military disabilities, low incomes, and special needs (such as substance
abuse and spinal cord injuries) has traditionally been VA’s core medical care mission and its highest
priority. However, a decision to expand medical services to other veterans in 1998 jeopardized the
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Volunteers Support Health Care

VA is known for its compassionate care. To ensure that this assistance is complemented with the goodwill
of those who want to help, it coordinates and monitors a vast volunteer program. Americans from all walks
of life volunteer to help the VA provide health-care services to their local veterans. Last year, 131,000 caring
Americans donated about 13 million hours of assistance to VA for an estimated total value of $215 million.
Volunteer services include providing transportation to and from the VA hospital, delivering mail and medical
records, and visiting long-term patients.

care of these high-priority veterans who had fallen from 98 percent to 74 percent of VA medical care
enrollees. When President Bush took office, VA was treating 3.9 million veterans a year, but waiting
lists were forming for new patients who could not get an appointment for care for six months or
longer. There was no system in place to assure veterans with military disabilities, low incomes, and
specials needs received prompt treatment at the head of any line.
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The President promised top quality and
accessible care to our Nation’s disabled and
lower income veterans, and his Administration
immediately took steps to fully fund and
refocus the mission to ensure that this was
accomplished. The President’s 2005 VA med-
ical care budget is almost 41 percent greater
than the one in place when he took office, and
it will treat about a million more patients.
This increased funding is crucial to protecting
the care of core mission veterans and provides
current comprehensive benefits to all enrolled
veterans in Priority Groups 1 through 7. It
also fully funds all those Priority Group 8
veterans already in the system, ensuring that
no veteran currently in the system will be
denied care. In addition, VA implemented a temporary program in 2003 to fill prescriptions written
by private doctors for anyone on the waiting list. That waiting list for medical care will be reduced
from its high of 300,000 to zero in early 2004.

The Administration took several steps to increase medical care collections from both insurance
companies and higher income, non-disabled patients. By charging insurance companies a more
appropriate rate, by improving the identification of patients with insurance, and increasing the
accuracy of its bills, VA was able to increase its collections by more than $1.6 billion—or three times
that in place prior to the effort (see accompanying chart). Those funds directly benefit veterans.

Patients have also benefited from new innovative safety and quality systems implemented by VA.
The Institute of Medicine recognized VA in 2003 as a leader in assuring patient safety and quality
care. In order to ensure that VA continues to be staffed with top-quality, innovative, and compassion-
ate medical personnel, the Administration designed a new pay system that better aligns with that of
the private sector and is working with the Congress to ensure its passage.

VA’s research program is known worldwide for its work in areas such as prosthetics, spinal cord
injuries, and other widespread diseases, such as Parkinson’s and diabetes. In addition, clinical re-
search is a key recruiting and retention tool for VA physicians, ensuring that the Department is
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staffed with the highest caliber professionals. However, VA needs to develop meaningful performance
measures to assess the direction and effectiveness of the research program, as revealed by the Gov-
ernment-wide Program Assessment Rating Tool (PART). As a result, the research budget (including
reimbursements) is maintained at the previous level while VA develops better performance measures
to assess the direction of the program.

VA’s Quality Enhancements

VA has developed a bar coding drug-dispensing system similar
to that used in most stores today. This assures that patients
in a hospital receive the correct drugs at the right times. In
addition, VA has implemented a patient safety program that
encourages physicians, nurses, and other providers to report
problems or errors in care. As a result of the many innovative
programs that have been introduced in recent years, VA’s qual-
ity of care has been shown to be better than most other health
care systems in key aspects of care.

The Department now provides
most of its care in clinics and
other outpatient settings instead
of in hospitals. This shift has
allowed VA to provide patients with
more appropriate care and more
convenient service, and to spend its
resources more effectively. VA also
is working to ensure that its facil-
ities are aligned to reflect veteran
migration. Many veterans have
moved to the south and southwest,
while VA still maintains underused
hospitals throughout the northern
and eastern regions of the country where fewer veterans seek such services. VA needs to increase
services where veterans live, and convert many of its large, underused hospitals to more efficient
clinics to improve quality and access of care to all veterans. To better align resources with patient
needs, VA began a review process in the first of its 21 regions in the fall of 2000 and completed the
review of all regions in 2003. Construction decisions will be final in 2004, and the 2005 Budget
contains $524 million towards an estimated $3.7 billion of total construction funding that will be
spent over a seven-year period to implement these critical changes. All savings identified will be
used to provide needed care to veterans.

The President’s Budget includes several changes that continue to focus attention on VA’s core med-
ical care mission of providing needed services to veterans with military disabilities, low incomes, and
special needs. It assumes that most new veterans enrolling in the VA medical care system will be
these core-mission veterans, and that all other veterans will pay an annual enrollment fee and in-
creased drug co-payments that are still low but more in line with other public and private health care
programs. This will ensure that resources go to those who most need veterans’ medical care benefits.

The Budget also includes a provision that allows VA to pay for emergency room care for veterans in
non-VA hospitals if they have enrolled for care at VA. Veterans with life-threatening illnesses should
seek and receive care at the closest possible facility. Veterans receiving hospice care will also no
longer be charged any copays. In addition, the Budget will eliminate all forms of copays for prisoners
of war who have provided unique service to our Nation.

INCREASING COORDINATION BETWEEN DOD AND VA

President Bush identified “improved cooperation between the Department of Defense and Depart-
ment of Veterans Affairs in providing care to those who served” as one of the 14 management priori-
ties for his Administration. Significant progress has been made during the past three years in many
areas, and the senior leadership in both Departments is committed to this goal.
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DOD helps VA treat a veteran.

As a result of this Presidential initiative, VA
and DOD established a high-level Executive
Council to develop and implement significant
collaborative efforts. It focused on three
major system-wide issues: 1) facilitating
electronic sharing of enrollment and eligibility
information for services and benefits; 2)
establishing an electronic health record that
can be shared by both health systems; and
3) increasing the number of shared medical
care facilities and staff. While on active duty,
information on military members is tracked by
a system that covers everything from security
clearances to health care entitlements and
commissary privileges. Thus, the sharing
of DOD enrollment and eligibility data will
reduce the burden on veterans to provide duplicative information when making the transition to VA
for care or benefits. Shared medical information is extremely important to ensure that a veteran
receives safe and proper care. The Departments are also working together to share facilities and
staff in order to provide needed services to all patients in the most efficient and effective manner.

Navy and VA Work Together to Treat Patients

Until recently, the North Chicago VA and Naval medical centers ran independent operations within blocks
of each other. VA had excess space, while Navy needed more space and needed to expand the type of
illnesses experienced in its patient pool to ensure that its medical staff was trained for war. Under the
President’s coordination initiative, they now share patient-treatment space and radiologists. They are also
revising old construction plans that called for separate buildings to one joint plan that provides better value
to taxpayers and meets all needs.

The President appointed the Task Force to Improve Health Care Delivery for Our Nation’s Veterans
in May 2001 with the mandate to identify ways the Departments could coordinate their activities and
resources to meet the President’s goal of improving health care delivery for America’s veterans. Most
of the Task Force recommendations regarding facility and personnel sharing, information technology
improvements to support collaborative efforts, and senior leadership commitment to collaboration
have now been implemented.

ENSURING QUICK AND ACCURATE PROCESSING OF DISABILITY
CLAIMS

Veterans’ disability compensation is a monthly benefit payment to veterans who are disabled as a
result of their military service. It is the workers’ compensation program for military members and
complements retired pay and disability annuities provided by DOD. In 2005, 2.7 million veterans
will receive $24.9 billion of these tax-free benefits from VA.
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Reaching Out to Active Duty and Reserve Personnel

The best way to ensure that veterans understand what bene-
fits they are entitled to receive is to educate them while they
are in the military. Once they leave, there is no easy way to
communicate with them. VA instituted a program to provide
seamless transition for members as they depart the military for
civilian life, especially for those returning from combat theaters
with service-related special needs. By assigning staff to ma-
jor DOD medical centers and unit demobilization sites, VA is
able to ensure that veterans are evaluated quickly for the ben-
efits they have earned. This outreach effort includes a special
emphasis to make certain that Reserve and National Guard
personnel called to active duty are counseled prior to demobi-
lization.

Recognizing the contributions
of veterans and improving the
quality of life of those disabled as a
result of their service is a national
responsibility. When President
Bush took office, the number of
claims waiting to be processed had
soared to over 600,000, mainly
because of expanded benefits that
increased the number of claims
in need of review. As a result,
many veterans were waiting an
average of over 230 days for a
claim to be processed. One of the
President’s top priorities was to
reduce this processing time, and
VA established a goal of 100 days.
The Administration immediately
launched and completed a top-to-bottom review of the process and implemented changes to improve
the system. VA trained nearly 1,800 employees in proper claims processing procedures, and
specialized teams were set up to process claims for those older veterans who had been waiting the
longest. Uniform measurement tools were set up to evaluate quality and timeliness, and employee
evaluations were re-designed to hold personnel accountable for meeting the President’s goal.
Further, VA worked with both DOD and the National Records Center in St. Louis to expedite the
exchange of information needed to adjudicate claims. As a result, the number of days to process a
claim dropped to 156 at the close of 2003 and is on target to drop to the 100 days goal in 2004. By
2005, VA spending on this program will be 50 percent more than four years earlier.
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Total Disability Spending Increases In order to ensure that future spikes in
workload are not primarily tackled by in-
creasing personnel, VA needs to accelerate its
development of a system where information is
viewed on computers to allow multiple people
to work on a claim at the same time and in
different places around the country. This is also
important if all records from all locations a vet-
eran has lived are to be included to guarantee
full, fair and prompt evaluation. This involves
accepting all new claims electronically, making
electronic copies of existing claim files, sharing
medical exams with DOD, and designing the
best infrastructure of processing centers and
veterans application assistance offices.

Disability compensation benefits are supposed to replace the income loss experienced by a veteran
because of a disability. However, no study has been completed in recent history that examines the
appropriate disability compensation level based on veterans’ income to ensure the best and most fair
compensation. This is the main reason that the PART score was low. In November 2003, President
Bush signed into law a bill that will establish a 13-member Veterans’ Disability Benefits Commission
which will complete a comprehensive assessment of these benefits and all other Federal benefits that
compensate veterans and their survivors for disability or death attributable to military service. The
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requirement for this Commission was in the same bill that authorized concurrent receipt of both DOD
military retirement benefits and VA disability compensation. The commissioners will be appointed
by both the President and the Congress and will report their conclusions in spring 2005.

QUALITY IN OUR NATION’S VETERAN CEMETERIES

President Bush honors deceased veterans.

In 2005, approximately 102,000 veterans
and eligible family members will be buried
in the national cemetery system. This is an
increase of 20 percent in the last four years,
due to the combined impact of the loss of
World War II, Korea and Vietnam era veterans.
Expansion of the cemetery system ensures that
cemeteries are in close proximity to families,
which will become increasingly important as
our Nation loses almost a third of our veterans
(eight million) in the next 20 years. As the
total veteran population continues to decline,
demand for cemetery services is growing. VA
continues to evaluate the system to determine
the appropriate number, location, and mix of national and State cemeteries to address the increased
need.

VA also continues to improve the quality, accessibility and compassion of burial services. The Bud-
get has increased by 29 percent since President Bush took office to address the increased demand and
to improve service. Not only have services been expanded, but the cemeteries are being maintained
as national shrines. A recent survey of family members and funeral directors who received services
from a national cemetery showed a 94 percent rating of excellent. This is three points higher than
last year’s results. In addition, VA orders headstones electronically, thus shortening the waiting time
for families. To further improve service, information booths have been placed in cemeteries to assist
visitors in locating gravesites. The satisfaction expressed by families and these innovations are re-
flected in the higher score this program received by the PART.

Partnering with the States on Veterans’ Burial Options

It is not feasible for VA to build national cemeteries in enough locations to provide easy access to every
eligible veteran. As a result, VA has expanded its partnership with the States over the last four years to give
veterans more burial options. Grants for construction and equipment are provided to establish or improve
State cemeteries in areas where national cemeteries do not exist. In return, these States agree to adhere
to VA standards of eligibility and maintenance. Ninety percent of the States use VA’s online automated
headstone ordering system to eliminate errors and speed up delivery. Between 2001 and 2005, annual
burials in State veteran cemeteries will increase by 33 percent to almost 20,000.
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PERFORMANCE EVALUATION OF SELECT PROGRAMS

The Budget continues to focus on improving program performance. Three VA programs were as-
sessed using the Program Assessment Rating Tool (PART), which evaluated the programs’ design
and purpose, strategic planning efforts, how well they are managed, and whether they are generat-
ing positive results for taxpayers. Below are some of the highlights and recommendations from the
PART evaluations. For further details on VA performance assessments, see the White House budget
website at www.whitehouse.gov/omb/budget/.

Program Rating Explanation Recommendation

Medical Care Adequate VA has begun to focus
resources on the core veteran
population (i.e., disabled,
poor, and those with special
needs) and collects data and
assesses activities through
use of critical performance
measures.

VA should work with
congressional staff to
bring about approval
of its improved budget
structuring and continue to
develop performance-based
budgeting.

Montgomery GI Bill
(Education Benefits)

Results Not
Demonstrated

The program is well managed
but lacks strong outcome
goals. The most efficient
levels of monthly educational
assistance to support the
program’s purposes are
unknown. Budget requests
are not tied explicitly to
accomplishment of annual
and long-term goals.

VA should create a program
outcome measure on
veterans’ readjustment to
civilian life and reinstate a
cost-effectiveness measure.
It should determine the
optimum level of monthly
benefits to balance military
recruitment and retention with
readjustment benefit needs.

Medical and Prosthetic
Research

Results Not
Demonstrated

VA has a strong research
program addressing health
problems that impact
veterans and the general
population. However, it
lacks ambitious goals and
performance measures which
accurately assess program
strengths and weaknesses.

The program should develop
meaningful and useful
performance measures.

UPDATE ON THE PRESIDENT’S MANAGEMENT AGENDA

The table below provides an update on VA’s implementation of the President’s Management Agenda
as of December 31, 2003.
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Human Capital
Competitive

Sourcing
Financial

Performance E-Government
Budget and
Performance
Integration

Status

Progress

While there have been some short-term delays in the Human Capital area, VA has developed a comprehensive
human capital management plan and is focusing on implementation of a redesigned appraisal system for all
employees. VA continues to make progress in all areas but Competitive Sourcing. The Administration will work
with the Congress to remove legislative impediments to advance this effort which has been demonstrated to
generate savings and could free up additional resources to be used to provide direct medical services to
veterans. The Department remains on track to achieve its long term goals in the information technology (IT)
area, in particular, securing 90 percent of its IT systems in 2005, up from only 39 percent at the end of 2003.

VA is one of 12 major research and development (R&D) agencies that plan, manage, and assess their R&D
programs consistent with the R&D Investment Criteria, which are discussed in detail in the Research and
Development chapter in the Analytical Perspectives volume.

Initiative Status Progress

Coordination of VA and DOD Programs and Systems

Many veterans each year receive care from both DOD and VA health care systems, and all veterans have
received some medical care in the past from DOD. The Departments are working on a computerized patient
health record that will allow sharing of medical information to improve quality of care and increase efficiency.
Today, DOD has begun to provide data to VA for services such as laboratory results. In addition, they are
improving IT systems to provide veterans with seamless services as they leave military service and apply for
VA benefits. The Administration is committed to increasing the sharing of medical facilities and staff to provide
more services in the most cost efficient manner. The Departments are testing the use of a single physical exam
that meets the Government’s needs and saves veterans time. They are also working together to assure that
future veteran needs will be met, and that underused capacity will be eliminated. Likewise, the Departments
are increasing the coordination of training programs so that health professionals receive the highest level of
professional education. Thus, scarce resources will be appropriately used.

DEPARTMENT OF VETERANS AFFAIRS
(In millions of dollars)

Actual Estimate

2001 2003 2004 2005

Spending
Discretionary Budget Authority:

Medical Programs ................................................................ 20,846 24,668 27,364 27,822
Medical Care...................................................................... 20,140 23,862 26,544 27,052

Medical Care Collections (non-add) ..................... 771 1,486 1,753 2,419
Medical Care Collections Carryover.......................... — 11 — —
Research ............................................................................. 706 817 820 770

Benefit Programs .................................................................. 1,219 1,451 1,429 1,464

2005



290 DEPARTMENT OF VETERANS AFFAIRS

DEPARTMENT OF VETERANS AFFAIRS—Continued
(In millions of dollars)

Actual Estimate

2001 2003 2004 2005

Disability Compensation ................................................ 529 690 633 658
Pension ................................................................................ 137 146 153 139
Education ............................................................................ 64 70 83 91
Vocational Rehabilitation and Employment ............ 110 117 134 140
Housing................................................................................ 162 170 157 157
Insurance ............................................................................ 3 4 4 4
Burial Benefits ................................................................... 214 254 265 274

Departmental Administration............................................ 310 287 342 368
General Administration .................................................. 264 229 280 303
Inspector General ............................................................ 46 58 62 65

Total, Discretionary budget authority ................................. 22,375 26,406 29,135 29,654
Total, including medical collections .................................... 23,146 27,892 30,888 32,073

Total, Discretionary outlays ................................................... 22,366 25,678 28,380 28,585

Mandatory Outlays:
Medical Programs ................................................................ 32 30 30 31
Benefits Programs and Receipts .................................... 22,703 31,518 31,859 38,684
Disability Compensation

Existing Law ....................................................................... 18,579 24,694 27,080 31,607
Legislative Proposal ........................................................ — — 51 162

Pension..................................................................................... 2,760 3,228 3,288 3,620
Education................................................................................. 1,142 1,790 2,051 2,181
Vocational Rehabilitation and Employment................. 426 514 556 587
Housing .................................................................................... 352 1,243 250 42
Insurance ................................................................................. 1,243 1,191 1,243 1,242
Burial Benefits........................................................................ 112 143 166 181
Other receipts and transactions ...................................... 1,911 1,285 2,724 614

Departmental Administration ................................................ 51 339 14 14
Total, Mandatory outlays ........................................................ 22,684 31,209 31,903 38,729

Total, Outlays .............................................................................. 45,050 56,887 60,283 67,314

Credit activity:
Direct loan disbursements:

Vocational Rehabilitation Loans ................................. 2 3 4 4
Native American and Transitional Housing Loans 2 10 35 23
Vendee and Acquired Loans........................................ 1,470 559 1,093 1,695

Total, Direct loan disbursements ......................................... 1,474 572 1,132 1,722

Guaranteed loan committments:
Veterans Home Loans .................................................... 31,138 65,791 46,591 40,642

Total, Guaranteed loan commitments................................ 31,138 65,791 46,591 40,642
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AT A GLANCE:

2006 Discretionary Budget Authority (with collections):
$33.4 billion (Increase from 2005: 3 percent)

Major Programs:

• Health care for veterans

• Disability compensation

• Pensions for low-income veterans

• Vocational rehabilitation training and employment services

• National cemeteries

MEETING PRESIDENTIAL GOALS

Promoting Economic Opportunity and Ownership

• Providing timely compensation and job assistance to veterans with disabilities.

• Helping veterans and active-duty members own a home.

Supporting a Compassionate Society

• Providing health care to veterans with service-related injuries.

• Serving veterans through homeless assistance programs in all 50 States.

Making Government More Effective

• Providing health care services in more convenient locations, using information technology to
serve patients more quickly and more accurately.

• Working with the Department of Defense to help service members gain access to veteran services
and benefits.

263
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PROMOTING ECONOMIC OPPORTUNITY AND OWNERSHIP

Replacing Lost Income for Disabled Veterans

Veterans’ disability compensation is a monthly benefit payment to veterans who are disabled as a
result of their military service. It is the workers’ compensation program for military members, which
complements retired pay and disability annuities provided by the Department of Defense (DOD). In
2006, 2.7 million veterans will receive $26 billion of these tax-free benefits from the Department of
Veterans Affairs (VA), 57 percent more than when the President came to office.

When President Bush took office, the number of claims waiting to be processed had risen to more
than 600,000. As a result, many veterans were waiting an average of over 230 days for a claim to
be processed. One of the President’s top priorities was to significantly reduce this processing time.
VA trained nearly 1,800 employees in proper claims processing procedures and created specialized
teams to process claims for those veterans who had been waiting the longest. Uniform measurement
tools were established to evaluate quality and timeliness, and employee evaluations were re-designed
to hold VA personnel accountable for meeting the President’s goal. Further, VA worked with both
DOD and the National Records Center in St. Louis to expedite the exchange of information needed
to process claims. As a result, the number of days to process a claim will drop from 230 when the
President took office to an average of 145 days in 2006—an improvement that the Department is
committed to continuing in the years ahead.

Providing Education Opportunities to Veterans

Vocational rehabilitation counselors visit patient.

The Vocational Rehabilitation and Employ-
ment (VR&E) program helps disabled veterans
find suitable employment, so they can live inde-
pendently. The program provides comprehensive
services and assistance, such as tuition, books,
vocational counseling, and assistive technology.

In March 2004, a comprehensive review of
the VR&E program was completed which led to
several changes now underway. For example,
instead of waiting for veterans to contact
the VR&E program, counselors visit service
members at military and VA hospitals and
also call recently discharged veterans to offer
their services. In 2004, 11,000 veterans were
successfully rehabilitated with approximately
8,300 veterans employed and the remaining 2,700 achieving independent living goals, an increase
of approximately 1,500 veterans above those successfully rehabilitated in 2003.

For almost 20 years, the Montgomery GI Bill has provided education benefits to help members of
the Armed Forces adjust to civilian life after leaving active service. On December 27, 2001, President
Bush signed into law the Veterans Education and Benefits Expansion Act. The Act contained sev-
eral improvements to the Montgomery GI Program, including an increase in the maximum monthly
benefit amount of more than 46 percent by 2003 (see accompanying chart), a broader choice of edu-
cation opportunities, and an expansion of education programs paid for by the scholarships to include
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non-traditional educational settings such as
software certification programs and distance
learning courses. As a result, approximately
421,000 veterans, service members, and
reservists used their benefits in 2004 to
obtain degrees, certifications, and licenses, an
increase of five percent since the President
took office. In 2004, President Bush requested
legislation to increase monthly education bene-
fits for reservists mobilized for 90 days or more
in response to a war or national emergency
declared by the President or the Congress.
Veterans are also receiving faster service.
Since 2001, claims processed have increased
from 89,000 to 105,000 per month and the
maximum monthly benefit has increased by
almost 50 percent. In the same period, the average processing time for education benefits dropped
from 50 days to 26 days for original claims. The 2006 Budget provides almost $3 billion to assist
veterans, active duty members, and reservists for educational benefits.

Promoting Home Ownership Among Veterans

The Veterans Housing Benefit Program provides guaranteed home loans to veterans, active-duty
service members, and reservists. In addition to the loan guarantee program, the Veterans Housing
Benefits Program also includes assistance to veterans living on Indian Reservations and veterans
needing wheelchair accessible homes that are specially adapted to their needs.

There is no limit to the number of loans issued in a year. In 2006, VA expects to issue 300,000
guaranteed loans for nearly $46.2 billion, including 183,000 no down payment loans. The program
also offers options with 5-percent and 10-percent down payments.
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SUPPORTING A COMPASSIONATE SOCIETY

Providing Medical Care to Veterans

Treating veterans with military disabilities, low incomes, and special needs (such as substance
abuse or spinal cord injury) has historically been VA’s core medical care mission and its highest pri-
ority. The President is fulfilling his promise to deliver high-quality, accessible health care to these
veterans. As shown in the accompanying chart, the President’s 2006 VA medical care budget is more
than 47 percent greater than when he took office, and VA will treat about 950,000 more patients in
2006 than it did in 2001. The Budget assumes that most new veterans enrolling in the VA medical
care system will fall under VA’s core medical care mission, and that all other veterans will pay an
annual enrollment fee and increased prescription drug co-payments that are still low but more in
line with other public and private health care programs.
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Collections

The best way to guarantee that veterans un-
derstand the benefits to which they are entitled
is with outreach and education. VA instituted
a program to provide information on all veter-
ans’ benefits—not just medical care—to service
members as they leave military service, espe-
cially those with service-related special needs.
This outreach effort includes a special empha-
sis on Reserve and National Guard personnel
called to active duty.

To date, about 32,000 returning service
members from Iraq and Afghanistan have re-
ceived medical care from VA, and all returning
service members receive a day of orientation
on VA benefits and programs. At the major

To assist and complement the work of VA staff, the Department coordinates a large volunteer
program. Last year, 133,000 Americans donated about 14 million hours of their time to volunteer at
VA facilities, providing transportation to and from VA hospitals, delivering mail and medical records,
and visiting patients.

DOD hospitals, injured service members are assigned a VA case worker (stationed at the hospital),
who assists them in accessing their VA benefits and easing their transition to VA hospitals if needed.
Case workers also assist the families of injured service members. VA and DOD now electronical-
ly share medical information, thus providing these patients with better, more timely care.

VA has been a leader in implementing health information technology to improve patient care. Pa-
tients have benefited from innovative safety and quality systems implemented by VA. For example,
VA has developed a bar-code drug dispensing system—similar to that used in most stores today.
This system assures that patients receive the correct drugs at the right times, and prevents them
from receiving potentially dangerous drug combinations. In addition, VA has implemented a patient
safety program that encourages physicians, nurses, and other providers to report problems or errors
in care. As a result of the many innovative programs that were introduced in recent years, in 2003
the Institute of Medicine recognized VA as a leader in assuring patient safety and providing quality
and cited VA as one of the best Government programs based on a 2004 national survey of customer
satisfaction.
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VA prepares patient for independent living.

VA’s research program is known worldwide
for its work in areas such as prosthetics,
spinal cord injuries, and diseases such as
Parkinson’s and diabetes. Care provided at VA
facilities also helps patients have the medical
equipment and understanding they need to
live independently. For example, many VA
hospitals have rooms set up similar to an
apartment to prepare veterans to live on their
own.

Helping Homeless Veterans

VA estimates that there are more than
250,000 homeless veterans in the Nation, or
one-third of the adult homeless population. VA’s homeless assistance programs now constitute
the largest integrated network of services in the United States and serve approximately 40,000
homeless veterans annually. The Budget provides $231 million to directly support VA’s homeless
network and an additional $1.5 billion for medical care to homeless veterans.

Almost three-fourths of homeless veterans suffer from a mental illness and/or substance abuse
problem, making it difficult for them to keep a job and live independently. VA’s programs provide a
continuum of services including mental health care, substance abuse counseling, and employment
training. These comprehensive programs often require VA cooperation with Federal, State, and local
governments, and the private sector.

VA has expanded community grants to all 50 States and the District of Columbia to improve access
to housing and health care for homeless veterans. In addition, VA has created partnerships with the
Departments of Health and Human Services and Housing and Urban Development to support new
initiatives that provide permanent housing, a full range of medical care, and support services for
chronically homeless veterans. VA, in partnership with States, continues to support transitional,
community-based housing in a program that emphasizes stronger collaboration with community
organizations, including faith-based organizations.

National Cemeteries

In 2006, approximately 100,000 veterans and eligible family members will be buried in the national
cemetery system. From 2001 to 2006, there is estimated to be a 21-percent increase in the number of
burials due to the advancing age of our World War II, Korean War, and Vietnam War veterans. In the
next 20 years, one-third of our veterans will pass away. To make sure these veterans are accorded
a proper burial, VA continues to evaluate the national cemetery system to make sure we have the
appropriate number and location of national and State cemeteries. The 2006 Budget provides over
35 percent more funding for burial services and national cemeteries than five years ago. The 2006
Budget provides funding to acquire land to build six new cemeteries, including one each in Alabama,
Pennsylvania, California, South Carolina, and two in Florida. VA has also expanded its partnership
with States over the last four years to give veterans more burial options. Grants for construction and
equipment are provided to establish or improve State cemeteries in areas where national cemeteries
do not exist. In return, these States agree to adhere to VA standards of eligibility and maintenance.
The Department takes pride in the service provided to the families of our veterans; a recent survey
of family members and funeral directors showed 95 percent rated the service they received from our
national cemeteries as excellent.
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MAKING GOVERNMENT MORE EFFECTIVE

Providing More Convenient and Timely Medical Care

Many veterans have moved to the South and Southwest, yet VA maintains underused hospitals
throughout the northern and eastern regions of the country where fewer veterans live. VA com-
pleted a nationwide study of its facilities in 2004 to better align resources with patient needs by
increasing services where veterans live, and converting large underused hospitals to more efficient
clinics. Construction decisions were completed, and VA will spend $1.5 billion in 2004 and 2005 on
this effort. The 2006 Budget includes an additional $750 million for this purpose.

When President Bush took office, waiting lists for new patients were six months or longer. At one
point, the number of patients waiting for care peaked at 300,000. There was no system in place
to ensure that veterans with military disabilities, low incomes, and special needs received prompt
treatment unless they were facing a medical emergency. VA moved to prioritize those waiting for
appointments and implemented a temporary program to fill non-VA prescriptions for the first time.
This year, the list of veterans waiting more than six months for an appointment for basic medical
care has been essentially eliminated.

VA is a leader in developing electronic medical records to ensure that critical patient information
is not stored in a paper file somewhere but is accessible easily to all providers that may see a vet-
eran, while appropriately protecting medical privacy. When a veteran receives care at VA, the doctor
or nurse quickly enters all important information into a computer system and reads information on
the patient’s test results, drugs, and other vital information. As a result of these and other improve-
ments, in most situations veterans can go to any facility for care and know that the medical staff
can immediately access their records. They also receive drugs more quickly, safely, and easily. For
example, after having an exam, a patient can go directly to the pharmacy and pick up any needed
drugs that were electronically ordered by the physician.

Increasing Coordination Between DOD and VA

DOD medical staff treat veteran patient.

President Bush has placed a great emphasis
on improving cooperation between DOD and
VA in providing care to our veterans. Both
Departments have made significant progress
in meeting this goal. VA and DOD established
a high-level Executive Council to develop and
implement significant collaborative efforts. The
council has focused on three major system-wide
issues: 1) sharing “real-time” computer infor-
mation on the enrollment and eligibility status
for services and benefits; 2) continually placing
all critical medical information for each patient
in computer files that can be shared by DOD
and VA; and 3) increasing the number of places
where DOD and VA share medical facilities and
staff.

Sharing information and technology speeds up service, ensures safer healthcare, and informs vet-
erans of earned entitlements and services—such as eligibility and enrollment status for medical care,
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disability benefits, home loans, life insurance, burial benefits, vocational rehabilitation, and educa-
tion benefits.

The Departments are aggressively moving towards electronic patient medical records so both DOD
and VA doctors and nurses have rapid access to patients’ records. Since all veterans start out in the
military system and almost 700,000 use both systems annually, this coordinated effort is critical. The
first phase was implemented in June 2002 with an electronic exchange of former military members’
patient health information available at VA. The next step, expected in 2005, is the two-way sharing
of this information.

DOD and VA are working together to solve mutual problems in the Greater Chicago area, where
five VA hospitals and one DOD hospital are located. DOD originally planned to build a new hospital
within walking distance of an underutilized VA hospital. DOD now plans to share VA’s hospital—en-
suring military members, their families, and veterans will have access to quality care in a fiscally
responsible way. In addition, the two Departments have made progress in sharing personnel. In
some locations, such as Albuquerque, New Mexico and Chicago, Illinois, they share many personnel.
In other smaller areas, one or two shared staff may be key to maintaining critical capacity. For exam-
ple, the Air Force Base in Grandforks, North Dakota needed a doctor for its family practice clinic. An
agreement was reached for a VA doctor to provide care to service members at the military hospital.
This lowered overall cost to taxpayers and improved access to care at the military hospital.

DOD and VA are working together to ensure that all separating service members who file a VA
disability claim at discharge sites receive a discharge physical that meets requirements of both the
VA and the Services, prior to separation. This allows one physical examination that saves time later.

Update on the President’s Management Agenda

The table below provides an update on VA’s implementation of the President’s Management Agenda
as of December 31, 2004.

Human Capital
Competitive

Sourcing
Financial

Performance E-Government
Budget and
Performance
Integration

Status

Progress

Arrow indicates change in status since evaluation on September 30, 2004.

While VA continues to make progress on many aspects of each of the initiatives, its overall status in
implementing the President’s Management Agenda has remained largely unchanged over the past year. VA
developed a comprehensive human capital plan, completed testing of an on-line self-evaluation program,
and redesigned an appraisal system for many of its employees. Ongoing negotiations with the labor union
have resulted in some delays in implementing the new performance appraisal system for all employees.
Improvements in financial performance and E-Government were delayed due to serious failures in the rollout of
a new financial management information technology system. VA is assessing its options for next steps but has
halted implementation of this massive system and has reverted back to its old system. VA has been unable
to use Competitive Sourcing to achieve efficiency improvements since under law it is not able to carry out
any such comparisons. The Administration is working with the Congress to find a solution so that resources
can be better spent on direct services to veterans.
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MAKING GOVERNMENT MORE EFFECTIVE—Continued

Initiative Status Progress

Real Property Asset Management

Eliminating Improper Payments

Coordination of VA and DOD Programs and Systems

Arrow indicates change in status since evaluation on September 30, 2004.

In regard to the Real Property Initiative, VA has an Asset Management Plan where it has inventoried and
proposed changes to right-size its massive network of buildings across the Nation to ensure that veterans are
treated in the most convenient places for the veteran. The total dollar value at risk of Improper Payments at
VA is approximately $43.6 billion. After its initial assessment, VA determined that six high-risk programs exist.
Of those six programs, four have completed remediation plans that are actively being implemented and the
remaining two plans are likely to be completed in the second quarter of 2005. (Because this is the first quarter
that agency efforts in the Eliminating Improper Payments Initiative were rated, progress scores were not given.)
As discussed earlier, VA and DOD have taken numerous steps to improve the coordination of medical care and
transition of injured service members to VA for healthcare and other benefit programs.
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Department of Veterans Affairs
(In millions of dollars)

Estimate2004
Actual 2005 2006

Spending
Discretionary Budget Authority:

Medical Programs ................................................................................................ 27,365 28,784 28,903
Medical Services .............................................................................................. 18,468 19,764 19,789

Medical Services Collections (non-add)
Existing law ................................................................................................... 1,708 1,953 2,164
Legislative proposal ................................................................................... — — 424

Medical Administration ................................................................................... 4,027 4,377 4,439
Medical Facilities .............................................................................................. 4,004 3,858 3,888
Medical Research ............................................................................................ 866 784 786

Benefit Programs .................................................................................................. 1,429 1,453 1,548
Disability Compensation ................................................................................ 659 652 701
Pension ................................................................................................................ 143 138 148
Education ............................................................................................................ 76 90 100
Vocational Rehabilitation and Employment ............................................ 124 139 147
Housing................................................................................................................ 157 156 157
Insurance ............................................................................................................ 4 4 5
Burial Benefits ................................................................................................... 265 272 290

Departmental Administration............................................................................ 343 371 401
General Administration .................................................................................. 280 301 330
Inspector General ............................................................................................ 62 70 71

Total, Discretionary budget authority (no collections) .................................. 29,137 30,607 30,852
Total, Discretionary budget authority (with new collections) ..................... 29,137 30,607 31,274
Total, including all collections .............................................................................. 30,845 32,560 33,440

Total, Discretionary outlays ................................................................................... 28,497 28,408 30,428

Mandatory Outlays:
Medical Programs:

Existing law .................................................................................................... 29 33 35
Legislative proposal .................................................................................... — — 424

Benefit Programs and Receipts:
Disability Compensation ................................................................................ 26,297 31,153 30,643
Pension ................................................................................................................ 3,334 3,674 3,470
Education ............................................................................................................ 2,137 2,454 2,579
Vocational Rehabilitation and Employment ............................................ 551 604 632
Housing................................................................................................................ 218 1,904 65
Insurance ............................................................................................................ 1,260 1,298 1,330
Burial Benefits ................................................................................................... 153 168 171
Other Receipts and Transactions ............................................................... 2,771 1,650 648

Departmental Administration............................................................................ 151 — —
Total, Mandatory outlays ........................................................................................ 31,057 39,638 37,853

Total, Outlays .............................................................................................................. 59,554 68,046 68,281
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Department of Veterans Affairs—Continued
(In millions of dollars)

Estimate2004
Actual 2005 2006

Credit activity
Direct Loan Disbursements:

Vocational Rehabilitation Loans ...................................................................... 3 4 4
Native American and Transitional Housing Loans.................................... 6 9 26
Vendee and Acquired Loans ............................................................................ 123 915 1,675

Total, Direct loan disbursements ......................................................................... 132 928 1,705

Guaranteed Loan Commitments:
Veterans Home Loans ........................................................................................ 35,315 43,802 46,173

Total, Guaranteed loan commitments................................................................ 35,315 43,802 46,173
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Since 2001, the Administration:

• Increased the medical care budget (including collections) by 69.1 percent, an average
of 9.2 percent a year, and the number of patients treated by 1.1 million;

• Expanded the national cemetery system to ensure that more veterans will have a
burial option within 75 miles of their residence;

• Kept its promise to award disability claims faster;

• Expanded and improved seamless transition from active duty to civilian status and
access to Department benefits; and

• Provided medical care to almost 100,000 returning Operation Iraqi Freedom and
Operation Enduring Freedom servicemembers in 2005.

The President’s Budget:

• Meets the growing challenge of health care costs and needs of our Nation’s veterans;

• Continues the collaboration between the Department of Veterans Affairs and
the Department of Defense to better serve veterans and returning Operation Iraqi
Freedom and Operation Enduring Freedom servicemembers;

• Continues improving the electronic medical record system, which has been recog-
nized nationally for increasing patient safety; and

• Supports continued restructuring of the veterans’ medical care system to ensure that
health care services are available where veterans live.

237
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FOCUSING ON THE NATION’S PRIORITIES

Refocusing Medical Care to Current Combat Veterans and Veterans Who Have
Service Disabilities, Lower Incomes, or Special Needs

The Department of Veterans Affairs (VA) operates the largest direct health care delivery system in
the country, providing care at over 800 locations to about five million veterans—one in five veterans
receives medical care from VA. As the veteran population continues to age over the next 20 years, the
total number of veterans will decline from 25 million to 17 million. While the number of patients has
grown in the last five years, the annual increase is now slowing down and is expected to continue to
do so as the overall veteran population declines.

VA is also meeting the needs of veterans returning from Afghanistan and Iraq. In 2007, VA will
provide medical care to over 100,000 combat veterans returning from Operation Enduring Freedom
(OEF) and Operation Iraqi Freedom (OIF). Veterans deployed to combat zones are entitled to two
years of eligibility for VA health care services following their separation from active duty, even if
they are not immediately otherwise eligible to enroll in VA.

As health care costs continue to rise and
the amount and intensity of care provided to
patients increases, VA’s cost per patient will
continue to grow. VA patients are increasingly
older and sicker and are receiving improved,
more costly treatments. At the same time,
patients with other health-care alternatives
who have traditionally used VA for only part
of their medical care needs are relying more
heavily on VA as quality and access have
improved and alternatives have become costly.
In addition, VA is providing more mental
health and prosthetics services for all veterans.

The 2007 Budget provides an 11.3-percent
increase in funding for medical care over last
year (including collections), and a 69.1-percent

increase since President Bush took office. This funding level will provide needed resources to ensure
that VA continues to provide a high level quality of care to veterans.

Resources are focused on VA’s core medical care mission—to serve current combat veterans
and veterans who have service disabilities, lower incomes, or special needs. Other veterans
(higher-income and non-disabled) were unable to receive VA medical care at all or on a case-by-case
space-available basis until 1999, when a new law allowed these veterans to enroll for care in any
year that the Secretary determined enough resources were available. In 1999 through 2002, the
Secretary determined each year that all categories of veterans were able to enroll. However, the
rapid growth in the number of higher-income and non-disabled veterans (lower-priority veterans)
threatened VA’s ability to deliver quality and timely care to service-disabled and lower-income
veterans. As a result, in 2003 enrollment of lower-priority veterans was stopped, a move supported
by the Congress in all appropriations bills since. Those lower-priority veterans who were already
enrolled in the system before 2003 retained their eligibility and today comprise 27 percent of all
enrollees.
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The Budget continues the priority of providing timely and accessible medical care that sets a
national standard of excellence for the health care industry. As President Bush took office, the
number of new enrollees unable to get an appointment peaked at 176,000 and has dropped to 22,494
in 2005. To ensure timely care, VA now monitors the percentage of appointments scheduled within
30 days of the desired date and reports this measure to be 93.7 percent.

The VA medical care system is recognized as a leader in using high standards and technology to
improve the quality of health care. Over the past seven years, the Institute of Medicine has lauded
VA’s use of performance measures to improve quality as one of the best in the Nation. It particu-
larly praised VA’s use of performance measures, reports, self-assessment tools, site visits, and best
practices in the surgical area where their impact reduced the number of deaths within 30 days after
surgery by 27 percent over nine years. VA’s electronic medical record system and bar coding program
are key components in improving health care quality and patient safety and have been recognized
for advancing the profession as a whole in the United States. VA’s programs have been adopted in
other countries, such as Australia, Japan, and Denmark. VA’s research program continues to address
health care problems that impact veterans and the general population. In fact, the research Program
Assessment Rating Tool (PART) score improved this year due to the increased use of performance
measures and data.

VA Cemeteries Honor Veterans with a Final Resting Place

VA operates 125 national cemeteries and 33 other facilities with the goal of providing compassion-
ate burial services in settings that are maintained as national shrines. The 2007 Budget continues to
fund the next phases of construction for the six new cemeteries announced by the President in Novem-
ber 2003. These new cemeteries will assist in the goal of ensuring that most veterans have a national
or State veterans’ cemetery within 75 miles of their home. VA has begun opening gravesite sections
in new cemeteries under construction rather than waiting for the entire cemetery to be completed,
providing services to families in the area up to two years earlier. The program’s PART assessment
determined that it provides a valuable service to veterans and their families.

The State Cemetery Grants Program was
established in 1979 to complement VA’s system
of national cemeteries. Grants are provided
to the States for the establishment, expansion,
or improvement of State veterans’ cemeteries.
They cover the total cost of construction as
well as certain equipment costs. The States
are responsible for continued operations and
maintenance. State veterans’ cemeteries can
provide access to a burial option for veterans
residing in geographic areas not served by a
national cemetery.

Reducing the Processing Times for Disability Claims

The Veterans Disability Compensation Program provides financial benefits for income loss due
to service-related disabilities. It is the worker’s compensation program for military members and
complements retirement pay and disability annuities provided by the Department of Defense (DOD).
In 2007, 3.7 million veterans and beneficiaries will receive approximately $38 billion of tax-free
disability benefits.

2007



240 DEPARTMENT OF VETERANS AFFAIRS

FOCUSING ON THE NATION’S PRIORITIES—Continued

The number of days to process a disability claim has dropped from a high of 230 days when the
President took office to approximately 167 days in 2005. Recently enacted statutory outreach re-
quirements will increase the number of claims by nearly 100,000, so the average number of days to
complete a claim is expected to temporarily rise to 185 days in 2006 and 182 days in 2007. Despite
this temporary increase, VA remains committed to bringing this processing time down to its ultimate
target of 125 days by continually improving processing methods and focusing on ways to improve the
system. In response to its prior PART rating, the program is improving its ability to measure perfor-
mance using new measures.

VA has sought to reduce processing times by increasing the use of electronic, centralized opera-
tions and the latest technology. Working closely with the military Services, VA provides briefings to
servicemembers prior to their separation from Service. By meeting with members before separation,
all required tests and forms are collected and rating decisions are made prior to separation. The goal
of the program, which is currently used at 140 military installations, is to process claims within 30
days.

VA also improves timeliness by moving work between Regional Offices when regional backlogs
develop in one area and can be processed in another. For example, in the wake of Hurricane Katrina,
the New Orleans Regional Office was unable to process claims for the veterans of Louisiana. Rather
than waiting for the office to reopen, VA moved claims to neighboring States to ensure that claims
were processed in a timely manner.
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RESTRAINING SPENDING AND MANAGING FOR RESULTS

Capital Asset Realignment for Enhanced Services (CARES)

In 1999, the Government Accountability Office reported that VA was wasting $1 million a day
on underused or unneeded health facilities. VA entered the 21st Century with an infrastructure
system largely designed and built to provide medical care as it was practiced in the middle of the 20th
Century, i.e., centered around hospital inpatient care. American medicine has transformed itself
from a hospital-based system to one centered on outpatient and home services. VA medicine has
kept up with, and sometimes led, these innovations, leaving many hospitals and their associated
medical staff underutilized. As a result, VA implemented and completed the CARES process—the
most comprehensive evaluation of the Department’s capital assets and service needs ever conducted.

In addition to the clinical changes in the how and where we treat patients today, there is a migra-
tion of the population to warmer climates. Many veterans have moved to the South and Southwest,
and VA has been maintaining older underused hospitals in areas losing population. The CARES
process will bring health care closer to where most of VA’s enrolled veterans live, while eliminating
or downsizing underused facilities. VA is continuing to convert many of its older, massive hospitals
to more efficient clinics, while at the same time building hospitals in more populated areas. This re-
configuration will increase access to care for many veterans, and improve the efficiency of operations
in all sections of the country.

It will take time to implement the nationwide changes that were recommended in the 2004 CARES
Commission’s final report. In the last three enacted Budgets (2004–2006), a total of $2.2 billion was
allocated to this effort. The 2007 Budget includes $457 million for CARES—and an additional $293
million was enacted in the Hurricane Katrina emergency funding package in late December 2005,
to fund a CARES project—bringing the total CARES funding between 2004 and 2007 to almost $3
billion. The Administration continues to fully support this initiative and will request funding that
aligns this activity with other Administration priorities.

Proposed New and Expanded User Fees for Higher-income Non-disabled Veterans

*Based on the Individual rates for the most popular Federal
Employee Health Benefits Program (2006)

Drug
Copays

Primary
Doctor
Copay
Specialty
Doctor
Copay

Deductible

Annual
Premium

Federal
Employee Health

Benefits
Program*

Priority
Level 7/8
Proposed

Priority
Level 7/8
Current

$8

$15

$50

$0

$0

$15

$15

$50

$0

$250

25 to 45 percent

$15 up to
25 percent

$15 up to
25 percent

$250

$1,510

Typical Patient Cost Sharing
The Administration is reproposing two user-

fee proposals for lower-priority veterans in the
system (Priority Level 7/8 veterans) who do not
have service disabilities or lower incomes. The
proposals include a $250 annual enrollment fee
and an increase in the drug copay from $8 to $15
for a 30-day supply of prescription drugs. The
accompanying chart shows that these fees align
veterans’ payments for care more closely with
other public and private health care plans.

Similar proposals are included in the DOD
budget for career military retirees under the
age of 65. In addition to these proposals,
the Budget includes a legislative provision to
correct an inequity in the administration of
existing copays. Today, if a veteran has another
source of health insurance the copay requirement is eliminated if the insurance payment is equal
to or greater than the copay. The proposal would charge copays to all eligible veterans equally.
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RESTRAINING SPENDING AND MANAGING FOR RESULTS—Continued

These proposals do not pertain to veterans who are considered among VA’s core mission and our
highest priority—those with service disabilities, lower incomes, or special needs. The President
is committed to ensuring that their care is not jeopardized in any way. These proposals will save
taxpayers $795 million in 2007.

Seamless Transition from Active Duty Status to Civilian Status

Since 2001, the Administration has emphasized increased collaboration between VA and DOD in
providing care to the military community. President Bush identified this activity as one of the 14
key management priorities for his Administration, and these efforts have already resulted in a more
efficient delivery of services and benefits to active and separated servicemembers and their families.

DOD and VA have been working closely to ensure that returning servicemembers transition from
active duty to civilian status in a seamless manner. VA outreach programs are ensuring that return-
ing combat veterans of OIF/OEF are receiving medical care and other services from VA quickly and
with minimal paperwork. Servicemembers who become disabled and need to separate from active
duty because they can no longer fulfill their duties are assigned to a DOD case manager and linked
to a VA benefits counselor while still in the Service. They also receive transition assistance through
various assistance centers and offices. VA and DOD are working together to establish a cooperative
separation exam process so that departing servicemembers only need to have one exam that meets
the needs of both Departments.

VA and DOD are also identifying departing servicemembers who may be at risk for Post Traumatic
Stress Disorder, and have implemented an aggressive plan to determine the appropriate care best
suited to each veteran. VA is assisting DOD with dental examinations and care for demobilized re-
servists, and is providing prosthetics care to veterans after separation. In addition, VA has assigned
full-time counselors in seven major military medical centers to work closely with DOD staff to ensure
that returning servicemembers receive information and counseling about VA benefits and services.
To date, VA staff have facilitated transfers of more than 2,900 OIF/OEF returning servicemembers
from military medical facilities to VA medical centers.

During 2005, VA established the Seamless Transition Office to improve communication and
cooperation with DOD, and ensure that transition to civilian life is as trouble-free as possible for
all veterans and not just those disabled in combat. For example, the Departments have worked to
educate servicemembers on all VA benefits and assist them in applying for these benefits prior to
separation from active duty. The program that allows servicemembers to begin the VA disability
application process 180 days prior to separation was expanded to 140 military installations in the
United States, Germany, and Korea. These applications are now processed at two locations to speed
up the processing time.

Other VA/DOD Collaboration Efforts

VA and DOD are expediting the two-way transfer of medical records between the two Departments,
largely using state-of-the-art new electronic medical records systems. This sharing of electronic
health information is necessary to ensure that when patients are seen at one facility, their infor-
mation will be available to doctors and nurses at other facilities where they may seek care in the
future. Because the information is available more rapidly, patients can receive needed care without
extensive waits and unnecessary duplication of tests.
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The Departments have been working together for a number of years to increase their joint pur-
chasing of drugs, medical supplies, and equipment. This has been accomplished, in part, through
the development of joint standards, allowing for purchase of larger quantities by both agencies. VA
and DOD expect that this collaboration will continue to grow—resulting in significant savings to the
Government.

Servicemember using therapeutic equipment at a joint VA/DOD facility.

Both VA and DOD conduct training pro-
grams for their medical staff (physicians,
nurses, and others). These post-graduate
training and continuing education programs
help maintain a highly qualified Federal
workforce and contribute significantly to the
medical training of providers for the Nation.
In order to reduce duplication and increase
efficiency, VA and DOD are expanding the use
of joint training programs.

VA and DOD have continued to expand the
sharing of medical services and facilities. Both
Departments jointly examine construction
plans for sharing when possible and cost

effective. For example, VA and DOD are working on a shared solution to the damage caused by
Hurricane Katrina to the Keesler Air Force Medical Center, the VA Biloxi Medical Center, and the
VA Gulfport hospital in Mississippi. VA’s nationwide infrastructure plan (CARES) assumed that the
Gulfport hospital would be demolished, and the Biloxi hospital would be expanded to cover Gulfport
veterans. While this particular CARES project was originally planned to begin several years from
now, it will now be started in 2006. While VA and DOD were already sharing some services before
the hurricane, they are examining even greater sharing opportunities at this critical and unique
point in time as they rebuild their Gulf presence.

Update on the President’s Management Agenda

The table that follows provides an update on VA’s implementation of the President’s Management
Agenda as of December 31, 2005.
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RESTRAINING SPENDING AND MANAGING FOR RESULTS—Continued

Human Capital
Competitive

Sourcing
Financial

Performance
E-Government

Budget and
Performance
Integration

Status

Progress

VA continues to make progress on many aspects of each of the initiatives, but its overall status in implementing
the President’s Management Agenda has for the most part remained unchanged over the past year. VA is
coming close to finishing its development of a human capital workforce and succession planning training
program; has completed its annual Human Resources Accountability Report; and has begun the final review
process. VA’s competitive sourcing progress was delayed by legal decisions that prohibit VA from conducting
cost comparisons on VA positions, unless the Congress provides specific funding for the competitions. VA has
also completed corrective actions on its payroll system material weakness, but remains red in status for financial
performance because of limitations in its financial management and data systems. For E-Government, VA has
provided a remediation plan for its failed financial management information technology system, but still needs to
develop acceptable business cases for its major systems that align with the resource levels in the Budget. VA
has also implemented the online use of the Presidential initiative e-QIP for all clearance investigations in VA’s
central office and is completing implementation nationwide. VA plans to enhance its health care actuarial model
to include VA-specific trend assumptions and better link model output with monthly reports.

Initiative Status Progress

Coordination of VA and DOD Programs and Systems

Real Property Asset Management

Eliminating Improper Payments

Faith-Based and Community Initiative

Arrow indicates change in status rating since the prior evaluation as of September 30, 2005.

Coordination of VA and DOD programs and systems has resulted in impressive improvement in the seamless
transition programs of active duty members transferring to the VA for medical care. For example, VA counselors
are now stationed at major DOD medical centers to provide assistance to injured returning servicemembers.
However, the agencies have not reached agreement upon goals for some joint initiatives, such as how to share
DOD data with VA in order to streamline access to VA services. VA is making progress in managing real property,
and within the last fiscal year vacant space at VA declined 15 percent, and 16 non-mission critical properties
were disposed of or demolished. VA completed consolidation of improper payment and recovery auditing data
for all risk susceptible programs. It is working to simplify regulations for disability determinations, which will
decrease improper payments by improving accuracy of beneficiaries and payment amounts. VA has established
strong faith-based data collection and pilot programs. The President’s 2007 Budget introduces a new initiative to
improve the management of the Federal Government’s credit portfolios. VA is included in this initiative because
it has a portfolio of $1.3 billion in outstanding direct loans, $202 billion in outstanding loan guarantees, and $496
million in delinquent debt. This initiative will be included in the scorecard beginning in the second quarter of 2006.
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Department of Veterans Affairs
(In millions of dollars)

Estimate2005
Actual 2006 2007

Spending
Discretionary Budget Authority:

Medical Programs ................................................................................................ 27,949 28,772 31,462
Medical Services .............................................................................................. 21,376 22,547 24,716

Medical Services Collections (non-add):
Existing law ................................................................................................... 1,868 2,054 2,289
Legislative proposal ................................................................................... — — 544

Medical Administration ................................................................................... 3,310 2,927 3,177
Medical Facilities .............................................................................................. 3,263 3,298 3,569
Medical Research ............................................................................................ 390 412 399

Information Technology ...................................................................................... 1,284 1,214 1,257
Construction ........................................................................................................... 820 923 714

Construction, Major ......................................................................................... 455 607 399
Construction, Minor ......................................................................................... 229 199 198
Grants for State Extended Care ................................................................. 104 85 85
Grants for State Cemeteries ........................................................................ 32 32 32

General Operating Expenses........................................................................... 1,299 1,350 1,481
Veterans Benefits Administration ............................................................... 1,033 1,054 1,168
General Administration .................................................................................. 267 296 313

Other ......................................................................................................................... 364 373 384
Housing................................................................................................................ 153 154 153
Other Credit........................................................................................................ 1 1 1
National Cemetery Administration ............................................................. 142 150 161
Office of Inspector General .......................................................................... 68 69 69

DOD/VA health care sharing incentive fund (HCSIF), DOD
contribution ......................................................................................................... 15 15 —

Supply Fund/Franchise Fund ........................................................................... 75 — —
Other funds and transactions ........................................................................... 4 2 —

Subtotal, Discretionary budget authority (without collections).................. 32,043 33,057 35,697
DOD/VA HCSIF adjustment.............................................................................. 15 13 —

Total, Discretionary budget authority (without collections)......................... 32,058 33,044 35,697
Total, Discretionary budget authority (with collections) ............................... 33,975 35,097 38,530

Total, Discretionary outlays ................................................................................... 30,374 32,595 34,632

Mandatory Outlays:
Medical Programs ................................................................................................ 31 32 31
Benefit Programs and Receipts:

Disability Compensation and Pension ...................................................... 34,693 35,010 34,979
Readjustment Benefits ................................................................................... 2,940 3,265 3,409
Housing................................................................................................................ 1,889 60 43
Insurance ............................................................................................................ 1,281 1,299 1,302
Other Receipts and Transactions ............................................................... 1,605 1,851 552
Supply Fund/Franchise Fund....................................................................... 392 — —
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Department of Veterans Affairs—Continued
(In millions of dollars)

Estimate2005
Actual 2006 2007

Total, Mandatory outlays ........................................................................................ 39,621 37,815 39,212

Total, Outlays .............................................................................................................. 69,995 70,410 73,844

Credit activity
Direct Loan Disbursements:

Vocational Rehabilitation Loans ...................................................................... 3 3 3
Native American Transitional Housing Loans............................................. 7 10 20
Vendee and Acquired Loans ............................................................................ 155 369 590

Total, Direct loan disbursements ......................................................................... 165 382 613

Guaranteed Loan Commitments:
Veterans Home Loans ........................................................................................ 22,544 36,110 37,189

Total, Guaranteed loan commitments................................................................ 22,544 36,110 37,189
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Since 2001, the Administration:

• Increased the medical care budget by 83.4 percent, an average of 9.1 percent a year;

• Provided medical care to over 155,000 returning Operation Iraqi Freedom and Operation
Enduring Freedom servicemembers in 2006;

• Expanded the national cemetery system to ensure that more aging veterans will have a burial
option within 75 miles of their homes;

• Delivered on its promise to award disability claims faster; and

• Expanded and improved seamless transition from active duty to civilian status, including
access to Department benefits.

The President’s 2008 Budget:

• Meets the growing health care needs of our Nation’s veterans;

• Expands the Department’s ability to provide mental heath care and prosthetics, especially to
servicemembers returning from Iraq and Afghanistan;

• Supports continued restructuring of the medical care system to ensure health care services
are available where veterans live;

• Funds the construction of six new veterans’ cemeteries in five States to accommodate
increased burials primarily of veterans of World War II, and the Korean and Vietnam Wars;
and

• Continues the collaboration between the Department of Veterans Affairs and the Department
of Defense to better serve veterans and returning Operation Iraqi Freedom and Operation
Enduring Freedom servicemembers.
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FOCUSING ON THE NATION’S PRIORITIES

Expanding Access to Health Care for Veterans

The President’s 2008 Budget for the Department of Veterans Affairs (VA) proposes $36.6 billion
(including collections) for medical care—83 percent more than when President Bush took office. VA
operates the largest direct health care delivery system in the country, providing care at over 800
locations to over five million veterans. The Department is recognized as a leader in using high
standards and technology to improve the quality of health care.
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Budget authority in billions of dollars

Providing Increases in Health Care and
Other Services for Veterans

83-percent increase
from 2001 to 2008

81-percent increase
from 2001 to 2008

Today, VA treats a million more veteran
patients a year than it did in 2001. Caring
for returning combat veterans and veterans
with military disabilities, low incomes, and
special needs has always been VA’s core
medical care mission and its highest priority.
To continue to prioritize resources for these
targeted veterans, the 2008 Budget proposes
income-based enrollment fees and higher
pharmaceutical copayments for all other
veterans, better aligning the VA system with
the fees paid by career military retirees under
the healthcare system at the Department of
Defense (DOD).

VA continues to expand access to
non-institutional long-term care, enabling

veterans to live and be cared for near or in the comfort of their homes surrounded by family. In
addition, veterans from all combat eras are requiring more prosthetics and sensory aids. The
Budget proposes $1.3 billion to meet this need. The President’s Budget also recognizes the increased
need for mental health care services and provides a total investment of $3 billion to afford a full
continuum of care for veterans with mental health issues.

The 2008 Budget provides $750 million in medical care construction funds to better align facilities
with patient needs, bringing the total investment to $3.7 billion since 2004. This funding will provide
care in places where veterans needs are greatest, improving access to both primary and specialty
care services.

Improving Benefits for Veterans and their Families

Veterans’ disability compensation is a monthly cash benefit paid to veterans for income loss due to
service-related disabilities. In 2008, more than three million veterans and beneficiaries will receive
approximately $37 billion in tax-free benefits from VA, an 84-percent increase in total payments
from 2001. When President Bush took office, the number of disability benefit claims waiting to be
processed had soared to over 600,000, resulting in many veterans waiting an average of over 230
days for VA to process their claims. Several statutory requirements have expanded eligibility and
increased claim volume over the last six years, further impeding timeliness. The Administration and
VA are committed to reducing processing time by continually improving methods and technology.
In 2006, the average length of time to process a veteran’s disability claim dropped to 177 days. To
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continue improvement in processing veterans’ disability claims, the Budget provides resources to
further reduce the processing time to 145 days.

VA honors veterans with a hallowed final resting place at 125 national veterans’ cemeteries in
39 States and Puerto Rico. These cemeteries are maintained as national shrines and serve as a
lasting tribute to commemorate veterans’ sacrifice for this Nation. VA is currently experiencing the
largest expansion of the national cemetery system since the Civil War. On Veterans Day 2003, the
President signed into law P.L. 108-109, the National Cemetery Expansion Act of 2003, directing the
establishment of six new national cemeteries—two in Florida and one each in Alabama, California,
Pennsylvania, and South Carolina. The 2008 Budget fully funds the final design and construction
of these cemeteries and advances the President’s goal of ensuring that most veterans have a final
resting place within 75 miles of their homes.

Ensuring a Seamless Transition for Veterans Leaving the Military

President Bush identified increased coordination of VA and DOD programs and systems as one of
the 14 key management priorities for his Administration, and these efforts have resulted in more
efficient delivery of services and benefits to active and separated servicemembers and their families.
In 2008, nearly 263,000 returning servicemembers from Iraq and Afghanistan will receive medical
care from VA. VA outreach programs ensure that returning combat veterans know how to access
care quickly and with minimal paperwork. VA caseworkers are stationed at major DOD hospitals to
make direct contact with those leaving the service. VA and DOD are also working together to identify
departing servicemembers who may be at risk for Post Traumatic Stress Disorder and to determine
the appropriate care best suited to each veteran.

The Departments have made great progress in sharing electronic data necessary to make eligibility
determinations for VA benefits and services for separated servicemembers. Over the past year, the
Departments have reduced the time it takes for making DOD deactivation and separation data avail-
able to VA hospital and benefits processing centers from 90 days to within 3 days. Increased data
sharing between VA and DOD lessens the burden on the veteran for providing requested information,
thus reducing the time necessary for VA to complete decisions and for the veteran to receive benefits
and services. VA continues to reach out to educate all servicemembers on VA benefits, offering assis-
tance in applying for these benefits prior to separation from active duty. Under this Administration,
VA and DOD have proactively partnered to better share valuable resources benefiting veterans and
military beneficiaries.
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Department of Veterans Affairs
(In millions of dollars)

Estimate2006
Actual 2007 2008

Spending

Discretionary Budget Authority:

Medical Care .......................................................................................................... 28,772 29,312 34,202

Medical Collections (non-add) ................................................................... 1,994 2,198 2,352

Total, Medical Care with collections (non-add) .................................... 30,766 31,510 36,554

Medical and Prosthetic Research................................................................... 412 409 411

Information Technology ...................................................................................... 1,214 1,077 1,859

Construction ........................................................................................................... 923 555 1,078

Veterans Benefits Administration .................................................................... 1,054 1,103 1,198

General Administration ....................................................................................... 296 335 274

Housing and Other Credit.................................................................................. 155 155 156

National Cemetery Administration.................................................................. 150 156 167

Office of Inspector General ............................................................................... 69 69 73

Other funds and transactions ........................................................................... 175 — —

Total, Discretionary budget authority ................................................................. 32,869 33,171 39,418

Total, Discretionary budget authority (with medical collections) ............. 34,863 35,369 41,769

Memorandum: Budget authority from enacted supplementals ............... 1,206 — —

Total, Discretionary outlays ................................................................................... 32,313 33,359 38,476

Mandatory Outlays:

New Proposed Medical Care Receipts......................................................... — — 355

Benefit Programs:

Disability Compensation and Pensions.................................................... 34,680 35,849 41,046

Education Benefits........................................................................................... 2,376 2,660 2,620

Vocational Rehabilitation and Employment ............................................ 573 618 668

Housing................................................................................................................ 46 67 19

Insurance ............................................................................................................ 1,237 1,278 1,297

Other receipts and transactions.................................................................. 1,416 1,504 481

Total, Mandatory outlays ........................................................................................ 37,496 38,968 44,814

Total, Outlays .............................................................................................................. 69,809 72,327 83,290

Credit activity

Direct Loan Disbursements:

Vendee and Acquired Loans ............................................................................ 166 337 530

All other programs ................................................................................................ 8 7 7

Total, Direct loan disbursements ......................................................................... 174 344 537

Guaranteed Loan Disbursements:

Veterans Home Loans ........................................................................................ 23,500 28,260 29,104

Total, Guaranteed loan disbursements ............................................................. 23,500 28,260 29,104
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The President’s 2009 Budget will:

• Provide veterans with the high-quality health care they deserve;

• Speed veterans’ receipt of benefits; and

• Ease the transition for veterans as they leave active military service.

Providing Veterans with the High-Quality Health Care They Deserve
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104% increase
from 2001 to 2009

• Continues to provide record levels
of funding for medical care. $41.2
billion (including collections) for medical
care—more than double the amount
when President Bush took office. The
Department of Veterans Affairs (VA)
provides nationally recognized care to
over five million veterans at more than
800 locations nationwide.

• Provides the best possible care for our
wounded warriors. Address the unique
needs of returning combat service-
members with multiple injuries at four
state-of-the-art polytrauma centers, 17
regionally-based facilities, and numerous
specialists throughout the system. VA will also begin design and construction of a new
polytrauma center this year.

• Expands mental health and substance abuse services. $3.9 billion for full continuum of care for
veterans with substance abuse disorders and mental health issues, including post-traumatic
stress disorder.

• Focuses resources on core-mission veterans. Refocus resources on treating veterans with
disabilities resulting from military service, lower incomes, and special needs or who
are returning combat veterans, by proposing income-based enrollment fees and higher
pharmaceutical copayments for all other veterans.

• Increases access to long-term care. Expand non-institutional long-term care that enables
veterans to live and be cared for near, or in the comfort and familiar settings of, their homes
surrounded by their families.
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Speeding Veterans’ Receipt of Benefits

• Cuts the disability claims backlog. Bring the average length of time to process a veteran’s
disability claim from a peak of 230 days in 2001 to 145 days in 2009.

• Supports priority processing for returning combat veterans. Accelerate processing of disability
compensation claims for servicemembers returning from active duty service in Operation Iraqi
Freedom and Operation Enduring Freedom.

Easing the Transition for Veterans as They Leave Active Military Service

• Continues implementing the recommendations of the President’s Commission on Care for
America’s Returning Wounded Warriors.
¡¡¡ VA and the Department of Defense are implementing recommendations that do not require

legislation, such as employing Federal Recovery Coordinators to assist seriously injured
servicemembers, improving recruitment and retention of mental health experts, and moving
toward a single medical examination to establish eligibility for disability compensation from
both Departments.

¡¡¡ The Administration continues to seek enactment of the remaining Commission recommen-
dations, including modernizing the disability compensation systems, broadening treatment
for post-traumatic stress disorder and traumatic brain injury, and strengthening support for
families.

• Supports benefits delivery upon discharge from military service. Provide America’s newest
veterans with the benefits and services they have earned and bring about a seamless transition
from military to civilian status, including allowing separating servicemembers to apply for
benefits 180 days prior to their discharge to further speed benefits delivery.

• Improves collaboration with the Department of Defense. Implement ways to transfer records
between the two agencies; share critical medical information electronically; process disability
and other claims understandably and quickly; and in every way possible, support the transition
from active duty to civilian life.

• Expands treatment for Traumatic Brain Injury (TBI). Perform screenings for all recent combat
veterans, increase training for all VA health care professionals, and conduct an outside review
of VA’s TBI services.

Since 2001, the Department of Veterans Affairs has:

• Increased the resources available for veterans’ medical care by 106 percent.

• Provided medical care to more than 300,000 returning Operation Iraqi Freedom and Operation
Enduring Freedom servicemembers.

• Improved medical care and benefits delivery for our Nation’s wounded warriors.

• Funded over $5.5 billion to continue restructuring the medical care infrastructure to improve
veterans’ access to quality primary and specialty health care services.

• Ensured more veterans have a burial option in a national or State veterans cemetery within 75
miles of their homes.

• Expanded the range of benefits available to veterans and improved the timeliness of benefits
delivery.

• Smoothed the transition from active duty to civilian status.
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Department of Veterans Affairs
(In millions of dollars)

Estimate2007
Actual 2008 2009

Spending

Discretionary Budget Authority:

Medical Care .......................................................................................................... 32,201 33,979 38,737

Medical Collections (non-add) ................................................................... 2,227 2,341 2,467

Total Medical Care including collections (non-add) ............................ 34,428 36,320 41,203

Medical and Prosthetics Research ................................................................ 414 408 442

Information Technology ...................................................................................... 1,213 1,986 2,442

Construction ........................................................................................................... 715 1,144 1,028

Veterans Benefits Administration .................................................................... 1,166 1,175 1,372

General Administration ....................................................................................... 337 315 328

Housing and Other Credit.................................................................................. 153 156 158

National Cemetery Administration.................................................................. 160 166 181

Office of Inspector General ............................................................................... 71 73 77

All other .................................................................................................................... 70 25 —

Total, Discretionary budget authority ................................................................. 36,360 39,427 44,764

Total, Discretionary budget authority (including medical collections) .... 38,587 41,768 47,231

Memorandum:

Budget authority from enacted supplementals ......................................... 1,788 — —

Budget authority from emergency funds ..................................................... — 3,692 —

Total, Discretionary outlays ................................................................................... 35,152 41,744 44,242

Mandatory Outlays:

Legislative proposal, Medical Care receipts ............................................... — — 379

Benefits Programs:

Disability Compensation and Pensions.................................................... 34,600 41,360 43,940

Education Benefits........................................................................................... 2,430 2,640 2,747

Vocational Rehabilitation and Employment ............................................ 570 613 657

Housing (credit) ................................................................................................ 29 801 13

Insurance ............................................................................................................ 50 41 42

Other receipts and transactions.................................................................. 6 555 581

Total, Mandatory outlays ........................................................................................ 37,673 44,901 47,575

Total, Outlays .............................................................................................................. 72,825 86,645 91,817
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Department of Veterans Affairs—Continued
(In millions of dollars)

Estimate2007
Actual 2008 2009

Credit activity

Direct Loan Disbursements:

Vendee and Acquired Loans ............................................................................ 120 337 332

All other programs ................................................................................................ 12 21 20

Total, Direct loan disbursements ......................................................................... 132 358 342

Guaranteed Loan Disbursements:

Veterans Home Loans ........................................................................................ 24,186 34,761 35,817
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