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2002 Budget Highlights

Summary

· The 2002 President’s budget for the Department of Veterans Affairs (VA) provides approximately $51.7 billion for veterans’ benefits and services: $23.4 billion for discretionary programs (without medical care collections) and $28.3 billion for entitlements.  The request for discretionary programs provides $1 billion, or 4.5 percent, over last year’s enacted funding level.  With an expected increase in medical care collections of approximately $200 million, this brings the total discretionary increase to $1.2 billion, or 5.3 percent.

· The 2002 budget will allow VA to address the following three priorities:

· Improve the timeliness and accuracy of claims processing

· Ensure veterans receive high-quality health care

· Maintain veterans’ cemeteries as national shrines

· This budget also supports the President’s new health task force, which will make recommendations for improvements in health care access and quality.  The task force will be comprised of representatives from VA, Department of Defense (DoD), veterans service organizations, and the health care industry.

Highlights by Major Component

· Medical Care. The budget provides a total program level of $22.3 billion in budget resources including $896 million in collections ($775A million in medical care collections and $121 million in millennium collections), which is an increase of $1 billion above 2001, to provide medical care for over 4 million unique patients.  This level of commitment allows VA the resources necessary to increase our focus on access and service delivery to veterans with community-based health care, continued expansion of non-institutional long-term care, pharmaceutical support, continued treatment of patients with hepatitis C, special disability programs, prosthetics devices, and patient safety.  The request supports VA’s focus on increased patient satisfaction and quality of care delivery.  

· The budget provides for $896 million in medical care and millennium collections.  The 2001 and 2002 third party medical care collections estimates were revised after the President’s budget was printed.  The revised 2001 estimate of $675 million replaces the $608 million figure, while the revised 2002 estimate of $775 replaces the $620 million figure printed in the President’s budget.  The revised estimates reflect a more accurate projection of expected collections.  Also, the millennium collections of $121 million, which were not available in 2001, are now available in 2002.   

· The budget assumes a reduction of $235 million in VA’s funding and 65,000 enrollees (46,800 patients) due to the new DoD TRICARE for Life benefits available to military retirees over age 64 pursuant to Public Law 106-398, the National Defense Authorization Act of 2001.  This represents a shift of 27 percent of the dually eligible enrollees who are eligible for this new benefit.
· Veterans Benefits Administration.  The VBA budget request provides $1,116.3 million and 12,714 FTE, which is an increase of  $133.5 million in enacted total discretionary funding and 890 FTE over the 2001 level.  These resources will allow VBA to pursue many new initiatives, as well as continue on-going initiatives, as it strives to improve the service and delivery of benefits to veterans and their families.  This request works toward the goal of substantially improving performance.  The Balanced Scorecard, Service Delivery Networks, emphasis on data integrity, succession planning, and development of long-term program outcomes have been constructed with the goal of improving performance foremost.

· The 2002 request includes the effects of the enactment of Public Law 106-475, the Veterans Claims Assistance Act of 2000, which expands VA’s “duty to assist” veterans in developing their claims, as well as workload arising from the addition of diabetes to the list of diseases associated with exposure to certain herbicide agents during service in Vietnam.  A total of $45.9 million and 701 FTE is included in the 2002 request to address this workload, which includes the rework of 98,000 previously denied cases, 244,000 cases pending at the time the legislation passed, and an estimated 105,000 diabetes cases. 

· Due to the impact of recent legislation, particularly “duty to assist” and the additional of presumption of diabetes for compensation, workload will dramatically increase.  Review of 113,000 previously denied claims, an additional 244,000 cases pending at the time the legislation was enacted, and over 180,000 claims in 2001 and 2002 due to presumption of diabetes will impact processing.  Timeliness for rating related actions is projected to degrade to 273 days in 2002 from 202 days in 2001.  

· Accuracy suffered in 2000 due to such things as learning curves associated with implementing new rating tools, training imperatives, and improved data integrity.  Accuracy degraded to 59 percent but concentrated efforts in this area show improvements expected to result in accuracy of 72 percent in 2001 and 75 percent in 2002.  VBA is committed to overcoming the past setbacks and proceeding with information technology tools, best practices and improved data analysis which will provide accuracy improvements.

· The Secretary expects to improve upon the current timeliness estimate for claims processing by moving towards having 863 additional C&P FTE on duty and trained at the beginning of 2002.   Increased training efforts and new training methods are underway in order to make these new employees productive as soon as possible.   Information technology investments are being geared towards providing employees with the tools necessary to perform their job while cutting down cycle times.  VBA continues to identify improved tools, best practices and data integrity methods that will provide returns in processing improvements.  VBA is aggressively pursuing these steps in 2002 to meet the Secretary’s goal of 100 days by the summer of 2003.

· National Cemetery Administration.  The budget requests $121 million, or $12 million above the 2001 enacted level, to operate the National Cemetery Administration (NCA).  This increased level will reinforce our National Shrine commitment by implementing extensive renovation of the grounds, gravesites and gravemarkers at cemeteries where the most need exists.  NCA will continue planning and developing for new national cemeteries near Atlanta, GA; Detroit, MI; Miami, FL; Oklahoma City, OK; Pittsburgh, PA; and Sacramento, CA.

· Medical Research.  The $360 million appropriation request is an increase of $10 million above the 2001 enacted level.  This funding level represents about one-third of the total resources available to VA for medical research and is based on the assumption that VA should increase its share of non-appropriated research funds.  The requested level will allow continuation of research projects to improve the medical care and health of veterans.

· Construction. New budget authority of $441 million is requested for the Department’s construction programs. The budget request provides funding for four major construction projects and the planning and design for the implementation of Capital Asset Realignment for Enhanced Services (CARES) initiatives, and provides resources for minor construction (including CARES), parking revolving fund, and grants for State veteran’s nursing homes and cemeteries.

· New Financial System.  VA is replacing its core accounting and logistics systems with a new, core financial and logistics system (coreFLS).  CoreFLS will improve the timeliness of information by replacing many feeder systems which have limited or manual interfaces to the core systems; improve data integrity by eliminating redundant data stored in a number of legacy systems and the resultant reconciliations required between those systems; increase standardization of procedures by implementing best business practices inherent in the integrated, state-of-the-art core financial and logistical system; indirectly enhance service to veterans and other customers; and decrease costs by eliminating redundant and inefficient legacy systems. The coreFLS project will be funded by consolidating funds from each of the VA Administrations and major sponsoring staff offices into a single departmental coreFLS budget.

· Departmental Information Technology (IT) Oversight. At the request of the Secretary, the Office of Information and Technology will undertake a Departmental evaluation of all IT systems being proposed or already under development.  This evaluation will take place in the later half of 2001 and will determine that each new system is consistent with the Department’s architecture standard.  This effort will ensure that our investments will provide VA with the tools needed to deliver better service to the Nation’s veterans.  This critical review will validate that new and ongoing projects are consistent with the VA’s enterprise architecture and that these systems will have the highest impact on improving timeliness and quality of service to veterans.  The review will also determine which critical systems will be funded first.  Four essential criteria for this review will be 1) systems must be able to communicate with all of VA’s other systems as well as with federal agencies such as DoD and HHS; 2) realistic and comprehensive resource estimates must be developed; 3) linkage to existing Departmental strategic goals must be demonstrated; and 4) comprehensive cost benefit analyses must be conducted.  All initiatives (proposed and underway) will be validated by the VA’s capital planning and approval process (CIO and Capital Investment Boards).  Until such time as this evaluation is completed, VA will not embark on any new IT initiatives.

Performance Plan

Employees of the Department of Veterans Affairs are deeply committed to providing high quality benefits and services to veterans as a unified Department and to have the most positive impact on the lives of our Nation’s veterans. From the time they leave active military service, veterans may have a variety of social, medical, and economic needs that are met through VA programs. Acting as One VA, we can best assure those needs are met through effective strategic and performance planning. We continually consult with OMB, the Congress, and other stakeholders for their suggestions on improving the strategic and performance plans. In September 2000, we published a new Strategic Plan centered on three veteran focused strategic goals, one strategic goal focused on support of national policy, and an enabling goal. The Performance Plan builds on the Strategic Plan by supporting the resource request necessary to achieve our long-term and short-term goals. This year’s performance plan incorporates our stakeholders’ suggestions. The discussion below describes the significant changes we are making to the Performance Plan to make it more useful to a wider audience.

· This year’s Performance Plan is structured around strategic goals and objectives as published in our Strategic Plan for 2001-2006.

· We extend the presentation of resources by strategic goal by presenting data on the resources needed to achieve each objective. This information represents a significant advancement in demonstrating the relationship between resources and results. As our accounting tools improve, this information will be more precise.

· Data verification and validation activities are more fully presented.

Each year, we evaluate performance from the previous year and set new annual performance targets that demonstrate our commitment to continuous improvement. In many instances, the performance improvements we project from one year to the next, as well as the performance advancements we actually achieve, are dramatic. In other cases, the improvement is necessarily more limited. The degree of improvement is due to a variety of factors, such as the availability of resources for each program, the timing associated with implementing initiatives and new strategies, and the priorities established by the Department. Nevertheless, we continuously strive to improve our performance in all programs every year.

While the vast majority of our performance measures remain the same from one year to the next, our list of measures does change in response to changing circumstances.  First, we modify our strategic goals and objectives in connection with our ever-improving strategic management process. When these long-term goals and objectives change, as they did in our new Strategic Plan in September 2000, we alter some of our performance goals and measures to ensure they are consistent with the Strategic Plan. Second, we are constantly striving for better ways to measure performance. This is an ongoing process, and every year we will introduce new measures that reflect a more sophisticated and mature performance measurement process. Third, there are instances in which our actual performance has met or exceeded our original goals, and further performance improvements are unlikely or unreasonable. In these cases, we either drop the performance measure, or replace it with a different one.

The following table presents the Department’s key performance goals for 2002.

	Strategic Goal
	Performance Measure
	1998

Actual
	1999

Actual
	2000

Actual
	2001

Est.
	2002

Est.
	Strategic

Target

	Restore the capability of disabled veterans to the greatest extent possible and improve the quality of their lives and that of their families
	Proportion of discharges from SCI center bed sections to non-institutional settings
	N/A1
	93%
	97%
	95%
	95%
	95%

	
	Compensation and dependency and indemnity compensation (DIC) program outcomes
	N/A
	N/A
	N/A
	N/A
	TBD
	TBD

	
	Compensation and pension rating-related actions - average days to process
	128
	166
	173
	202
	273
	74*

	
	*The Secretary has set an intermediate goal of 100 days during the summer of 2003.

	
	National accuracy rate for core rating work
	64%
	68%
	59%
	72%
	75%
	96%

	
	Overall satisfaction for compensation and pension
	57%
	57%
	56%
	60%
	61%
	90%

	
	Customer orientation (customer satisfaction) for compensation and pension
	N/A
	N/A
	67%
	68%
	70%
	90%

	
	Abandoned call rate for compensation and pension
	13%
	9%
	6%
	7%
	6%
	4%

	
	Blocked call rate for compensation and pension
	52%
	27%
	3%
	4%
	4%
	4%

	
	Appeals resolution time (in days)
	686
	745
	682
	650
	590
	365

	
	Vocational rehabilitation and employment rehabilitation rate
	42%
	53%
	65%
	65%
	67%
	70%

	Ensure a smooth transition for veterans from active military service to civilian life
	Montgomery GI Bill usage rate
	54%
	56%
	55%
	60%
	60%
	70%

	
	Customer satisfaction for education – high ratings
	76%
	78%
	78%
	80%
	80%
	95%

	
	Average days to complete:

Original education claims

Supplemental education claims
	25

15
	26

16
	36

22
	35

23
	30

18
	10

7

	
	Payment accuracy rate for education
	94%
	94%
	96
	96%
	96%
	97%

	
	Foreclosure avoidance through servicing (FATS) ratio
	37%
	38%
	30%
	33%
	34%
	40%

	Honor and serve veterans in life and memorialize them in death for their sacrifices on behalf of the Nation

Honor and serve veterans in life and memorialize them in death for their sacrifices on behalf of the Nation (cont’d)


	Chronic Disease Care Index II
	N/A
	N/A
	N/A
	77%
	78%
	82%

	
	Prevention Index II
	N/A
	N/A
	N/A
	73%
	76%
	85%

	
	Percent of patients rating VA health care service as very good or excellent:

Inpatient

Outpatient
	65%

65%
	65%

65%
	66%

64%
	67%

67%
	68%

68%
	72%

72%

	
	Percent of Veterans Service Standard (VSS) problems reported per patient:
Patient education
Visit coordination 
Pharmacy
	 
31%
19%
24%
	 

31%
16%
21%
	 
30%
15%
19%
	 

29%
14%
18%
	29%

14%

18%
	26%

12%

16%

	
	Percent of enrolled veterans who will be able to schedule a non-urgent patient appointment with their primary care or other appropriate provider within 30 days
	N/A1
	N/A
	N/A
	Baseline
	TBD2
	90%

	
	Percent of patients who are able to schedule a non-urgent appointment with a specialist within 30 days
	N/A
	N/A
	N/A
	Baseline
	TBD2
	90%

	
	Percent of patients who report being seen within 20 minutes of their scheduled appointment at VA health care facilities
	66%
	68%
	70%
	73%
	75%
	90%

	
	Root cause analyses are in correct format and completed within the appropriate time frame
	N/A
	N/A
	N/A
	95%
	95%
	95%

	
	Quality-Access-Satisfaction/Cost VALUE Index
	4.74
	5.12
	5.36
	5.80
	6.09
	TBD3

	
	Balanced Scorecard:  Quality-Access-Satisfaction/Cost
	85.6%
	87.9%
	89.6%
	93.5%
	97.6%
	TBD3

	
	Pension program outcomes
	N/A
	N/A
	N/A
	N/A
	TBD
	TBD

	
	Insurance program outcomes
	N/A
	N/A
	N/A
	N/A
	TBD
	TBD

	
	Insurance high customer ratings
	95%
	96%
	96%
	95%
	95%
	95%

	
	Percent of insurance disbursements paid accurately
	99%
	99%
	99%
	99%
	99%
	99%

	
	Average days to process insurance disbursements
	3.2
	3.2
	3.2
	3.2
	3.2
	3.0

	
	Percent of blocked calls for insurance
	17%
	6%
	4%
	5%
	4%
	1%

	
	Percent of veterans served by a burial option within a reasonable distance (75 miles) of their residence
	65.5%
	67.0%
	75.2%
	75.8%
	77.0%
	87.6%

	
	Percent of respondents who rate the quality of service provided by the national cemeteries as excellent
	85%
	84%
	88%
	90%
	93%
	100%

	Contribute to the public health, socioeconomic well being and history of the Nation
	Institutional Review Board compliance with NCQA accreditation and maintenance, as appropriate, of AAALAC or NRC accreditation or certification
	N/A
	N/A
	N/A
	33%
	60%
	100%

	
	Medical residents’ and other trainees' scores on a VHA survey assessing their clinical training experiences
	N/A
	N/A
	N/A
	81
	81
	85

	
	Percent of respondents who rate national cemetery appearance as excellent
	77%
	79%
	82%
	88%
	91%
	100%


1. N/A = Historical or baseline data are not available.

2. Software changes made in FY 2001 will allow collection of percentages of patients receiving clinic appointments within 30 days of their next appointment request and establishment of a baseline.

3. Under development.

Summary by Programs

Medical Programs

· The Medical Care request is for $21 billion in direct appropriation, the authority to expend $775A million in medical collections, $121 million in health services improvement funds, and $24 million from the extended care revolving fund.  A $1 billion increase over 2001 will provide quality medical services for veterans.  These funds will: 

-  Provide resources to care for 4 million unique patients, a decrease of 33,000 from the current 2001 estimate.  The change assumes 65,000 enrollees will shift to DoD’s TRICARE for Life benefit from VA, and an estimated 81,000 fewer Priority 7’s (high-income, non-service-connected veterans) will no longer seek care due to increased co-payments for these veterans.  

-  The National Defense Authorization Act for 2001 established a new DoD benefit for military retirees over age 64 who have Medicare coverage.  These retirees will be able to use their own private doctors for free care and receive a generous drug benefit.  Currently, 240,000 of these retirees are enrolled in VA’s health care system.  The budget assumes that 65,000 patients will switch to the DoD benefit in 2002, which shifts $235 million in VA medical liabilities to DoD.  This recent legislative change underscores a critical need for better coordination between VA and DoD.  The Administration has included General Provisions in DoD’s appropriation language that ensures DoD beneficiaries who are eligible for VA medical care enroll with only one of these agencies as their health care provider.  VA will work with DoD to avoid duplication of services and enhance the quality and continuity of care.
· Support more than 681,000 inpatient episodes; 408,000 acute care; 14,000 rehabilitation; 92,000 psychiatric care; 85,000 nursing home care; 34,000 subacute care; 48,000 residential care.  The budget will also support 41 million outpatient visits.

· Provides an additional $164 million above the baseline level to focus on service and access.  VA’s focus on patient satisfaction and delivery of quality health care is promoted through a continued emphasis on access and service delivery.

-  The initiatives direct resources in support of local, bottom-up plans tied to VHA’s overall service and access goals to improve waiting times and scheduling.

-  VA’s goal are for patients to obtain primary care appointments and non-urgent appointments with a specialist within 30 days, and to ensure patients are seen within 20 minutes of their scheduled appointment at VA health care facilities (30/30/20).

· VA’s Medical Care request realigns the base for Hepatitis C, Long-Term Care, and Pharmacy with a downward adjustment of $746 million based on current estimates.  In 2001, we will spend $746 million less for these activities than funded.

· After realignment of the pharmacy base, the 2002 revised pharmacy request of $2.9 billion provides $259 million to support medical treatment of veterans.   
· After realignment of the Hepatitis C base, the 2002 revised Hepatitis C request of $171 million provides $20 million above the 2001 revised estimate of $151 million for the medical treatment of veterans with Hepatitis C.  
· The ever-changing face of the health care environment and demographics of veterans dictate that VA posture the organization to effectively meet future needs.  A CARES expenditure of $30 million focused to enhance non-recurring maintenance will ensure VA is positioned to meet the challenges of the future in an efficient and effective manner.  These funds are proposed to be available until expended.

· The enactment of VA’s enhanced Duty to Assist, based on 2001 legislation, requires an additional $50 million above the 2001 level to support compensation and pension medical examinations.  

· For Medical and Prosthetic Research, a total of $360 million and 3,163 FTE will provide approximately one-third of the total research funding and support over 2,120 high-priority research projects focused in Designated Research Areas (DRAs).  This level of funding will allow us to maintain research centers in the areas of Gulf War illnesses, diabetes, Parkinson’s disease, spinal cord injury, prostate cancer, depression, environmental hazards, and women’s issues, as well as rehabilitation and HSR&D field programs.  VA will continue to seek to increase non-appropriated research funding from the private and public sectors. 

Benefits Programs

· The Administration proposes to provide a cost-of-living adjustment (COLA), based on the change in the Consumer Price Index, to all compensation beneficiaries, including dependency and indemnity compensation (DIC) for spouses and children.  It is currently estimated at 2.5 percent.  This is the same as the COLA that will be provided, under current law, to veterans pension and Social Security recipients.  The increase would be effective December 1, 2001, and would cost an estimated $375 million during 2002.  

· Appropriation language is included in the Compensation and Pensions, Veterans Insurance and Indemnities, and Readjustment Benefits appropriations that would eliminate any potential funding shortages by providing “such sums as may be necessary” language for the payment of benefits.

· The Administration has proposed the following legislation:

·    Elimination of the Direct Home Loan Program – Legislation is being proposed to eliminate the program to finance the sale of acquired properties (establish vendee loans).  VA acquires properties incident to the foreclosure of guaranteed loans.  Properties are then sold either for cash (borrowers obtain their own financing), or VA finances the sale by establishing a mortgage loan receivable.  Most of these loans are then sold in the secondary market.  However, the establishment of vendee loans and their subsequent sale extends VA’s liability for many years.  By selling all properties on a cash basis, future expenses due to foreclosure of vendee loans will be eliminated. 

· The Administration has also proposed to make permanent several OBRA provisions which are scheduled to expire in 2003 and beyond:

·    Round down to next lower dollar the COLA for disability compensation and DIC -- This proposal would continue to round down to the nearest dollar the annual COLA increase for compensation recipients and for survivors receiving benefit payments, as all other indexed Federal entitlement systems do.

·    Authority to verify income of beneficiaries with the IRS -- This provision would permanently extend VA’s current authority to match income records of pension beneficiaries with the IRS.  The VA pension benefit is a means-tested benefit.  The amount of pension benefits received by a veteran or survivor is reduced when income exceeds certain limitations.  Savings result from identifying inaccurate income reported by veterans resulting in reduced pension and parents’ DIC benefit payments as well as medical care recipients. 

·    Limit VA Pensions to Medicaid Recipients in Nursing Homes – This legislation permanently provides for VA’s authority to limit pension benefits for Medicaid-eligible recipients in nursing homes and permits veterans to keep the reduced monthly payment.  
·    Retain the 3 Percent Fee Requirement for Multiple Use of the Loan Guaranty Benefit -- Under current law, the loan guaranty program allows restoration (multiple use) of the loan guaranty benefit, so long as the borrower’s previous debt has been paid in full.  Those borrowers receive second and subsequent no-down payment financing at the same terms as first-time users, despite the fact that their additional use carries nearly the same default risk.  This proposal would reduce VA losses attributable to "multiple use” borrowers by continuing to charge them a 3 percent fee (which is approximately equal to the cost of their participation).  Active-duty military personnel would continue to be exempt from this requirement.

·    Extend the Funding Fee Increase of .75 percent – Legislation is being proposed to continue the funding fee increase of .75 percent on all loans except loan assumptions, loans refinanced due to a reduction in the interest rate (IRR), direct loans and manufactured home loans.  The additional revenue from the fee increase would reduce budget authority and outlays for guaranteed loan subsidies.  

·    Extend the Inclusion of Resale Losses in the Net Value Calculation – To continue making property acquisitions more cost effective, legislation is being proposed to permanently extend the inclusion of expected losses on the resale of foreclosed properties when determining net value (no-bid formula).  Public Law 106-419 extended the authority to September 30, 2008.

Departmental Administration

Veterans Benefits Administration

· VBA’s Business Plan was formulated with the goal of substantially improving performance.  This business plan builds on critical indicators instrumental in past performance.  The Balanced Scorecard, Service Delivery Networks (SDN), emphasis on data integrity, succession planning, and development of long-term program outcomes are all geared toward maintaining and improving performance.  Emphasis on the following elements is designed with improved performance in mind.

· Balanced Scorecard Maintains Focus on Organizational Performance – This tool provides for the measurement of accuracy, speed (timeliness), customer satisfaction, cost, and employee satisfaction.  The use of weighted measures ensures VBA is focusing on correct areas for improvements.

· Data Integrity Emphasis Ensures Legitimate Performance Measurement – To effect this goal, VBA has created a Data Management Office and expanded its Data Warehouse Operations.  Other efforts in this area include: on-line linkage with DoD’s Defense Manpower Data Center; improving internal operations review specifically geared towards detecting fraud; partnering with BVA to implement the VA Appeals tracking system; and implementing Activity Based Costing.

· Succession Planning Provides Resources to Achieve Performance Targets  - Normal turnover and pending retirements due to the 1970’s hiring boom have made it vital that VBA concentrate on a succession strategy that will stabilize the workforce by hiring and training substantial additional resources now.  The two to three years of training required to develop effective adjudication employees exacerbates the need to begin replacement before large losses occur.

Compensation and Pensions Program
· In addition to the FTE hired to address expanded requirements of Public Law 106-475, “duty to assist” legislation, VBA is requesting the following initiatives to improve the C&P processing environment: 

(1) Overseas Benefits Delivery at Discharge --  $4.4 million is requested to provide benefits delivery at discharge in Korea, Germany, and Japan.  This initiative will allow VBA to provide veterans counseling, claims intake, exams, ratings, awards, and notification at these three sites.

(2) Training and Performance Support Systems (TPSS) – This multi-year initiative requires $4.8 million in 2002 to continue the implementation of four comprehensive training and performance support systems for the core service delivery positions of the reengineered C&P environment. 

(3) CAPERS – This initiative will create a team and hire a business model integrator to review all aspects of the C&P process in light of advances in information technology, with the goal of improving and optimizing the process.  CAPERS will study decision-making tools on the market designed to increase the potential for well-reasoned decisions that can withstand review.  The budget includes $2.2 million for this initiative.  

(4) SIPA – The Systematic Individual Performance Assessment is designed to bring performance assessment and accountability to the journey-level employee.  This will combat internal vulnerabilities, which could lead to fraud.  Funding in the amount of $4.2 million is requested for 80 FTE for this program.

(5) Benefit Payment Replacement System – VBA has been pursuing an incremental strategy to complete the development of the C&P Payment system.    A key component of the strategy is the completion of the award, payment, and accounting subsystem.  The budget includes $4.9 million for this effort in 2002. 

Education Program
· VBA is requesting an additional 193 FTE, of which 82 FTE and $3.3 million are requested to handle the workload due to Public Law 106-419 and Public Law 106-398, which have increased education workload by over 400,000 cases.  In addition, VBA is requesting $3 million for the expansion of the Electronic Data Interchange/Electronic Funds Transfer (EDI/EFT) initiative.  This initiative will build upon EDI/EFT by developing the Education Expert System (TEES).  TEES will further enhance VBA’s ability to process enrollments and applications electronically.  Also, $1.4 million is requested for initiatives such as Continuity of Operations ($1 million), computer-based training ($300,000), and enrollment support ($65,000).

Housing Program

· This budget contains various housing-specific initiatives to provide much needed improvements in service and accountability.   The budget will provide support for new initiatives such as E-Commerce Appraisals, Internal Controls, Records Management and Monitoring Oversight Tracking, as well as other on-going projects to improve the program. 

· This budget is also proposing legislation to eliminate the VA’s Vendee Loan program, which is a non-mission related program.  This proposal will save 22 FTE and $1.4 million in discretionary funding in 2002 (and $226.7 million in mandatory funding for 2002-2011), and is included in the Housing request.  VA acquires properties after the foreclosure of guaranteed loans.  Properties are then sold either for cash or VA finances the sale.  The latter extends the Government’s liability for many years.  By selling all properties on a cash basis, future expenses due to foreclosure of vendee loans will be eliminated.

· This budget continues the assumption that, if found cost effective, VA will join other Federal housing loan guaranty programs and eliminate the in-house home-loan property management and disposal activities of foreclosed homes by utilizing contracting where most efficient.  VBA is in the initial stages of conducting a study of this function under the guidance of OMB circular A-76 to determine contracting feasibility.

Vocational Rehabilitation and Employment Program

· The Vocational Rehabilitation and Employment (VR&E) program has identified several areas to strengthen in order to enhance service.  VBA is requesting $5.3 million for WINRS, which is an automated case management and tracking system.  The budget also includes $1.5 million for a new Veteran Owned Business initiative that would call for a study of veteran owned businesses in order to identify best practices in the industry and to determine what could be applied to VA’s program.    
Insurance Program

· VBA’s Insurance Center provides veterans and their dependents a full range of insurance services for policies administered by VA.  The insurance program is undertaking Computer-Based Training and a Paperless Processing initiative.  Paperless Processing combines imaging, beneficiary mailing, and folder retirement to improve timeliness and quality of service, while reducing the cost of that service to policyholders.  

· Administrative expenses to support the insurance program are made available from excess earnings from the National Service Life Insurance, United States Government Life Insurance, and Veterans Special Life Insurance programs.  

VBA-Wide Initiatives

· VBA also requests funds for initiatives that affect all business lines.  Included in the budget are the following initiatives: 

1) One VA Telephone Access Initiative.  This project includes installation of a national telephone system to route callers to employees having the most knowledge about the designated subject, reducing blocked calls, and providing access to case-specific and general information on an automated basis 24 hours a day.  Equipment will also be added and replaced throughout the regional office system as necessary.  

2) Operation Processing of the Benefits Delivery Network (BDN).    This initiative facilitates the move of the BDN processing to the Austin Automation Center.   The $3.6 million includes savings of 57 FTE and $1.5 million in 2002 for this consolidation effort.  

3) Operational Data Store.  The Operational Data Store will ensure a long-term solution is in place, which will allow VBA decision makers to have timely, on-line access to data stored in databases.

4) E-Government Implementation.  VBA will develop a prototype electronic government system to enable all customers 24-hour access to personalized information via any medium.  VBA will explore public/private partnerships.

In addition, VBA will pursue other cross cutting program initiatives such as VBA-VHA colocation opportunities, manuals re-write and Benefits Variability Studies. 

National Cemetery Administration

· The National Cemetery Administration (NCA) requests an appropriation of $121 million and 1,499 FTE for 2002.  This is an increase of $12 million and 33 FTE over the 2001 current estimate level.

· The budget request includes $10,000,000, an increase of $5,000,000 above 2001, for an enhanced level of contracting initiatives to improve the appearance of burial grounds and historic structures aimed at fulfilling the commitment to maintain our national cemeteries as national shrines.  There are two strategies proposed to meet this national shrine commitment.  One strategy is to provide an extensive renovation of the grounds, gravesites, and gravemarkers at cemeteries where the greatest need exists.  The other is to begin the renovation of historic structures at 59 national cemeteries that were developed during the Civil War era.  All of these cemeteries have been placed upon the National Register of Historic Places.  

· The request includes an additional $1,660,000 for contracting, supplies, and equipment for the maintenance of increased gravesites and developed acreage, and also includes an additional $1,107,000 for 25 FTE to address the 2002 growth in cemeterial interment workloads at existing cemeteries.

· The Memorial Programs Service (MPS) will continue to experience workload growth until the peak in veteran deaths is reached in 2008.  The growth in headstone and marker applications in 2002 will require an increase of $51,000 and one FTE.

· The Veterans Health Care and Benefits Millennium Act directed VA to open six new national cemeteries and in addition, NCA continues to expand the capacity and improve the infrastructure of existing cemeteries to ensure they continue to meet the needs of veterans and other stakeholders.  The increased construction workload requires an increase of 6 FTE and $161,000 to perform architectural, engineering, and construction contract management.  Four of the FTE are funded from existing resources in lieu of reimbursing VHA.

Office of the Inspector General

· The 2002 request for the Office of Inspector General (OIG) contains total resources of slightly over $51 million.  The request includes direct budget authority of $48.3 million and planned reimbursements of $2.9 million, which supports estimated staffing levels of 366 and 24 positions, respectively.  This funding provides OIG an increase of $2 million over the 2001 level.  The request will assist OIG in overseeing the quality of health care services rendered our veterans, identifying internal control vulnerabilities in benefit payment processes, and detecting fraud through extensive review and analysis of VA databases and matching initiatives.

General Administration

· Budget authority of $239.5 million and 2,793 FTE are requested to support the General Administration activity in 2002.  This request is $13 million above the enacted 2001 level of $226.5 million, excluding $29.8 million in transfers and reprogramming for ORM and OEDCA.  The budget authority, together with $200.7 million in estimated reimbursements, will provide for an estimated total obligational authority of $440.1 million in 2002.   FTE increases by a net 59 in 2002 from the 2001 current estimate of 2,734.  Highlights of the 2002 increases are briefly summarized below.

· The Board of Contract Appeals (BCA) is requesting $1.4 million and 11 FTE in total obligations for 2002. This funding level will ensure that BCA can continue to improve the timeliness of appeal decisions, increase the percentage of cases using Alternative Dispute Resolution (ADR), and promote the use of ADR throughout the Department for non-contractual matters, such as workplace disputes.

· The Board of Veterans’ Appeals (BVA) is requesting $48.2 million and 479 FTE in 2002. During 2000, the Board continued to improve timeliness and to reduce the appeals backlog.  The requested level of funding will enable VA to continue to improve timeliness in this area.  BVA and VBA have a joint performance indicator that is a system-wide measure of how long it takes to reach final resolution of veteran’s appeal.  In 2002, it is projected that it will take an average of 590 days.  The appeals resolution time for 2000 was 682 days.

· The Office of the General Counsel (OGC) is requesting $60.4 million in total funding and an average employment of 697 (including 112 reimbursable FTE). This includes $51.3 million in budget authority and $9.1 million funded through reimbursements under the Medical Care Collections Fund, the Credit Reform statute, and other reimbursable authorities. This level of funding will enable OGC to continue to meet the increasing demand for legal services by the Administrations within VA, while managing to keep pace with its representational responsibilities at the Court of Appeals for Veterans Claims (CAVC). 

· The Office of Management (OM) is requesting $116.2 million in total obligation authority and an average employment of 275.  This request includes $31.6 million in budget authority and $84.6 million in reimbursable authority. These resources will allow OM to continue its current level of operations and sustain efforts on critical initiatives underway. Reimbursements will fund coreFLS and medical care financial operation and program reviews, as well as assistance in financial policy development and oversight.  The requested budget authority also includes $1.8 million toward implementation efforts of the new, integrated VA coreFLS to replace the current financial management system and its interfaces.  OM will coordinate the Department’s investment for the coreFLS.  In 2002, the total investment of approximately $84.4 million will fund specific tasks for the Acquisition (Phase III) and the Prototyping and Implementation (Phase IV) of the project.

· The Office of Information and Technology (OI&T) is requesting $48.1 million in total obligation authority and an average employment of 194 (including 34 reimbursable FTE for telecommunications.  This includes $23.4 million in budget authority and reimbursements of $24.7 million.  These resources will enable OI&T to continue to support information technology policy, program assistance, and VA capital planning; the cyber security effort; the nationwide telecommunications network; and the VACO campus office automation platform and local area network.  The Franchise Fund separately supports the Austin Automation Center.  

· The Office of Human Resources and Administration (HR&A) is requesting $132.8 million in total obligation authority and an average employment figure of 899. The requested budget authority is $53 million.  Included in this figure are requests for additional resources to carry out several priorities: developing and implementing strategies to prevent discrimination complaints; developing a Departmental workforce succession planning and decision system; conducting One VA organizational assessment; and maintaining and testing the Department’s Continuity of Operations Plan for assuring essential emergency services.  The total figure for HR&A reimbursements is $79.9 million.  This includes $28.6 million and 279 FTE for ORM, and $51 million and 314 FTE for HR LINK$ development and Shared Service Center operations.  In 2002, the Department is again requesting that the operations of ORM be funded through reimbursement from its customers.

· The Office of Policy & Planning (OP&P) is requesting $14.2 million and 65 FTE to support its activities in 2002.  With these resources, OP&P will continue to facilitate the Department’s strategic planning process, provide actuarial and analytical support to VA program offices, conduct statutorily required program evaluations, coordinate corporate management improvement activities, and support development, analysis, and review of issues affecting veterans’ programs.

· The Office of Public and Intergovernmental Affairs (PIA) is requesting $7.8 million and 70 FTE for 2002.  With this funding level, PIA will continue to communicate available Department benefits and programs to the Nation's veterans and their eligible dependents and survivors.  The requested FTE level will allow personnel in Central Office and at various field offices to provide an array of public information and professional communications media services.  The 2002 funding level also will enable PIA to maintain primary contact with Federal, State, and local government officials, oversee all VA programs and services to assist veterans who may be homeless, and coordinate development of programs and subject matter exchanges for representatives of foreign governments concerning veterans’ benefits.

· The Office of Congressional and Legislative Affairs (OCLA) is requesting 2002 resources of $4.0 million and 40 FTE.  These resources will enable OCLA to maintain positive, cooperative relationships with Members of Congress and congressional committees and staff.  The requested FTE level will allow OCLA to coordinate the development of the Department’s annual legislative program; monitor the status of pending legislation affecting VA; provide Congress with accurate and timely responses to inquiries; serve as liaison with the General Accounting Office; track milestones and coordinate the submission for all congressionally-mandated reports; and review and facilitate all responses to congressional mail and inquiries.  The Office will also continue to serve as the Department’s liaison for Members of Congress and their staffs on policy and constituent casework.

Office of Acquisition and Materiel Management (Supply Fund)
· During this past year, OA&MM has continued to develop and expand crosscutting programs which affect Other Government Agencies (OGAs).  These programs include partnering with DoD for the acquisition of pharmaceuticals and the Department of the Army’s Medical Command and the Department of the Air Force’s Medical Logistics Office to provide acquisition support.  OA&MM is hosting regional “summits” as an opportunity for VA and OGAs to discuss acquisition and logistics topics to find ways to leverage strengths.  Summits will help each of the participating agencies become more efficient and cost effective.  In addition, OA&MM has co-hosted the Federal Healthcare Acquisition Conference with DoD TRICARE and the National Contract Management Association.  Representatives from all Federal health care agencies attend this conference to learn about the potential for savings from agencies specializing in specific procurement activities, as well as from volume-leveraged contracting.
Franchise Fund (Enterprise Centers) 

· The Franchise Fund completed its fourth year of operations on September 30, 2000.  The six lines of business (Enterprise Centers) are proving to be very successful.  Sales have dramatically increased since initial year of operations in 1997, i.e., from $59 million to $138 million.  The 1999 financial statements of the Fund were audited by a private sector CPA firm.  The audit resulted in an unqualified (clean) opinion.
· This budget extends through September 30, 2002, the authority under P.L. 103-356, the Government Management Reform Act of 1994, for franchise fund pilots in agencies including VA.  
Construction Programs

· New budget authority totaling $183.2 million is requested for the major construction program.  The major construction request includes funding for an emergency electrical project at Miami, FL, a new cemetery at Atlanta, GA, and cemetery expansion projects at the Massachusetts National Cemetery and Tahoma, WA.  In addition, $60 million of the major construction request is dedicated for CARES activities.  The CARES fund will enable VA to fund advance planning, design development, construction documents, and construction for major capital initiatives stemming from the CARES studies.  Any CARES related major construction project would continue to meet authorization (medical facilities $4 million and over) and budgetary requirements (approved by Congress in the budgetary process).  The 2002 major construction request includes $18 million for site acquisitions of three new national cemeteries to be located near the Detroit, MI; Pittsburgh, PA; and Sacramento, CA areas.  Design funds for the new cemetery at Miami, FL are also requested.  Additional funds are provided to remove asbestos from Department-owned buildings and to support other construction-related activities.

· New budget authority totaling $178.9 million is requested for the minor construction program.  The request will be used to make improvements to ambulatory care settings, patient environment, and VA’s aging infrastructure.  Funds are also requested for nursing home care, clinical improvements, correction of code deficiencies in existing facilities, and the elimination of fire and safety deficiencies.  Of the request, $25 million is dedicated to implementing CARES- related minor construction needs.  Funds requested in the minor construction budget will also support VBA and staff office construction requirements and gravesite development and improvements to the existing national cemetery infrastructure.  In addition, minor construction funds may be used to make capital contribution payments for enhanced-use lease projects.  The authority to use minor construction funds for enhanced-use leases was provided by the Veterans Millennium Health Care and Benefits Act.

· New budget authority of $25 million is requested for Grants for the Construction of State Veterans Cemeteries, and $50 million is requested for the Grants for the Construction of State Extended Care program.

· New budget authority of $4 million is requested for the Parking Revolving Fund for surface parking projects.

The VA Capital Investment Board and VA’s Capital Planning Process 

· The Department formally established the VA Capital Investment Board (VACIB) in July 1997, and produced VA’s first Capital Plan in 1998.  The Deputy Secretary chairs the VACIB and its membership consists of top management from throughout the Department.  The VACIB was established primarily to ensure that all significant capital investments are based on sound business principles and also support VA’s strategic and performance goals. The process consists of two steps: validation and priority scoring.  The validation step is to verify that the data provided are complete and that the assumptions are acceptable. This process incorporates best practices from the public and private sector and offers a more objective and scientific method for reviewing and prioritizing capital investments.  After the application passes validation, the project is evaluated and receives an overall priority score from the VACIB.

· Capital investment proposals that meet specified thresholds (such as major construction projects, equipment, leases, and information technology capital assets) are scored on how well the project application addresses the 20 sub-attributes of seven major criteria.  The seven major criteria are: Seismic (only for medical construction); Special Emphasis Programs (only for medical construction); Customer Service; Return on Taxpayer Investment; High Performing Work Force; Risk; and Strategic Alignment.  The special emphasis program criterion addresses Congressional concern regarding the programs of spinal cord rehabilitation, seriously chronically mentally ill, traumatic brain injury, blind rehabilitation, post-traumatic stress disorder, and prosthetics. The criteria are directly related to either the Department’s strategic goals or address improved business practices. All significant capital investment proposals that are requested in the 2002 budget have been scored and ranked by the VACIB to ensure that they meet VA’s strategic goals and are sound investments.  

· In December 1999, OMB issued its “Annual Report to Congress on Implementing the Federal Acquisition Streamlining Act.”   This report covered 15 major civilian agencies with VA being the sole agency that received OMB’s highest rating of “making excellent progress” in implementing both the principles and practices of performance-based acquisition management.

· Recognizing the need to enhance capital asset planning, the Department will continue to refine its capital investment planning process to improve the selection methodology for all significant capital assets, including construction, equipment, and information technology, in support of the budget request.


































































































































A The FY 2002 third party medical care collections were revised after the President’s budget was printed from $620 million to $775 million.


A The FY 2002 third party medical care collections were revised after the President’s budget was printed from $620 million to $775 million.
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