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systematic improvement. 

The performance and financial data in the report are reliable and complete. This report documents our progress in addressing 
identified material weaknesses. 

Anthony J. Principi 

Letter of Transmittal 

FY 2003 Performance and Accountability Report 

November 20, 2003 

To the President of the United States, President of the Senate, President Pro 

Tempore of the Senate, and Speaker of the House of Representatives: 

I am pleased to submit the Department of Veterans Affairs’ FY 2003 Annual Performance and 
Accountability Report.  As America’s troops return from liberating Iraq, we are reminded once again 
of the incredible sacrifices our servicemen and women make in defense of freedom.  During fiscal 
year 2003, the Department of Veterans Affairs (VA) has fulfilled our responsibility to provide 
veterans with the best in benefits and health care by making our department a model of excellence. 
One way we have done so is by focusing our business practices on management accountability and 

For example: 

• Our health care system delivers world-class medicine to almost 5 million veterans and leads 
the Nation’s health care providers in using computerized records, treating spinal cord injury, 
improving prosthetics, and promoting patient safety.  Our focus continues to be on meeting the health care needs of our core 
group of veterans — those with service-connected disabilities, with lower incomes, or who require specialized care. 

• Our benefits programs ensure that more than 14,953,000 veterans and their families receive the compensation, pension, 
education, insurance, home loan guaranty, and vocational rehabilitation and employment benefits they earned through their 
service to our Nation. 

• Our cemetery program made certain that last year, almost 90,000 veterans and eligible family members were buried with 
dignity and honor in our national cemeteries. 

• VA once again obtained an unqualified audit opinion on our consolidated financial statements, continuing the tradition of 
financial management excellence first achieved in 1999. 

Our evaluation of senior administrative and program managers’ annual assessments provides rea-
sonable assurance that the management controls and financial systems of VA generally adhere to the requirements of the Federal 
Managers’ Financial Integrity Act.  We continue to make progress on the implementation of our integrated financial management 
system, Core Financial and Logistics System, which will enhance VA’s compliance with governmentwide financial integrity standards.

In fiscal year 2004, our Department will continue to improve our stewardship of the funds entrusted to us, improve our capital 
asset management program, and plan for the future needs of America’s veterans and their families. 

VA is proud to serve veterans with dignity and compassion, and to be their principal advocate to the President, Congress and the
American people.  We are honored to promote the health, welfare, and dignity of veterans in recognition of their service to our 
Nation, and to embody our Nation’s response to President Abraham Lincoln’s challenge “to care for him who shall have borne the 
battle, and for his widow, and his orphan.” 

Secretary of Veterans Affairs 
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Executive Summary

This report documents the
Department of Veterans Affairs’ (VA)
progress during fiscal year (FY) 2003
toward ensuring that America’s veter-
ans and their families receive timely,
compassionate, high-quality care and
benefits.  The performance informa-
tion in part II conforms to the
Department of Veterans Affairs
Strategic Plan 2003 – 2008, pub-
lished in July 2003, which can be
found at our Web site link,
http://www.va.gov/hottopic/.  The
financial statements, audit results,
and major management challenges
can be found in part III of this report.

In FY 2003, with resources of $65.1
billion in obligations and nearly
212,000 full-time equivalent (FTE)
employees, VA achieved significant
accomplishments that brought us
closer to attaining our long-term
strategic goals.  To help measure our
progress, we established 125 per-
formance goals at the beginning of
the fiscal year, 27 of which were
identified by VA’s senior leadership
as critical to the success of 
the Department.

VA’s performance scorecard for FY
2003 summarizes how well we did in
meeting the key performance goals
directly associated with each of the
strategic goals.  This allows us to
examine performance from a
Departmental perspective.  The
Department made significant advances
during FY 2003, but continued to have
challenges in certain areas. 

The number of veterans using VA’s
health care system has risen dramati-
cally in recent years, increasing from
2.9 million in 1995 to 5 million in

2003.  Unable to completely absorb
this increase, VA began 2003 with
more than 280,000 veterans on wait-
ing lists to receive medical care.  In
order to ensure VA has capacity to
care for veterans for whom our
Nation has the greatest obligation –
those with service-connected disabili-
ties, lower incomes, or needing spe-
cialized care such as veterans who
are blind or have spinal cord injuries
– the Secretary made his annual
health care enrollment decision in
January, suspending additional
enrollments for veterans with the
lowest statutory priority.  This catego-
ry includes veterans who are not
being compensated for military-relat-
ed disability and who have higher
incomes.  This decision, along with a
focused effort to address the large
waiting list of veterans who request-
ed an appointment, has improved
access to health care for those who
need it most.  

In addition, a new regulation giving
priority access for severely disabled

veterans was implemented for
those veterans with service-con-
nected disabilities rated 50 percent
or greater.  This new priority
includes hospitalization and outpa-
tient care for both service-connect-
ed and nonservice-connected
treatment.  In 2004, VA will provide
priority access to other veterans for
their service-connected conditions.

We have fully implemented nearly all
of the approved recommendations of
the Secretary’s Claims Processing
Task Force.  These efforts are bring-
ing us closer to our goal for timeli-
ness of processing compensation and
pension claims.  As a result, we con-
tinue to significantly reduce the age
of the pending inventory and greatly
reduced the number of claims in our
inventory, including our oldest cases
(those over 6 months old).  The
Department remains committed to
improving the timeliness of claims
processing and has developed strate-
gies for accomplishing future per-
formance goals.

Mission
“To care for him who shall have borne the battle, and for

his widow, and his orphan….”

These words, spoken by Abraham Lincoln during his

Second Inaugural Address, reflect the philosophy and

principles that guide the efforts of the Department of

Veterans Affairs in serving the Nation’s veterans and 

their families.  
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Some of the most important success-
es attained in FY 2003 are summa-
rized below under our key
performance results by strategic goal.
Some of the 27 key performance
goals deal with program outcomes;

others pertain to the management of
our programs.  FY 2003 data for all
of these key performance goals are
listed in the “performance actual”
column of the performance score-
card on page 4.  For some measures

for which final data were not avail-
able, we are reporting preliminary
data and will present final data in the
2004 report and 2005 Congressional
Budget.
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The Department achieved 16 of the
25 key performance goals (64 per-
cent) for which we had FY 2003 tar-
gets, compared with 77 percent

achievement in FY 2002.  For 7 of the
9 performance goals not met, actual
performance in FY 2003 was better
than that reported in FY 2002.  We

did not set performance goals for
two measures but collected baseline
data during the year. 



We use six key performance goals to
measure our progress toward achiev-
ing this strategic goal, all of which
focus on benefits and services for
disabled veterans.  We achieved one
of these key performance goals.  One
key measure was new and did not
have baseline data.

The Department exceeded the 65
percent goal for the proportion of
discharges from a Domiciliary Care
for Homeless Veterans program or
Health Care for Homeless Veterans
Community-based Contract
Residential Care Program to an inde-
pendent or secured institutional liv-
ing arrangement by achieving 72
percent as of August 2003.

A positive improvement in the aver-
age days to process a rating claim
has been made from 2002 perform-
ance, reducing the cumulative aver-
age by 41 days.  Although the

Secretary’s priority of 165 days was
not met in 2003, the average process-
ing time for veterans who received a
decision during the last 3 months of
the fiscal year was below the 2003
plan for those months.  Throughout
the year we continued to prioritize
the oldest claims in our inventory as
well as claims from our older veteran
population, which had an effect on
this measure.  Actual timeliness for
the year was 182 days versus the pre-
vious year’s level of 223 days.  The
significant progress we achieved is
further demonstrated by the decrease
in the claims backlog from 345,516
rating claims at the end of 2002 to
253,597 rating claims at the end of
2003.  In addition, the percentage of
claims over 6 months old was
reduced from 35 percent to 19 per-
cent.  Although we did not meet our
goal of 100 days, the age of our
pending inventory was reduced from
174 at the end of 2002 to 111 days.

During 2003, the national accuracy
rate in processing rating-related
claims for compensation and pension
benefits improved to 85 percent as of
July 2003 from 81 percent in 2002;
however, we did not attain our goal
of 88 percent.

The rehabilitation rate measures
the number of service-disabled vet-
erans who exited a vocational reha-
bilitation program and acquired
and maintained suitable employ-
ment.  The actual for 2003 was 59
percent, which fell below the goal
of 65 percent.  Fewer employment
opportunities coupled with a
greater number of veterans who
chose to leave the program before
completion contributed substantial-
ly to our falling short of the target-
ed rehabilitation rate.
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Key Performance Results by Strategic Goal
Performance measurement in this report is structured around the goals and objectives presented in the Department’s

strategic plan. Within the narratives, we have incorporated the key measures that support these goals and

objectives. (In this report, years are fiscal years unless stated otherwise.)

Strategic Goal 1:
Restore the capability of veterans with disabilities to the greatest extent possible and improve the quality of their

lives and that of their families.

In 2003, we met four of the five key
performance goals relating to
achievement of this strategic goal
and collected baseline information
for one new measure.  We sur-
passed our goal that 50 percent of

VA medical centers provide electron-
ic access to health information trans-
mitted by the Department of
Defense (DoD) on separated service-
members by achieving 100 percent
in 2003.  The Federal Health

Information Exchange /Government
Computerized Patient Record is fully
installed and functioning at all sites
and will further ease the transition of
veterans from active service to 
civilian life.

Strategic Goal 2:
Ensure a smooth transition for veterans from active military service to civilian life.



The timeliness of processing educa-
tion claims improved during 2003.
The processing of both original and
supplemental education claims sur-
passed the goals set for 2003.  Our
plan was to process original educa-
tion claims in no more than 29 days;
it took an average of 23 days com-
pared with 34 days in 2002.  The
average number of days needed to
process supplemental education
claims was 12 days, 3 days less than

the performance target of 15 days.
This is an improvement over 2002
when we reported 16 days.  The
Montgomery GI Bill allows veterans
the opportunity to achieve education-
al or vocational objectives that might
not have been attained had they not
entered military service.

We met our goal to assist veterans
who are in default on a VA-guaran-
teed home mortgage, as measured

by the foreclosure avoidance through
servicing ratio.  The foreclosure
avoidance rate improved from 43
percent in 2002 to 47 percent in
2003 due to economic factors such
as interest rates, real estate apprecia-
tion, and employment levels as well
as VA’s aggressive proactive servicing
program to assist these veterans. 
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VA achieved 9 of the 12 key perform-
ance goals for this strategic goal.  For
the three key performance goals we
did not meet, performance in 2003
improved over that reported in 2002. 

VA uses two key performance meas-
ures to assess the quality of health
care delivery — the Chronic Disease
Care Index II (CDCI II) and the
Prevention Index II (PI II).  These
indices measure the degree to which
the Department follows nationally
recognized guidelines for the treat-
ment and care of patients.  Through
the third quarter of 2003, VA sur-
passed its CDCI II target of 78 per-
cent by achieving an 80 percent
score and surpassed its PI II target of
80 percent by achieving an 83 per-
cent score. 

The share of inpatients and outpa-
tients rating VA health care service as
“very good” or “excellent” improved,
surpassing the targets by achieving 73
percent for inpatient satisfaction and
74 percent for outpatient satisfaction
in 2003.  This indicates a very high
level of satisfaction with VA health
care and is an improvement over the
inpatient and outpatient satisfaction

levels recorded during 2002, at 70
percent and 71 percent, respectively.

For 2003, the Department worked
hard to improve the timeliness of pro-
viding health care to veterans and we
achieved the goals set: to reduce the
average waiting time for new patients
seeking primary care clinic appoint-
ments to 45 days, and to reduce the
average waiting time for the next
available appointment in a specialty
clinic to 60 days.  Through August
2003, we achieved 43 days and 45
days for these goals, respectively.

VA is striving to meet the needs of
veterans for both institutional nursing
home care and non-institutional care
by increasing the aggregate of VA,
state, and community nursing home
and non-institutional long-term care
as expressed by average daily census.
During the course of 2003, the target
for non-institutional care was reduced
to account for methodology changes
in capturing and calculating census
data.  The target for 2003 for non-
institutional care was lowered to
19,561 and as of August 2003, our
average daily census was 17,583.  For
this same period, we did not meet

our institutional goal of 32,429 but
achieved an average daily census of
33,031.

VA surpassed its target of 2.8 days
for average days to process insur-
ance disbursements, improving on
the 2002 actual of 2.6 days by
achieving 2.4 days in 2003.

VA succeeded in surpassing the goal
of 74.4 percent of veterans served by
a burial option within a reasonable
distance (75 miles) of their residence
by achieving 75.2 percent at the end
of 2003.  This is the Department’s
primary measure of the degree to
which we are providing access to
burial services.

Ninety-four percent of survey
respondents rated the quality of serv-
ice provided by the national cemeter-
ies as “excellent.” This was 1 percent
less than the goal of 95 percent but
is an improvement over our 91 per-
cent rating in 2002.

VA exceeded by 2 percent the
planned goal of marking 70 percent
of graves in national cemeteries with-
in 60 days of the date of interment.

Strategic Goal 3:
Honor and serve veterans in life and memorialize them in death for their sacrifices on behalf of the Nation.



As we strive to provide the highest
quality benefits and services to our
Nation’s veterans, we realize we have
many program and management
challenges to overcome.  The VA
Office of Inspector General (OIG) and
the General Accounting Office (GAO)
have provided the most succinct
description of our major challenges. 

The OIG challenges include:
• Health care delivery
• Benefits processing

• Procurement
• Financial management
• Information management

The GAO challenges include:
• Access to quality health care
• Manage resources and workload to

enhance health care delivery
• Prepare for biological and chemical

acts of terrorism
• Improve veterans disability 

program

• Develop sound Departmentwide
management strategies to build a
high performing organization

• Federal real property: a high 
risk area

For a thorough discussion of these
challenges, see the section on Major
Management Challenges, which
begins on page 143.

VA succeeded in achieving one of the
two key performance goals relating
to this strategic goal in 2003.  We
met the 99 percent goal of VA
research projects devoted to the
Designated Research Areas.

Ninety-seven percent of survey
respondents rated national cemetery
appearance as “excellent” in 2003,
maintaining our success of 2002.
This was 1 percent below the 
2003 goal.
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Strategic Goal 4:
Contribute to the public health, emergency management, socioeconomic well-being, and history of the Nation.

The Challenges Ahead:

We achieved one of the two key per-
formance measures that focus on
improving business processes for our
medical program.  We improved our
ratio of collections to billings by sur-
passing our goal of 40 percent and
achieving 41 percent, which is an
improvement over the 37 percent
achieved in 2002.

Our goal to increase the value of
sharing agreements with DoD to
$100 million was not achieved; how-
ever, our efforts to coordinate activi-
ties with DoD improved, as we
estimate $92 million in sharing 
in 2003.

Enabling Goal:
Deliver world-class service to veterans and their families by applying sound business principles that result in effective

management of people, communications, technology and governance.



In addition to the key performance
goals identified by VA’s senior leader-
ship as critical to the success of the
Department, program managers estab-
lished other performance goals at the
beginning of 2003.  Collectively, these
performance goals demonstrate the
full scope of the Department’s pro-

grams and operations.  A total of 125
performance goals were set at the start
of the fiscal year: 27 designated as
‘key’ goals and 98 as ‘supporting’
goals.  VA met 66 percent of the per-
formance goals for which we had data.
We did not have data for 10 measures
currently under development and one

measure for which data will be avail-
able in November.  For those measures
not achieved, 17 percent showed that
the Department’s performance
improved over that reported in 2002.
For more detailed information on
supporting performance goals, refer to
the tables shown on pages 86 to 96.
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Who We Are

VA is striving to fulfill the words spo-
ken by President Lincoln over 100
years ago by working to provide
world-class benefits and services to
veterans in a cost-effective manner.
The statutory mission authority for
VA defines our organizational com-
mitment to America’s veterans: “to
administer the laws providing bene-
fits and other services to veterans
and the dependents and the benefi-
ciaries of veterans.” (38 U.S.C.
301(b)) This mandate sets forth the
Department’s role as the principal
advocate for veterans and charges
VA to ensure that veterans receive
the medical care, benefits, social
support, and lasting memorials they

deserve in recognition of their 
service to this Nation.

President Lincoln’s words guide near-
ly 212,000 VA employees who have
the privilege of serving veterans
today.  More than 185,000 employ-
ees support VA’s health care system,
one of the largest in the world.
Approximately 13,000 employees are

involved with providing benefits to
veterans and their families, and over
1,600 employees provide burial and
memorial benefits for veterans and
their eligible spouses and children.

The delivery of veterans’ services is
accomplished through VA’s 162 hospi-
tals, more than 850 community and
facility-based clinics, 43 domiciliaries,
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206 vet centers, 57 regional offices,
and 120 national cemeteries and 33
other cemeterial installations.  VA
actively recognizes and preserves
America’s past and is the caretaker of
a significant number of the Nation’s
historic properties.  These properties
that belong to the American people
include 75 hospital campuses that are
historic districts encompassing over
1,600 designated historic buildings,
and 66 VA national cemeteries includ-
ing 59 Civil War-era national cemeter-
ies, that are listed on the National
Register of Historic Places.  VA has
facilities in all 50 states, the District of
Columbia, the Commonwealth of
Puerto Rico, and U.S. territories.

Dating back to the earliest days of
our country, support for veterans
and their families has been a nation-
al priority.  Veterans’ programs have
evolved to the comprehensive set of
health care, benefits, and memorial
services VA provides today.  Veterans’
programs have four broad purposes,
which form the basis for VA’s four
strategic goals.

•  To restore the capability of 
veterans with disabilities;

•  To ensure a smooth transition as
veterans return to civilian life in
their communities;

•  To honor and serve all veterans for
the sacrifices they made on behalf
of the Nation;

•  To contribute to the public health,
emergency management, 
socioeconomic well-being, and
history of the Nation. 

VA also plays a substantial role in
ensuring national emergency medical
preparedness and providing medical
support to the Department of
Defense.  VA’s enabling goal helps

ensure continuous focus on provid-
ing world-class service to veterans
and their families through responsi-
ble resource stewardship and effec-
tive governance.  The enabling goal
also provides measures to assess
performance in the strategic manage-
ment of human capital, information
technology, capital asset manage-
ment, and governance.

Just as VA’s history has evolved, we
expect the needs of veterans to
change; how VA responds will contin-
ue to transform as well.  Whatever
veterans’ needs are, VA will be ready.
Today, there are over 25 million liv-
ing men and women who served in
the armed forces.  VA currently pro-
vides health care, benefits, and
memorial services to millions of vet-
erans as well as eligible survivors 
and dependents. 

Each of the three VA administrations
has a field structure to enable it to
provide efficient, accessible service to
veterans throughout the country.
The Veterans Health Administration
(VHA) has 21 Veterans Integrated
Service Networks (VISNs), integrated
networks of health care facilities that
provide coordinated services to vet-
erans to facilitate continuity through
all phases of health care.  The
Veterans Benefits Administration
(VBA) has 57 regional offices
(VAROs) for receiving and processing
claims for VA benefits.  The National
Cemetery Administration (NCA) has
five Memorial Service Networks
(MSNs), which provide direction,
operational oversight, and engineer-
ing assistance to the cemeteries by
specific geographic area.

The Department accomplishes its
mission through partnerships among
VHA, VBA, NCA, the Board of
Veterans’ Appeals (BVA), and
Departmental staff organizations by

integrating related activities and func-
tions of our major programs.  VA
provides services and benefits
through the following nine major
business lines:

Medical Care
VA meets the health care needs of
America’s veterans by providing pri-
mary care, specialized care, and
related medical and social support
services.  Also included are health
care education and training pro-
grams designed to help ensure an
adequate supply of clinical care
providers for veterans and 
the Nation.

Medical Research
The medical research program con-
tributes to the Nation’s overall knowl-
edge about disease and disability.

Compensation
The compensation program provides
monthly payments and ancillary bene-
fits to veterans, in accordance with
rates specified by law, in recognition of
the average potential loss of earning
capacity caused by a disability, dis-
ease, or death incurred in, or aggravat-
ed during, active military service.  This
program also provides monthly pay-
ments, as specified by law, to surviving
spouses, dependent children, and
dependent parents, in recognition of
the economic loss caused by the veter-
an’s death during active military serv-
ice or, subsequent to discharge from
military service, as a result of a serv-
ice-connected disability.

Pension
The pension program provides
monthly payments, as specified by
law, to needy wartime veterans at
age 65 or over or who are perma-
nently and totally disabled.  This pro-
gram also provides monthly
payments, as specified by law, to
needy surviving spouses and
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dependent children of deceased
wartime veterans who die as a result
of a disability unrelated to 
military service.

Education
The education program assists eligi-
ble veterans, servicemembers,
reservists, survivors, and dependents
in achieving their educational or
vocational goals.

Vocational Rehabilitation 
and Employment
The vocational rehabilitation and
employment program assists veter-
ans with service-connected disabili-
ties to achieve functional
independence in daily activities,
become employable, and to obtain
and maintain suitable employment.

Housing
The housing program helps eligible
veterans, active duty personnel, sur-
viving spouses, and selected
reservists to purchase and retain
homes.

Insurance
The insurance program provides vet-
erans, servicemembers, and family
members with life insurance benefits,
some of which are not available from
other providers — such as the com-
mercial insurance industry — due to
lost or impaired insurability resulting
from military service.  Insurance cov-
erage is made in reasonable
amounts and at competitive premi-
um rates comparable to those
offered by commercial companies.
The program ensures a competitive,
secure rate of return on investments
held on behalf of the insured.

Burial
Primarily through the National
Cemetery Administration, VA honors
veterans with a final resting place
and lasting memorials that commem-
orate their service to the Nation.
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In 2003, VA resources totaled $65.1 billion
in obligations and nearly 212,000 FTE
employees.  Over 95 percent of total obli-
gations went directly to veterans in the
form of monthly payments of benefits or
for direct services such as medical care.
The following charts show how VA spent
the funds with which we were entrusted
and the distribution of FTE.
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Who We Serve

Beginning with our Nation’s struggle
for freedom more than 2 centuries
ago, approximately 42 million men
and women have served this country
during wartime periods.  Based on
April 2000 census data, there were
about 26.5 million veterans living in
the United States and the
Commonwealth of Puerto Rico; over
19 million (75 percent) of these vet-
erans served during at least one
wartime period.  The veteran popula-
tion decreased by 655,000 in 2003.
There are also approximately 40 mil-
lion family members of living veter-
ans and survivors of deceased
veterans.  The table to the right
depicts the veteran population by
period of service. 

As of September 2003, the median
age of all living veterans was 58
years.  The number of veterans 85
years of age and older totaled nearly
764,000.  In April 1990, there were
only 164,000 veterans in this age
range.  This large increase in the old-
est segment of the veteran popula-
tion has had significant ramifications
on the demand for health care serv-
ices, particularly in the area of
long-term care. 

As of September 2003, the 1.68 mil-
lion women veterans constituted 6.7
percent of all veterans.  The popula-
tion of women veterans as a percent-
age of all veterans is expected to
increase as the number of military
service women continues to grow.
The demographic profile of the
female veteran population is general-
ly younger than that of male veterans
with the median age of female veter-
ans being 14 years younger than that
of male veterans – 45 versus 59.  
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The growing number of women in
the military in recent years is
reflected in period-of-service differ-
ences between male and female
veterans.  The number of women
veterans enrolled in VA’s health care
system grew from 226,000 in 2000
to 330,000 in 2003, an increase of
46 percent.

Veterans in just three states –
California, Florida, and Texas – com-
prised over 23 percent of the total
veterans living in the United States
and Puerto Rico as of September
2003.  The three next largest states in
terms of veteran population are New
York, Pennsylvania, and Ohio.  These
six states account for more than 37

percent of the total veteran popula-
tion.  At the other end of the scale,
the three least populous states in
terms of veteran population—
Wyoming, North Dakota, and
Vermont—plus the District of
Columbia collectively accounted for
less than 1 percent of the total.
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How We Measure Performance

VA uses performance measures, a
group of evaluation criteria, to
assess progress in areas empha-
sized in our strategic plan.
Identification of what to measure
begins with an understanding of
VA’s mission, strategic goals, and
objectives.  Senior leadership, in
conjunction with the Office of
Management and Budget (OMB)
and our constituents, annually iden-
tifies measures that can help us
assess key performance aspects of
the Department’s desired outcomes.
We set realistic goals consistent
with our budget that reflect expect-
ed performance for each measure
through the fiscal year.  We estab-
lish the strategic target when a per-
formance measure is first identified.
The measures are then communi-
cated throughout the organization
and are included in senior leader-
ship performance evaluations.

In selecting the measures that will
best help us achieve our strategic
goals, we work to balance output
and outcome measures that will aid
senior leadership in making manage-
ment decisions on how best to effec-
tively and efficiently carry out our
mission and ultimate goal – to

improve the lives of our veterans and
their dependents.  Output measures
track the products of our activities,
such as the number of days to
process claims for compensation or
pension benefits.  Outcome meas-
ures, such as the Chronic Disease
Care Index II and the Prevention
Index II, are excellent measures that
indicate how well VA is doing in
improving the health of veterans in
important areas.  In 2003, over 40
percent of our key performance
measures were outcome-related.

This information is tracked at the
highest levels of VA through monthly
performance review meetings.
Instituted in December 2001, admin-
istration and staff office heads report
once a month to the Deputy
Secretary and outline the general
conduct and specific performance of
their organizations.  They discuss
adherence to budget, staffing, major
projects, and key performance ele-
ments.  By doing this, we are linking
performance directly to our budget
plan on a month-by-month basis.
Our intent is to ensure that our pro-
grams produce the intended results
of the legislation that created them
and that the outcomes for veterans

are those intended by Congress and
the American people.  The output
measures help us monitor the effi-
ciency and effectiveness of our pro-
grams and their management.

Data collection and analysis for per-
formance measures are defined to
establish a common understanding
for the measure, to describe how
and when the data will be collected
and interpreted, and to ensure the
quality and integrity of the data.  This
information is presented in part IV in
the key measure data appendix
beginning on page 180.

In 2003, we had 125 performance
measures, of which 27 were desig-
nated as ‘key.’  Key measures repre-
sent those few, high-level measures
that link directly to Departmental
objectives and ultimately to our mis-
sion.  These 27 key measures provide
a balanced view of the overall per-
formance of the Department.  The
scorecard shown on page 4 summa-
rizes how well we did.
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VA Executive
Board and
Strategic
Management
Council

Senior VA leadership communicates
regularly to improve performance and
increase accountability.  In May 2001,
the Secretary established two leader-
ship forums to provide a more inte-
grated and collaborative governance,
performance review, and decision-
making process.  The VA Executive
Board (VAEB) membership, chaired by
the Secretary, includes the Deputy
Secretary, Chief of Staff, General
Counsel, and Under Secretaries for
Health, Benefits, and Memorial Affairs.
The Strategic Management Council
(SMC) membership, chaired by the
Deputy Secretary, includes the six
Assistant Secretaries; the Deputy Under
Secretaries for Health, Benefits, and
Memorial Affairs; the Deputy General
Counsel; Chair for the Board of
Veterans’ Appeals; Chief of Staff;
Counselor to the Secretary; and the
Senior Advisor to the Deputy Secretary.
In most cases, the SMC makes recom-
mendations to the VAEB, which makes
key decisions affecting VA.

Early in 2003, the Secretary held a
planning conference for the VAEB
and SMC members to identify and
discuss practical solutions and strate-
gies for accomplishing VA’s goals dur-
ing the next 12 to 18 months.  Each
administration and staff office also
presented their vision for the next 5
to 10 years to be used in updating
VA’s strategic plan.  

Examples of initiatives the VAEB and
SMC reviewed and assessed during
2003 include:  VA’s strategic plan for
FY 2003 – 2008; the Department’s
2005 budget submission and associ-
ated legislative proposal package;
capital asset planning and investment
recommendations; the cardiac care
and prosthetics program evaluations
and associated VHA action plans; sta-
tus updates on the Capital Asset
Realignment for Enhanced Services
(CARES) plan; completion of major
milestones for key information tech-
nology initiatives; human resource
issues including the Strategic Human
Capital Management Plan and policy
revisions to the employee perform-
ance management and awards pro-
grams; implementation of the
Enterprise Privacy Program and the
Health Information Portability and
Accountability Act; cyber security;
competitive sourcing; and budget
and performance integration.

Business
Oversight Board

In 2002, the Secretary established the
Business Oversight Board (BOB).
The membership of this group,
chaired by the Secretary, includes the
Deputy Secretary; Deputy Under
Secretaries for Benefits, Health, and
Memorial Affairs; Assistant Secretary
for Management; Assistant Secretary
for Information and Technology;
Principal Deputy Assistant Secretary
for Management; and private sector
consultants to the Board.  The
Deputy Under Secretary for Health
for Operations and Management
serves as an ex officio member.  The

BOB meets quarterly to review all
major business policy and operations
issues involving procurement, collec-
tions (primarily medical collections),
capital asset management, and busi-
ness revolving funds (Canteen,
General Post Fund, Franchise Fund,
Supply Fund).  The Board analyzes
the cost/benefit of strategic plans
approved by the Secretary and iden-
tifies, monitors, and manages key
business issues facing VA.

One of the board’s primary focuses
has been on procurement reform.  To
date, the Department has completed
31 of the 65 reforms recommended
by the Secretary’s Procurement
Reform Task Force to VA’s nearly $6
billion-a-year contracting operations.
The Department is on track to com-
plete all 65 recommendations by the
end of 2004.  This will improve effi-
ciency and extend VA’s buying power
for its health care system.

The board has monitored VA’s
progress in improving the way the
Department manages and tracks col-
lections and ensures accurate insur-
ance information.  Through August
2003, compared to prior year per-
formance, VA has realized the follow-
ing revenue process improvements:

•  Collections increased 46.8 percent
from $934 million to $1.372 billion
through August 2003.

•  Billed Amount increased 17.4 per-
cent from $2.856 billion to $3.353
billion through August 2003.

•  Accounts Receivable greater than
90 days decreased from 84 percent
for 2002 to 40.2 percent through
August 2003.

Leadership Initiatives
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VA is continuing to identify areas of
improvement based on comparisons
to metrics used in the private sector
health care industry.  

The board was instrumental in refin-
ing the business case for replacing
two obsolete VA Consolidated Mail
Outpatient Pharmacies (CMOPs).  We
expect the two new facilities will be
online within the next 18 months.
The replacement of these facilities
will increase VA’s ability to fill mail
order prescriptions by approximately
20 million per year.  With the board’s
support, VHA adopted a blended rate
policy that averages the salary and
operations cost across all seven
CMOPs.  This policy permits a seam-
less shifting of work to other CMOPs
when necessary and allows all CMOP
customers to benefit from cost avoid-
ances achieved through the use of
labor-saving technologies implement-
ed at any single CMOP facility.  When
VA experienced severe manufactur-
ing backorders causing numerous
shortages and/or unavailability of
some critical generic pharmaceuti-
cals, the board was instrumental in
pursuing an innovative acquisition

solution for a continued supply
source of critical pharmaceutical
drug items.

VA is developing and implementing
market-based plans for restructuring
the Department’s capital assets with
the goal of reducing the funds need-
ed to operate and maintain the capi-
tal asset infrastructure.  The savings
can then be used to provide
enhanced care for veterans in the
most advantageous settings and loca-
tions.  As part of its oversight func-
tion, the board continued to
coordinate the work of existing over-
sight groups and activities in an effort
to improve overall business process
efficiency and effectiveness.

Monthly
Performance
Reviews

The Deputy Secretary held 11 month-
ly performance reviews during 2003.
All Under Secretaries and Assistant
Secretaries reported on the status of
their organization’s financial, work-

load, performance, and major proj-
ects describing causes for any vari-
ances from planned activities,
problems with ongoing work, and
potential issues with future plans.
During these meetings, senior VA
leadership discussed solutions and
made decisions regarding the
Department’s path forward.  This
effective form of communication
helped to address the Secretary’s top
priority issues such as disability
claims processing times and patient
waiting times for appointments.
These meetings provide senior man-
agers with an increased, in-depth
understanding of issues and accom-
plishments affecting the entire
Department.
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Medical Care

A recent article in the New England
Journal of Medicine, “Effect of
Transformation of the Veterans
Affairs Health Care System on the
Quality of Care,” highlighted VHA’s
success over the past several years in
substantially improving quality of
care.  Success was measured two
ways: 1) by comparing VA quality of
care indicators for 1994-95 with indi-
cators for 1997-2000, and 2) by com-
paring VA quality of care indicators
for 1997-2000 to similar indicators
from the Medicare fee-for-service
system for the same period.  In the
VA-to-VA comparison, the findings for
2000 showed that the percentage of
patients receiving appropriate care
was 90 percent or greater for 9 of
the 17 quality of care indicators and
70 percent or greater for 13 of the 17
indicators.  When VA was compared
with the Medicare fee-for-service sys-
tem for 11 similar quality of care
indicators, VA performed significantly
better on all 11 for the period 1997-
1999.  In 2000, VA’s results exceeded
Medicare on 12 of 13 similar indica-
tors.  Although several factors are

discussed that influenced VA’s per-
formance, the authors stressed that
the fundamental catalyst was the
reengineering of VA health care,
which included implementation of a
systematic approach to the measure-
ment of, management of, and
accountability for quality.

Although improvements in clinical
knowledge are critical in improving
care, technology also plays an impor-
tant role.  The ability to access critical
patient information or medical
knowledge quickly and reliably is
becoming increasingly important.
VISN 2 was named one of the
Nation’s Most Wired Hospital and
Health Systems in Hospitals and
Health Networks, the journal of the
American Hospital Association (AHA).
The VISN was selected following a
benchmarking study conducted by
the AHA in cooperation with
McKesson Information Solutions,
Quest Communications International,
and the Healthcare Information and
Management Systems Society.  VISN
2 was recognized for its patient safe-
ty/risk management program Web
site.  VA is at the forefront of efforts

to incorporate technology that
enables clinicians, managers, and
patients to seamlessly access timely
and accurate information.

In the field of electronic health
records systems, VHA is the vanguard
for national standards.  The
Department of Health and Human
Services recently announced an initia-
tive to adopt uniform national stan-
dards, based on standards already
used by VHA, throughout the federal
government for electronic health
records.  VHA’s electronic health
record system, identified by the
Institute of Medicine as one of the
best in the Nation, is fully electronic,
portable, and readily accessible.  VHA
developed the electronic record sys-
tem to provide a single place for
health care providers to review and
update a patient’s health record and
order medications, special proce-
dures, X-rays, diets, laboratory tests,
and nursing orders.  In VHA’s system,
all aspects of a patient’s record are
integrated, including active problems,
allergies, current medications, labora-
tory results, vital signs, hospitaliza-
tions, and outpatient clinic history.
These records are all password-pro-
tected to guarantee patient privacy.
VHA’s dedication to operating a state-
of-the-art electronic health record sys-
tem has improved the quality of VHA
care and patient safety.  Selected fea-
tures of the system include:

•  a checking system to alert clini-
cians if an order they are entering
could cause a problem; 

•  a notification system that immedi-
ately alerts clinicians to clinically
significant events;

Public Benefits

VA’s inherent responsibility is to serve America’s veterans and their families

with dignity and compassion, and to be their principal advocate for medical

care, benefits, social support, and lasting memorials.  VA promotes the health,

welfare, and dignity of all veterans in recognition of their service to the

Nation.  VA positively impacts the lives of veterans and their families, as

well as the Nation as a whole.  As stewards for the government, we strive to

improve the efficiency, effectiveness, and management of all VA programs.

The following illustrations are a few examples of VA innovation and our

desire to improve.

20 Department of Veterans Affairs



•  a patient posting system that alerts
health care providers to issues
specifically related to the patient,
including crisis notes, adverse reac-
tions, and advance directives;

•  templates to automatically 
create reports;

•  an electronic clinical reminder sys-
tem that alerts clinicians of certain
actions such as examinations,
immunizations, patient education,
and laboratory tests that need to
be performed; 

•  remote data view to allow clini-
cians to see the patient’s medical
history at all VA facilities where the
patient was seen.

Homelessness is a problem through-
out the country, and veterans com-
prise approximately 25 percent of the
homeless population.  During the
past year, more than 20,000 home-
less and at-risk veterans received
medical care from VHA, and more
than 19,000 veterans received transi-
tional and supported housing, directly
or in partnerships with grant and per
diem or contract residential care
providers.  Additionally, VA
announced the establishment of a
program to provide permanent hous-
ing, health care, and other supportive
services to those experiencing chronic
(long-term) homelessness.  Eleven
sites were awarded almost $35 mil-
lion with funding from the
Departments of Housing and Urban
Development, Health and Human
Services, and VA.  Also, VA, through
its Homeless Providers Grant and Per
Diem Program, presented 44 separate
awards to providers in 25 states, 5 of
which were states VA had targeted as
areas where homeless veterans’
needs are most underserved (Idaho,
Kansas, Montana, New Hampshire,
and Wyoming).  With the addition of
these awards to other grant and per
diem program actions, VA now sup-

ports nearly 7,000 beds that are avail-
able to homeless veterans.

VHA increased scientific career
opportunities for under-represented
minorities.  New efforts included: a)
supporting institutional collabora-
tions between VA and minority-serv-
ing institutions, involving students
and faculty partnering with VA men-
tors; b) providing applied training in
research on VA-funded projects to
participants ranging from high school
students and college undergraduates,
to graduates and pre-doctoral stu-
dents; and c) offering a supportive
career path for mentored research
within VA for people having complet-
ed their clinical fellowships or doctor-
al training within the last 2 years.
The program provides a full salary to
awardees for 3 years.  This program,
modeled after successful programs
offered by the National Institutes of
Health and the Robert Wood Johnson
Foundation, strengthens VHA’s part-
nerships with historically black col-
leges and universities,
Hispanic-serving institutions, tribal
colleges and universities, and other
institutions with sizeable concentra-
tions of Asian Americans, Pacific
Islanders, native Hawaiians, and
Alaska natives.

Rural American Indian veterans and
native Alaska veterans are benefiting
from a new formal agreement
between VHA and the Department of
Health and Human Services that aug-
ments historical local collaboration
between VHA and the Indian Health
Service (IHS).  This agreement
advances efforts to share information
and technology, develop health pro-
motion programs, and allow joint
appointments, financial reimburse-
ments, and provider certification.
Formal collaboration, including co-
sponsoring of continuing medical
training for health care staff, com-

bines the strengths and expertise of
both VHA and IHS to increase access
and enhance services.

Dr. Susan H. Mather, VA’s Chief Public
Health and Environmental Hazards
Officer, received the Wyeth Award for
Women’s Health.  This award is spon-
sored annually by Good
Housekeeping magazine and the
Center for American Women and
Politics to honor women in govern-
ment whose work exemplifies how
government improves people’s lives.
Since assuming leadership of the
Women Veterans Health Program, Dr.
Mather has established eight Women
Veterans Comprehensive Health
Centers to develop new and
enhanced programs focusing on the
unique health care needs of women
veterans.  This included expanding
sexual trauma programs at all VHA
facilities, developing guidelines for
women’s health programs, and hiring
women veteran coordinators on a
full-time basis at VA medical centers.
As a result, women veterans now
have increased access to both general
and women-specific services offered
in a woman-friendly environment.

Dr. Douglas D. Richman received VA’s
Middleton Award, the Department’s
highest honor for biomedical investi-
gators.  Dr. Richman is directly
responsible for major advances in
the medical treatment of people with
AIDS and HIV.  As director of the
Research Center for AIDS and HIV
Infection at the San Diego VAMC and
the Center for AIDS Research at the
University of California, San Diego,
he is noted for his studies of zidovu-
dine, or azidothymidine (AZT), the
first drug approved in the United
States to treat HIV.  He and his col-
leagues established the effectiveness
of the drug in clinical trials in the late
1980s.  Later studies by Dr. Richman
revealed the emergence of AZT-
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resistant strains of HIV.  The appreci-
ation of the importance of HIV drug
resistance and his pioneering studies
of combination therapy led to the
development in the 1990s of a highly
active antiretroviral therapy.  Recent
research by Dr. Richman showed that
more than three-quarters of HIV
patients in the U.S. with a measura-
ble viral load carry strains of the
virus that are resistant to drug thera-
py, which underscored the need for
resistance testing to help identify
medications that will be effective for
a given patient.  Amid these findings,
Dr. Richman is in the forefront of
efforts that may be of particular
importance in the development of an
AIDS vaccine.  The Middleton Award
is given each year to a senior VA
investigator for major achievements
in areas of prime importance to VA’s
research mission.

VHA’s Center for Veterans Enterprise
collaborated with General Dynamics
Corporation to hold a Veterans
Appreciation Day aimed at increasing
opportunities for small businesses.
In early April, General Dynamics
made its buyers and program man-
agers available at its locations
throughout the country to meet with
veterans interested in doing business
with the company.

The Department of Energy (DOE)
and the Environmental Protection
Agency (EPA) selected several VA
medical centers to receive the Energy
Star award for outstanding achieve-
ment in efficient use and conserva-
tion of energy.  The award is given to
facilities with energy performance in
the top 25 percent of their peers
(e.g., both VA and non-VA hospitals
are grouped together) using an
Internet-based tool called Portfolio
Manager.  Recently, VA began an
energy pilot program to test a new
approach to contracting for energy

investments in VA medical facilities in
Pennsylvania, West Virginia, New
Jersey, California, and Nevada.

Medical
Research

VA conducts medical research on a
wide array of veterans’ illnesses and
disabilities, which also benefits the
U.S. population as a whole.  Some of
the exciting advances VA achieved in
2003 include:

•  Identifying two therapies that
improve several symptoms of Gulf
War veterans’ illnesses.  An editori-
al in the Journal of the American
Medical Association termed the
study of the first major treatment
trial of Gulf War veterans reporting
serious health problems a
“remarkable achievement.”  

•  Determining that using the anti-
convulsive drug, divalproex, in
combination with either of two
commonly used antipsychotic
drugs, olanzapine and risperidone,
results in decreased suffering and
shorter hospital stays for schizo-
phrenia patients. 

•  Identifying a synthetic compound
that reverses bone loss in mice
without affecting the reproductive
system, as does conventional hor-
mone replacement therapy.  The
finding may lead to new treat-
ments to prevent osteoporosis for
millions of people and lead to
safer alternatives than the hor-
mone treatments recently shown
to present greater risks than 
previously thought.

•  Discovering that cereal fiber (such
as that found in dark breads and
high-fiber breakfast cereals) low-
ered the risk of stroke and the risk

of dying from heart disease.
Neither fruit nor vegetable fiber
was associated with similar benefit.

•  Determining that vaccinated elder-
ly patients are less likely to be hos-
pitalized for flu complications, such
as pneumonia, cardiac disease,
and stroke.  Fewer deaths also
resulted in patients who received
flu shots.  This adds authority to
the importance of public efforts to
promote vaccination programs,
particularly to older Americans.

•  Issuing a Request for Proposals
soliciting new Research
Enhancement Award program
applications highlighting the areas
of vaccine development and air-
borne pathogens/toxins.  VHA
expects to fully fund six new pro-
posals and anticipates that priority
areas related to bioterrorism will
be represented.

•  Developing DNA vaccine technolo-
gy and successfully demonstrating
the efficacy of such vaccines
against the intracellular bacterial
pathogen, Listeria monocytogenes.
The studies suggest that the poten-
tial exists for developing DNA vac-
cines to protect the human
population against intracellular
microbial agents.  A similar result
has been demonstrated against the
human parasite, Leishmania dono-
vani.  VA investigators continue
their efforts to identify molecular
approaches that could be used to
enhance the immunogenicity of
the DNA vaccine.

Benefits

A cornerstone of VA Secretary
Principi’s pledge to the Nation in
2001 was to reduce the pending
workload in VBA to 250,000 rating
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claims by September 30, 2003.
Shortly after taking office, the
Secretary created a VA Claims
Processing Task Force, chaired by the
now-VBA Under Secretary for
Benefits, to convert that pledge to an
actionable plan.  VBA devoted much
of the last two fiscal years to imple-
menting the recommendations of the
task force.  On September 30, 2003,
the Secretary made good on his
pledge when the VBA inventory
reached 253,000 claims.  Given the
fact that the VBA inventory crested at
over 432,000 disability claims in early
2002, the achievement of this goal
represents a remarkable 41.4 percent
reduction in pending claims.  In
order to achieve this aggressive goal,
VBA developed and executed a com-
prehensive performance manage-
ment system that increased monthly
output by 71 percent, from an aver-
age of 40,093 in 2001 to 68,468
claims in 2003.  

The Secretary also pledged that
claims would be completed in 100
days.  While this goal was not
achieved at the end of 2003 (claims
processed in September 2003 took
an average of 156 days), it is signifi-
cant to note that the age of the
inventory of pending claims was
reduced from the January 2002 level
of 202 days to 111 days.  With the
underlying age of pending claims
approaching 100 days, VBA is now
positioned to make significant
progress toward reaching the timeli-
ness goal of 100 days by the end 
of 2004.

The improvements by VBA in terms of
reduced inventory numbers and age
were not made at the expense of
quality.  The accuracy of rating benefit
entitlement, the measure most related
to claimants receiving the proper rate
of pay, is now at 85 percent.  This is

an improvement from the 81 percent
accuracy level in 2002.  Further, the
improvements made by VBA in dis-
ability claims processing were not
made at the expense of other VBA
programs.  The Education Service
reduced the time to process original
education claims to 23 days.  Two
years ago it took 50 days.  VBA’s
insurance program is one of the best
in the industry, processing claims in
under 3 days.  Finally, veterans need-
ing a Certificate of Eligibility for the VA
loan guaranty program can receive
the document in seconds through
improved technology rather than the
weeks it took in the past.

Fiscal year 2003 was a remarkable
year for VBA.  To be sure, chal-
lenges remain.  In 2004, VBA will
turn greater attention to the inven-
tory of appeals pending at regional
offices, emerging complex issues
such as the disability claims associ-
ated with Afghanistan and Iraq, and
further improvements in quality
through enhanced training efforts.
The lessons learned in the area of
performance management should
serve VBA well in addressing these
new challenges.

Burial

Primarily through the National
Cemetery Administration, VA honors
veterans with a final resting place
and lasting memorials that commem-
orate their service to the Nation. 

VA provides interment of veterans
and eligible family members upon
demand.  In 2003, almost 90,000
decedents were interred in 120 VA
national cemeteries. 

VA provides headstones and markers
for the graves of eligible persons in

national, state, other public, and pri-
vate cemeteries.  Presidential
Memorial Certificates, bearing the
President’s signature, are issued to
recognize the contributions and serv-
ice of honorably discharged
deceased veterans.  In 2003, VA
processed more than 335,000 appli-
cations for headstones and markers
and issued over 254,600 Presidential
Memorial Certificates.  VA also pro-
vides an American flag to drape the
casket of an eligible deceased veter-
an.  Far more veterans receive a
headstone or marker, Presidential
Memorial Certificate, and/or
American flag from VA than are
buried in a national cemetery.
Delivery of these benefits is not
dependent on interment in a 
national cemetery. 

In 2003, VA maintained about 2.6
million graves and developed nearly
7,000 acres in a manner befitting
national shrines, so that bereaved
family members are comforted when
they come to the cemetery for the
interment, or later to visit the grave
of a loved one. 
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VA received an unqualified opinion
on the Department’s financial state-
ments for 2003 and 2002 from the
external auditors, Deloitte & Touche,
LLP, continuing the tradition of finan-
cial management excellence first
achieved in FY 1999.  As a result of
their audit work, Deloitte & Touche,
LLP reported two material weaknesses
and two reportable conditions.  The
two material weaknesses and one
reportable condition were repeat
findings.  The Department continues
to make significant progress on
correcting the repeat material
weaknesses and reportable condition
and plans are underway to address
the new reportable condition --
medical malpractice claims data.  

VA programs operated at a net cost
of $162.5 billion in 2003 compared
with $210.3 billion in 2002.  The cal-
culation of the actuarial liability for
future years' veterans’ compensation
and burial benefits, which increased
by $105.6 billion during 2003 and by
$157.3 billion in 2002, heavily impacts

each year's cost. The actuarial liabili-
ty for future years' veterans’ compen-
sation and pension (C&P) programs
increased in FY 2003 due to a
change in the valuation date and an
increase in estimates of excess bene-
fit rates during FY 2003.  Excluding
the change in this actuarial liability
from the net cost would result in an
adjusted net cost for VA's programs
of $56.9 billion and $53.0 billion for
2003 and 2002, respectively.  The
majority of this increase applies to
two programs--compensation, $2.7
billion, and medical care, $1.6 billion. 

An examination of assets and liabili-
ties reported on VA's balance sheets
reveals two lines with changes
greater than $1 billion. The largest
increase is in the Federal Employee
and Veterans Benefits Liabilities,
which is related to the increase in the
actuarial liability for future compen-
sation and burial benefit payments. It
should be noted that the future cash
flows to liquidate the Federal
Employee and Veterans Benefits

Liabilities are not supported by any
identifiable assets, as they are antici-
pated to be funded from the future
general revenues of the U.S.
Government. The change in the com-
pensation and burial benefit liabilities
is the most significant component of
the change in Cumulative Results of
Operations. The second significant
change relates to a decrease in the
liability provision for future losses on
credit reform guaranteed loans.

Medical Care collections continue to
improve.  In 2003, collections totaled
approximately $1.5 billion, which
builds on the $1.2 billion collected in
2002, and is a significant increase
over the 2001 total of $0.8 billion.  VA
plans to continue to increase these
collections, reaching $1.75 billion in
2004 and $2.0 billion in 2005.

In the area of debt management, VA
exceeded the goals established with
the Department of the Treasury for
the Treasury Offset Program (TOP)
and the cross servicing program.  By
the end of 2003, VA referred $255
million (97 percent) of eligible delin-
quent debt to Treasury for offset
under TOP.  Under the cross-servicing
program, VA referred $155 million
(96 percent) of eligible debt to
Treasury for collection.

During 2003, the Department aggres-
sively used the governmentwide
commercial purchase card program.
Over 2.9 million purchase card trans-
actions were processed, representing
over $1.5 billion in purchases.  The
electronic billing and payment
process for centrally billed card
accounts earned VA over $16 million
in credit card rebates.

Financial Highlights

Pursuant to the requirements of 31 U.S.C. 3515 (b), VA’s financial

statements report the financial position and results of operations of the

Department.  Deloitte & Touche, LLP, performed the audit of the statements

under the direction of the Office of Inspector General.  While the statements

have been prepared from the books and records of the entity, in accordance

with the formats prescribed by the Office of Management and Budget

(OMB), they are, in addition to the financial reports, used to monitor and

control budgetary resources that are prepared from the same books and

records.  The statements should be read with the realization that they are for

a component of the U.S. Government, a sovereign entity.  One implication of

this is that liabilities cannot be liquidated without legislation that provides

the authority to do so.
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Under 38 U.S.C. 8161, et seq., VA
entered into several enhanced-use
leases in 2003 to maximize use of
underutilized VA property.  In return,
VA has received fair consideration
including goods, services, or space
beneficial to VA’s mission.  In some
cases, the lessee provides “in-kind”
consideration through a third party,
including an independent trust.
Once established, the independent
trust assumes obligations to provide
in-kind consideration to the
Department.  VA is not party to the
trust agreement and does not own or
control the trust, and has no benefi-
cial, residual, or other interest in the
trust estate other than the assets that
are specifically deposited into the
enhanced-use leasing account for the
purpose of providing in-kind consid-
eration to VA.  This arrangement has
proven to be very beneficial to the
Department.  Consequently, VA uses
the enhanced-use leasing program to
address its capital and resource
requirements, and anticipates that
most of its in-kind benefits will be
received through these types of third-
party providers.

In an effort to improve internal con-
trols over finance, acquisition, and
asset management, VA’s three admin-
istrations are currently being
realigned in a way that will maximize
both the effectiveness and efficiency
of their operations.  VHA’s realign-
ment efforts include identifying oper-
ations that could be centralized at the
VISN and facility levels to promote
greater efficiency.  VHA’s VISN office
structure now includes a Chief
Financial Officer, Chief Logistics
Officer, Capital Asset Manager, and
Financial Quality Assurance Manager
(FQAM).  The new VISN FQAM will
provide oversight over finance, logis-
tics, and capital asset management;
conduct internal audits; provide con-
sultative services to facilities; facilitate

performance improvement; ensure
timely implementation of financial
policies issued by VA’s Office of
Management (OM); and serve as a
liaison to external auditors and OM.

VBA is centralizing field finance,
acquisition, and asset management
activities into product lines with a
clear line of control to the VBA CFO.
VBA plans to conclude its realign-
ment efforts by September 2004.
NCA plans to establish one site in
NCA for each of the three primary
activities — finance, acquisition, and
asset management.  At this time, the
greatest proportion of contracting,
finance, and accounting support for
the national cemeteries is provided
by a VA medical center or regional
office.  NCA plans to begin assuming
direct responsibility for these busi-
ness activities over a period of the
next several years.
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The Department has made significant
progress in correcting these material
weaknesses.  Resources have been
maximized to make significant
improvement in the overall security
posture.  Also, the Department has
attained significant milestones
toward the implementation of the
integrated Core Financial and
Logistics System.  VA closed two
reportable conditions reported in the
prior year.  

The auditors' report on compliance
with laws and regulations, also
prepared as a result of the FY 2003
financial statement audit, discusses
Departmental non-compliance with
the Federal Financial Management
Improvement Act (FFMIA)
requirements concerning "Lack of
Integrated Financial Management
System" and "Information
Technology (IT) Security Controls."
Except for these instances of non-
compliance, the report concludes
that for the items tested, VA complied
with those laws and regulations
materially affecting the financial
statements. 

Systems, Controls, and 
Legal Compliance

The auditors’ report on internal control, prepared at the completion of VA’s

FY 2003 financial statement audit, includes two repeat material weaknesses:

"Information Technology (IT) Security Controls," and "Integrated Financial

Management System."  In the IT finding, the auditors reported that VA’s

program and financial data continue to be at risk due to serious weaknesses

related to control and oversight over access to information systems.  In the

second finding, the auditors reported continuing difficulties related to the

preparation, processing and analysis of financial information to support the

efficient and effective preparation of VA’s consolidated financial statements.  
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Compliance with the Federal Managers’
Financial Integrity Act (FMFIA)

FMFIA Report
on Material
Weaknesses 
and Non-
conformances

VA managers are required to identify
material weaknesses relating to their
programs and operations pursuant to
sections 2 and 4 of the Integrity Act
as defined: 

•  Section 2 seeks to assess internal
controls necessary to ensure com-
pliance with applicable laws; pro-
tect against loss from waste,
fraud, and abuse; and ensure
receivables and expenditures are
properly recorded. 

•  Section 4 seeks to assess noncon-
formance with governmentwide
financial systems requirements. 

Progress on
Material
Weaknesses

VA managers continue to make
progress in correcting existing mate-
rial weaknesses and non-confor-
mances.  The 2003 Consolidated
Financial Statements Audit Report
disclosed no new material weakness-
es.  In addition, there are no new
management control material weak-
nesses disclosed or reported.

At the end of 2002, four material
weaknesses and two nonconfor-
mances were carried forward in 2003.

In addition, Deloitte & Touche, LLP,
reported two repeated material weak-
nesses from the 2002 audit report –
“Information Technology Security
Controls” and “Lack of Integrated
Financial Management System.”

We are pleased to report that correc-
tive actions were taken during 2003
to warrant closure of one of the four
Integrity Act management control
material weaknesses –“Housing
Credit Assistance Program.”  We plan
to close another, “PAID System—
Mission Performance,” by October
2003.  The remaining four material
weaknesses (two audit material
weaknesses and two management
control material weaknesses) will be
corrected during 2005 and 2006.

Federal
Financial
Management
Improvement
Act (FFMIA)

The Federal Financial Management
Improvement Act (FFMIA) encour-
ages agencies to have systems that
generate timely, accurate, and useful
information with which to make
informed decisions and to ensure

accountability on an ongoing basis.
The Department faces challenges in
building and maintaining financial
management systems that comply
with FFMIA.  Under FFMIA, VA is
substantially compliant with the
exception of “Federal financial man-
agement systems requirements.”
VA’s noncompliance in this area will
be resolved when the Core Financial
and Logistics System (CoreFLS) is
fully implemented in 2006.
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On a regular basis, VA managers monitor and improve the effectiveness of

management controls associated with their programs and financial systems.

This continuous monitoring, and other periodic evaluations, provide the

basis for the Secretary’s annual assessment of and report on management

controls as required by FMFIA, commonly referred to as the Integrity Act.  



The following tables provide the current status of existing audit material weaknesses and management control material weaknesses:
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Description

Information Technology Security
Controls – VA’s assets and financial data
are vulnerable to error or fraud because
of weaknesses in information security
management, access to controls and
monitoring, and physical access controls. 

Lack of Integrated Financial
Management System–Difficulties exist
in the preparation, processing, and
analysis of financial information to sup-
port the efficient and effective prepara-
tion of VA’s consolidated financial
statements.

Current Status

Plans are being implemented to address
this weakness. The Department has maxi-
mized limited resources to make signifi-
cant improvement in VA’s overall security
posture in the near term through prioritiz-
ing Federal Information Security
Management Act remediation activities. 

The Core Financial and Logistics System
project will replace VA’s current financial
management system.  VA is beginning
migration of core accounting functions
from mixed systems to CoreFLS.  Full
implementation of CoreFLS will correct
this deficiency.

Audit Material Weaknesses
Resolution target date

September 2005  

March 2006  

Description

PAID System–Mission
Performance–VA’s central payroll and
personnel system, PAID, lacked the abili-
ty to expand.   

Internal Control Weaknesses in the
Compensation and Pension Payment
Process–Erroneous and fraudulent pay-
ments were found.

Compensation and Pension System–
Lack of Adaptability and
Documentation – The system is outdat-
ed and needs to be replaced.   

Current Status

The PAID system has been modified to
allow an employee’s pay/benefits to be
allocated to four fund/cost center combi-
nations and to pass this distribution labor
cost to FMS.  

Procedures are underway to augment
internal controls in the area of erroneous
payments.  Measures are being taken to
pinpoint the amount of overpayments in
each program area and to determine the
nature and causes of the overpayments. 

Remediation plans are in place for total
conversion to VETSNET.   

Resolution
target date

October 2003

October 2004

Management Control Weaknesses

Section 2 Section 4

X

X

January 2005 X



Compliance with the IG Act
Amendments of 1988

VA collected $25.5 million in disallowed costs from VA-contracted suppliers in 2003.

The IG Act requires management to complete all final actions on recommendations within 1 year of the

date of the IG’s final report.  Departmentwide, there are 8 reports that have been pending final action

for over 1 year.  Since 1996, there has been a reduction in the number of unimplemented reports

pending final action.  Delays were incurred in implementing recommendations as a result of the

development and implementation of new regulations or directives, collection and/or write-off activities,

and system changes.
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Disallowed Costs and Funds to Be Put to Better Use 
Reporting Period October 1, 2002 – September 30, 2003
(dollars in millions) 

Balance 9/30/02 6 $1.2 15 $474.3  

New Reports 35 $24.4 37 $44.9  

Total  41 $25.6 52 $519.2  

Completed 36 $25.5 41 $342.9

Balance 9/30/03 5 $0.1 11 $176.3  

Disallowed Cost Funds to Be Put to Better Use

Reports Value Reports Value

FY 96 FY 97 FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 

No. of Reports 80 65 42 36 28 19 14 8 

OIG Reports Pending Final Action Over One Year 
After Management Decisions Have Been Made

Source: “Compliance with the IG Act Amendments of 1988” section reported by Office of Inspector General, Audit Follow-up Division.



VA’s audit recovery efforts over
improper vendor payments reflect
similar improvements.  Fiscal year
2003 collections of duplicate pay-
ments and the recovery of unapplied
vendor statement credits increased
$771,000 (34 percent) over 2002 lev-
els, and 2003 collections exceeded $3
million overall.  Improved payment
oversight has also driven a 41 per-
cent reduction in duplicate payments
identified and cancelled prior to dis-
bursement, compared to 2002 levels.  

During 2003, the Department aggres-
sively used the governmentwide
commercial purchase card program.
Over 3.2 million purchase card trans-
actions were processed, representing
over $1.7 billion in purchases.  The
electronic billing and payment
process for centrally billed card
accounts earned VA over $18 million
in credit card rebates.

VA’s Prime Vendor Payment System
automates payments under a nation-
wide prime vendor centralized pur-

chasing contract.  In 2003, 138 VA
medical centers used the Prime
Vendor System to electronically
process over 434,000 transactions
worth over $3.1 billion.

VA’s Travel Management Centers
serve veterans and employees who
travel frequently.  The billings are
transmitted electronically from each
Travel Management Center, and pay-
ment is sent daily through the
Department of the Treasury’s
Electronic Certification System.  In
2003, the travel management pro-
gram processed 116,000 transactions,
disbursed payments of over $19 mil-
lion, and earned approximately
$224,000 in rebates.

VA’s Financial Services Center
(FSC) continued to provide vendor
payment history on the Internet.
Currently, the new Vendor Inquiry
System Internet application, imple-
mented this year, stores almost 4
years of information on invoices.
So far this year, 5,080 vendors

have registered and made over
105,300 queries using the new
Internet application to assist them
with payment identification.  

The FSC has also continued to
improve the Intranet online invoice
certification process, which allows
invoices to be certified electronically
and sent for payment.  VA’s Online
Invoice Certification System allows
the FSC to notify certifying officials
via e-mail of any invoice requiring
payment certification.  Through the
Intranet, the certifying official can
view, certify, and forward the
invoice to the FSC for payment pro-
cessing, reducing the processing
time to hours rather than days.  In
2003, a total of 3,160 individuals
were assigned user IDs to access the
system.  During 2004, the FSC plans
to expand the certified invoice serv-
ice throughout VHA and will imple-
ment the online system at all
facilities as part of the VHA payment
centralization initiative.

Prompt Payment Act

VA continued to significantly improve vendor payment processes throughout

2003.  The Department processed 5.9 million invoices subject to the Prompt

Payment Act, worth over $10.1 billion, with nearly 97 percent paid on time.

In 2003, interest payments VA-wide declined by $470,000 to $907,000, a

34 percent improvement over 2002 levels.  At the same time, discounts

earned increased by $526,000 (30 percent) over 2002 levels and we expect

this improved performance level to continue.  Combined, payment processing

improvements saved VA $996,000 in 2003—savings the Department can

use to improve veterans care.
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The President’s 
Management Agenda

In addition to these five areas, VA is
also reporting on two additional
agency-specific areas of focus:

•  Improved coordination of VA and
DoD programs and systems  

•  Faith-based initiatives.

The following is a discussion of VA’s
progress in each of these areas.

Strategic
Management of
Human Capital

VA continues to face many challenges
in the area of human capital.  By
2007, 36 percent of VA’s workforce
will be eligible for regular retirement.
VA took numerous measures to
address this issue during 2003.  One
of the most significant achievements
was the accomplishment of the
Department’s strategic human capital
plan, which was approved by the
Secretary in July 2003.  This plan
includes an overview of past and
projected workforce trends; sum-
maries of workforce plans developed
by all organizational components;
and strategies to ensure that VA
recruits, retains, and develops a qual-
ity and diverse workforce to 
serve veterans.  

Other accomplishments include the
implementation of online
entrance/exit surveys.  The surveys
were designed to capture the rea-
sons why employees chose to work
for VA or why they elected to leave
VA.  As of August 2003, approximate-
ly 1,200 surveys were completed.

The results are available at the
national and facility levels and can be
sorted by organization, occupation,
age categories, and many other
selective components.  The first
national summary of data was pub-
lished in October 2003 on the Office
of Human Resources Management’s
Web site.

VA believes it can attain a highly
skilled, customer-focused workforce
through the High Performance
Development Model.  The systemwide

framework aligns around a set of core
competencies — personal mastery,
technical skills, interpersonal effective-
ness, customer service, creative think-
ing, flexibility/adaptability, systems
thinking, and organizational steward-
ship.  Achievement of these compe-
tencies would enhance every
employee’s abilities.

In August 2003, VA instituted a Web-
based management support system
available to managers and supervi-
sors 24 hours a day 7 days a week

The President’s Management Agenda, announced in the summer of 2001,

is an aggressive strategy for improving the management of the federal

government.  It focuses on five areas of management weakness across the

government where the most progress can be made.  VA is working closely

with the Office of Management and Budget (OMB) to resolve problems

identified in each of these areas.  OMB issues reports quarterly and uses a

‘stoplight’ scorecard to reflect progress made by each federal agency.  The

following chart identifies the five areas of government focus and the scores

from 2001 compared with those of September 2003.  VA is making good

progress in all areas and is committed to implement them fully.
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providing guidance on the full range
of workforce issues.

VA entered into an interagency
agreement with the Office of
Personnel Management in July 2003.
The agreement outlines the phased
deployment of USA Staffing, an inte-
grated online software staffing solu-
tion that automatically generates
vacancy announcements that can be
uploaded to the
USAJOBS/Monster.com Web site.
USA Staffing also permits applications
for vacancies to be submitted online,
reduces the time it takes to process
applications, and issues automated
certificates of eligible candidates.

In 2003, the Secretary approved a
plan presented by VA’s Task Force on
the Employment and Advancement of
Women, which outlines strategic goals
that include measurable objectives for
correcting imbalances in the employ-
ment and advancement of women at
VA.  The goals are to:  (1) increase
internal and external recruitment and
retention programs; (2) develop and
enhance education and training pro-
grams; and (3) foster a corporate cul-
ture that proactively integrates women
into GS-13, GS-14, GS-15, and Senior
Executive Service positions. 

Competitive
Sourcing

VA utilizes competitive sourcing and
the FAIR Act as part of its basic busi-
ness management approach, which is
predicated on VA’s efforts to deliver
timely and high-quality service to our
Nation’s veterans and their families.  As
part of its normal business operations,
VA continuously assesses the demand
for benefits and services from veterans
and ensures that the Department has
the capabilities to meet these needs.

This market-based analysis often
results in contracts for medical care
and other services in specific geograph-
ical areas when it is determined to be
more cost effective to obtain the servic-
es from the private sector than to hire
doctors, nurses, and other staff with
needed skill sets.  This approach does
not focus on moving a certain estab-
lished number of jobs from the public
sector to the private sector — but rather
on providing veterans and taxpayers
the best value possible.

VA is committed to continuing the
approach of strategically identifying
opportunities for competitive sourc-
ing.  VA hired a competitive sourcing
staff and developed a directive and
5-year plan (2003 – 2008) that calls
for studying 55,000 FTE across 19
ancillary functions within VHA.  VA
also developed a tracking system,
which is currently being tested, to
assess progress in this initiative.  The
Office of Management and Budget
(OMB) approved VA’s plan and
streamlined three-tiered process in
April 2002. 

One of the reasons OMB approved
VA’s new competitive sourcing
process is due to VHA’s exemption
under section 8110(a)(5) of title 38
U.S.C.  This statute states that VHA
funding to carry out any activity in
connection with a study comparing
the cost of VA providing commercial
or industrial products and services is
prohibited unless such funds are
specifically appropriated.  VHA had
no such funds appropriated for 2003.
However, VA’s initial interpretation
was that the prohibition would apply
only to a formal A-76 cost compari-
son and not to most, or all of the
streamlined process planned by VA.
In April 2003, VA was in the process
of executing the OMB-approved com-
petitive sourcing plan, starting with
laundry service and food production,

when VA’s General Counsel (GC)
opined that the prohibition applied
to VA’s three-tiered process.  VHA
continued to make progress in com-
petitively sourcing laundry and food
service while seeking a clarification
from VA’s GC regarding application
of their earlier opinion in conjunction
with other statutory authorities.
Upon receiving GC clarification, all
competitive sourcing studies were
terminated within VHA in August
2003.  VA is now seeking remedies to
the prohibition through either a sep-
arate appropriation, or revision to
title 38.  In the meantime, VA is
examining other alternatives that do
not violate the prohibition of title 38
while potentially yielding cost savings
that would be obtained if VHA were
permitted to continue with competi-
tive sourcing studies.

At the end of 2002, VA had complet-
ed studies on approximately 4,000
FTE, with an estimated cost savings
of $25 million.  In 2003, VA began
the study of 1,380 FTE within the
VHA laundry service, and 1,500 FTE
within the Veterans Canteen Service
when the studies were terminated
due to the prohibition.  VA completed
one standard competitive sourcing
competition in 2003 within VBA.  The
net result was to outsource the VBA
property management function.  VA’s
internal reengineering efforts pro-
duced a Most Efficient Organization
(MEO) proposal that presented an
estimate of more than $18 million
(12.5 percent) over the term of per-
formance.  This proposal also includ-
ed a reduction in 156 FTE (from 276
to 120) performing the function.
Although the MEO proposal demon-
strated significant improvements in
efficiencies and cost reductions, VA
will ultimately save an estimated $47
million (27.1 percent) over the 4.5-
year performance period by out-
sourcing the function to industry.
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NCA increased its contracting out for
full maintenance services from 26
national cemeteries in 2002 to 36 of
the 120 national cemeteries in 2003.
In addition, NCA contracted out an
equivalent of about 240 FTE in con-
nection with the National Shrine
Commitment.  This competitively
sourced function is the equivalent of
approximately 20 percent of NCA’s
2003 commercial activities based on
VA’s 2003 FAIR Act inventory.

Financial
Management

VA continued its tradition of excel-
lence in financial management dur-
ing 2003.

Audit Opinion and Improved
Performance - VA received an
unqualified opinion on the
Department’s financial statements
from the auditors, continuing the
success first achieved in 1999.
Interest penalties continued to
decrease to below $1 million,
approximately 33 percent below the
2002 level.  Discounts increased to
nearly $2.2 million, 25 percent above
last year’s level.  Following are some
additional ways VA improved its
financial performance in 2003.

Material Weaknesses – VA took
steps to address previously reported
material weaknesses in three areas —
erroneous and fraudulent payments
in the compensation and pension
(C&P) payment process, the
Personnel and Accounting Integrated
Data (PAID) system lack of ability to
expand, and security-related vulnera-
bilities in PAID and the Financial
Management System (FMS).  VA
modified the PAID system to provide
labor distribution functionality.  Final
actions to effect this functionality will

be complete in October 2003.  In
addition, actions to correct security-
related vulnerabilities in the PAID
and FMS systems have been sched-
uled, and new control procedures
are being implemented as recom-
mended by VA auditors.  Two FMFIA
material weaknesses were closed —
Drug Control and Housing Credit.

CoreFLS – The CoreFLS project
office successfully completed Build
1.2 and Test Cycle 2 as well as
demonstrations on Asset
Management, Stockroom
Replenishment, and the entire Payroll
Cycle and Suspense Processing func-
tion.  Staff finalized deployment and
training plans to support Operational
Testing 1 and 2.  Planned actions for
the first quarter of 2004 include com-
mencing Operational Test Phase 1
and going live at four test sites and
other unique focus sites.  Further, VA
plans to complete CoreFLS User
Acceptance Testing and implementa-
tion of cyber security plans that are
currently being prepared.

Erroneous Payments – In an
effort to enhance internal controls in
the area of erroneous payments, VA
met with OMB to review a statistical
method for estimating erroneous
payments in the insurance and C&P
programs.  We are developing meas-
ures to identify overpayments and
determine the nature and causes of
such overpayments.  VA has identi-
fied programs for review under the
Improper Payments Information Act
of 2002 (P.L. 107-300) and plans to
award a contract in 2004 to estimate
improper payments.  Initial data
were entered into OMB’s Financial
Information Performance and
Measurement Tracking Systems in
May 2003.  VA management plans to
use this information to develop and
implement controls to prevent fur-
ther occurrences.  Also, VA is collabo-

rating with other government agen-
cies such as the Bureau of Prisons
and Social Security Administration to
identify and recover payments from
beneficiaries who are ineligible for
benefits.  These activities are further
described in the following informa-
tion, which was formerly presented
in a form, Exhibit 57, in compliance
with P.L. 107-300.

I.  Commitment by Agency Head
to President’s and Congress’
Initiative to Reduce Erroneous
Payments

The Department of Veterans Affairs
is committed to reducing erro-
neous payments and has designat-
ed the Assistant Secretary for
Management as the VA official
responsible for establishing poli-
cies and procedures to assess
agency and program risks of
improper payments, taking actions
to reduce those payments, and
reporting the results of the actions
to agency management for over-
sight and other actions as deemed
appropriate.

II.  Description of Risk Analysis
performed in compliance with
Improper Payments Information
Act of 2002

VA will perform a Risk Analysis of
programs in FY 2004 to include
the following:

•  General Operating Expense
Salaries

•  VHA Salaries
•  VHA Research
•  VHA Employee and 

Beneficiary Travel
•  VHA Fee
•  VHA Grants
•  VHA Property, Plant, 

and Equipment
•  VHA Pharmacy 

(drugs/medicine)
•  VHA Prosthetics

FY 2003 Performance and Accountability Report 33



•  VHA Communications and
Utilities

•  VBA Compensation
•  VBA Dependency and 

Indemnity Compensation
•  VBA Pension
•  VBA Vocational Rehabilitation 

and Employment
•  VBA Education
•  VBA Insurance
•  VBA Housing
•  NCA Burial Services

III.  List Programs found to be at
Risk of Significant Erroneous
Payments (including those
programs listed in the former
Section 57 of A-11)

Once the Risk Analysis of programs
is completed, VA will be able to
identify those programs found to
be at Risk of Significant Erroneous
Payments, in addition to the
Compensation, Dependency and
Indemnity Compensation, Pension,
and Insurance programs listed in
the former Section 57 of A-11.
IV.  Program-by-program

description of programs
previously required to submit
Exhibit 57s. 

A.  Program Description

Disability Compensation is pro-
vided to veterans for disabilities
incurred or aggravated while on
active duty.  The amount of com-
pensation is based on the degree
of disability.  Several ancillary
benefits are also available to cer-
tain severely disabled veterans.

Dependency and Indemnity
Compensation (DIC) is provided
for surviving spouses, dependent
children, and dependent parents
of veterans who died of service-
connected causes or while on
active duty on or after January 1,
1957.  Prior to that date, death
compensation was the benefit
payable to survivors.

Nonservice-Connected
Disability Pension is provided
for veterans with nonservice-con-
nected disabilities who served in

time of war.  The veterans must
be permanently and totally dis-
abled or must have attained the
age of 65 and must meet specific
income limitations.

Death Pension is provided for
surviving spouses and children of
wartime veterans who died of
nonservice-connected causes,
subject to specific income limita-
tions. 

Insurance program provides
veterans and servicemembers life
insurance benefits that are not
available from the commercial
insurance industry because of
lost or impaired insurability
resulting from military service.
Insurance coverage is available at
competitive premium rates and
with policy features comparable
to those offered by commercial
companies.  A competitive,
secure rate of return is ensured
on investments held on behalf of
the insured.
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Dollars Rate Dollars Rate Dollars/Rate Dollars/Rate Dollars/Rate

Total Payments 22,402,321 100% 24,709,991 100% TBD TBD TBD

Underpayments TBD TBD TBD

Overpayments 119,340 0.53% 129,063 0.52% TBD TBD TBD

119,340 0.53% 129,063 0.52% TBD TBD TBD

B.  Error Table

Program:
Compensation

2002 2003 2004
Target

2005
Target

2006
Target

Total Erroneous
Payments



C.  Discussion of Causes of
Erroneous Payments and
Status of Efforts to Reduce

Compensation & Pension
Compensation and Pension
Service defines erroneous pay-
ments as payments made to ineli-
gible beneficiaries or payments
that were made for an incorrect
amount.  Erroneous payments
may be caused by procedural or
administrative errors made during
the claims process or fraud on the
part of employees, beneficiaries,
or claimants.  Overpayments are
typically created by actions to
reduce compensation or pension
benefits resulting from a change
in status while underpayments

reveal that VBA did not properly
issue the correct payment to the
beneficiaries.

For 2004 through 2006, VBA will
determine incorrect payments
based on its national Systematic
Technical Accuracy Review
(STAR) results.  The STAR process
involves a comprehensive techni-
cal accuracy review of a statisti-
cally valid random sample of
completed cases.  The annual
STAR sample includes approxi-
mately 16,000 currently
processed cases including a mix
of compensation and pension
claims.  The STAR process was
modified to require reviewers to

calculate the amount of over- or
underpayment involved for any
errors identified under the fol-
lowing categories: Improper
Grant/Denial; Improper
Percentage Evaluation Assigned;
Improper Effective Dates
Affecting Payment; and Improper
Payment Rates.  The results of
this review sample will be extrap-
olated to the universe of com-
pleted claims to calculate
estimated annual over- and
underpayments.  Separate annu-
al amounts will be calculated for
the compensation program and
pension program.  VBA briefed
OMB on this plan, which met
with their approval.
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Dollars Rate Dollars Rate Dollars/Rate Dollars/Rate Dollars/Rate

Total Payments 3,164,030 100% 3,221,396 100% TBD TBD TBD

Underpayments TBD TBD TBD

Overpayments 231,660 7.32% 250,535 7.78% TBD TBD TBD

231,660 7.32% 250,535 7.78% TBD TBD TBD

Program:
Pension

2002 2003 2004
Target

2005
Target

2006
Target

Total Erroneous
Payments

Dollars Rate Dollars Rate Dollars/Rate Dollars/Rate Dollars/Rate

Total Payments 1,708,000 100% 1,676,000 100% TBD TBD TBD

Underpayments TBD TBD TBD

Overpayments 284 0.02% 261 0.02% TBD TBD TBD

284 0.02% 261 0.02% TBD TBD TBD

Program:
Insurance

2002 2003 2004
Target

2005
Target

2006
Target

Total Erroneous
Payments



Reviews under this plan are now
being conducted.  Initial reviews
confirmed the validity of this
approach, but sufficient data have
not yet been captured to provide
statistically valid results.  A statisti-
cally valid sample result will be
included in the next annual report
(consistent with the requirements
of the Improper Payments
Information Act of 2002). 

Insurance
VA does not believe there are
design issues within the
Insurance Program that con-
tribute significantly to improper
payments.  There are effective
safeguards already installed
which are designed to prevent
fraud wherever possible and to
make it easier to discover fraud if
it has occurred. 

The majority of VA’s improper
payments are usually the result
of human error, which is directly
related to the speed of service
provided as well as the large vol-
ume of transactions processed.
Of the total transactions
processed, the number of
improper payments is relatively
insignificant, constituting less
than 1 percent of all transactions
processed.  This low figure is pri-
marily due to the reviews con-
ducted by the Insurance Service
Internal Control Staff. 

V.  Discussion of Application of
Recovery Auditing

Compensation & Pension
Our methodology for determin-
ing overpayments and underpay-
ments also assesses the causes
of the erroneous payments.  This
information is captured as part
of our ongoing reviews and will
be fully discussed in the next
annual report.

Although we currently do not have
initiatives specific to underpayments,
we are cognizant of the need to
improve our accuracy in the areas of
pension adjustments, particularly
erroneous payments.  For this rea-
son, since November 2001, we have
consolidated the processing of pen-
sion maintenance workload to
improve the quality of the pension
processing and to focus training in
this area.  We believe that an
improved quality of pension process-
ing and focused training reduces
erroneous payments.  In December
2002, we began the annual review of
a statistically valid sample of 1,200
cases from the three pension 
maintenance centers.

With more completed statistically
valid data over the next year, we will
better assess our ongoing audits and
how they contribute to reducing
overpayments and underpayments.
At this time, we will continue with the
following list of audits and investiga-
tions until the annual report where
we will tie these audits to our statisti-
cally valid results.

Unmatched records – with
Social Security Administration
– C&P Service analyzes an
extract of hits from data runs to
obtain the Unverified Social
Security Numbers Listing.

Death Match Project – The OIG
death match project is conducted
to identify individuals who may
be defrauding VA by receiving VA
benefits intended for beneficiar-
ies who have passed away.  This
project will be updated on an
annual basis with new informa-
tion.  The death match project
continues to be a priority project
of the OIG.

Fugitive Felon Program –
Public Law 107-103 was enacted

on December 27, 2001.  The law
prohibits veterans who are fugi-
tive felons, or their dependents,
from receiving specified veterans
benefits.  In addition, the law
requires the Secretary to furnish
to law enforcement personnel,
upon request, the most current
address of a veteran who is
determined to be a fugitive felon.
A memorandum of understand-
ing was signed with U.S.
Marshals Service in April 2002,
and an agreement with the State
of California was signed in July
2002, to electronically match
their fugitive felon warrant files
with VA databases.  Agreements
with additional states will be
negotiated over the next 2 years.
The OIG is responsible for the
front end of the fugitive felon
program.  At any given time
more than 100,000 individuals
are on a fugitive felon list main-
tained by the federal government
and/or state and local law
enforcement agencies.

Payments to Incarcerated
Veterans – In February 1999, the
OIG published a report titled
Evaluation of Benefit Payments
to Incarcerated Veterans (Report
No. 9R3-B01-031).  The review
found that VBA officials did not
implement a systematic
approach to identify incarcerated
veterans and adjust their benefits
as required by Public Law 96-
385.  An agreement was reached
with the Social Security
Administration (SSA) that
allowed VA to use the State
Verification and Exchange System
to identify claimants incarcerated
in state and local facilities.  We
are now processing both Bureau
of Prisons Match and SSA Prison
Match cases on a monthly basis.
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Benefit Overpayments Due to
Unreported Beneficiary
Income – The OIG’s November
2000 report, Audit of VBA’s
Income Verification Match
Results (Report No. 99-00054-1),
found that opportunities exist for
VBA to significantly increase the
efficiency, effectiveness, and
amount of potential overpay-
ments that are recovered; better
ensure program integrity and
identification of program fraud;
and improve delivery of services
to beneficiaries.  The audit found
that VA’s beneficiary income veri-
fication process with the Internal
Revenue Service (IRS) resulted in
a large number of unresolved
cases.  VBA has implemented
seven of eight recommendations
from this report.  However, the
recommendation to complete
necessary data validation of ben-
eficiary identifier information
contained in C&P master records
to reduce the number of
unmatched records with the SSA
remains unimplemented.  This
was a repeat recommendation
from a 1990 OIG report.

The Income Verification Match
(IVM) processing has been cen-
tralized at the three Pension
Maintenance Centers this year.
The IVM match involves obtaining
two files—one from SSA and one
from the IRS.  The SSA file con-
tains earned income information.
The IRS file contains unearned
income information.  Typically
both files are run against VA
records at the same time to pro-
duce IVM Match output.

Disability Compensation
Benefits for Active Military
Reservists – In May 1997, the
OIG conducted a review to deter-
mine whether VBA procedures

ensure that disability compensa-
tion benefits paid to active mili-
tary reservists are offset from
training and drill pay as required
by law.  The OIG report titled
Review of VBA’s Procedures to
Prevent Dual Compensation
(Report No. 7R1-B01-089) report-
ed that VBA had not offset VA
disability compensation to 90
percent of the sampled active
military reservists receiving mili-
tary reserve pay.  Dual payments
occurred because procedures
established between VA and DoD
were not effective or were not
fully implemented.  VA and DoD
have worked to correct proce-
dures and processes to insure
dual compensation benefits are
properly offset. 

Insurance
Established in 1992, the Internal
Control Staff (ICS) monitors,
reviews and approves all manual
insurance disbursements and cer-
tain other controlled transactions.
It is the duty of these reviewers to
verify the correctness and propri-
ety of all critical insurance actions.
This staff is the primary control
point for all processes involving
clerical disbursement actions and
ensures the propriety of system-
generated disbursements.  The ICS
exists to augment VA’s traditional
management controls (e.g., inter-
nal system edits, supervision, per-
formance reviews and quality
control reviews).  

In addition to the above, the ICS
conducts a variety of post-audit
reviews using, among other tools,
matching reports to help prevent
and detect fraud, waste, and
abuse.  Moreover, the ICS reviews
the work of its own staff.  Through
these reviews, the staff supervisors
ensure that work is being done in

date order, that it is being
reviewed properly, and that no
fraud has been committed.

The ICS identified best practices by
consulting with the OIG, who pro-
vided a variety of computer match-
ing programs to assist in identifying
patterns that may indicate abuse.
Internal Control managers also
attend classes in statistical sam-
pling and in the prevention and
detection of fraud, waste and
abuse, and attended formal train-
ing in management and accounta-
bility.  They have shared their
expertise with other elements of
VBA and individuals from the OIG
have referred to their operation as
a “best practice.”

VI.  Discussion of Purchase and
Travel Card Usage

VA’s Financial Quality Assurance
Service conducts financial manage-
ment reviews of VHA and VBA field
facilities.  Purchase and travel card
programs are reviewed to deter-
mine if existing internal controls
provide adequate safeguards and
management oversight.  Travel and
purchase card transactions are
sampled to determine compliance
with applicable federal and VA reg-
ulations.  Findings and recommen-
dations are reported to facility
directors, Administration CFOs,
and the VA CFO.

Electronic
Government

Progress Achieved in 2003
VA developed a framework that sup-
ports high-level strategies to improve
electronic delivery of services to vet-
erans, beneficiaries, and other major
VA stakeholders.  The framework
provides a uniform approach for
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electronic forms management, Web-
based applications, identification and
authentication options, authorization
and access control, electronic signa-
ture, security, and data interchange
that supports the Department’s inter-
nal business processes and systems.
In 2003, VA built a superset data dic-
tionary from information collected
from veterans.  We intend to use the
information to provide veterans with
pre-populated forms when they
apply for and use VA services, in
either electronic or paper-based
form.  VA changed its form review
process to take advantage of oppor-
tunities where forms can be consoli-
dated or discontinued.  A One VA
forms Web site was launched, which
consolidated five existing Web sites.
This One VA Web site provides the
means for all VA transactions to be
available online in fillable formats,
and provides a single entry point and
source to access all VA forms.  

To move VA to the President’s vision
of electronic government, VA signed
official agreements with partner
agencies and provided funds to sup-
port GovBenefits, e-Loans, e-
Authentication, and Integrated
Acquisition Environment; signed a
working agreement with the General
Services Administration for USA
Services; provided DoD’s Defense
Finance and Accounting Service with
high-level requirements for payroll
systems and services (e-Payroll); and
is an active participant in the federal
e-Travel System managed by GSA.
VA’s participation in federal e-Gov
initiatives has increased from 11 to
16 of the initial 24 initiatives.  To
improve its internal operations, VA
developed plans to accomplish a
strong authentication system that
uses digital certificates allowing VA
users to authenticate their identity to
VA systems and applications; the
Department also took steps to

expand the use of public key infra-
structure (PKI).  In parallel to work-
ing on the federal e-Travel initiative,
VA recognized the need to improve
its travel management operations.
VA developed and began implement-
ing a streamlined and centralized
travel system, eliminating the three
separate systems formerly used.  

e-Payroll Initiative
During 2003, as part of the e-Payroll
initiative, OPM aligned VA with DoD’s
Defense Finance and Accounting
Service (DFAS) system.  VA has
begun to explore with DFAS various
conversion and configuration options
under the e-Payroll initiative. VA pro-
vided DFAS with a proposed
Interagency Agreement, which is
pending DFAS signature to begin the
work necessary for consolidation, i.e.,
fit-gap analysis, full requirements
analysis, detailed system change
requirements and estimated conver-
sion and operations costs for both VA
and DFAS.  VA is continuing to sup-
port DFAS in analyzing the
Department of Health and Human
Services’ title 38 requirements.  VA
will continue to work with DFAS and
OMB/OPM in 2004 on e-Payroll
requirements and documentation.

e-Travel
During 2003, VA began implementing
a new electronic travel system that
will allow travelers or travel
arrangers to electronically prepare
and submit travel information using a
Web-based capability.  E-travel will
provide a Departmentwide system
that will reduce cycle time for the
travel management process, central-
ize travel and budget information
online, reduce delinquency rates,
increase dollar savings from prompt
payment of travel card bills, and
reduce paperwork as a result of the
system’s end-to-end capabilities.  A
contract was awarded for VA’s e-

Travel solution and full implementa-
tion is slated for completion by the
end of the first quarter of 2004.

Plans and Major Actions to be
Addressed in 2004 
VA plans to continue to provide sup-
port and funding for the federal e-
Gov initiatives already underway,
and is committed to participating in
the remaining initiatives as they
evolve, including the federal crosscut-
ting initiative, e-Authentication.  VA
began efforts to incorporate forms
management and e-Gov strategies
into the Department’s Enterprise
Architecture version 3.0.

VA plans to develop a host of enter-
prise-wide software solutions and
corporate-wide licensing strategies;
continue to test electronic and infor-
mation technology products for
accessibility by individuals with dis-
abilities as required by section 508 of
the Rehabilitation Act; monitor the
quality of information published on
VA’s Web site as required by section
515 of the Data Quality Act; continue
work in creating an integrated con-
tact management capability; and
complete a centralized database of
veteran medical records. 

Budget and
Performance
Integration

VA has made a number of advance-
ments toward integrating budget and
performance:  Ongoing monthly per-
formance review meetings involving
VA senior leadership have provided a
continuous review of program per-
formance in the areas of financial
management, performance measure-
ment, workload and major construc-
tion, and information technology
projects.  The purpose of these meet-
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ings, chaired by the Deputy
Secretary, is to inform while identify-
ing issues through a detailed review
of Department resources.  Because
all VA programs are represented at
this meeting, the resulting manage-
ment decisions are immediately com-
municated and incorporated to
maximize resource utilization and to
help ensure achievement of annual
performance goals.

VA used OMB’s Program Assessment
Rating Tool (PART) to review five of
the Department’s nine programs.
The medical care, burial, and com-
pensation programs, which were
reviewed in 2002, were included in
the President’s 2004 budget.  VA
reviewed the programs on education
and research and development dur-
ing 2003, along with an update on
the medical care program.  The
results will be incorporated in the
President’s 2005 budget.

Two VA programs are participating in
Common Measures exercises: med-
ical care and vocational rehabilitation
and employment (VR&E).  VHA has
been working with DoD, the Indian
Health Service, and the Community
Health Centers programs in HHS to
develop and implement meaningful
performance measures of health care
programs.  VR&E is developing meas-
ures with the Departments of Labor,
Housing and Urban Development,
Education, and Interior to evaluate
the effectiveness of federal 
employment programs.

With the 2005 budget, VA is providing
a more complete picture of our
resource needs by better integrating
legislative proposals with the budget
request.  VA is submitting its 2005
budget using the same account struc-
ture first proposed in the 2004 budget.
The structure focuses on nine major
programs — medical care, research,

compensation, pension, education,
housing, vocational rehabilitation and
employment, insurance, and burial.
The 2004 budget is pending congres-
sional action.  The Administration is
negotiating with Congress over which
features of the proposed account
structure will be implemented.

Improved
Coordination of
VA and DoD
Programs and
Systems

VA and DoD established the Joint
Executive Council (JEC) to enhance col-
laboration.  The JEC is co-chaired by
VA’s Deputy Secretary and the Under
Secretary of Defense for Personnel and
Readiness.  The JEC reached agree-
ment on the Federal Health
Information Exchange, including a joint
strategy for interoperable electronic
records (HealthePeople); a standard-
ized reimbursement rate structure for
VA/DoD medical sharing agreements;
implementation of a Consolidated Mail
Outpatient Pharmacy (CMOP) pilot;
establishment of a joint physical exami-
nation pilot; increased cooperation in
capital asset planning; and a joint
strategic planning initiative. 

VA and DoD also established a
Benefits Executive Council (BEC),
chaired by the VA Under Secretary
for Benefits and the Assistant
Secretary of Defense for Force
Management.  The BEC will help
facilitate the transition of separating
servicemembers through initiatives
aimed at improving medical exami-
nation and establishment of eligibility
processes, facilitating enrollment in
the VA health care system, and expe-
diting disability compensation claims. 

The VA/DoD Health Executive
Council, co-chaired by VA’s Under
Secretary for Health and the Assistant
Secretary of Defense for Health
Affairs, meets bi-monthly and has
work groups for Information
Management; Clinical Practice
Guidelines; Patient Safety; Pharmacy;
Medical/Surgical Supplies; Benefits
Coordination; Financial Management;
Geriatric Care; Joint Facility
Utilization/Resource Sharing;
Education; and Deployment Health. 

VA and DoD have substantially
increased joint procurement activi-
ties.  As of July 2003, there were 84
joint VA/DoD contracts, 12 blanket
purchase agreements, and 2 tempo-
rary price reductions in place for
pharmaceuticals.  The 2003 cost
avoidance is estimated at $376 mil-
lion for VA and $104 million for DoD.
Ten high-volume prescription drugs
have been identified for joint con-
tracting possibilities in 2004.

VA and DoD staff meet regularly to
execute joint procurements for med-
ical/surgical supplies.  The first joint
contract for vital sign monitors is close
to award.  Requirements are being
developed for standardization of surgi-
cal instruments.  Other areas of inter-
est include patient controlled analgesia
pumps, steri-strips/surgical tape, and
skin staplers.  A memorandum of
agreement for high-tech medical
equipment was signed in August 2003. 

The CMOP pilot with three DoD facil-
ities is growing. Total prescription
fills through June 2003 were 333,603;
monthly fills have increased to
50,000.  Customer service satisfaction
surveys are consistently above 90
percent.  CMOP electronic interfaces
are completed and compliant with
the Health Information Portability
and Accountability Act and cyber
security requirements.  

FY 2003 Performance and Accountability Report 39



Faith-based
Initiatives

During 2003, VA implemented a
number of faith-based and communi-
ty initiatives.  Notices of Funding
Availability published this year clearly
identified faith-based organizations
as being eligible entities to apply for
funding under the VA homeless serv-
ice providers grant and per diem
program.  New VA regulations are
pending publication in the Federal
Register.  The new regulations, which
will be out for public comment, are
designed to reduce barriers identified
by faith-based representatives as
potential impediments to providing
services under VA’s only grant pro-
gram to non-profit organizations.

In 2003, VA established a technical
assistance provider to assist faith-
based organizations in applying for

funding to aid homeless veterans
under a variety of federal programs.

VA’s Office of Intergovernmental
Affairs, along with representatives
from VHA and VBA, participated in
each of the White House Faith-Based
and Community Initiatives Regional
Conferences during 2003, distributing
fact sheets and benefit information
and responding to hundreds of
requests for assistance.  VA is prepar-
ing to attend conferences scheduled
for 2004.  

While there are no requirements or
set-asides for faith-based organiza-
tions, we continue to monitor the
number and percentage of faith-
based organizations that provide
direct services to homeless veter-
ans.  The percentage of organiza-
tions funded and transitional beds
supported by VA exceeds 30 per-
cent.  Those percentages may

increase with enhanced outreach
and technical assistance.

VA conducted a review of the final
report presented by BETAH
Associates, a consulting group, and
the National Center for
Neighborhood Enterprise, Inc.
Discussions with faith-based organi-
zations that provide direct services
lead us to believe our relationships
are strong and extensive.  A variety
of efforts to enhance those historical
connections are ongoing.
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What We Accomplished

Charts for those key performance
measures that have data also
include the goals for 2004 and
strategic targets.  The performance
goals for 2004 might change
depending on Congress’ decisions
regarding VA’s appropriation for the
year.  Strategic targets are those
long-term goals that, when achieved
for a number of years, will indicate
that VA has reached the optimal
functioning in the area being meas-
ured.  Preliminary data are identi-
fied in the charts and a notation
indicates when the data will be
available.  We will publish final data
in the 2005 Congressional budget
and/or the FY 2004 Performance
and Accountability Report.

The strategic goals reflect the com-
bined efforts of all VA elements to
deliver benefits and services to dis-
abled veterans, veterans in transition

from the military, the overall veteran
population and their families, and
the Nation at large.  In addition to
our strategic goals, we have an
enabling goal that focuses on cross-
cutting management issues and fos-
ters a climate of world-class service
and benefits delivery.  The following
table identifies estimates of the total
resources the Department devoted

by program to the achievement of
these goals.  The resources spent to
achieve each goal below are approxi-
mated because we do not yet have
the sophisticated financial tools nec-
essary to precisely report the cost of
each goal.  Note that numbers might
not add due to rounding in this and
subsequent charts.

This section of the report presents detailed information on the Department’s

program performance during 2003.  The discussion is structured around

our strategic goals and objectives, as revised and approved by the Secretary

and published in VA’s strategic plan in July 2003.  The Department has

adopted these goals and objectives for strategic planning, performance

planning, and performance reporting purposes.  The set of key performance

measures presented in this report are re-evaluated annually and modified to

ensure they continue to fully address our objectives.  A few objectives have

no key performance measures at this time but they are under development.  
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Strategic Goal Resources by Responsible Program

Responsible Total Restore Ensure Honor and Support Enabling
Program Obligations Disabled a Smooth Serve National Goal
and Goal ($ in millions) Veterans Transition Veterans Goals

Medical Care $27,670 $14,303 $83 $12,648 $454 $177

Medical Research $1,005 $543 $463

Compensation $25,466 $25,466

Pension $3,367 $3,367

Education $2,184 $218 $1,966

Vocational Rehabilitation $665 $665

Housing $996 $996

Insurance $2,703 $100 $659 $1,945

Burial $336 $256 $80

Departmental Management $721 $42 $5 <$1M $673

Total ($ in millions) $65,115 $41,341 $3,704 $18,221 $997 $850



VA’s Key
Performance
Goals and
Measures

For 2003, VA’s senior

leadership identified 27 key

performance goals as critical to

the success of the Department.

Some of these deal with program

outcomes; others pertain to the

manner in which we administer

our programs.

The Department is committed to con-
tinuously improving the delivery of
benefits and services to veterans and
their families.  Whether the focus is
on enhancing the quality of health
care, expanding access to care,
reducing the time it takes to com-
plete claims for benefits, improving
the accuracy of claims processing, or
providing more veterans with a bur-
ial option, our aim is to improve our
performance each year.

At the end of each fiscal year, we
evaluate performance for the previ-
ous year and set new performance
targets that demonstrate our commit-
ment to continuous improvement.
The majority of our performance
measures remain the same from
year to year, but we will modify our
list in response to changing circum-
stances.  If our actual performance
has met or exceeded our original
goals and further performance
improvements are unlikely or unrea-
sonable, we will either drop the per-
formance measure or replace it. 

Some of VA’s key performance meas-
ures support achievement of more
than one strategic goal; however, we

have aligned them with the strategic
goal and objective that they most
closely support.  For each of the
objectives, we present:

• the performance measure or meas-
ures used to assess progress
toward achieving the goal;

• historical data;
• the means and strategies used to

achieve the actual level of perform-
ance;

• crosscutting activities with other
federal and private organizations;

• descriptions of any relevant man-
agement challenges affecting goal
achievement.

The source of the performance infor-
mation for key measures and how it
was validated is presented in the
Data Appendix in part IV on page
180.  Other goals and measures
deemed important by the program
offices continue to be monitored and
are presented in the data tables
beginning on page 86.

Note that in this report, years are fis-
cal years unless stated otherwise.
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Objectives

1.1 Maximize the physical, mental, and
social functioning of veterans with
disabilities and be recognized as a leader
in the provision of specialized health
care services.

1.2 Provide timely and accurate decisions
on disability compensation claims to
improve the economic status and quality
of life of service-connected veterans.

1.3 Provide all service-disabled veterans
with the opportunity to become
employable and obtain and maintain
suitable employment, while providing
special support to veterans with serious
employment handicaps.

1.4 Improve the standard of living and
income status of eligible survivors of
service-disabled veterans through
compensation, education, and 
insurance benefits.
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Strategic Goal 1
VA will restore the capability of veterans with disabilities by maximizing the ability of these veterans, including

special veteran populations, and their dependents and survivors to become, to the degree possible, full and

productive members of society through a system of health care, compensation, vocational rehabilitation, life

insurance, dependency and indemnity compensation, and dependent’s and survivor’s education.  This system of

benefits and services is aimed toward the broad outcome of restoring the individual capabilities of our Nation’s

veterans with disabilities.

The following table identifies estimates of the total resources devoted to this strategic goal and its associated objectives.

Performance Measures

• Percent of veterans who were discharged
from a DCHV Program, or  HCHV
Community-based Contract Residential
Care Program to an independent or a
secured institutional living arrangement.

• Average days to process C&P rating-
related actions.

• Average days pending for C&P rating-
related actions.

• Average number of days to obtain
service medical records.

• National accuracy rate for core rating
work.

• Vocational rehabilitation and
employment rehabilitation rate.

No Key Measure

$14,850

$25,508

$665

$318

22.8%

39.1%

1.0%

0.8%

Strategic Goal 1
Restore the capability of veterans with disabilities to the greatest extent possible and
improve the quality of their lives and that of their families.

$41,341 63.5%

FY 2003
Obligations

($ in Millions)

% of Total VA
Resources



The programs outlined above suc-
cessfully met our goal of placing 65
percent of homeless veterans into
independent or secured living
arrangements upon discharge by
achieving 72 percent.  VA is focused
on promoting the health, independ-
ence, quality of life, and productivity
of all special population veterans
including homeless veterans.
Discharge to non-institutional com-
munity living or a secured institution-
al living arrangement is a positive
health outcome. 

VA is continuing to support an
increase in the number of residential
beds in the community, funded
under VA’s Homeless Providers Grant
and Per Diem Program that offers
continued supervised housing with
support services for homeless veter-
ans in structured, supervised residen-
tial programs designed to reduce the

risk of homelessness.  VA will provide
a continuum of specialized care for
homeless veterans that includes: 1)
VA outreach and case management
services; 2) residential treatment in
VA’s DCHV; 3) transitional supported
housing and supportive service cen-
ters provided by faith-based and
community-based organizations
through VA’s Homeless Providers
Grant and Per Diem Program; 4)
assistance with employment through
VA’s Compensated Work Therapy
(CWT) Program coupled with VA
community-based supported housing
in CWT/Transitional Residential
(CWT/TR) Programs; and 5) assis-
tance with permanent housing
through a joint program with the
Department of Housing and Urban
Development (HUD) in which HUD
provides dedicated Section 8 vouch-
ers for homeless veterans and VA
provides ongoing case management

services.  VA works with a number
of government agencies as well as
private sector groups to provide
services to homeless veterans.
Improvements in the overall health
of special populations will be affect-
ed, in part, by constituencies who
influence these programs as well as
by other government agencies and
private interest groups.

Some of our crosscutting activities
include:
• VA's Homeless Providers Grant and

Per Diem Program provides grants
to community-based organizations,
state or local governments, or
Native American tribes to assist
with the construction or renovation
of new transitional beds and other
supportive services programs.

• Under VA's Community
Homelessness Assessment, Local
Education and Networking Groups
for Homeless Veterans program,
VA medical centers work with rep-
resentatives from other federal
agencies, state and local govern-
ments, and community-based
service providers to identify the
unmet needs of homeless veter-
ans and develop action plans to
meet these needs.

• In conjunction with DoD and GSA,
VA distributes excess property (e.g.,
sleeping bags, blankets, and cloth-
ing) for homeless veterans through
the Compensated Work Therapy
Program, which employs formerly

Objective 1.1
Maximize the physical, mental, and social functioning of veterans with disabilities and be recognized as a leader in

the provision of specialized health care services.

Performance Goal
Maintain at 65 percent the veterans who were discharged from a Domiciliary Care for Homeless Veterans

(DCHV) Program or Health Care for Homeless Veterans (HCHV) Community-based Contract Residential Care

Program to an independent or a secured institutional living arrangement.
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Although VA made positive improve-
ment in the average days to process
a rating claim compared to 2002 per-
formance, reducing the cumulative
average by 41 days, we did not meet
the Secretary’s priority of 165 days,
achieving an average of 182 days in
2003.  However, the average process-

ing time for veterans who received a
decision during the last 3 months of
the fiscal year was below our month-
ly 2003 plan.  We continued to priori-
tize the oldest claims in our inventory
as well as claims from our older vet-
eran population.  VBA restructured
the Veterans Service Centers at all

regional offices as well as the
Pension Maintenance Centers, and
redesigned the work flow to reflect
the steps in the claims process,
allowing increased efficiencies and
reduced cycle times.  As we continue
to analyze and make improvements
in our processing cycles and work to
further reduce our pending invento-
ry, the length of time required to
process claims will continue to
decline.  We anticipate the 2004 goal
will be met.

Our partnership with the Department
of Defense (DoD) and our liaison
work with the Center for Unit
Records Research will be major fac-
tors in decreasing the average num-
ber of days to process a disability
compensation claim.  VBA and VHA
are developing a joint examination
protocol with DoD for servicemem-

homeless veterans in various tasks.
• VA and HUD jointly sponsor the

HUD-VA Supported Housing (HUD-
VASH) Program for homeless veter-
ans in 35 locations across the
country.  VA clinicians provide
ongoing case management for
homeless veterans who have
received dedicated Section 8 hous-
ing vouchers from HUD.

• VA serves on the Interagency
Council on the Homeless, which
serves as a forum for the exchange
of information to ensure coordina-

tion of federal efforts to assist the
Nation's homeless population.  The
VA Secretary is a Co-Vice Chair. 

• The Department of Labor's
Homeless Veterans Reintegration
Project’s grant recipients coordinate
their efforts to assist homeless vet-
erans with employment and voca-
tional training with VA's HCHV and
DCHV programs.

• HCHV and DCHV staffs coordinate
outreach and benefits certification
at three sites to increase the num-
ber of eligible homeless veterans

who receive Supplemental Security
Income or Social Security Disability
Income benefits and to otherwise
assist in their rehabilitation.

• VA collaborates with U.S. Vets,
Inc. and the Corporation for
National Service to expand
AmeriCorps member services to
homeless veterans. 
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Objective 1.2
Provide timely and accurate decisions on disability compensation claims to improve the economic status and quality

of life of service-connected veterans.

Performance Goal
Complete rating-related actions on compensation and pension (C&P) claims in an average of 165 days.



Although we did not meet our goal
of 100 days for pending C&P rating-
related actions, we have demonstrat-
ed significant improvement in this
category.  Many of the factors influ-
encing our performance of 111 days

in 2003, and which will enable us to
continue to improve, are discussed in
the previous narrative. 

In addition to prior steps discussed,
we believe our Training

Responsibility Involvement
Preparation program will assist in
meeting this goal for 2004.  This pro-
gram for veteran service officers pro-
vides training and certification of
skills in the proper procedures of
developing a claim.  The mastery of
these skills will enable faster process-
ing.  

In 2004, as we progress in our budg-
et account restructuring efforts and
align with our revised strategic plan,
we will begin reporting this data for
each program – Compensation and
Pension – separately as key perform-
ance measures.  We will continue to
follow this joint measure as a sup-
porting measure.

bers leaving active military service.
There are currently 30 DoD sites
using the "One Exam" protocol,
which meets DoD’s discharge
requirements as well as VA’s com-
pensation requirements.  We are cur-
rently working with the DiLorenzo
TRICARE Health Clinic at the
Pentagon to develop a separation
examination protocol that would be
universally accepted by all service
departments.

Access to DoD databases providing
information on servicemembers such
as combat history, service dates,
reserve status/drill dates, dependen-
cy information, and history of expo-

sure to radiation and other toxins will
assist in achieving our goals. 

We will continue the use of techno-
logical enhancements to applications
such as RBA2000 (Rating Board
Automation 2000), CAPRI
(Compensation and Pension Record
Interchange), and MAP-D (Modern
Award Processing – Development).
This will speed the processing of
claims and assist in ensuring quality
improvements.

As a part of the Casualty Assistance
program, all in-service death claims
are now processed in our
Philadelphia Regional Office.  In July

2003, a Web-based application was
installed to automate and expedite
the return of service medical records
for servicemembers recalled to active
or reserve duty. 

In 2004, as we progress in our budg-
et account restructuring efforts and
align with our revised strategic plan,
we will begin reporting this data for
each program – Compensation and
Pension – separately as key perform-
ance measures.  We will continue to
follow this joint measure as a sup-
porting measure.
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Performance Goal
Decrease to 100 the average days pending for Compensation and Pension rating-related actions.



The accuracy rate continued to
improve achieving 85 percent as of
July 2003, within 3 percentage points
of our plan.  Final data will be
available in December 2003.  With
increased sample reviews and
ongoing training, we anticipate future
accuracy goals will be met. 

In order to ensure that quality is a
top priority, VBA is requiring
feedback and accountability for
corrective actions by the regional
offices.  Certification of the corrective
action is required for every error

documented on national accuracy
reviews.  VBA headquarters reviews
the corrective action reports to
determine adequacy of the corrective
actions.  In addition, reliability of the
reports will be monitored during
periodic site visits.  Beginning in
2004, formal quality improvement
plans will be required of all regional
offices with an accuracy rate below
80 percent.

Training remains a VBA priority.
Various mediums are used for
centralized training including satellite

broadcasts, training letters, and
computer-assisted training.  Local
training is based on needs identified
through ongoing individual
performance reviews. 

VBA has implemented a national
individual performance review plan
with standardized review categories,
sample size, and performance
standards.  In addition, VBA
developed a supplemental review to
monitor the quality of written
communication for clarity and
conciseness (as opposed to technical
accuracy measured as part of the
standard Statistical Technical
Accuracy Reviews).  Reviews will be
initiated in the beginning of 2004.

In 2004, as we progress in our
budget account restructuring efforts
and align with our revised strategic
plan, we will begin reporting this
data for each program –
Compensation and Pension –
separately.

This new measure is still under
development.  An extensive review
was conducted in 2003 concerning
the processing of service medical
record requests.  One finding from

the study was that the current auto-
mated request system, the
Personnel Interface Exchange
System, does not capture the data
needed to accurately track and

record this measure.  Consequently,
the measure is "to be determined"
while alternative solutions are
explored.  In the future, this will not
be reported as a key measure.
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Performance Goal
Reduce the average number of days to obtain service medical records.

Performance Goal
Increase to 88 percent the national accuracy rate for Compensation and Pension core rating work.



Vocational Rehabilitation and
Employment (VR&E) did not meet its
goal of a 65 percent rehabilitation
rate for service-disabled veterans
who exited a vocational rehabilita-
tion program and acquired and
maintained suitable employment
but achieved 59 percent.  Fewer
employment opportunities coupled
with a greater number of veterans
who chose to leave the program
before completion had a negative
effect on achieving our targeted
rehabilitation rate. 

VR&E will continue to focus on train-
ing with an emphasis on the
Employment Specialist position as a
means of improving the rehabilita-
tion rate.  This emphasis will build
on the initiatives of 2003.  For exam-
ple, several Employment Specialists
completed an accredited program
through the George Washington
University.  In addition, VR&E con-
ducted a national training confer-
ence for all Employment Specialists,
focusing on how they can network

with the local business community to
help veterans secure suitable
employment.

VR&E will analyze the reasons veter-
ans drop out of training programs
before they are rehabilitated.  The
goal is to identify preventative actions
that could be taken to avoid attrition.

VR&E is in the final year of our access
initiative.  Through this initiative,
VR&E increased the number of staff
members located outside of the
regional office so that service is more
accessible to veterans across the
country.  VR&E also initiated a longi-
tudinal study to examine the Chapter
31 program for veterans with service-
connected disabilities.  This study will
look at the characteristics of the indi-
vidual, the region of the country in
which the veteran resides, and the
strength of the economy at the time
of service.

VA has partnered with the
Department of Labor to provide

information on training via the DOL
Career One-Stop Training and
Education Center.  This resource
helps VR&E staff to locate informa-
tion on available training and ways to
fund training. 

VA and DoD have collaborated on an
online, Internet application that helps
identify the skills, duties, job descrip-
tion, physical requirements, and
training requirements of military
occupational specialties and their
related civilian occupations.  This
application was developed especially
for Chapter 31 Vocational
Rehabilitation evaluations. 
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Objective 1.3
Provide all service-disabled veterans with the opportunity to become employable and obtain and maintain suitable

employment, while providing special support to veterans with serious employment handicaps.

Performance Goal
At least 65 percent of all veteran participants who exit the vocational rehabilitation program will be rehabilitated.



VA’s compensation program provides
monthly payments to the surviving
spouses, dependent children, and
dependent parents in recognition of
the economic loss caused by a veter-
an’s death during military service or,
subsequent to discharge from mili-
tary service, as a result of a service-
connected disability.  These
payments assisted in improving the
economic status of more than
300,000 surviving spouses and family
members during 2003.  The average
annual benefit payment was about
$12,500.

The Department also provides educa-
tion benefits to children and spouses
of veterans who died of a service-
connected disability or whose serv-
ice-connected disability is rated
permanent and total.  These educa-
tion benefits place the family mem-
bers in a better position to find
suitable employment and ultimately
improve their economic standing.

VA furnished education and training
benefits to over 54,350 dependents
for the 9 month period ending June
30, 2003, with an average annual
benefit of over $4,100.

VA’s insurance program offers life
insurance benefits to veterans and
servicemembers who may not be
able to obtain commercial insurance
due to lost or impaired insurability
resulting from military service.  The
Department paid approximately $1.7
billion in death claims during 2003,
thus easing the economic impact on
survivors of servicemembers and
veterans.

There are currently no key perform-
ance measures associated with this
objective.

Objective 1.4
Improve the standard of living and income status of eligible survivors of service-disabled veterans through

compensation, education, and insurance benefits.
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Strategic Goal 2
Veterans will be fully reintegrated into their communities with minimum disruption to their lives through health

care, readjustment counseling, employment services, vocational rehabilitation, education assistance, and home

loan guarantees.
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Objectives

2.1 Ease the reentry of new veterans into
civilian life by increasing awareness of,
access to, and use of VA health care,
benefits, and services.

2.2 Provide timely and accurate
decisions on education claims and
continue payments at appropriate levels
to enhance veterans’ and
servicemembers’ ability to achieve
educational and career goals.

2.3 Improve the ability of veterans to
purchase and retain a home by meeting
or exceeding lending industry standards
for quality, timeliness, and foreclosure
avoidance.

Performance Measures

• Percent of claimants who are Benefits
Delivery at Discharge participants.

• Percent of VA medical centers that
provide electronic access to health
information provided by DoD on
separated service persons.

• Average days to complete original
education claims.

• Average days to complete supplemental
education claims.

• Foreclosure avoidance through servicing
(FATS) ratio.

$742

$1,966

$996

1.1%

3.0%

1.5%

Strategic Goal 2
Ensure a smooth transition for veterans from active military service to civilian life. $3,704 5.7%

FY 2003
Obligations

($ in Millions)

% of Total VA
Resources

The following table identifies estimates of the total resources devoted to this strategic goal and its associated objectives.



In 2003, we surpassed our goal by
achieving 100 percent of VA medical
centers that provide electronic access
to health information provided by
DoD on separated service persons.
The Federal Health Information
Exchange/Government Computerized
Patient Record is fully installed and
functioning at all sites.  The program
offices will continue working with
DoD to expand from the initial func-
tionality of this electronic access
process in order to further facilitate
the transition of veterans from DoD
to VA.  Veterans will be fully integrat-

ed into their communities through
transitional health care and readjust-
ment counseling services. 

VHA measures success through the
coordination of electronic informa-
tion on separated service persons
with DoD.  Full access to this infor-
mation will enable VA to provide a
seamless transition for recently sep-
arated service persons enrolling in
the VA health care system.  The suc-
cess of achieving this performance
goal depended on VA and DoD
cooperation, not only in implement-

ing this initiative but also in the abil-
ity of the two agencies to develop a
way for the systems to communicate
electronically.  VA is working with
DoD officials to support claims
development and the physical
examination process prior to separa-
tion.  In conjunction with DoD, VA
develops and implements clinical
practice guidelines with a long-range
view toward ensuring continuity of
care and a seamless transition for a
patient moving from one system to
the other.

Twenty-two percent of claimants
were Benefits Delivery at Discharge
participants in 2003.  The measure is
new and still under development.  A
study is being conducted to evaluate

the effectiveness of the program.
The evaluation results will assist in
determining future goals and how to
increase the participation of all dis-
charged servicemembers from all

branches of service.  Although we
will continue to monitor our progress
with this measure, it will no longer
be reported as a key measure.
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Objective 2.1 
Ease the reentry of new veterans into civilian life by increasing awareness of, access to, and use of VA health care,

benefits, and services.

Performance Goal
Increase the percent of claimants who are Benefits Delivery at Discharge participants.

Performance Goal
Increase to 50 percent the VA medical centers that provide electronic access to health information provided by DoD

on separated service persons.



We surpassed our goals for 2003 by
achieving 23 days to process original
education claims and 12 days to
process supplemental education
claims.  We continued improvements
to the Electronic Certification
Automated Processing (ECAP) sys-
tem, increasing the number of cases
processed electronically.
Approximately 6 percent of all
incoming work is processed through
ECAP.  This is double the amount
processed in 2002.

We continued to dedicate case man-
agers for claims processing through
the use of seasonal employees and
education liaison representatives for
other duties as necessary.  Seasonal
employees proved to be most benefi-
cial during peak workload periods
(August-October and January-
February).  We also made judicious
use of overtime to reduce pending
workload.  Since the education busi-
ness line receives the majority of its

work during the spring and fall
enrollment periods, we schedule
overtime during these time periods
to keep the pending workload under
control. 

A VBA team conducts on-site visits at
each regional processing office (RPO)
to monitor compliance and opera-
tional performance.  In addition,
ongoing quality assurance reviews
are conducted for each RPO.  VBA
created an Intranet site with job aids
to assist employees in processing
claims and to allow sharing of best
practices among the RPOs. 

Legislation enacted in early 2002
contained provisions such as the
acceleration of payment for high-
technology courses and tuition assis-
tance top-up (TOP-UP).  Accelerated
payment claims will be processed
with a more time-consuming "out-of-
system" approach for the foreseeable
future until systems can be modified

to accommodate these claims.  TOP-
UP claims will be processed in the
system but will also require addition-
al procedural steps.  Since these
types of claims require additional
time to process, close monitoring will
be necessary in 2004 to ensure that
accomplishment of our performance
goals is sustained. 

Overall processing timeliness is
affected by the quality of the enroll-
ment information and certification
received from school officials.  To
improve overall processing time, VA
developed an electronic education
certification program (VACERT) that
allows schools to send enrollment
certifications to VA regional process-
ing offices electronically.  At this
time, over half of all schools use
VACERT.  An Internet application,
eCERT, will replace VACERT, making
the application more attractive to
schools.  This system was deployed
on a limited basis in 2003 and will
be expanded in 2004.  In addition,
we continued to offer "new certify-
ing official" training in 2003 and will
continue in 2004.  Certifying officials
are employed by educational institu-
tions to serve the veteran/student
and submit enrollment information
to VA for use in paying benefits.  The
more knowledge they possess, the
more they are able to assist VA in
serving veterans’ needs.
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Objective 2.2 
Provide timely and accurate decisions on education claims and continue payments at appropriate levels to enhance

veterans’ and servicemembers’ ability to achieve educational and career goals.

Performance Goal
Process original and supplemental education claims in 29 and 15 days, respectively. 



We surpassed our goal of 44 percent
to improve the foreclosure avoidance
through servicing ratio by achieving
47 percent in 2003.

VA began performing a complete
review and redesign of the loan serv-
icing function in 2003, which will
continue in 2004.  VA plans to move
closer to performance and opera-
tional standards used by large private
sector loan service providers and
lenders.  Among the standards being
considered to prevent foreclosures
and improve the FATS ratio will be an
emphasis on the use of financial
incentives as well as affording greater
flexibility to primary loan service
providers of VA-guaranteed loans.

Delinquent loan servicing has con-
tributed to improvements to the FATS
ratio over the last three fiscal years,
and its importance will continue to
be emphasized at the management
and operational levels.  Economic

factors such as interest rates, real
estate appreciation, and employment
levels impact on the ability of veter-
ans to purchase a home and avoid
foreclosure in the event of default.
Achievement of this performance
goal is not directly dependent on
other agencies.  VBA has close inter-
action with the real estate industry.
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Objective 2.3 
Improve the ability of veterans to purchase and retain a home by meeting or exceeding lending industry standards

for quality, timeliness, and foreclosure avoidance.

Performance Goal
Improve the foreclosure avoidance through servicing (FATS) ratio to 44 percent. 
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Strategic Goal 3
Veterans will have dignity in their lives, especially in time of need, through the provision of health care, pension

programs, and life insurance, and the Nation will memorialize them in death for the sacrifices they have made for their

country.  VA will achieve this goal by improving the overall health of and providing a continuum of health care for all

enrolled veterans and eligible family members.  VA will ensure that the burial needs of veterans and eligible family

members are met, and provide veterans and their families with timely and accurate symbolic expressions of remembrance.

Objectives

3.1 Provide high quality, reliable, accessible,
timely and efficient health care that
maximizes the health and functional status
for all enrolled veterans, with special focus
on veterans with service-connected
conditions, those unable to defray the cost,
and those statutorily eligible for care.

3.2 Process pension claims in a timely and
accurate manner to provide eligible
veterans and their survivors a level of
income that raises their standards of living
and sense of dignity.

3.3 Maintain a high level of service to
insurance policy holders and their
beneficiaries to enhance the financial
security for veterans’ families.

3.4 Ensure that the burial needs of veterans
and eligible family members are met.

3.5 Provide veterans and their families with
timely and accurate symbolic expressions
of remembrance.

The following table identifies estimates of the total resources devoted to this strategic goal and its associated objectives.

Performance Measures

• Chronic Disease Care Index II.

• Prevention Index II.

• Percent of patients rating VA health care
service as "very good" or "excellent" –
inpatient and outpatient.

• Average waiting time for new patients
seeking primary care clinic appointments.

• Average waiting time for next available
appointment in specialty clinic.

• Increase the aggregate of VA, state, and
community nursing home and non-
institutional long-term care as expressed by
average daily census – institutional and
non-institutional.

• See measures under 1.2

• Average days to process insurance
disbursements.

• Percent of veterans served by a burial
option within a reasonable distance of their
residence.

• Percent of respondents who rate the quality
of service provided by the national
cemeteries as excellent.

• Percent of graves in national cemeteries
marked within 60 days of interment.

$12,648

$3,372

$1,945

$205

$51

19.4%

5.2%

3.0%

0.3%

0.1%

Strategic Goal 3
Honor and serve veterans in life and memorialize them in death for their sacrifices on
behalf of the Nation.

$18,216 28.0%

FY 2003
Obligations

($ in Millions)

% of Total VA
Resources



We surpassed our goal of 78 per-
cent in 2003 to increase the scores
on the Chronic Disease Care Index
(CDCI) II by achieving 80 percent
as of June 2003.   Final data will be
available in November 2003.  VA
ensures the consistent delivery of
health care by implementing stan-
dard measures for the provision of
evidence-based care by focusing
on the use of the CDCI.  This index
is based on the performance of
specific processes, provision of cer-
tain clinical services, or achieve-
ment of certain (proxy) outcomes
for which the medical literature
has documented evidence of a
relationship to good health out-
comes.  The CDCI II measures how
well VA follows nationally recog-
nized clinical guidelines for treat-
ment and care of patients with one
or more high-volume diagnoses.  A
large percentage of veterans have
one or more of these high-volume

diseases, and improved manage-
ment results in improved health
outcomes for veterans. 

VA has experienced success in a
number of the individual indicators
within the index, and the overall
summary score reflects that success.
In the future, indicators that have
shown sustained performance will be
retired and new indicators will be
added that identify further opportu-
nities for improving health care out-
comes.  This measure will be
described in 2004 as the Clinical
Practice Guidelines to reflect these
modifications.
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Objective 3.1 
Provide high quality, reliable, accessible, timely and efficient health care that maximizes the health and functional

status for all enrolled veterans, with special focus on veterans with service-connected conditions, those unable to

defray the cost, and those statutorily eligible for care.

Performance Goal
Increase the scores on the Chronic Disease Care Index II to 78 percent.



We surpassed our goal of reaching 80
percent on the Prevention Index II by
achieving 83 percent as of June 2003.
Final data for this measure will be

available in November 2003.  VA has
continued to experience improvement
on the index each year.  The core indi-
cators reflect the main prevention

activities deemed key for the veteran
population and these will continue to
receive priority focus.  VA continues to
review and expand prevention meas-
ures as clinical evidence dictates.  VA
also includes additional patient popu-
lations when and where appropriate.
The goal of these activities is to ensure
consistent delivery of health care by
implementing standard measures for
the provision of preventive care.  The
prevention measure includes several
indicators that allow comparison of
VA and private health care outcomes.
These comparisons demonstrate that
VA meets or exceeds other health care
agencies in many of the prevention
indicators.
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Overall ratings of care as "very
good" or "excellent" have risen from
2002 to 2003, and VHA was success-
ful in surpassing the goals for 2003
by achieving 73 percent for inpatient

satisfaction and 74 percent for outpa-
tient satisfaction.  Since the new sur-
vey is only in its second year, a trend
analysis to determine the full implica-
tion of this increase is not yet possi-

ble.  VHA will continue to strive to
improve patient satisfaction in all
areas of service.  Surveys are sent to
patients who have received care in
both the inpatient and outpatient set-
tings.  Veteran satisfaction will contin-
ue to be benchmarked to other large
organizations.  The Survey of Health
Experiences of Patients (SHEP) is a
new inpatient and outpatient survey
that incorporates new questions.  VA
began using SHEP in the second
quarter of 2002.  Access and waiting
times will affect achievement of this
performance goal.  An increase in
enrollment without a corresponding
increase in resources would negative-
ly impact patient satisfaction. 

Performance Goal
Increase to 70 percent the proportion of inpatients and to 71 percent the proportion of outpatients rating VA health

care service as "very good" or "excellent."

Performance Goal
Increase to 80 percent the scores on the Prevention Index II.



VA also focused efforts to reduce the
average waiting time for next avail-
able appointments in specialty clinics
to 60 days and, as of August, the

average wait was 45 days.  Final data
will be available in November 2003.
Initiatives to improve access to care
continue to be a high priority.  VA is

working to improve access, conven-
ience, and timeliness of VA health
care services.  Data on all current
waiting times measures include all
patient users except those pending
scheduling of their first appointment
and, therefore, show an incomplete
picture.  As a result, VA has devel-
oped other clinic wait time measures
to quantify the wait times of patients
new to the specialty clinic and those
with an established relationship.  The
data from the new measures help
improve decision-making.  Continued
unlimited enrollment without corre-
sponding resources to handle the
expanding workload would result in
longer waiting times. 

VA surpassed the goal of reducing the
average waiting time for new patients
seeking primary care clinic appoint-
ments to 45 days by achieving 43
days as of August 2003.  Final data

will be available in November 2003.
VA is working to improve access, con-
venience, and timeliness of VA health
care services.  Data on all current
"waiting times" measures include all

patient users except those pending
scheduling of their first appointment,
and therefore, show an incomplete
picture.  As a result, VA has devel-
oped other clinic wait time measures
to quantify the wait times of new
enrollees.  The data from the new
measures help improve decision-
making as it relates to the increase in
numbers of new enrollees.  VA has
also developed and is implementing a
standardized entry process for new
enrollees.  This process will assist in
the automated collection of relevant
wait time information at the time a
veteran enrolls in the system.
Continued unlimited enrollment with-
out corresponding resources to han-
dle the expanding workload will
result in longer waiting times. 
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Performance Goal
Reduce the average waiting time for new patients seeking primary care clinic appointments to 45 days.

Performance Goal
Reduce the average waiting time for the next available appointment in a specialty clinic to 60 days. 



The Department has adopted a new
budget account structure that will
allow us to more closely link
resources with results and to under-
stand better the full cost of our pro-
grams.  One facet of this new account
structure, which was presented with
our 2004 Congressional budget, is to
make a clear distinction between the
compensation program and the pen-
sion program.  Traditionally, these
two programs have been viewed
together as part of the overall claims

processing activity in VA.  But, as we
move forward with the implementa-
tion of the new budget account struc-
ture, we are refining our performance
measures so that they are more
specifically linked to the two pro-
grams separately.  Refer to page 39
for more information on the VA
account restructuring initiative.  Refer
to page 45 for a discussion of the
timeliness and accuracy of claims
processing, which includes both com-
pensation and pension claims.  We

will begin reporting these activities
separately in 2004.

VA began to centralize processing of
the pension maintenance workload
in January 2002.  Previously per-
formed at all 57 regional offices,
these functions have been consoli-
dated at 3 sites.  Centralized process-
ing of the pension program allows
the Department to focus more
resources on the compensation
claims inventory. 

VA fell short of achieving the goals of
a lower average daily census of
32,429 for institutional care and a
higher average daily census of 19,561
for non-institutional care but
achieved 33,031 and 17,583 respec-
tively, as of August 2003.  Final data
for both measures will be available in
November 2003. 

VHA is striving to meet the needs of
veterans for both institutional nursing
home care and non-institutional care.
Enrollee demand for long-term care
continues to shift from a focus prima-
rily on institutional, or nursing home
care to a more expansive use of non-
institutional care, e.g., home-based
primary care, adult day health care,
etc., which demonstrates our com-
mitment to providing quality health

care in the most appropriate and
least restrictive environment possible.
Targets for non-institutional care
were reduced to account for method-
ology changes in capturing and cal-
culating census.  Although VA fell
slightly short of the revised 2003 goal
of 19,561 average daily census, in
part due to the availability of com-
munity resources, great strides have
been made towards meeting the
needs of veterans for these services. 

In the coming year, focus will be on
promoting even greater access to
non-institutional services.  VA is
implementing a Care Coordination
Program, a care delivery process that
strives to maintain elderly veterans in
the home setting as long as possible.
In the face of a declining but aging

veteran population, VA will continue
to explore the use of community
nursing home beds, and expand
access to long-term care alternatives
to institutional care with an emphasis
on community-based and in-home
care.  The success of achieving this
performance goal will partially
depend on the availability of commu-
nity resources capable of providing
the necessary long-term care. 
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Performance Goals
Increase the aggregate of VA, state, and community nursing home and non-institutional long-term care as expressed

by average daily census to 32,429 and 19,561, respectively.

Objective 3.2
Process pension claims in a timely and accurate manner to provide eligible veterans and their survivors a level of

income that raises their standard of living and sense of dignity.



The insurance program exceeded its
plan of 2.8 days by maintaining an
average processing time of 2.4 days
for disbursements. 

The single most significant factor
impacting this measure is the
Paperless Processing initiative.  The
imaging capabilities of this initiative
will reduce the time required for pro-
cessing disbursements and other
services.  The paperless workflow
automatically routes work to appro-
priate staff, thus decreasing death
claims processing time.  The
Paperless Office workflow pilot
began in July 2002 with 1 percent of
insurance death claims work and was
expanded in September 2003 to
include 100 percent of those claims. 

In addition, we continue to enhance
our paperless workflow procedures.
The latest modification provides for
an instantaneous automated screen-
ing of computer system inputs to

determine if they meet programming
specifications.  If not, the person sub-
mitting the work is informed of the
rejected inputs within 15 minutes so
they can be corrected and re-insert-
ed.  Once passed through this
screening, internal control auditors
evaluate the work for accuracy and
submit it to the system for final pro-
cessing.  This new workflow proce-
dure will improve the timeliness of
service to customers by enabling
quicker turnaround time in process-
ing rejects and will reduce the work-
load of our Internal Control Unit by
reducing repeat verifications.

We have undertaken various other
actions to improve the timeliness of
disbursements, including special post
office boxes, improvements in pro-
cessing returned mail, and the elimi-
nation of data processing delays.  For
example, special post office box
numbers are assigned for death
claims, loans, and cash surrenders.

Therefore, all disbursement applica-
tions are separated from the general
correspondence by the Postal Service
before they enter the insurance cen-
ter.  The applications are delivered
directly to the operating divisions
eliminating the time it would take to
sort and distribute the mail. 

In 2004, we are planning to add both
policy loans and cash surrenders into
the paperless workflow.  This should
further improve our average process-
ing time. 
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Objective 3.3 
Maintain a high level of service to insurance policy holders and their beneficiaries to enhance the financial security

for veterans’ families.

Performance Goal
Maintain average processing time for insurance disbursements at 2.8 days.



In 2003, VA exceeded the goal of
providing a burial option to 74.4
percent of the veteran population
within 75 miles of their residence
by achieving 75.2 percent.  VA’s
performance above plan was due
in part to the opening of new state
veterans cemeteries in 2003 and
updated veteran population data.

In 2003, VA continued planning for
the development of six new nation-
al cemeteries.  When open, these
cemeteries will provide a burial
option within 75 miles of the resi-
dence of over two million veterans
not currently served.  In fall 2001,
operations began at Fort Sill
National Cemetery, near Oklahoma
City.  By the end of 2003, property
had been acquired, and action is
now underway, to develop new
national cemeteries to serve veter-
ans in the areas of Atlanta, Detroit,
Pittsburgh, and South Florida.  We
are currently in the process of
acquiring land for the establish-
ment of a new national cemetery

to serve veterans in the
Sacramento area.

VA monitors gravesite usage and
projects gravesite depletion dates
at open national cemeteries that
have land for future development.
As those cemeteries approach their
gravesite depletion dates, VA
ensures that construction to make
additional gravesites or columbaria
available for burials is completed.
In 2003, VA completed construction
projects to extend burial opera-
tions at four national cemeteries.
Appropriate land acquisition is a
key component to providing con-
tinued accessibility to burial
options.  VA will continue to identi-
fy national cemeteries that are
expected to close due to depletion
of grave space and determine the
feasibility of extending the service
life of those cemeteries by acquir-
ing adjacent or contiguous land or
by constructing columbaria.  These
actions, which depend on such fac-
tors as the availability of suitable

land and the cost of construction,
are not possible in every case.

To complement our system of
national cemeteries, VA administers
the State Cemetery Grants
Program, which provides grants to
states of up to 100 percent of the
cost of establishing, expanding, or
improving veterans cemeteries
owned and operated by the states.
In 2003, a total of 54 operating
state veterans cemeteries per-
formed over 18,000 interments, and
grants were obligated to establish,
expand, or improve state veterans
cemeteries in 11 states.  In 2003,
new state veterans cemeteries
began operations at Bloomfield and
Jacksonville, Missouri; Caribou,
Maine; Fort Dodge, Kansas; and
Fort Huachuca, Arizona.  These five
state veterans cemeteries provide a
burial option within 75 miles of the
residence of more than 140,000
veterans and their families not pre-
viously served. 
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Objective 3.4 
Ensure that the burial needs of veterans and eligible family members are met.

Performance Goal
Increase the percent of veterans served by a burial option in a national or state veterans cemetery within a

reasonable distance (75 miles) of their residence to 74.4 percent by the end of 2003. 



Satisfaction with the quality of service
provided by national cemeteries has
improved since 2002 and remains at
a high level.  Ninety-four percent of
respondents rated the quality of serv-
ice provided by the national cemeter-
ies as excellent in 2003, falling short
of VA’s goal by 1 percent.  VA strives
to provide high quality, courteous,
and responsive service in all of its
contacts with veterans and their fami-
lies.  Cemetery service goals are set
high in keeping with the expectations
of the families of individuals who are
interred and other visitors.  NCA is
reviewing information provided by
survey respondents to identify
opportunities for improvement.

To further enhance access to infor-
mation and improve service to veter-
ans and their families, NCA installs
kiosk information centers at national
and state veterans cemeteries to
assist in finding exact gravesite loca-
tions.  In addition to providing the
visitor with a cemetery map for locat-
ing the gravesite, the kiosk informa-
tion center provides such general
information as the cemetery’s burial
schedule, cemetery history, burial eli-
gibility, and facts about the National
Cemetery Administration. 

Veterans and their families have indi-
cated that they need to know the
interment schedule as soon as possi-
ble in order to finalize necessary
arrangements.  To meet these expec-
tations, VA strives to schedule com-
mittal services at national cemeteries
within 2 hours of the request.  In
2003, 73 percent of funeral directors
responded that national cemeteries
confirmed scheduling of the commit-
tal service within 2 hours.

In order to accommodate and better
serve its customers, VA designated
Jefferson Barracks National Cemetery
to provide weekend scheduling of
the interment in a national cemetery
for a specific time in the ensuing
week. 

Veterans and their families have indi-
cated provision of military funeral
honors for the deceased veteran is
important to them.  While VA does
not provide these honors, national
cemeteries continued to work closely
with DoD and veterans service
organizations by supplying logistical
support to the military funeral hon-
ors teams. 
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Performance Goal
Increase the percent of respondents who rate the quality of service provided by the national cemeteries as excellent to

95 percent in 2003.



For 2003, VA exceeded by 2 percent
the planned goal of marking 70 per-
cent of graves in national cemeteries
within 60 days of the date of inter-
ment.  To achieve this goal, NCA
focused on reengineering business
processes, such as ordering and set-
ting headstones and markers, and
provided online monthly and fiscal
year-to-date tracking reports to NCA
field and Central Office employees
on the timeliness of marking graves.
Increasing the visibility and access of
this information reinforced the
importance of marking graves in a
timely manner and provided man-
agers with a tool to identify process
improvement opportunities. 

NCA also tested a program at five
national cemeteries for locally
inscribing headstones and markers in
order to decrease the time it takes to

mark graves after an interment.  By
performing inscriptions locally, using
blank headstones and markers
stored at the cemetery, NCA was
able to decrease the number of days
between an interment and the subse-
quent marking of a grave by reduc-
ing headstone and marker
manufacturing and shipping times.
In addition, this program generated a
cost savings of approximately $1 mil-
lion through economies of scale in
the purchasing, inscribing, and trans-
porting of headstones and markers. 

Due to the success of the local
inscription pilot program in 2003,
NCA plans to expand it to include
additional national cemeteries in
2004.  NCA will also continue to
focus on business process reengi-
neering opportunities, including
improving accuracy and operational

processes, in order to reduce delays
in marking graves caused by inaccu-
rate or damaged headstones and
markers delivered to the gravesite. 

Two major external factors influence
the timeliness of marking graves at
national cemeteries.  First, NCA is
dependent upon contractors
throughout the country for the man-
ufacturing and shipping of head-
stones and markers.  The
performance of these contractors
greatly affects the quality of service
provided to veterans and their fami-
lies.  Second, extremes in weather,
such as periods of excessive rain or
snow, or extended periods of freez-
ing temperatures that impact ground
conditions, can cause delays in both
the delivery and installation of head-
stones and markers. 
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Objective 3.5 
Provide veterans and their families with timely and accurate symbolic expressions of remembrance.

Performance Goal
Increase the percent of graves in national cemeteries marked within 60 days of interment to 70 percent in 2003.
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Strategic Goal 4
VA will support the public health of the Nation as a whole through medical research and medical education and

training, and by serving as a resource in the event of a national emergency or natural disaster.  VA will support

the socioeconomic well-being of the Nation through the provision of education, vocational rehabilitation, and home

loan programs.  VA will also preserve the memory and sense of patriotism of the Nation by maintaining our

national cemeteries as national shrines and hosting patriotic and commemorative ceremonies and events.

Objectives

4.1 Improve the Nation’s preparedness for
response to war, terrorism, national
emergencies, and natural disasters by
developing plans and taking actions to
ensure continued service to veterans as
well as support to national, state, and local
emergency management and homeland
security efforts.

4.2 Advance VA medical research and
development programs that address
veterans’ needs, with an emphasis on
service-connected injuries and illnesses,
and contribute to the Nation’s knowledge
of disease and disability.

4.3 Sustain partnerships with the academic
community that enhance the quality of care
to veterans and provide high quality
educational experiences for health care
trainees.

4.4 Enhance the socioeconomic well-being
of veterans, and thereby the Nation and
local communities, through veteran’s
benefits; assistance programs for small,
disadvantaged, and veteran-owned
businesses; and other community
initiatives.

4.5 Ensure that national cemeteries are
maintained as shrines dedicated to
preserving our Nation’s history, nurturing
patriotism, and honoring the service and
sacrifice veterans have made.

The following table identifies estimates of the total resources devoted to this strategic goal and its associated objectives.

Performance Measures

No Key Measure

• Percent of research projects devoted to the
Designated Research Areas.

No Key Measure

No Key Measure

• Percent of respondents who rate national
cemetery appearance as excellent.

<$1M

$463

$454

<$1M

$80

<0.1%

0.7%

0.7%

<0.1%

0.1%

Strategic Goal 4
Contribute to the public health, emergency management, socioeconomic well-being, and 
history of the Nation.

$997 1.5%

FY 2003
Obligations

($ in Millions)

% of Total VA
Resources



During 2003, VA continued to
strengthen its emergency manage-
ment infrastructure by consolidating
Departmental emergency prepared-
ness oversight, emphasizing exercis-
ing and training of "successors" and
improving infrastructure.

The Secretary of Veterans Affairs con-
solidated the Department’s emer-
gency preparedness and security and
law enforcement oversight within the
office of the Assistant Secretary for
Policy and Planning.  The restruc-
tured office was designated as the
Office of Policy, Planning, and
Preparedness.  Organizationally, the
emergency preparedness functions
fall under the director of Operations
and Readiness and the Deputy
Assistant Secretary for Security and
Law Enforcement.

During 2003, VA completed the fol-
lowing emergency management
activities:

• Participated in both internal and
inter-departmental exercises.

• Continued to train decontamination
teams.

• Conducted regular training for offi-
cials in the line of succession.

• Continued twice-weekly meetings
of the Crisis Response Team to
monitor, evaluate, and respond to
events not requiring activation of
VA’s Continuity of Operations plan.

• Developed individual contingency
plans for several events at possible
risk for terrorist attack or other dis-

ruption (e.g., July 4th, and anniver-
sary of September 11th terrorist
attack).

• Enhanced communications and
made structural modifications to
alternate operations sites.

• Procured 122 out of a planned 143
pharmaceutical caches for VA med-
ical centers to enable continued
care for VA patients and staff if sup-
ply is disrupted.

VA works in cooperation with numer-
ous federal agencies to further this
objective.  Senior leadership partici-
pates in Homeland Security and
Deputies Council meetings.  VA also
serves on policy coordinating com-
mittees and work groups of the
Department of Homeland Security,
and on work groups with the
Departments of Health and Human
Services, Justice, Defense, Energy,
and Agriculture to establish govern-
mental policy regarding response
and recovery, training and exercises,
research and development, and med-
ical and public health preparedness.

The Department is participating in
the interdepartmental effort to devel-
op a new National Response Plan
and National Incident Management
System in response to Homeland
Security Presidential Directive 5.

Central Office officials and a number
of the Veterans Integrated Service
Networks (VISNs) participated in the
nationwide exercise TOPOFF 2, a
major biennial exercise mandated by

Congress and designed to provide
training in the event of an attack with
weapons of mass destruction.

There are currently no key performance
measures associated with this objective.

64 Department of Veterans Affairs

Objective 4.1
Improve the Nation’s preparedness for response to war, terrorism, national emergencies, and natural disasters by

developing plans and taking actions to ensure continued service to veterans as well as support to national, state, and

local emergency management and homeland security efforts.



VA conducts an education and training
program for health profession students
and residents to enhance the quality of
care provided to veteran patients with-
in the VHA healthcare system.
Education and training efforts are
accomplished through coordinated
programs and activities in partnership
with affiliated academic institutions.
VA’s graduate medical education is
conducted through affiliations with uni-
versity schools of medicine.  Each year,
over 76,000 students from all health
profession fields receive some or all of
their clinical training in VHA facilities

through affiliations with over 1,200
educational institutions.  Currently, 130
VHA medical facilities are affiliated with
107 of the Nation's 126 medical
schools.  Through these partnerships,
almost 28,000 medical residents and
16,000 medical students receive some
of their training in VA every year.  VA
supports 8,800 physician resident posi-
tions in almost 2,000 ACGME-accredit-
ed university programs.  Historically,
VA has also been a leader in the train-
ing of associated health professionals.
Through affiliations with individual
health profession schools and colleges,

clinical traineeships and fellowships are
provided to students in more than 40
professions including nurses, pharma-
cists, dentists, audiologists, dietitians,
social workers, psychologists, physical
therapists, optometrists, nuclear medi-
cine technologists, physician assistants,
respiratory therapists, and nurse practi-
tioners.  Approximately 32,000 allied
health profession students receive
training in VA facilities each year.

There are currently no key performance
measures associated with this objective.

In 2003, the Research and Development
Program accomplished its goal of ensur-
ing that VA research is dedicated to
meeting the special needs of the veteran
population by achieving the goal of 99
percent.  VA conducts medical research
that leads to demonstrable improve-
ments in the lives of veterans, their fami-
lies, and the general public.  VA has
established designated research areas in
which VA-sponsored research will be
conducted.  These areas include: Aging,
Chronic Disease, Mental Illness,
Substance Abuse, Sensory Loss,
Trauma-Related Illness, Health Systems,
Special Populations, and Military
Occupations and Environmental

Exposure.  VA’s Office of Research
Compliance and Assurance advises the
Under Secretary for Health on matters
affecting the integrity of research protec-
tions, promotes the ethical conduct of
research, and investigates allegations of
research impropriety.  VHA will continu-
ously promote excellence and innova-
tion in the education of future health
care professionals.  Achievement of this
performance goal is partly contingent
on the cooperation of other government
and non-government agencies that part-
ner with VA on some research projects.
Much of the research conducted in VA
facilities is subject to the regulations of
other federal agencies in addition to

VA’s own regulations.  VA works closely
with the National Institutes of Health
(NIH) and the Department of Health
and Human Services on joint studies
funded by NIH.  Similarly, VA works
closely with the Food and Drug
Administration on human studies fund-
ed by pharmaceutical companies in sup-
port of a new drug or device application.

Performance measures to support this
objective are currently under develop-
ment.  This measure will not be a key
measure in future years. 
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Objective 4.2 
Advance VA medical research and development programs that address veterans’ needs, with an emphasis on service-

connected injuries and illnesses, and contribute to the Nation’s knowledge of disease and disability.

Performance Goal
Maintain the percent of research projects devoted to the Designated Research Areas at 99 percent.

Objective 4.3
Sustain partnerships with the academic community that enhance the quality of care to veterans and provide high

quality educational experiences for health care trainees.



Our nation has an obligation to pro-
vide servicemembers and veterans
with the means to take advantage of
the opportunities protected and pre-
served by their service.  In June
2002, the VA Procurement Executive
and the Director of the Office of
Small and Disadvantaged Business
Utilization established the Veteran-
Owned and Service-Disabled
Veteran-Owned Small Business Task
Force to develop strategies to help
VA attain procurement goals in these
two important socioeconomic cate-
gories.  The task force ultimately
identified 5 goals and made 16 rec-
ommendations with action steps to
improve VA’s veteran-owned and
service-disabled veteran-owned
small business accomplishments.
The VA Secretary approved the task

force’s report in March 2003.
Implementation of the recommenda-
tions is underway.

VA promotes business ownership
through its Transition Assistance
Program (TAP) and the Center for
Veterans Enterprise.  VA’s program
evaluation of the educational assis-
tance programs demonstrated a posi-
tive return on investment of 2 to 1 in
the form of increased income taxes
for every program dollar spent.

There are currently no key perform-
ance measures associated with this
objective.
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Objective 4.4
Enhance the socioeconomic well-being of veterans, and thereby the Nation and local communities, through

veteran’s benefits; assistance programs for small, disadvantaged, and veteran-owned businesses; and other

community initiatives.



The percent of respondents rating
cemetery appearance as excellent
remained at the same high level as in
2002 at 97 percent, although we did
not meet the 2003 goal by 1 percent.
Cemetery appearance goals are set
high in keeping with the expectations
of the families of those who are
interred and other visitors.

To ensure the appearance of national
cemeteries meets the standards our
Nation expects of its national shrines,
VA performs a wide variety of
grounds management functions.
Over time, extremes in weather, such
as excessive rain or drought, can
result in or exacerbate sunken graves
or markers, soiled markers, inferior
turf cover, and weathering of colum-
baria.  In 2003, work was done to
raise, realign, and clean headstones
and markers to ensure uniform
height and spacing, and to correct
ground sinkage around gravesites.

National Shrine Commitment proj-
ects were initiated at the Baltimore,
Crown Hill, Dayton, Golden Gate,
Long Island, Marion, New Albany,
Puerto Rico, Santa Fe, Willamette,
and Wood National Cemeteries.
These projects will raise, realign, and
clean over 80,000 headstones and
markers and renovate gravesites in
more than 107 acres.  While attend-
ing to these highly visible aspects of
our national shrines, VA also main-
tained roads, drives, parking lots, and
walks; painted buildings, fences, and
gates; and repaired roofs, walls, and
irrigation and electrical systems. 

In 2003, VA established standards
and measures for key operational
processes including interments,
grounds maintenance, and head-
stones and markers.  In conjunction
with these standards, NCA initiated
an Organizational Assessment and
Improvement Program to identify

and prioritize continuous improve-
ment opportunities, and to enhance
program accountability by providing
managers and staff at all levels with
one NCA "scorecard."  In 2004,
assessment teams will begin to con-
duct site visits to all national cemeter-
ies.  All national cemeteries will be
visited on a rotating basis to validate
performance reporting.

VA continued its partnerships with
various VA and civic organizations
that provide volunteers and other
participants to assist in maintaining
the appearance of national cemeter-
ies.  An interagency agreement with
the Bureau of Prisons provides for
the use of selected prisoners to per-
form work at national cemeteries.
This agreement provides a supple-
mental source of labor to assist in
maintaining the national cemeteries.
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Objective 4.5
Ensure that national cemeteries are maintained as shrines dedicated to preserving our Nation’s history, nurturing

patriotism, and honoring the service and sacrifice veterans have made.

Performance Goal
Increase the percent of respondents who rate national cemetery appearance as excellent to 98 percent in 2003.



Enabling Goal
VA’s enabling goal is different from the four strategic goals.  The enabling goal and its corresponding objectives

represent crosscutting activities that support all VA organizational units in carrying out the Department’s mission.

The activities focus on enhancing workforce assets and internal processes, improving communications, and furthering

a crosscutting approach to providing seamless service to veterans and their families through an improved governance

structure that applies sound business principles.  As such, many of these activities are transparent to veterans and

their families.  However, they are critical to our stakeholders and VA employees who implement our programs.  VA

is making efforts to operate as an integrated veteran-centric organization.  We will achieve this goal while ensuring

full compliance with applicable laws, regulations, financial commitments, and sound business principles.
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Objectives

E-1 Recruit, develop, and retain a
competent, committed, and diverse
workforce that provides high quality
service to veterans and their families.

E-2 Improve communications with
veterans, employees, and stakeholders
about the Department’s mission, goals,
and current performance as well as the
benefits and services VA provides.

E-3 Implement a One VA information
technology framework that supports the
integration of information across
business lines and that provides a source
of consistent, reliable, accurate, and
secure information to veterans and their
families, employees, and stakeholders.

E-4 Improve the overall governance and
performance of VA by applying sound
business principles, ensuring
accountability, and enhancing our
management of resources through
improved capital asset management;
acquisition and competitive sourcing;
and linking strategic planning, budgeting,
and performance planning.

The following table identifies estimates of the total resources devoted to this strategic goal and its associated objectives.

Performance Measures

No Key Performance Measures

No Key Performance Measures

No Key Performance Measures

• Ratio of collections to billings.

• Dollar value of sharing agreements with
DoD ($ in millions).

$81

$14

$106

$651

0.1%

<0.1%

0.2%

1.0%

Enabling Goal
Deliver world-class service to veterans and their families by applying sound business principles
that result in effective management of people, communications, technology, and governance.

$851 1.3%

FY 2003
Obligations

($ in Millions)

% of Total VA
Resources



In addition to the two key performance
measures associated with the enabling
goal, there are several activities under
this goal that support high-quality serv-
ice to our veterans:

• Enhanced accountability for per-
formance

• Enterprise architecture
• Information security 
• Program evaluation
• Capital asset management
• Greater use of performance-based

contracts
• Procurement reform

Note: The item on budget account
restructuring, which was previously
reported under the Enabling Goal,
now appears under the President’s
Management Agenda section on
page 31.

E-1 
Recruit, develop, and retain a

competent, committed, and diverse

workforce that provides high

quality service to veterans and

their families.

The Office of Human Resources
Management (OHRM) has taken the
lead on VA’s commitment to recruit,
develop, and retain a competent,
committed, and diverse workforce.
During 2003, OHRM developed and
implemented several strategies
designed to retool, rework, and refine
VA’s Human Resources program.
These include establishing a formal
requirement to prepare workforce
and succession plans by organization,
creating the Department’s first
Strategic Human Capital Plan, and
addressing material weaknesses in
human resource accountability and
reporting systems identified by an
Office of Personnel Management

audit.  In 2004, OHRM will continue to
advance these initiatives as well as
establish new ones.

In January 2003, VA published
Directive 5002 and established a uni-
form, Departmentwide workforce and
succession planning process aligned
with the strategic planning, budget,
and legislative processes.  This policy
establishes the requirements for an
assessment of the workforce neces-
sary to accomplish program goals;
the current and projected workforce
in terms of these goals, leadership
needs, and workforce diversity; and
strategies to obtain the required
workforce for the future. 

In July 2003, the Secretary signed the
Department’s Strategic Human
Capital Plan.  This plan includes an
overview of past and projected work-
force trends; summaries of workforce
plans developed by VHA, VBA, NCA,
and VA Headquarters organizational
components; and strategies to ensure
that VA recruits, retains, and devel-
ops a quality and diverse workforce
to serve veterans. 

In the next step of the human capital
planning process, VA’s Office of
Workforce Planning will evaluate
each organizational plan, assessing
its strengths and weaknesses with
recommendations for improvement.
In addition, the office will dedicate an
organizational liaison to serve as a
subject matter expert for each plan.
VA will assess its workforce plans on
an ongoing basis to meet the strate-
gic goals of the Department.  

VA Directives 5004 and 5005 imple-
mented online entrance/exit surveys.
The surveys were designed to capture
the reasons why employees chose to
work at VA or why they elected to
end their employment with VA.  As of
August 2003, approximately 1,200

surveys were completed.  The results
are available at the national and facil-
ity levels and can be sorted by organ-
ization, occupation, age categories,
and other selective components.  The
first national summary of data was
published in October 2003 on the
Office of Human Resources
Management’s Web site.

The Office of Human Resources
Management created the Oversight
and Effectiveness Service to provide
leadership for VA HRM accountability
and merit system compliance to
include the development, revision,
issuance, and implementation of
standards and metrics of accountabil-
ity.  The new staff conducts statistical
data collection, performs analysis,
and oversees reporting systems cov-
ering title 5 and title 38.  The staff
will also develop guidance on merit
system accountability, and through
its evaluation process, require appro-
priate corrective action for systemic
deficiencies (to include limiting
and/or revoking delegated HR
authorities).

During 2003, the Oversight and
Effectiveness Service initiated the fol-
lowing:

• Conducted an initial assessment of
VA human capital programs using
the Office of Personnel
Management’s (OPM) Human
Capital Assessment and
Accountability Framework;

• Identified VA human capital goals,
initial measures, and accountable
organizations that align with the HR
Standards for Success;

• Identified VA components of an
accountability system by reviewing
VA action plans supporting strategic
human capital goals;

• Determined the need for revised
Departmentwide policy guidance to
supplement and implement OPM
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accountability criteria and stan-
dards and began drafting new poli-
cy; and

• Initiated development of a directive
to require VA field facilities to con-
duct self-assessments of their HR
program.

Plans for FY 2004 include: 

• Issue revised Departmentwide poli-
cy on HR accountability;

• Issue policy requiring VA
Administrations to conduct annual
self-assessments;

• Design data collection, reporting,
and monitoring tools to review
facility HR programs for efficiency
and effectiveness of operating HR
and merit system compliance;

• Set in place methods to assess
accomplishments with identified
metrics associated with organiza-
tional action plans;

• Ensure, review, and certify facility
self-assessments to identify best
practices and systemic deficiencies;
and

• Begin on-site reviews, recommend-
ing appropriate adjustments and
corrective measures.

There are currently no key measures
for this objective.

E-2 
Improve communications with

veterans, employees, and

stakeholders about the

Department’s mission, goals, and

current performance as well as the

benefits and services VA provides.

VA conducts outreach and education
activities for the veteran community
and the general public through news
releases, articles appearing in veterans
service organization publications, pub-
lic service announcements, and pre-

sentations to schools and community
organizations.  We will continue to
sponsor special events for veterans
such as the National Disabled
Veterans Winter Sports Clinic, National
Veterans Wheelchair Games, National
Veterans Golden Age Games, and
National Veterans Creative Arts
Festival.  VA will continue to commu-
nicate the Department’s successes
and challenges in publications such as
this report.

There are currently no key measures
for this objective.

E-3 
Implement a One VA

information technology framework

that supports the integration of

information across business lines

and that provides a source of

consistent, reliable, accurate, and

secure information to veterans

and their families, employees, and

stakeholders.

Enterprise Architecture
Enterprise architecture (EA) is the
guiding principle for streamlining and
modernizing VA’s information tech-
nology.  The "enterprise" is VA and
the "architecture" is the complex
framework of processes, systems,
and programs by which VA provides
health care, benefits, and memorial
services to veterans and their fami-
lies.  In 2003, the Office of the Chief
Information Officer (CIO) accom-
plished the following:

• Developed version 2.1 of the VA
Enterprise Architecture, which
established detailed requirements
and mechanisms for validating
compliance in multiple
Departmental processes including
project management oversight, cap-

ital planning, and the overall budg-
et submission preparation;

• Developed the VA EA Program
Management Plan, which formal-
izes the execution of the One VA EA
program as a continuous improve-
ment process, and will be reviewed
on a regular update cycle;

• Developed and automated the VA
Technical Reference Model and
Standards Profile, version 2.0.  It
forms a knowledge base to provide a
common conceptual framework and
define a common vocabulary and a
set of services and interfaces that are,
or will be, common to VA systems. 

In 2004, the Office of the Chief
Information Officer plans to continue
development of the EA (version 3.0)
with models and graphics emphasiz-
ing system relationships and func-
tionalities.  Priorities also include
completion of the repository for EA
artifacts and documents, as well as
modernizing the EA Web site to uti-
lize user-friendly Web interfaces and
enhanced search capabilities.

VA established the One VA Project
Management Training Program to
increase the number of certified proj-
ect managers and team members.
The program was introduced in 2003
and to date, of the 560 individuals
participating in the program, 121
employees were certified at Level I; 2
employees were certified at Level II;
and 15 employees were certified at
Level III.  Training certification will
continue during 2004.

VA initiated the Telecommunications
Modernization Project (TMP) to opti-
mize the existing wide area network
(WAN) architecture into an integrat-
ed data services platform that pro-
vides securable telecommunications
to support all subscriber applications
across the Department. 
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The four fully-meshed core sites that
provide high-speed switching/routing
of traffic are built and operational.
All main data centers have a direct
and immediate connection to core
sites.  One hundred percent of the
distribution nodes that perform the
policy-based operations, the aggrega-
tion, summarization, and classifica-
tion of data traffic are built.
Ninety-five percent of the stand-
alone special business units, previ-
ously connected to the WAN
backbone, have transitioned to the
TMP architecture. 

The foundation for building the
access layer in Phase IV has been
laid.  In 2004, the TMP will continue
with Phase IV implementation.  This
phase will continue to run for the
next 12 months, establishing a One
VA WAN with 19 regions.  Each one
will have a regional service manager
to serve the needs of all tenants. 

Information Security Program
The Office of Cyber and Information
Security (OCIS) is responsible for
providing services to veterans that
protect the confidentiality, integrity,
and availability of their private infor-
mation; enabling the timely, uninter-
rupted, and trusted nature of services
provided; and providing assurance
that cost-effective cyber security con-
trols are in place to protect automat-
ed information systems from
financial fraud, waste, and abuse.
OCIS accomplished the following
during 2003:

• Implemented and tested an
Enterprise Cyber Security
Infrastructure Project (ECSIP) pilot
at VA’s Austin Automation Center,
helped implement additional intru-

sion detection systems at VA facili-
ties, and began work to implement
ECSIP at four national Internet gate-
ways.  The more than 200 existing
gateways will then be consolidated
into one of the four national gate-
ways, with exceptions approved
only where an acceptable level of
intrusion detection can be provided.

• Established a fully functional
Network and Security Operations
Center (NSOC), operational 24
hours a day, 7 days a week (24/7).
The NSOC manages all VA intrusion
detection systems, and provides
real-time analytical incident support,
event correlation and analysis, and
audit log analysis.  The NSOC miti-
gated the impact of several major
computer viruses and worms on VA
systems and networks during 2003.

• Established a fully functional, 24/7
Central Incident Response
Capability (CIRC).  The CIRC cap-
tures all cyber security incidents
reported from VA facilities, and
coordinates with other Federal
agency, vendor, and university
emergency response teams to ana-
lyze and remediate cyber security
threats.   In addition, the CIRC per-
formed vulnerability and penetra-
tion scans.

• Implemented a VA-wide Virtual
Private Network for more than
15,000 users, and began shutting
down all remote dial-up access to
the VA network.

• Submitted quarterly and annual
reporting and updated action plans
and milestones for Federal
Information Security Management
Act (FISMA) deficiencies.  These
remediation efforts resulted in a 45
percent1 remediation rate for the
year, allowing the Department to
reach its goal of achieving Federal
Information Technology Security

Assessment Framework (FITSAF)
Level 3 in 2003.

• Established a fully functional
Review and Inspections Division
(RID) to provide oversight and vali-
dation that FISMA deficiency reme-
diation reporting was accurate and
satisfied the intent of the FISMA
legislation.  RID coordinates with
the Office of the Inspector General
to confirm that reported remedia-
tion activities are in place.

• Established a fully functional Health
Information Security Division (for-
merly the Center for Healthcare
Information Security) that provides
analysis, certification, and accredita-
tion for medical devices connected
to VA networks.

• Partnered with VA’s Employee
Education Service to develop and
implement a cyber security aware-
ness course for all 212,000 plus
employees as well as contractors and
volunteers.  Bringing this capability
in-house avoided vendor contract
costs exceeding $300,000 per year.

• Provided guidance and oversight to
VA teams who are performing risk
analysis, remediation, and inde-
pendent testing to certify and
accredit more than 800 VA systems.

• Rolled out an Information Security
Officer (ISO) Cyber Security
Professionalization (CSP) program,
which included training, certification,
and credentialing for more than 600
full-time ISOs and OCIS staff. 

• Centralized responsibility for all
cyber and information security
planning and oversight into the
Office of Cyber and Information
Security.  Consolidated cyber secu-
rity staff positions and budgets
within the Department.

• Issued security configuration guid-
ance for various software applica-
tions in current use.  Awarded a
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The ratio of collections to billings
goal of 40 percent was surpassed for
the year with an achievement of 41

percent.  VHA continues to improve
practices and provide mechanisms to
aggressively implement those prac-

tices across the system.  VHA will
assess and align the health care sys-
tem to enhance cost-effective care
for veterans.  We will focus on
increasing revenue and efficiency
through better collections and
improved business practices.
Managers will be held accountable
for performance through perform-
ance agreements.  Improving collec-
tions and billings will be a priority to
improve revenue.  Achievement of
this performance goal is largely con-
tingent on the willingness of first and
third parties to pay their bills.

contract to develop security config-
uration guides for legacy systems
and Web servers.

• Began work on a VA-wide
Authentication and Authorization
Infrastructure Project to provide
SmartCard access to all VA worksta-
tions, networks, and applications.

• Began work on developing policy,
procedures, and oversight for soft-
ware configuration and change
management.  This initiative repre-
sents over half of all remaining
FISMA deficiencies, and is a
requirement to reach level 4 of the
Federal Information Technology
Security Assessment Framework
and to remove the material weak-
ness identified by the OIG and the
independent auditor.

In 2004, OCIS will build upon the
foundation established over the past
2 years.  The boundary of the VA
enterprise will be secured.  In con-
junction with the Telecommunications
Modernization Program, all Internet

connections will be migrated to one
of four national Internet gateways
with strong intrusion detection.  The
new Virtual Private Network replacing
dial-up access will be fully opera-
tional.  The primary and back-up
Network and Security Operations
Centers and VA-CIRC will provide a
fully integrated and centrally man-
aged information security defense.
The largest Public Key Infrastructure
program outside of DoD will begin.
Application Certification and
Accreditation will be a major focus
along with FISMA deficiency remedia-
tion, with the goal of eliminating the
material weakness and achieving FIT-
SAF level 4 by 2004.  The Review and
Inspections Division will be fully
staffed and will help ensure the accu-
racy of FISMA remediation and
reporting.  Privacy awareness, educa-
tion, and compliance efforts will con-
tinue according to plan.  All
Information Security Officers will be
certified and credentialed, and VA will
have the largest population of

Certified Information System Security
Professionals in government.  These
efforts will support VA becoming the
model government cyber security
program with a standardized, secure,
controlled environment, where the
organizational culture collaboratively
balances business requirements with
security to meet VA’s missions. 

There are currently no key measures
for this objective.

E-4 
Improve the overall governance

and performance of VA by

applying sound business

principles, ensuring accountability,

and enhancing our management of

resources through improved capital

asset management; acquisition and

competitive sourcing; and linking

strategic planning, budgeting, and

performance planning.
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Program
Evaluation
The Department conducts program
evaluations to assess, develop, and
update program outcomes, goals, and
objectives to compare actual program
results with established goals.

VA completed a program evaluation on
cardiac care in April 2003.  The evaluation
involved two clinical cohorts of patients –
those who had had an acute myocardial
infarction, or heart attack, and those who 

had had a percutaneous coronary inter-
vention such as angioplasty or coronary
artery bypass graft surgery but had not
had a heart attack.  The evaluation found
that in comparison to risk-adjusted
patients who had heart attacks treated
under the Medicare program, VA patients
had statistically higher mortality rates, had
fewer procedures performed, and trav-
eled almost twice as far to receive their
care.  VHA developed an action plan to
improve cardiac care.  A blue ribbon
panel of national experts was commis-
sioned to oversee the plan’s quality 

improvements for VA cardiac care pro-
grams.  All VA hospitals were required to
provide detailed plans on how they
intended to improve the quality of care at
their facility.  These plans are currently
being reviewed for adequacy.

VA completed an evaluation of the
Prosthetics and Sensory Aids Service in
early 2003.  The evaluation included sev-
eral patient populations, their clinical out-
comes, satisfaction, and access to
services.  The study identified consider-
able variability in the home oxygen 

VA did not achieve the goal of increas-
ing the dollar value of sharing agree-
ments with DoD to $100 million but has
estimated over $92 million in sharing for
2003.  The final data will be available in
November 2003.  VHA and DoD work
collaboratively through the VA/DoD
Health Care Executive Committee to
drive the sharing process and monitor
performance.  Major local initiatives,
such as the proposed North Chicago VA
Medical Center sharing agreement with
the Navy and national collaboration on
the Tricare-Next Generation Request for
Proposals (T-Nex RFP), will also drive
increases.  VBA has an interagency serv-
ice agreement with DoD at selected
overseas military bases to perform dis-

ability examinations at discharge and
provide support services to VBA per-
sonnel.  The VBA portion of the total
dollar volume of VA/DoD sharing
agreements in 2004 is less than 3 per-
cent.  While efforts are underway to
document the value of sharing that is
not tabulated in VA’s or DoD’s account-
ing systems, the new reimbursement
rate, 90 percent of CHAMPUS
Maximum Allowable Charges for all
clinical services, may actually lead to
decreased sharing.  Crosscutting activi-
ties include the following:
• VA and DoD work to increase utiliza-

tion of the same pharmaceutical and
medical products resulting in
increased leverage in Federal Supply

Schedule or other joint contracting
negotiations.

• VA and DoD have jointly established
and cooperatively funded four trau-
matic brain injury (TBI) lead centers to
screen all TBI patients and maintain a
national registry of TBI patients.

• VA, by Public Law 97-174, has the
added mission to serve as principle
health care backup to DoD in the
event of war or national emergency.
At the request of DoD, VA may
authorize DoD to use its medical facili-
ties (hospital and nursing home care),
medical services, office space, sup-
plies, and administrative support.

• VA partners with DoD's Pacific 
e-Health Center in Honolulu to provide
peer consultation and patient care to
participants separated by distance.

• VA and DoD participate in the Alaska
Federal Health Care Partnership, with
a goal of providing specialized care to
isolated or remote patient populations
in Alaska.

• VA’s Cooperative Studies Program col-
laborates with DoD on a number of
studies, including an antibiotic treat-
ment trial and an exercise/behavioral
medicine treatment trial for Gulf War
Syndrome.

FY 2003 Performance and Accountability Report 73

Performance Goal
Increase the dollar value of sharing agreements with DoD to $100 million in 2003.



contracts across the country, in patient
access to cochlear implants, in services
provided by orthotics and prosthetics
labs and their ability to become accredit-
ed, and in the implementation of
Preservation Amputation Care and
Treatment programs.  It also showed that
a significant number of veterans receive
computer readers and training in using
them, and there is extensive adherence
to screening protocols for patients at risk
for amputations, widespread use of auto-
mated implantable cardiac defibrillators,
and satisfaction with motorized wheel-
chairs and prosthetic devices. 

In 2002, VA initiated a comprehensive eval-
uation of the Department’s emergency
preparedness and the ability to provide
health care backup to DoD and to the
Nation.  A study conducted by the National
Institute of Building Sciences developed cri-
teria for identifying VA's critical infrastruc-
ture, 14 full assessments of VA's most
critical facilities, and preliminary assess-
ments of an additional 86 highly ranked
facilities.  These assessments will be com-
pleted in the summer of 2004.  A database
is being developed to capture the vulnera-
bility assessment data that links with exist-
ing space, building, and law enforcement
databases.  VA is reviewing selected emer-
gency preparedness planning documents
to assess their relevance, currency and
comprehensiveness; assessing the pre-
paredness of VA personnel during and
after a catastrophic event; and assessing
the Department's ability to secure or
reconstitute essential business records.

VA is conducting an evaluation of the
Pension and Parents’ Dependency and
Indemnity Compensation (DIC) pro-
grams to assess the effectiveness and
efficiency of the two means-tested ben-
efit programs in VA.  The pension pro-
gram provides income support benefits
for needy veterans with nonservice-con-
nected disabilities and their spouses.
The Parents’ DIC program provides
income support benefits for needy par-
ents of veterans whose deaths were
service-connected. 

The Home Loan Guaranty program
evaluation is on schedule for comple-
tion in the third quarter of 2004.
Oncology and Severely Mentally Ill
Program Evaluations have been initiated
and are in the design phase.

Capital Asset
Management
Asset Management
Streamlining business practices, optimiz-
ing performance, and encouraging
implementation of innovative asset
management initiatives are hallmarks of
VA’s approach to capital asset manage-
ment.  VA is committed to a compre-
hensive, corporate-level approach to
capital asset management.  This
approach helps VA link asset decisions
closely with its strategic goals, elevates
awareness of assets, and employs per-
formance management techniques to
monitor asset performance on a regular
basis.  At the core of VA’s capital asset
business strategy is value management
– striving to return value to VA’s busi-
ness and managing existing value for
greater return. 

VA is continuing its development of a
Departmentwide capital asset manage-
ment system (CAMS).  The data system
will provide for life-cycle portfolio man-
agement across the enterprise and inte-
grated business programs.  CAMS will
capture, track, and evaluate capital
assets and provide for measurement
and accountability of VA’s investments. 

During 2003, VA developed and prom-
ulgated capital asset policies for
Departmentwide capital asset manage-
ment, energy conservation, and
enhanced-use leasing.  These policies
ensure that the Department has con-
sistent investment strategies and that
all capital activities are accomplished
in concert with the Department’s
strategic goals. 

In 2003, VA focused on a systematic,
agency-wide approach to energy con-
servation.  In addition to being a good
steward of the environment, VA will
save money that can be used to
improve the lives of our veterans.  The
Energy Conservation Program will pro-
mote efficiency in building design and
operations, energy consumption, water
conservation, and use of new advances
in energy conservation technologies.

In May 2003, 18 VA medical centers
were honored by the Environmental
Protection Agency and the Department
of Energy for their achievements in
energy efficiency.  Each facility received
Energy Star awards for placing in the
top 25 percent in energy performance
among all hospitals in the United
States.  Their energy usage was calcu-
lated using an Internet-based program
called Portfolio Manager.  This pro-
gram tracks energy usage continually
and objectively, providing building
administrators valuable information for
managing energy use. 

VA’s enhanced-use leasing program
continues to produce exciting results in
support of VA’s portfolio goals.  The
enhanced-use leasing authority author-
izes VA to fund cost-effective alternatives
to traditional means of acquiring and
managing facility and capital holdings.
It permits the long-term out-lease of
underutilized VA property to non-VA
entities for uses compatible with VA’s
mission in return for in-kind considera-
tion such as facilities, services, and/or
money.  This program has significantly
reduced costs to the Department and
has provided corresponding benefits to
veterans, employees, and the local com-
munity.  Enhanced-use lease projects
address a broad array of initiatives
including mixed-use development proj-
ects, residential care and temporary
lodging facilities, energy plants, elder
care facilities, child development cen-
ters, and parking facilities.
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Integrated
Management of
VA’s
Information
Technology (IT)
Portfolio
VA is modifying its guidelines on the
IT management process, taking an
integrated approach to managing IT
projects that provides for their con-
tinuous identification, selection, con-
trol, and evaluation.  The process
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Enhanced-Use Lease Projects Awarded in 2003

VA Property

Barbers Point, Hawaii

Hines, Illinois

Milwaukee, Wisconsin

Somerville, New Jersey

Project Type

Transitional Housing

Transitional Housing

VBA Regional Office

Mixed-Use Development

In 2003, VA awarded four enhanced-use lease projects:

Milestone 0 Review
Project Initiation

Request

VistA Lab

e-Commerce 

Contingency WAN
Satellite Network

VBA Budget
Automated
Information System

IT Continuity of
Operations (COOP)

VA Smart ID 
(AAIP)

Center for Health
Care Security

Milestone 1 Review
Prototype Development

Approval

VA Learning
Management System

e-Commerce 

Loan Administration
Redesign (LARD)

Patient Financial Services
System (PFSS)

Corporate Data Center
Integration (CDCI) 

Registration and
Eligibility / Contact
Management

C&P Evaluation Redesign
(CAPER)

Authentication &
Authorization
Infrastructure Project
(AAIP)

Milestone 2 Review
System Development

Approval

Telecommunications
Modernization Plan 

e-Travel

Capital Asset Management
System (CAMS) 

Patient Financial Services
System (PFSS)

Corporate Data Center
Integration (CDCI)

Milestone 3 Review
System Deployment

Approval

Employee Express 

e-Travel

Enterprise Cyber
Security Infrastructure
Project (ECSIP)

Milestone 4 Review
Post-Implementation

Review

Health Data Repository
(HDR)

PAID

Program Integrity and
Data Management
Corporate Database 

Insurance Systems
Maintenance and
Operations

C&P Maintenance and
Operations

Loan Guaranty
Maintenance and
Operations

Education Maintenance
and Operations

Vocational Rehabilitation
and Education
Maintenance and
Operations 

Fee Basis

Benefits Delivery
Network (BDN)

Health Administration
Center (HAC)

BIRLS/VADS

Milestone Review Status of Major IT Initiatives



A product of the VA integrated man-
agement process is the annual
preparation of VA’s IT portfolio,
which is based on the OMB Exhibit
300, Capital Asset Plan and Business
Case (All Assets).  VA has adopted
the Exhibit 300 as the primary docu-
mentation vehicle for IT investments.
The development of the IT Portfolio
for 2004 resulted in 80 percent of
VA’s business cases being scored at a
level that ensured the IT initiatives
were not designated "At Risk" by
OMB.  This was a significant
improvement over prior years and
ensured that the majority of VA’s IT
portfolio was funded and not subject
to redirection by OMB.

Making Greater
Use of
Performance-
based Contracts

The intent of this management
reform is to convert service contracts
that are awarded and administered
using traditional specifications into
an acquisition process that utilizes
performance-based service contract-
ing (PBSC).  While PBSC can result in
an overall cost reduction, its primary
use is to give the government flexibil-
ity in receiving quality services from
the contractor.  Another objective of
PBSC is to allow the Government to
focus on the outcome of the product
or service and allow the contractor to
be creative and innovative in per-
forming services. 

VA has made progress in terms of
converting existing and new service
contracts at both the field station and
national contract levels into perform-
ance-based contracts.  In addition,
the Department provides ongoing
continuing education on this subject
to its contracting officers and allied

acquisition professionals.  This train-
ing has included both classroom and
online courses.

VA will more fully monitor its level of
success in converting to the perform-
ance-based contract approach
through a new cyclical reporting
mechanism in the General Services
Administration’s Federal Procurement
Data System.  Through this system,
VA will be able to analyze the types of
conversions, the dollars obligated,
and the level of conversion to per-
formance-based contracts.

Procurement
Reform

VA spends more than $6 billion annu-
ally for pharmaceuticals, medical and
surgical supplies, prosthetics, infor-
mation technology, construction, and
services.  VA's acquisition system is
vital, not only because of its magni-
tude, but because of its critical role in
ensuring VA can deliver timely servic-
es to our Nation's veterans in an effi-
cient and cost-effective manner.

To optimize the performance of VA's
acquisition system, the Secretary of
Veterans Affairs established a
Procurement Reform Task Force in
June 2001.  Task force members were
charged with reviewing VA's entire
acquisition system and processes and
recommending specific improve-
ments to strengthen the system's
performance and effectiveness.

To meet this challenge, the task force
decided to focus its efforts on areas
that offer substantial near-term sav-
ings and have high potential for sus-
tainable improvements.  In addition,
the task force sought to address key
VA-wide issues that impact the effec-
tiveness of the acquisition system.
Three areas were excluded from the
scope of work: IT acquisition, and

capital asset acquisition (these issues
were being addressed separately),
and pharmaceutical purchases (this
area had improved significantly with
considerable management attention).
All other acquisitions fall within the
scope of the review.  The task force
established the following major goals:

• Leverage purchasing power of VA
• Standardize commodities within VA
• Obtain and improve comprehensive

VA procurement information
• Improve VA procurement organiza-

tional effectiveness, and
• Ensure a sufficient and talented VA

acquisition workforce

Task force members consulted exten-
sively with other government agen-
cies and private-sector organizations,
as well as with VA staff, to identify
best practices and innovation oppor-
tunities.  As described in the
Procurement Reform Task Force
Report, dated May 2002, the task
force made 65 recommendations.  Of
these, 31 have been implemented
and 34 are still in progress.  One of
the first recommendations imple-
mented was the establishment of the
VA Business Oversight Board; the
board is measuring progress in
implementing the goals.  When
implementation of the recommenda-
tions is completed, these goals will
still be tracked to monitor progress in
achieving the desired outcomes.
During the upcoming fiscal year,
many more of the recommendations
will be implemented.
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Assessment of Data Quality

Veterans Health
Administration

VHA has focused on data reliability,
accuracy, and consistency for the
past several years.  The principles of
data quality are integral to VHA’s
efforts to provide excellence in health
care.  In 2001, the Under Secretary
for Health commissioned a high-
level, cross-cutting task force on data
quality and standardization whose
membership includes the chief officer
from VHA’s Office of Quality and
Performance, the Assistant Deputy
Under Secretary for Health, and offi-
cials from the Chief Network Office
and Office of Information.  This task
force has focused on strategic plan-
ning to provide consistent definitions
of clinical and business data for more
effective clinical and organizational
decision support.  The members seek
collaboration with other parties
including DoD, Indian Health Service,
private sector health care providers,
and standards organizations.

VHA’s commitment to quality data
was confirmed by the results of a
recent OIG audit of the validity of
data collection of the quality meas-
ures that VHA tracks – CDCI II and PI
II.  The report acknowledged a high
degree of accuracy.  There were no
recommendations. 

VHA has long been recognized as a
leader in documenting credentials
and privileges of VA health care pro-
fessionals.  In 2001, VHA implement-
ed a new electronic data bank,
VetPro, on health care professionals’
credentialing, in partnership with
the Department of Health and

Human Services.  VetPro promotes
and demonstrates to other federal
and private agencies the value of a
secure, easily accessible, valid data
bank of health professionals’ cre-
dentials.  VetPro improves the
process of credentialing and privi-
leging by establishing a secure,
accessible, valid electronic database;
ensuring appropriate credentials for
clinical roles of practitioners; and
allowing verification of practitioner
track records.

The VHA Data Consortium addresses
organizational issues and basic data
quality assumptions.  The consortium
works collaboratively to improve
information reliability and customer
access for the purposes of quality
measurement, planning, policy analy-
ses, and financial management.  The
ongoing initiatives and strategies
address data quality infrastructure,
training and education, personnel,
policy guidance, and data systems.
The VHA data quality coordinator
and data quality workgroups provide
guidance on data quality policies and
practices.  Several initiatives support
the integrity and data quality of cod-
ing including the following:

• Development of strategies and stan-
dard approaches to help field staff
understand the data content and
meaning of specific data elements
in VHA databases;

• Development of coding resources
for field facilities, to include negoti-
ating the purchase of knowledge-
based files/edits from Ingenix™ for
use within the Veterans Health
Information Systems and
Technology Architecture (VistA);

• Complete revision of VistA software
to accommodate the requirements
of the Health Insurance Portability
and Accountability Act for use of
those code sets involving health
care claims.

To support the need for guidance in
medical coding, VHA established the
Health Information Management
(HIM) Coding Council, comprised of
credentialed expert coders with sup-
port from VHA HIM Central Office
staff to provide research and
response to coding questions within
24 hours.  The council also complet-
ed an update to the national coding
handbook, which provides expert
guidance to field facilities.  Additional
initiatives include the following:

The quality of VA data has continued to improve; it supports business

planning and day-to-day decision-making activities.  Each program office

has initiated specific improvement actions.  In addition, the Office of the

Inspector General (OIG) has conducted audits to determine the accuracy of

our data.  We consider OIG reviews to be independent and objective.  The

following discussion describes in detail the actions each VA administration

has taken to improve its data quality.
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• "Close Encounters" and "Data
Quality Highlights" newsletters for
field staff guidance;

• Ongoing, periodic training pro-
grams on such topics as national
standard code set updates;

• Standardization of electronic
encounter forms including docu-
mentation templates.

The Patient Financial Service System
(PFSS) project is the pilot implementa-
tion of a commercial billing and
accounts receivable system in VHA.
This project is designed to incorporate
business process improvements and
commercial information systems that
are proven in the private sector.  The
project will introduce commercial busi-
ness practices and technology into VA
through a VISN pilot project comprised
of VA best practices and commercial
best practices.  The objectives of the
pilot are to implement a commercial
product and study the effects on collec-
tions, improvements to the business
process, and effects on the information
systems in a single test environment.
Ultimately, the long-term strategy is to
develop a scalable solution, which
includes both a commercial solution
and VA applications that can be imple-
mented in all VHA Networks.

The VHA Office of Information is
involved in several other key projects
that are targeted to improve data
quality and system reliance.  These
include VHA’s Register Once project,
which deploys an incremental solu-
tion to the One VA registration/eligi-
bility initiative so that a veteran only
has to provide necessary information
to VHA once, and enables VAMCs to
securely share administrative data.

VHA completed implementation of a
national Master Patient Index (MPI).
The MPI provides the ability to view
clinical data from various VA medical
facilities via the remote data view

functionality within the Computerized
Patient Record System.  The MPI pro-
vides the mechanism for linking
patient information from multiple
clinical, administrative, and financial
records across VHA health care facili-
ties, enabling an enterprise-wide
view of individual and aggregate
patient information.

VHA is examining its current health
information processing environment to
plan how to best implement improve-
ments over the next 5 years.  As part
of this process, VHA is assessing:

• What a high-performance automat-
ed health system needs to provide;

• What the ideal health and informa-
tion system would look like;

• What the advantages and disadvan-
tages of our current system are;

• How best to use a phased approach
for moving from the current to the
ideal environment.

Veterans Benefits
Administration

VBA, in recent years, has sought to
improve the information it relies on
in all facets of its operations from
claims processing to FTE hiring pat-
terns.  Whether these data are in
legacy systems or a data warehouse
environment, the output must be
accurate and consistent in order to
be effective.  Managing the accuracy
of these data necessitates an ongoing
commitment.  In 2003, VBA again
invested resources in support of this
commitment.  By using data quality
methods and strategies across all its
business lines, VBA continues to
show improvements in its data. 

The Compensation & Pension (C&P)
program has moved to a specializa-
tion approach in its work processes.
VBA has found that these specialized

work processes allow for greater
workload control, development of
expertise by the staff, more accurate
and consistent directions, and more
efficient and timely processing.
These strategies and a significant
reliance on information technology
and employee development have
improved our claims processing and
the quality of data.

The Office of Performance Analysis
and Integrity (PA&I) completed its
first year of operations.  The office
now performs many of the data qual-
ity functions formerly carried out by
other VBA components.  Some of the
work conducted by PA&I that con-
tributed to the value and quality of
data collection is discussed below.

In the performance analysis area,
VBA analyzed its cycle time with the
goal of reducing the time required
for processing a claim.  One conclu-
sion offered by the study was to
upgrade one of the management
information tools used for making
decisions. 

PA&I also gathers and reviews per-
formance data on a monthly basis.
This information is then presented in
report format as part of the Deputy
Secretary’s Monthly Performance
Review where data generated within
VBA as well as provided to VBA are
discussed for accuracy and consisten-
cy.  Decisions for subsequent correc-
tions of problem areas are addressed
at the highest managerial levels.
Another ongoing analysis PA&I con-
ducts involves a review of the num-
ber of days to receive service medical
records from the National Personnel
Records Center. 

Data presented in reliable, timely,
and accurate reports are generated
and provided to VBA managers and
stakeholders.   Some of the report
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modules PA&I brought online or
enhanced this past year include:

• The Appraisal System.  This system
is currently used to track property
appraisals for the Loan Guaranty
program. 

• The Inventory Management
System (IMS).  In addition to the
data collected from the Benefits
Delivery Network and Claims
Automated Processing System, IMS
now reflects information collected
from the Modern Award
Processing-Development system.
The enhanced reports allow man-
agers in the field and Central
Office to more efficiently manage
the workload. 

• The Gulf War Veterans Information
System (GWVIS).  This system was
enhanced to include VHA data on
inpatient and outpatient visits from
deployed Gulf War veterans.  This
represents an expansion of GWVIS,
presenting a broad spectrum of sta-
tistics about Gulf War veterans.

• Ad hoc requests.  These require
data from single or multiple VBA
source systems.  Using established
business rules (definitions of what
the data represent), consistent,
useful, timely, and accurate infor-
mation reports are provided to
requestors.  VBA business lines,
external stakeholders, and interest-
ed parties (such as the
Congressional Budget Office,
General Accounting Office, and vet-
erans service organizations) regu-
larly request information on
various cohorts of veterans con-
cerning their compensation and
pension benefits usage.

Data quality is ensured through the
development of integrity and internal
controls.  One approach is to explore
data mining tools as an option to
identify and deter potential fraud,
waste, and abuse.  Practical examples

include identifying veterans with
improper dependents, non-suspended
accounts with multiple returned pay-
ments, and discrepant data between
various systems.  Data mining can be
used to highlight questionable data
and system failures or anomalies. 

VBA began its Large Payment
Verification Review in October 2001
and continued in 2003.  Lists of C&P
payments over $25,000 are provided
to field stations for review and certifi-
cation at the director level.  As of
August 2003, over 38,000 cases were
reviewed leading to over $6.6 million
in recoveries from erroneous pay-
ments.  PA&I works closely with C&P
Service to facilitate and track this
function to enhance program integri-
ty and fraud detection efforts. 

PA&I, in cooperation with C&P
Service, led efforts to identify and
test various options to identify cor-
rect address information for veterans.
With the wide use of electronic funds
transfer, many beneficiary addresses
had become out of date.  A 3 month
pilot demonstrated that deploying a
nationwide contract for online
address capability for all VBA field
offices will effectively enhance accu-
rate data in VBA beneficiary records.

PA&I is involved in the VBA Annual
Statement of Written Assurance
(SWA), which attests to the adequacy
of its management controls.  The
2003 process was enhanced by
including a list of critical elements
provided by VBA service and staff
offices for field review and certifica-
tion.  SWA training is provided to
field station management analysts to
promote compliance with manage-
ment and internal controls permitting
only proper payment of benefits.

Since the mid 1990’s, VBA has con-
ducted customer satisfaction surveys

for all its major business lines as a
way to obtain direct feedback from
the individuals receiving services
from VBA.  In 2003, information on
the quality of service delivery was
obtained from C&P claimants, per-
sons receiving education benefits,
homeowners with a VA loan, and vet-
erans in (or having completed) the
vocational rehabilitation program, as
well as the insurance policyholders.
These surveys produce statistics on
the performance at the national,
administrative, and regional office
(RO) levels.  The results of the sur-
veys are posted on VBA’s Intranet
Web site.  PA&I conducts special
analyses showing key drivers of cus-
tomer satisfaction and comparisons
of performance among ROs to help
focus on service improvements. 

National
Cemetery
Administration

Experience and recent historical data
show that about 80 percent of those
interred in national cemeteries
resided within 75 miles of the ceme-
tery at the time of death.  From this
experience, NCA considers eligible
veterans to have reasonable access if
a burial option (whether for casketed
or cremated remains) is available
within 75 miles of the veteran’s place
of residence.  NCA determines the
percent of veterans served by exist-
ing national and state veterans ceme-
teries within a reasonable distance of
their residence by analyzing census
data on the veteran population.
Arlington National Cemetery, operat-
ed by the Department of the Army,
and Andrew Johnson National
Cemetery and Andersonville National
Cemetery, operated by the
Department of the Interior, are
included in this analysis.  In 2000,
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VA’s Office of the Actuary released
VetPop2000, the authoritative VA esti-
mate and projection of the number
and characteristics of veterans.  From
2000 through 2002, actual perform-
ance was based on the VetPop2000
model using updated 1990 census
data.  Beginning in 2003, actual per-
formance is based on a revised
VetPop2000 model using 2000 cen-
sus data.  Projected openings of new
national or state veterans cemeteries
and changes in the service delivery
status of existing cemeteries are also
considered in determining the veter-
an population served.  (Multiple
counts of the same veteran popula-
tion are avoided in cases of service-
area overlap.) 

NCA collects data monthly through
field station input to the Burial
Operations Support System on the
timeliness of marking graves.  After
reviewing the data for general con-
formance with previous report peri-
ods, headquarters staff validates any
irregularities through contact with the
reporting station.

Since 2001, NCA has used an annual
nationwide mail survey to measure
the quality of service provided by
national cemeteries as well as their
appearance.  The survey provides sta-
tistically valid performance informa-
tion at the national and Memorial
Service Network levels and at the
cemetery level for cemeteries having
at least 400 interments per year.  The
survey collects data annually from
family members and funeral directors
who recently received services from a
national cemetery.  To ensure sensi-
tivity to the grieving process, NCA
allows a minimum of 3 months after
an interment before including a
respondent in the sample population.
VA headquarters staff oversees the
data collection process and provides
an annual report at the national level. 

In 2003, NCA established standards
and measures for key operational
processes including interments,
grounds maintenance, and head-
stones and markers.  In conjunction
with these standards, NCA has initiat-
ed an Organizational Assessment and
Improvement Program to identify
and prioritize continuous improve-
ment opportunities, and to enhance
program accountability by providing
managers and staff at all levels with
one NCA "scorecard."  In 2004,
assessment teams will begin to con-
duct site visits to all national cemeter-
ies.  All national cemeteries will be
visited on a rotating basis to validate
performance reporting. 

Office of
Inspector
General (OIG)
Performance
Audits

The OIG made an assessment of the
Department’s data quality in the
Major Management Challenges sec-
tion of this report.  This information
is shown on pages 143 to 171.
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Veterans Benefits Administration
Quality Assurance Program (Millennium Act)

Summary of
Findings and
Trends –
Compensation and
Pension

Accuracy reviews are accomplished
through an outcome-based system,
Statistical Technical Accuracy Review
(STAR).  STAR reports are based on
the month that a case was complet-
ed, not when it was reviewed.  Cases
are requested to be submitted for
review no later than the end of the
following month. 

Reviews of rating-related work (disabil-
ity or death determinations) and
authorization-related (generally not
requiring a disability or death determi-
nation) products have a specific focus: 

• The benefit entitlement review
ensures all issues are addressed,

VCAA-compliant claim assistance
was provided, and the resulting
decision was correct, including
effective dates.

• The decision documentation/notifi-
cation review includes adequate
and correct decision documentation
and proper decision notification.

VBA maintains a quality assurance program independent of the field

stations responsible for processing claims and delivering benefits.  The

following information about our programs including compensation and

pension, education, vocational rehabilitation and employment, housing, and

insurance is provided in accordance with title 38, section 7734.
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Cases Reviewed and Employees Assigned by Program

Compensation and Pension

Education

Vocational Rehabilitation and Employment 

Housing

Insurance

Cases Reviewed

15,256

1,573

3,712

8,969

10,790

Employees Assigned

19.0

1.0

8.0

3.0

4.0

RATING AUTHORIZATION

Reviewed Accuracy Reviewed Accuracy

Benefit Entitlement 7,218 85% 5,266 87%

Decision Documentation & Notification 7,218 90% 5,366 85%

The following are results for rating and authorization reviews for the 12 month period ending July 31, 2003:

The third type of work product-relat-
ed review pertains to fiduciary work.
The reviews include all review cate-
gories and are presented in a single
overall report.  The fiduciary review
in 2003 was based on 2,772 cases
through June 2003, with an accuracy
rate of 77 percent.  Most of the

errors were found in the area of pro-
tection with the small number of
benefit entitlement issues.
"Protection" includes oversight of the
fiduciary/beneficiary arrangement,
analysis of accountings, adequacy of
protective measures for the residual
estate, and any measures taken to

ensure that VA funds are used for the
welfare and needs of the beneficiary
and recognized dependents.  If any
of the components of entitlement or
protection are in error, the entire
case is in error.



Actions Taken
to Improve
Quality –
Compensation and
Pension

To ensure accountability for correc-
tive actions, regional offices are now
required to certify, on a quarterly
basis, the corrective actions taken for
errors documented on the national
STAR.  Reports on the corrective
actions are submitted to VBA
Headquarters, where they are
reviewed to determine the adequacy
of the corrective actions.  Reliability
of the reports will be monitored dur-
ing the cyclical management site vis-
its.  Beginning in 2004, formal quality
improvement plans are being
required from all regional offices
with rating benefit entitlement accu-
racy below 80 percent.

VBA has implemented a uniform
national individual performance
review plan with standardized review
categories, sample size, and perform-
ance standards.

Training using a variety of mediums
including satellite broadcasts, training
letters, and computer-assisted train-
ing, will remain a priority.  Particular
effort is made to ensure high-quality
centralized training for new veteran
service representatives and rating
veteran service representatives. 

VBA developed a supplemental review
to monitor the quality of written com-
munication for clarity and conciseness
(as opposed to technical accuracy
measured by the STAR).  Reviews will
be initiated in early 2004.

Feedback on quality is provided to
ROs for training purposes using a
philosophy of consistency in its

review and a policy of assigning
specific field stations to a dedicated
STAR reviewer.  Common STAR
error findings are used for discus-
sions and training during scheduled
site visits and as agenda items for
quarterly fiduciary program telecon-
ference calls. 

VBA is continuing to work closely
with VHA to improve the quality of
examination requests and reports.
Efforts include measuring request
and report accuracy, developing
training materials such as videotapes
and satellite broadcasts, and spon-
soring quality improvement training
sessions for key medical center and
regional office staff. 

VBA has also initiated a program of
out-basing rating veteran service rep-
resentatives (RVSRs) at selected VA
medical centers to facilitate the
examination process.  Currently,
there are 20 participating locations.
These RVSRs are spending a part of
their workday reviewing the exami-
nations for quality as a part of a
national review, which is the official
performance measure for quality in
this area.  The STAR staff continues to
conduct the majority of examination
report quality reviews, but the out-
based RVSRs’ participation has signif-
icantly expanded review capacity. 

Summary of
Findings and
Trends – Education 

Of the 1,573 cases reviewed, there
were 86 decisions with payment
errors and 390 with service errors
(note: some cases had more than 1
service error).  Eligibility and entitle-
ment determinations constituted
approximately 3 percent of the serv-
ice errors.  Development errors and
due process notification errors were

9 and 28 percent, respectively, of the
service errors.  From 2002 to 2003,
payment accuracy improved slightly
from 92.6 percent to 93.5 percent.

Actions Taken
to Improve
Quality –
Education

As in previous years, the 2003 quar-
terly quality review results identified
error trends and causes; these
become topics for regional process-
ing offices in conducting refresher
training.  Annual appraisal and assis-
tance visit reports provided recom-
mendations for improving specific
quality areas.  Both payment accura-
cy and service accuracy improved
slightly.  As predicted in 2002, overall
quality continues to improve as the
Education adjudicators hired in 2001
gain more experience. 

Although the service area of notifica-
tion improved in 2003, it remains the
most problematic area.  The checklist
used for quality assurance reviews
was modified in 2002 to distinguish
between errors in due process
notices (for disallowance, reduction,
or termination of benefits) and other
notification errors.  This allowed
Education Service to determine that
most notification errors were not due
process errors but were in other less
critical areas of internal and external
notification.  Overall, the rate of both
due process and other notification
errors decreased in 2003, indicating
that periodic refresher training in
these areas, which began in 2002
and continued in 2003, has been
effective.  Training will continue into
2004 until the quality reviews show
that the need for refresher training is
no longer needed. 
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Education Service is continuing its proj-
ect to develop standardized training
and certification for employees.  The
first phase, covering claims processing
tasks, was completed in November
2002.  The project is expected to have
a significant impact in raising quality
scores and maintaining them at high
levels when the project is fully imple-
mented over the next few years. 

Summary of
Findings and
Trends –
Vocational
Rehabilitation and
Employment

In 2003, VR&E conducted quality
reviews on a total of 3,712 cases.  The
reviews were conducted over a 12
month period.  The goal was to
review at least 64 cases from each
station.  Each station was reviewed
twice during the year. 

Following are the results from the bal-
anced scorecards as of August 31, 2003:

• Accuracy of entitlement determina-
tions was 92 percent

• Accuracy of evaluation planning
and service delivery was 83 percent

• Accuracy of fiscal decisions was 85
percent

• Accuracy of outcome decisions was
81 percent

Actions Taken
to Improve
Quality –
Vocational
Rehabilitation and
Employment

Following are recommendations that
were implemented in 2003:

• New employees were selected for
the quality assurance (QA) team
reviewers.  The new QA team was
designed to ensure that consistency
in the scoring of the cases is main-
tained. 

• An out-briefing with the VR&E staff
is held after each station’s review to
discuss significant findings and pro-
vide training to the field.

• A QA Review Board has been estab-
lished for stations that wish to
request reconsideration of decisions
during the QA review.

• In-service training is continually
provided to the team.  Additionally,
satellite broadcasts are scheduled
and held for VR&E staff training in
the regional offices.

The local QA reviews were imple-
mented in all regional offices during
the first quarter of 2003.  Each
regional office conducts a review of
10 percent of their caseload each
year.  QA reports were developed
and will be available on the Web site
by the first quarter of 2004.

Summary of
Findings and
Trends – Housing 

The housing program reviewed 8,969
cases under its statistical quality con-
trol program in 2003.  Approximately
735 defects were found.  This trans-
lates to a defect rate of 2.38 percent,
with the current national accuracy
index being 97.62 percent.  This is an
improvement of a .79 percentage
point above 2002.

The housing quality assurance pro-
gram includes elements beyond the
review of cases.  The Lender
Monitoring Unit performed 41 on-site
audits and 28 in-house audits of
lenders participating in VA’s home
loan program. 

The Portfolio Loan Oversight Unit
(PLOU) conducts two types of
reviews: in-house and on-site.  In-
house reviews are conducted on a
continuous basis; approximately
52,800 reviews were completed in
2003.  PLOU reviewed billing invoic-
es and completed performance
reviews from the portfolio services
contractor, Countrywide Home
Loans (CHL), in addition to solving
problems associated with portfolio
loans and properties.  These reviews
covered 34 topics.

During 2003, two new quality
schedules were added to reflect
recent changes in the way the loan
guaranty program is administered.
These include Schedule 112-Field
Reviews, and Schedule 231-
Certificates of Eligibility Processed
by an Eligibility Center. 

Associated with these changes, Loan
Guaranty staff conducted 10 on-site
reviews of regional loan centers and
eligibility centers identifying 172
strengths, 100 weaknesses, and 50
best practices, and mandating 32 cor-
rective actions.  Other on-site reviews
were made to CHL facilities.  Those
included:

• Foreclosure, bankruptcy, and loss
mitigation issues were covered at a
site review of CHL’s Plano, Texas
offices in January 2003;

• Customer service, delinquent loan
servicing, taxes, insurance, etc.,
were covered by site reviews in
April and August 2003 at CHL’s Simi
Valley, California offices;

• Loan Management/PLOU also con-
ducted 4,610 document reviews
during on-site visits to CHL’s Simi
Valley office in FY 2003. 

On-site performance reviews are
conducted in cooperation with VA's
oversight review team, whose
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members include: Loan Guaranty
Service (Loan Management); the
Indianapolis RO-based branch of
Loan Management (PLOU); the
Office of Inspector General
(Financial Audit Division); the
Office of Financial Policy (Financial
& Systems Quality Assurance
Service); and the Office of Resource
Management (Finance and
Administrative Services).

In 2003, the reviews by Loan
Management/PLOU recovered
excessive contractor charges by an
estimated $28,000.  Additional
amounts identified by PLOU related
to real estate tax penalties exceeded
$150,000 as of the end of 2003.
PLOU also discovered 228 real
estate owned (REO) records in CHL’s
system for properties VA had previ-
ously sold or returned custody to
the loan-servicing provider.  This will
avoid future annual tax payments of
approximately $114,000.  Lastly,
PLOU has identified over $2.4 mil-
lion in unwarranted costs resulting
from delays or errors by the prior
servicing contractor.  Actions will be
initiated to recover these monies.

VA audits of lenders during 2003
amounted to approximately $2.5
million in liability avoidance.  The
Lender Monitoring Unit also recov-
ered approximately $530,000 in
overcharges.  These overcharges
were refunded directly to veterans.

Actions Taken
to Improve
Quality – Housing

The Loan Guaranty Service in
Central Office disseminates the
results of statistical quality control
(SQC) reviews to field loan guaran-
ty divisions on a monthly basis.
Loan Guaranty conducts and

releases a trend report to field per-
sonnel.  This report identifies nega-
tive trends and action items found
during 2003 surveys.  It is pub-
lished to assist field personnel in
identifying frequent problems fac-
ing loan guaranty management.
Additionally, summaries of best
practices employed by individual
field stations are distributed quar-
terly to all field stations with loan
guaranty activity.

National training is provided to
enhance the quality of service pro-
vided to veterans and to increase
lender compliance with VA policies.
Lenders who significantly failed to
comply with policies were either
required to enter into indemnifica-
tion agreements with VA or immedi-
ately repay the agency for its losses. 

Summary of
Findings and
Trends –
Insurance 

The insurance program’s principal
quality assurance tool is the SQC
review.  It assesses the ongoing
quality and timeliness of work prod-
ucts by reviewing a random sample
of completed or pending work prod-
ucts.  These work products are gen-
erally grouped into two broad
categories based on the operating
divisions in which they are per-
formed – Policyholders or Insurance
Claims Divisions. 

The Policyholders Services Division,
whose work products deal with the
maintenance of active insurance
policies, had an overall accuracy
rate of 99.2 percent for 2003.  Work
products included correspondence,
applications, disbursements, record
maintenance, refunds, and tele-
phone inquiries.  The Insurance

Claims Division is responsible for
the payment of death and disability
awards, the issuance of new cover-
age, and the processing of benefici-
ary designations.  The accuracy rate
for insurance claims work products
was 99.4 percent.  Work products
included death claims, awards
maintenance, beneficiary and
option changes, disability claims,
and medical applications.  In total,
99.1 percent of all 2003 insurance
work products were accurate. 

Regarding timeliness, 97.2 percent of
the work products measured in the
Policyholders Services Division were
within accepted timeliness stan-
dards, and 97.4 percent completed
in the Insurance Claims Division
were considered timely as well.  In
total, 97.6 percent of all 2003 insur-
ance work products were timely. 

The insurance quality assurance
program also includes internal con-
trol reviews and individual employ-
ee performance reviews.  The
internal control staff reviews 100
percent of all employee-prepared
disbursements and also reviews
insurance operations for fraud
through a variety of reports.
Reports are generated daily and
identify death claims cases based on
specific criteria that indicate possible
fraud.  Primary end products
processed by employees in the
operating divisions are evaluated,
based on the elements identified in
the Individual Employee
Performance Requirements.  As a
result of these controls, insurance
disbursements have been 99.5 per-
cent accurate. 
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Actions Taken
to Improve
Quality –
Insurance

The Insurance Service utilizes SQC
and employee performance review
programs to measure quality and
timeliness on an overall and individ-
ual basis.  Both programs are valu-
able as training tools because they
identify trends and problem areas.
When a reviewer finds an error or
discrepancy during a review, he or
she prepares an exception sheet
that clearly describes how the item
was processed incorrectly.  The
noted item is then reviewed with the
person who incorrectly processed
the form. 

SQC reviews are based on random
samples of key work products and
evaluate how well these work prod-
ucts are processed in terms of both
quality and timeliness.  Exceptions
are brought to the attention of the
insurance operations division chiefs,
unit supervisors, and employees who
worked the case. 

VBA’s Insurance Service evaluates the
SQC programs periodically to deter-
mine if they are functioning as
intended.  Currently, we are examin-
ing error and discrepancy classifica-
tions and sample sizes. 

Individual performance reviews are
conducted each month.  The per-
formance levels – critical and non-
critical elements – are identified in
the Individual Employee
Performance Requirements.  These
reviews are based on a random
sampling of the primary end prod-
ucts turned out by employees in the
operating divisions.  Those items
found to have errors are returned to
the employee for correction.  At the

end of the month, supervisors
inform employees of their error
rates and timeliness percentages as
compared to acceptable standards.

The insurance program has imple-
mented the first eight of more than a
dozen job aids under the initiative
called Skills, Knowledge and
Insurance Practices and Procedures
Embedded in Systems (SKIPPES).
This program captures ‘best prac-
tices’ for processing various work
items and makes them available on
each employee’s desktop.  It is
expected that the SKIPPES job aids
will further reduce error rates and
improve timeliness. 

Standards of
Independence

Each VBA business line assigns staff
who are responsible for quality
assurance.  These employees do not
process claims or deliver benefits,
with the exception of the VR&E
Service.  VR&E’s quality reviews are
performed by teams consisting of
three representatives from headquar-
ters along with rotating VR&E officers
from the field.

The General Accounting Office (GAO)
reviewed the C&P Service's plan to
increase staffing and review sufficient
samples to independently assess RO
claims processing accuracy.  A report
was issued titled, "Veterans’ Benefits:
Quality Assurance for Disability
Claims Processing" (GAO-01-930R
VBA Disability Claims Processing) in
August 2001.  GAO concluded, "VBA's
planned modification would bring
the STAR system into compliance
with our recommendation regarding
standards on segregation of duties
and organizational independence."

VBA conducts rigorous reviews under
published guidelines using detailed
schedules in program manuals.  The
quality assurance programs are sub-
ject to external review by oversight
agencies such as the VA Office of
Inspector General and GAO. 
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For each measure that resulted in
non-achievement of a performance
target (highlighted in red), we
provide a brief explanation as to why
there was a significant deviation
between the actual and planned
performance level, and we identify
the steps being taken to ensure goal
achievement in the future.  A
notation has been made to indicate
if final data were not available at the
time of publication.  Available final
data will be reported in the FY 2005
Congressional Budget and in the FY
2004 Performance and
Accountability Report.

VA uses the balanced measures
concept to monitor program and
organizational performance.  Rather
than focusing attention solely on
one or two types of performance
measures, we examine and regularly
monitor several different types of
measures to provide a more
comprehensive and balanced view
of how well we are performing.

While each of our major program
elements uses a balanced family of
measures, the specific measures
vary somewhat from organization to
organization, and thus, from
program to program.  The
performance measures for each
organization have been tailored to
fit the strategic goals of the
programs for which each
organization is responsible.

Taken together, the measures in the
following tables and the
Department’s key measures
demonstrate the balanced view of
performance VA uses in assessing
how well we are doing in meeting
our strategic goals, objectives, and
performance targets.

The GPRA program activity structure
is somewhat different from the
program activity structure shown in
the program and financing (P&F)
schedules of the President's Budget.
However, all of the P&F schedules

(budget accounts) have been aligned
with one or more of our programs to
ensure all VA program activities are
covered.  The program costs
(obligations) represent the estimated
total resources available for each of
the programs, regardless of which
organizational element has
operational control of the resources.
The performance measures and
associated data for each major
program apply to the entire group of
schedules listed for that program.

Performance Measures By 
Organization And Program

In addition to VA’s key performance goals, there are other supporting

performance measures, identified and discussed in the following tables, by

which VA evaluates its success.  The tables show available trend data for a 5

year period and associated target levels of performance grouped by

organization and program, including the total amount of resources (FTE and

obligations) for each program.  Within each group, the performance measures

are structured as follows:

• Target was met or exceeded (green);

• Target was not met, but the deviation did not significantly affect goal

achievement (yellow);

• Target was not met, and the difference significantly affected goal

achievement (red).
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A Letter from the Chief 
Financial Officer
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I am pleased to report that the Department of Veterans Affairs continued its tradition of finan-
cial excellence in FY 2003.  For the fifth straight year, VA received an unqualified opinion on its
financial statements from the external auditors, Deloitte & Touche.  We continue to improve
our fiscal management and accountability by enhancing internal controls, complying with
financial management laws and regulations, and taking timely corrective actions on the 
auditors’ recommendations concerning reportable conditions, material weaknesses, 
and nonconformances.

In FY 2003, we made significant progress on the two outstanding material weaknesses 
reported by Deloitte & Touche — Information Technology Security Controls and Lack of
Integrated Financial Management System.  We have maximized resources to make significant improvement in our overall
security posture in the near term through prioritizing Federal Information Security Management Act remediation activities.
Also, the Department has attained significant milestones in the implementation of our integrated Core Financial and Logistics
System (CoreFLS).  The system will go live for all phase-one operational test sites at the beginning of FY 2004, and we plan
to conclude full implementation nationwide on schedule.  

In addition, we corrected one material weakness, Housing Credit Assistance Program, and plan to close another, Personnel
Accounting Integrated Data (PAID) System — Mission Performance, by October 2003.  We are currently working on the
remaining two material weaknesses, Inadequate Controls/Weaknesses in the Compensation and Pension Payment Process,
and Compensation and Pension System — Lack of Adaptability and Documentation.  We have begun efforts to address the
requirements of the Improper Payments Information Act of 2002 and have initiated procedures to augment our internal con-
trols in the area of erroneous payments.  We continue to take measures to pinpoint overpayments in each program area and
determine the nature and causes of the overpayments.  Also, to address the Compensation and Pension System weakness,
we have remediation plans in place for total conversion to the Veterans Services Network (VETSNET) to replace the current
payment system.  When implemented, VETSNET will enhance our responsiveness to veterans’ needs.

The Department continues to make progress in implementing the Government Performance and Results Act.  We continue to
assess and refine our performance measures, the quality of data used to compute those measures, and procedures for com-
piling performance data.  Also, procedures are being developed to enhance data validation to ensure that our stakeholders
have useful and accurate performance data. 

While we are proud of our accomplishments in FY 2003, we will continue to improve all aspects of our performance and
strive to maintain higher financial management standards in FY 2004.  We will also continue to promote effective 
management controls and focus on implementation of the President’s Management Agenda initiatives.

William H. Campbell 
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Basis of Presentation
The Department of Veterans
Affairs’ (VA) consolidated financial
statements report all activities of
VA components, including the
Veterans Health Administration
(VHA), Veterans Benefits
Administration (VBA), National
Cemetery Administration (NCA)
and staff organizations. The con-
solidated financial statements
meet the requirements of the Chief
Financial Officers (CFO) Act of
1990 and the Government
Management Reform Act (GMRA)
of 1994. The consolidated financial
statements differ from the finan-
cial reports used to monitor and
control budgetary resources, but
are prepared from the same books
and records. The statements
should be read with the under-
standing that VA is a component
unit of the U.S. Government. VA
fiscal year (FY) 2003 and FY 2002
financial statements are presented
in conformity with the Office of
Management and Budget's (OMB)
Bulletin No. 01-09, "Form and
Content of Agency Financial
Statements," as amended. 

Reporting Entity
The mission of VA is to provide
medical care, benefits, social sup-
port, and lasting memorials to veter-
ans, their dependents, and
beneficiaries [(38 U.S.C. Section
301(b) 1997)].

The Department is organized under
the Secretary of VA. The Secretary's

office includes a Deputy Secretary
and has direct lines of authority
over the Under Secretary for Health
(VHA), the Under Secretary for
Benefits (VBA), and the Under
Secretary for Memorial Affairs
(NCA). Additionally, six Assistant
Secretaries, an Inspector General, a
General Counsel, the chairmen of
the Board of Contract Appeals and
the Board of Veterans’ Appeals 
support the Secretary. 

Budgets and Budgetary
Accounting
Budgetary accounting measures
appropriation and consumption
of budget/spending authority or
other budgetary resources, and
facilitates compliance with legal
constraints and controls over the
use of Federal funds. Under
budgetary reporting principles,
budgetary resources are con-
sumed at the time of the pur-
chase. Assets and liabilities that
do not consume budgetary
resources are not reported, and
only those liabilities for which
valid obligations have been
established are considered to
consume budgetary resources.

Basis of Accounting 
The accompanying consolidated
financial statements have been pre-
pared in accordance with Federal
Accounting Standards Advisory
Board (FASAB) standards. The
Comptroller General, the Secretary
of the Treasury, and the Director of
the OMB sponsor FASAB, which

determines Federal accounting 
concepts and standards.

Revenues and Other
Financing Sources
Exchange revenues are recognized
when earned to the extent the rev-
enue is payable to VA from other
Federal agencies or the public as a
result of costs incurred or services
performed on its behalf. Revenue is
recognized at the point the service is
rendered. Imputed financing sources
consist of imputed revenue for
expenses relating to legal claims
paid by Treasury’s Judgment Fund
and post-retirement benefits for VA
employees. Non-exchange revenue,
e.g., donations, are recognized
when received, and related receiv-
ables are recognized when measur-
able and legally collectible, as are
refunds and related offsets.

Accounting for
Intragovernmental Activities
VA, as a department of the Federal
Government, interacts with and is
dependent upon the financial activi-
ties of the Federal Government as a
whole. Therefore, these consolidat-
ed financial statements do not
reflect the results of all financial
decisions applicable to VA as
though the department were a
stand-alone entity.

In order to prepare reliable finan-
cial statements, transactions occur-
ring among VA components must
be eliminated. All significant intra-
entity transactions were eliminated
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Notes to Consolidated Financial Statements
For the Years Ended September 30, 2003 and 2002 (Dollars in Millions)

1. Summary of Significant Accounting Policies



from VA's consolidated financial
statements.

Fund Balance with Treasury
The Department of the Treasury
(Treasury) performs cash manage-
ment activities for all Federal
Government agencies. The Fund
Balance with Treasury represents
the right of VA to draw on the
Treasury for allowable expenditures.
Trust fund balances consist primarily
of amounts related to the Post-
Vietnam Educational Assistance
Trust Fund, the National Service Life
Insurance (NSLI) Fund, the United
States Government Life Insurance
(USGLI) Fund, the Veterans Special
Life Insurance (VSLI) Fund, General
Post Fund, and the National
Cemetery Gift Fund. The use of
these funds is restricted.

Cash
Cash consists of Canteen Service
and Loan Guaranty Program
amounts held in commercial banks
as well as Agent Cashier advances at
VA field stations. Treasury processes
all other cash receipts and disburse-
ments. Amounts relating to the Loan
Guaranty Program represent
deposits with trustees for offsets
against loan loss claims related to
sold loan portfolios.

Investments
Investments are reported at cost and
are redeemable at any time for their
original purchase price. Insurance
program investments, which com-
prise most of VA's investments, are
in non-marketable Treasury special
bonds and certificates. Interest rates
for Treasury special securities are
based on average market yields for
comparable Treasury issues. Special
bonds, which mature during various
years through the year 2017, are
generally held to maturity unless
needed to finance insurance claims

and dividends. Other investments
from VA programs are in securities
issued by Treasury, with the excep-
tion of Insurance Program holdings
in stock received from Prudential as
a result of its demutualization and
the Loan Guaranty Program invest-
ments, which are in trust certificates
issued by the American Housing
Trusts, private entities not associated
with the Government.

Allowances are recorded to reflect
estimated losses of principal as a
result of the subordinated position
in American Housing Trust certifi-
cates I through V. The estimated
allowance computations are based
upon discounted cash flow analysis.
Although VA continues to use the
income from these subordinated
certificates to cover the immediate
cash requirements of the Federal
guarantee on loans sold under
American Housing Trust certificates
VI through XI and the Veterans
Mortgage Trust program, the income
is reimbursed to VA and is not used
to pay the amount of the realized
losses on guaranteed loan sales.

Accounts Receivable
Intragovernmental accounts receiv-
able consists of amounts due from
other Federal Government agen-
cies. No allowances for losses are
required. 

Public Accounts Receivable consists
mainly of amounts due from
patients and third-party insurers for
veterans’ health care and amounts
due from individuals for compensa-
tion, pension, and readjustment
benefit overpayments. For FY 2003
and FY 2002, allowances for bad
debt losses were 9 percent and 16
percent, respectively, for medical-
related contractually adjusted
receivables.  Educational–related
receivables bad debt allowances

were 37 percent for FY 2003 and
45 percent for FY 2002.
Compensation and pension benefits
overpayment-related bad debt
receivables were 74 percent for
both FY 2003 and FY 2002.

VA is required by Public Law 96-466
to charge interest and administrative
costs on benefits debts similar to
charges levied on other debts owed
the Federal Government. In a July
1992 decision, the former VA Deputy
Secretary decided that VA would not
charge interest on compensation
and pension debts. This decision
continues to be VA policy.

Loans Receivable
Loans Receivable are recorded as
funds are disbursed. For loans
obligated prior to October 1, 1991,
loan principal and interest receiv-
able amounts are reduced by an
allowance for estimated uncol-
lectible amounts. The allowance is
estimated based on past experi-
ence and an analysis of outstand-
ing balances. For loans obligated
after September 30, 1991, an
allowance equal to the subsidy
costs associated with these loans
reduces the loans receivable. This
reduction is due to the interest
rate differential between the loans
and borrowing from Treasury, the
estimated delinquencies and
defaults, net of recoveries, offsets
from fees, and other estimated
cash flows.

Inventories
Inventories consist of items such
as precious metals held for sale
and Canteen Service retail store
stock and are valued at cost, uti-
lizing the First In First Out (FIFO)
method. VA follows the purchase
method of accounting for operat-
ing supplies, medical supplies,
and pharmaceutical supplies in
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the hands of end users. The pur-
chase method provides that these
items be expensed when pur-
chased. VA defines an end user as
a VA medical center, regional
office, or cemetery. 

Property, Plant, and
Equipment
The majority of the general property,
plant, and equipment is used to pro-
vide medical care to veterans and is
valued at cost, including transfers
from other Federal agencies. Major
additions, replacements, and alter-
ations are capitalized, whereas rou-
tine maintenance is expensed when
incurred. Construction costs are cap-
italized as Construction in Progress
until completion, and then trans-
ferred to the appropriate property
account. Individual items are capital-
ized if the useful life is 2 years or
more and the unit price is $100,000
or greater. Buildings are depreciated
on a straight-line basis over estimat-
ed useful lives of 25 to 40 years.
Equipment is also depreciated on a
straight-line basis over its useful life,
usually 5 to 20 years. There are no
restrictions on the use or convertibil-
ity of general property, plant, and
equipment. All VA heritage assets are
multi-use facilities and are classified
as general property, plant, and
equipment.

Other Assets
Other assets consist of advance
payments. Public advance payments
are primarily to hospitals and med-
ical schools under house staff con-
tracts, grantees, beneficiaries, and
employees on official travel.
Intragovernmental advance pay-
ments are primarily to the General
Services Administration (GSA) for
rent and Government Printing
Office (GPO) for supplies, printing,
and equipment.

Accounts Payable
Intragovernmental accounts

payable consists of amounts owed
to other Federal Government agen-
cies. The remaining accounts
payable consist of amounts due to
the public.

Loan Guarantees
For direct loan obligations and loan
guaranty commitments made after
1991, the resulting direct loans are
reported net of an allowance for
subsidy costs at present value, and
loan guarantee liabilities are report-
ed at present value. The present
value of the subsidy costs associated
with direct loans and loan guaran-
tees is recognized as a cost in the
year the direct or guaranteed loan is
disbursed. Pre-1992 direct loans and
loan guarantees are reported under
the allowance for loss method. The
nominal amount of the direct loan is
reduced by an allowance for uncol-
lectible amounts, and the liability for
loan guarantees is the amount VA
estimated will most likely require a
future cash outflow to pay defaulted
claims. Interest is accrued on VA-
owned loans by computing interest
on a loan-by-loan basis at the end
of the month and recording the
amount owed as an accrual.

The guaranteed loan sales liability
represents the present value of the
estimated cash flows to be paid by
VA as a result of the guarantee. VA
guarantees that the principal and
interest payment due on a loan
will be paid by the 15th of each
month. If the payment is not
made, VA allows the loan servicer
to receive funds from a cash
reserve account for the amount of
the deficiency. VA guarantees the
loans against losses at foreclosure.
Although VA will not buy back the
loan, VA will pay the loan loss and
foreclosure expenses.

Debt
All Intragovernmental debt is due to
Treasury and is primarily related to
borrowing by the Loan Guaranty
Program. The interest rates ranged
from 1.20 to 5.03 percent in FY
2003 and from 1.94 to 5.62 percent
in FY 2002. VA's financial activities
interact with and are dependent
upon those of the Federal
Government as a whole. 

Insurance Liabilities
Actuarial reserve liabilities for VA's
insurance programs are based on
mortality and interest rate assump-
tions at the time of issue. These
assumptions vary by fund, type of
policy and type of benefit. The inter-
est rate assumptions range from
2.25 to 5.0 percent for both the FY
2003 and FY 2002 calculations.

Annual Leave
The accrued annual leave balance
is adjusted at the end of the fiscal
year to reflect current pay rates for
leave that has been earned but not
taken. Sick and other types of non-
vested leave are expensed as
taken. To the extent appropriations
are not available to fund annual
leave earned but not taken, fund-
ing will be obtained from future
financing sources.

Workers’ Compensation
Liability
The Federal Employees’
Compensation Act (FECA) provides
income and medical cost protec-
tion to covered Federal civilian
employees injured on the job,
employees who have incurred a
work-related occupational disease,
and beneficiaries of employees
whose deaths are attributable to
job-related injuries or occupational
diseases. Claims incurred for bene-
fits for VA employees under FECA
are administered by the
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Department of Labor (DOL) and
are ultimately paid by VA.

Workers’ compensation is com-
prised of two components: (1) the
accrued liability which represents
money owed by VA to DOL for
claims paid by DOL on behalf of VA
through the current fiscal year, and
(2) the actuarial liability for com-
pensation cases to be paid beyond
the current year.

Future workers’ compensation esti-
mates are generated from an appli-
cation of actuarial procedures
developed by DOL to estimate the
liability for FECA benefits. The liabil-
ity for future workers' compensa-
tion benefits includes the expected
liability for death, disability, med-
ical, and miscellaneous costs for
approved compensation cases and
for potential cases related to
injuries incurred but not reported.
The liability is determined by utiliz-
ing historical benefit payment pat-
terns related to a particular period
to estimate the ultimate payments
related to that period.

Pension, Other Retirement
Benefits, and Other Post-
Employment Benefits
Each employing Federal agency is
required to recognize its share of
the cost and imputed financing of
providing pension and post-retire-
ment health benefits and life insur-
ance to its employees. Factors used
in the calculation of these pensions
and post-retirement health and life
insurance benefit expenses are pro-

vided by the Office of Personnel
Management (OPM) to each agency.

VA’s employees are covered under
the Civil Service Retirement System
(CSRS) and the Federal Employees
Retirement System (FERS) to which
VA makes contributions according
to plan requirements. CSRS and
FERS are multi-employer plans. VA
does not maintain or report infor-
mation about the assets of the
plans, nor does it report actuarial
data for the accumulated plan ben-
efits. That reporting is the responsi-
bility of OPM. 

Veterans Benefits Liability
VA provides compensation benefits
to veterans who are disabled by
military service-related causes.
Benefits are also provided to
deceased veterans’ beneficiaries.
These benefits are provided in
recognition of a veteran’s military
service. The liability for future com-
pensation payments is reported on
VA’s balance sheet at the present
value of expected future payments,
and is developed on an actuarial
basis. Various assumptions in the
actuarial model, such as the num-
ber of veterans and dependents
receiving payments, discount rates,
cost of living adjustments and life
expectancy, impact the amount of
the liability.

Litigation
VA is a party in various administra-
tive proceedings, legal actions, and
claims brought against it. In the
opinion of VA management and

legal counsel, the ultimate resolu-
tions of these proceedings, actions,
and claims, will not materially affect
the financial position or results of
VA operations.

Estimates
The preparation of the financial
statements requires management to
make estimates and assumptions
that affect the amounts reported in
the financial statements and accom-
panying notes. Such estimates and
assumptions could change in the
future as more information
becomes known, which could
impact the amounts reported and
disclosed herein.
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2. Non-Entity Assets

3. Fund Balance With Treasury

Entity and Non-Entity assets have been combined on the face of the balance sheet. 
Non-Entity assets relate primarily to patient funds.
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4. Cash

5. Investments
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6. Accounts Receivable, Net

7. Direct Loans and Loan Guarantees

Direct loan obligations and loan
guarantee commitments made after
1991, and the resulting direct loans
or loan guarantees, are governed
by the Federal Credit Reform Act of
1990. The Act provides that the
present value of the subsidy costs
associated with direct loans and
loan guarantees be recognized as a
cost in the year the direct or guar-
anteed loan is disbursed. Direct
loans are reported net of an
allowance for subsidy costs at pres-
ent value, and loan guarantee liabil-
ities are reported at present value.
Pre-1992 direct loans and loan
guarantees are reported under the
allowance for loss method. The
nominal amount of the direct loan
is reduced by an allowance for
uncollectible amounts, and the lia-
bility for loan guarantees is the
amount VA estimates will most like-

ly require a future cash outflow to
pay defaulted claims. 

Interest is accrued on VA-owned
loans by computing interest on a
loan-by-loan basis at the end of the
month and recording the amount
owed as an accrual. 

The recorded value of loans receiv-
able, net, and the value of assets
related to direct loans are not the
same as the proceeds that VA would
expect to receive from selling its
loans. VA operates the following
direct loan and loan guaranty pro-
grams:

• Vocational Rehabilitation and
Employment;

• Education;
• Insurance; and
• Loan Guaranty

Under the Loan Guaranty Program,
a loan may be made to an eligible
veteran by an approved private sec-
tor mortgage lender. VA guarantees
payment of a fixed percentage of
the loan indebtedness to the holder
of such a loan, up to a maximum
dollar amount, in the event of
default by the veteran borrower.
When a delinquency is reported to
VA and no realistic alternative to
foreclosure is developed by the
loan holder or VA supplemental
servicing of the loan, VA deter-
mines, through an economic analy-
sis, whether VA will authorize the
holder to convey the property
securing the loan (foreclosure) or
pay the loan guarantee amount to
the holder. 
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Direct Loans
Loans receivable related to direct loans represent the net value of assets related to pre-1992 and post-1991 direct loans acquired.
For pre-1992 loans, VA employs the allowance for loss method in which the assets are offset by an allowance for loan losses (esti-
mated uncollectible loans). For post-1991 loans, the assets are offset by an allowance for subsidy costs. An analysis of loans receiv-
able and the nature and amounts of the subsidy costs associated with the direct loans are provided in the tables that follow:

Direct Loans Disbursed
The total amount of direct loans disbursed for the years ended September 30, 2003 and 2002, was $563 and $1,076 million,
respectively. 

Provision for Losses on Pre-1992 Loans
One element of the cost of the mortgage loan benefit that VA provides to veterans is the present value of the cost VA will bear
as loans already guaranteed default in the future. This cost is reflected in the financial statements as an offset to the value of
certain related assets. 

The provision for losses on vendee loans is based upon historical loan foreclosure results applied to the average loss on
defaulted loans. The calculation is also based on the use of the average interest rate of U.S. interest-bearing debt as a discount
rate on the assumption that VA's outstanding guaranteed loans will default over a 12-year period. For FY 2003, VA determined
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that these vendee loans have sufficient equity due to real estate appreciation and buy-down of principal, to minimize or elimi-
nate any potential loss to VA. The components of the provision are as follows:

Subsidy Expense for Post-1991 Direct Loans
Pursuant to the Credit Reform Act, all direct loans established after September 30, 1991, will be subsidized. The subsidy expense
for direct loans is as shown: 

Subsidy Rates for Direct Loans by Component
The subsidy rates disclosed below pertain only to the current year cohorts. These rates cannot be applied to the direct loans
disbursed during the current reporting year to yield the subsidy expense. The subsidy expense for new loans reported in the
current year could result from disbursements of loans from both current year cohorts and prior year(s) cohorts. The subsidy
expense reported in the current year also includes reestimates.

Allowance for Subsidy for Direct Loans  (Post-1991)
VA reports the allowance for subsidy for direct loans, subject to Credit Reform requirements. For these loans, the allowance for
subsidy represents the present value of the estimated net cash flows to be paid by VA as a result of a disbursed direct loan. VA
disburses a direct loan and receives an allowance for subsidy along with borrowing from Treasury. For both FY 2003 and FY
2002, the subsidy rate is 0.86 percent. The allowance for subsidy as of September 30, 2003 and 2002 is ($974) and ($853) mil-
lion respectively. 
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Schedule for Reconciling Subsidy Cost Allowance Balances

Loan Guarantees
Loans receivable related to loan guarantees represent the net value of assets related to pre-1992 and post-1991 defaulted
guaranteed loans and non-defaulted guaranteed loans. For pre-1992 loans, VA employs the allowance for loss method in
which the assets are offset by an allowance for loan losses (estimated uncollectible loans). An analysis of loans receivable,
loan guarantees, the liability for loan guarantees, and the nature and amounts of the subsidy costs associated with loan guar-
antees are provided in the tables that follow:
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Foreclosed Property
Prior to the foreclosure of property secured by a VA loan, VA obtains an independent appraisal of the property. This appraisal is
reviewed by VA staff who make a determination of the fair market value. To determine the net value of the property, VA costs
for acquisition, management and disposition of the property, as well as estimated losses on property resale, are subtracted
from the estimated fair market value. As of September 30, 2003 and 2002, the estimated number of residential properties in
VA’s inventory was 11,872 and 11,981, respectively. For FY 2003 and FY 2002, the average holding period from the date proper-
ties were conveyed to VA until the properties were sold was estimated to be 8.9 months and 8.7 months, respectively. The
number of properties for which foreclosure proceedings are in process is estimated to be 10,513 and 10,986 as of September
30, 2003 and 2002, respectively.

Guaranty Commitments
As of September 30, 2003, VA had outstanding commitments to guarantee loans that will originate in FY 2004. The number and
amount of commitments could not be determined, as VA has granted authority to various lenders to originate VA loans that meet
established criteria without prior VA approval. Nearly 90 percent of VA's guaranteed loans originate under this authority.
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Subsidy Rates for Loan Guarantees by Component
The subsidy rates disclosed below pertain only to the current year cohorts. These rates cannot be applied to the guarantees of
loans disbursed during the current reporting year to yield the subsidy expense. The subsidy expense for new loan guarantees
reported in the current year could result from disbursements of loans from both current year cohorts and prior year(s) cohorts.
The subsidy expense reported in the current year also includes reestimates.

Subsidy Expense for Post-1991 Loan Guarantees
Pursuant to the Credit Reform Act, guaranteed loans closed after September 30, 1991, will be subsidized. The subsidy expense
for loan guarantees related to the Loan Guaranty Program is as shown: 
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Loan Sales
VA continues to have vendee loan sales
to reduce the administrative burden of
servicing vendee loans. During the peri-
od FY 1992 through FY 2003, the total
loans sold amounted to $13.5 billion.
Under the sale of vendee loans, certifi-
cates are issued pursuant to the Pooling
and Servicing Agreement (the
Agreement) among VA, the Master
Servicer, and the Trustee. On the clos-
ing date of the certificates, VA transfers
its entire interest in the related loans to
the Trustee for the benefit of the related
certificate holders pursuant to the
Agreement. Under the Agreement, the
Trust will issue certificates backed by
mortgage loans and installment con-
tracts. The Trust owns the mortgage
loans and other property described in
the offering and the Trust makes elec-
tions to treat certain of its assets as one
or more Real Estate Mortgage
Investment Conduits (REMIC) for U.S.
Federal income tax purposes. The cer-
tificates represent interests in the assets
of the Trust and are paid from the
Trust’s assets. The certificates are issued
as part of a designated series that may
include one or more classes. VA guar-

antees that the investor will receive full
and timely distributions of the principal
and interest on the certificates, and that
guaranty is backed by the full faith and
credit of the Federal Government.

VA may terminate the Trust, causing the
early retirement of certificates, by pur-
chasing all of the Trust’s assets on any
distribution date on or after the distri-
bution date on which the current aggre-
gate principal balance of all principal
certificates is less than 1 percent of the
original aggregate principal balance, or
if VA determines that the Trust’s REMIC
status has been lost or a substantial risk
exists that such status will be lost. In the
event of termination, the certificate
holder will be entitled to receive pay-
ment for the full principal balance of
the certificates plus any accrued interest
and unpaid interest through the related
distribution date.

The Agreement requires the mortgage
loans to be serviced generally in com-
pliance with Fannie Mae and Freddie
Mac standards and consistent with
prudent residential mortgage loan
servicing standards generally accepted

in the servicing industry. For mortgage
loans sold during 2003 and 2004, serv-
icing is/will be performed by
Countrywide Home Loans, Inc. ("CHL"
or "Master Servicer"). The Master
Servicer is responsible for the perform-
ance of all of the servicing functions
under the Agreement. The Master
Servicer is entitled to be compensated
by receiving (1) a service fee of 0.2075
percent per annum payable monthly
and calculated by multiplying the
interest payment received by a frac-
tion, the numerator of which is 0.2075
percent and the denominator of which
is the mortgage interest rate on such
loan; (2) earnings on investment of
funds in the certificate account; and
(3) all incidental fees and other
charges paid by the borrowers and a
portion of the liquidation proceeds in
connection with the liquidated loans. 

VA completed one sale during FY 2003
and four sales during FY 2002 totaling
approximately $283 million and $970
million of vendee loans, respectively.
The components of the vendee sales
are summarized in the tables below:

Outstanding Balance of Loan Sale Guarantees
All loans sold under the American Housing Trust (AHT VI through AHT XI) and the Vendee Mortgage (VMT 92-1 through 03-1) pro-
grams carry a full government guarantee. The outstanding balance for guaranteed loans sold is summarized in the table below:
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Liability for Loan Sale Guarantees (Post-1991)
VA reports the liability on the guarantee of loans sold under the Vendee Mortgage Trust and American Housing Trust programs,
subject to Credit Reform requirements. For these loans, the guaranteed loan sale liability represents the present value of the
estimated net cash flows to be paid by VA as a result of the guarantee. These sales contain two types of guarantees for which
VA pays net cash flow. VA guarantees that the principal and interest payment due on a loan sold will be paid by the 15th of
each month. If not paid by the borrower, VA allows the loan servicer to take funds from cash reserve accounts for the deficient
amount. VA also guarantees the loan against loss at foreclosure. VA will not buy back the loans but will pay off the loan loss
and foreclosure expenses. The subsidy rate for FY 2003 and FY 2002 is 5.06 and 5.05 percent, respectively. The liability for loan
sale guarantees as of September 30, 2003 and 2002 is $77 and $210 million.

Schedule for Reconciling Loan Sale Guarantee Liability Balances

Liability for Loan Guarantees (Post-1991)
VA reports the liability on the guarantee of loans, subject to Credit Reform requirements. For these loans, the guaranteed loan
liability represents the present value of the estimated net cash flows to be paid by VA as a result of a defaulted loan guarantee.
VA guarantees the loan against loss at foreclosure for which VA pays net cash flow up to a legally specified maximum based on
the value of individual loans. VA will pay the lender the guarantee and foreclosure expenses. If an agreement can be made with
the veteran, VA may acquire the loan by refunding the lender for the loan. The FY 2003 and FY 2002 subsidy rate is 0.81 and
0.39 percent, respectively. The liability for loan guarantees as of September 30, 2003 and 2002 is $4,679 and $5,452 million.
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Schedule for Reconciling Loan Guarantee Liability Balances

Administrative Expense
Administrative expense on direct and guaranteed loans for the years ended September 30, 2003 and 2002, was $168 and $165
million, respectively. 

8. Inventories 
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9. General Property, Plant and Equipment

Depreciation and amortization expense totaled $779 and $851 million in FY 2003 and FY 2002, respectively.

10. Liabilities Not Covered By Budgetary Resources

The total amount of VA liabilities not covered by budgetary resources was $959.6 billion and $853.8 billion as of
September 30, 2003 and 2002, respectively. The following table contains the components of the balance sheet liability:
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Veterans Benefits
Certain veterans who die or are disabled from military service-connected causes, as well as their dependents, receive compen-
sation benefits. Also, veterans are provided with burial flags, headstones/markers, and grave liners for burial in a VA national
cemetery or are provided a plot allowance for burial in a private cemetery. These benefits are provided in recognition of a vet-
eran’s military service and are recorded as a liability on the balance sheet.

11. Federal Employee and Veterans Benefits

VA provides certain veterans and/or
their dependents with pension bene-
fits, based on annual eligibility
reviews, if the veteran died or was
disabled from nonservice-connected
causes. The actuarial present value of
the future liability for pension bene-
fits is a non-exchange transaction
and is not required to be recorded
on the balance sheet. The projected
amount of future payments for pen-
sion benefits (presented for informa-
tional purposes only) as of
September 30, 2003 and 2002 was
$102.7 and $91.6 billion, respectively.

Assumptions Used to
Calculate the Veterans
Benefits Liability
Several significant actuarial assump-
tions were used in the valuation of

compensation, pension, and burial
benefits to calculate the present value
of the liability. A liability was recog-
nized for the projected benefit pay-
ments to: (1) those beneficiaries,
including veterans and survivors, cur-
rently receiving benefit payments; (2)
current veterans who will in the
future become beneficiaries of the
compensation and pension programs;
and (3) a proportional share of those
in active military service as of the val-
uation date who will become veterans
in the future. Future benefits pay-
ments to survivors of those veterans
in classes (1), (2), and (3) are also
incorporated into the projection.

All future benefits were discounted.
Discount rates were based on rates
for securities issued by Treasury on

September 30, 2003, ranging from
1.15 to 4.91 percent, and on
September 28, 2002, ranging from
1.53 to 4.75 percent. Benefit pay-
ments were assumed to occur at the
midpoint of the fiscal year.

All calculations were performed sep-
arately by attained age for the
Compensation and Pension pro-
grams, while the Burial liability was
calculated on an aggregate basis.

Life expectancies of beneficiaries col-
lecting benefits from the
Compensation and Pension pro-
grams were based upon studies of
mortality experience of those benefi-
ciaries between 1995 and 2003. Life
expectancies of veterans not yet col-
lecting these benefits used in the cal-
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culation of the liability for future ben-
eficiaries are based on mortality
derived from the 1990 U.S. decennial
census and beneficiary mortality
experience. Applying mortality
improvements at a rate of 1 percent
per annum brought both sets of mor-
tality rates forward. In addition, rates
of benefit termination of beneficiaries
due to reasons other than mortality
are also reflected.

The amount of benefits by category
and age were based on current
amounts being paid and future cost

of living adjustments (COLAs) to
determine the average benefits per
veteran for each future time period.
A COLA of 2.1 percent was assumed
for FY 2004. For fiscal years after
2003, COLAs have been determined
from OMB's estimates prepared in
conjunction with the Administration's
annual budget. Expected changes in
benefits due to other reasons were
also reflected.

Expected benefit payments have
been explicitly modeled for the next
75 years. This period is approximate-

ly the same as that used by the
Office of the Actuary of the Social
Security Administration (75 years).
However, unlike Social Security, esti-
mates of expected benefit payments
after this 70-year period were incor-
porated in the liability based on
extrapolations reflecting expected
aggregate experience by beneficiary
category between the years 65 and
70. The 2002 liability was not
changed to 75 years because the
change is deemed immaterial. 

12. Environmental and Disposal

VA had unfunded environmental
and disposal liabilities in the
amount of $375 million and $271
million for the years ended
September 30, 2003 and 2002,
respectively. The majority of the
unfunded liabilities involve
asbestos removal, lead abatement,
replacement of underground oil
and gasoline tanks, decommission-
ing of waste incinerators, and

decontamination of equipment
prior to disposal.

While some facilities have applied
prevailing state regulations that are
more stringent than Federal guide-
lines, the Occupational Safety and
Health Administration and
Environmental Protection Agency
regulations are the legal base
behind the majority of VA’s envi-

ronmental and disposal liabilities.
Estimated liabilities for these proj-
ects are based on known contami-
nation that exists today and have
been computed by the facility engi-
neering staff based on similar proj-
ects already completed, or by
independent contractors providing
work estimates. 
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Funded liabilities are generally considered to be current liabilities. Unfunded liabilities are generally considered to be non-cur-
rent liabilities.

13. Other Liabilities
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VA has both capital and operating leases. The capital lease liability is $33 and $27 million as of September 30, 2003 and 2002,
respectively. Due to the number of operating leases and the decentralization of records, the future commitment for operating
leases is not known. VA's FY 2003 operating lease costs were $236 million for real property rentals and $67 million for equip-
ment rentals. The FY 2002 operating lease costs consisted of $206 million for real property rentals and $55 million for equip-
ment rental. The following chart represents VA's estimate for operating lease costs for the next 5 years, assuming a range of 2.5
to 2.9 percent yearly increase in cost.

14. Leases

Through VA, the United States
Government administers five life
insurance programs and the
Veterans’ Mortgage Life Insurance
program for certain totally disabled
veterans. VA supervises the
Servicemembers’ Group Life
Insurance (SGLI) and the Veterans’
Group Life Insurance (VGLI) pro-
grams, which provide life insurance

coverage to members of the uni-
formed armed services, reservists
and post-Vietnam veterans. United
State Code, Title 38, requires that the
Life Insurance programs invest in
Treasury securities.

Administered Programs
The United States Government Life
Insurance (USGLI) program was the

Government's first venture into life
insurance. During World War I, the
U.S. provided Marine Insurance to
protect the interests of ship owners
and merchants who were providing
supplies to the allies in Europe.
USGLI was the natural outgrowth of
this Marine Insurance. The program
was established to meet the needs of
World War I veterans, but remained

15. Insurance Programs
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open to servicemembers and veter-
ans with service before October 8,
1940. The Government became a
self-insurer because private insur-
ance companies were unwilling to
assume the unpredictable risks asso-
ciated with war. By establishing this
program, Congress intended to avoid
the financial burden imposed on the
Government by the pension pro-
grams that were established after
previous wars. The Government
became the largest life insurer in the
United States with the coverage pro-
vided by this program.

The National Service Life Insurance
(NSLI) program covers policyholders
who served during World War II. The
program opened October 8, 1940,
when it became clear that large-scale
military inductions were imminent.
Over 22 million policies were issued
under the NSLI program. The majori-
ty of policies VA administers directly
are NSLI policies. This program
remained open until April 25, 1951,
when two new programs were estab-
lished for Korean War servicemem-
bers and veterans.

The Veterans’ Special Life Insurance
(VSLI) program was established in
1951 to meet the insurance needs of
veterans who served during the
Korean Conflict, and the post-Korean
period through January 1, 1957.
During this period, all servicemem-
bers on active duty were covered for
$10,000, at no cost, under a program
known as Servicemen’s Indemnity.
They remained covered for 120 days
after their discharge. The VSLI pro-
gram allowed these newly dis-
charged servicemembers to apply for
$10,000 of contract term insurance.
Application had to be made during
the 120-day period during which they
remained covered by Servicemen’s
Indemnity. It was during this period
that representatives of the commer-

cial insurance industry began a major
lobbying effort to get the
Government out of the insurance
business because the programs were
viewed as competition. As a result,
the VSLI program was closed to new
issues at the end of 1956, and cover-
age for individuals in the uniformed
services was terminated.
Approximately 800,000 VSLI policies
were issued between 1951 and 1957.

In addition to VSLI coverage, which
was provided to healthy veterans, the
Insurance Act of 1951 also estab-
lished the Service-Disabled Veterans
Insurance (S-DVI) program for veter-
ans with service-connected disabili-
ties. S-DVI is open to veterans
separated from the service on or
after April 25, 1951, who receive a
service-connected disability rating.
New policies are still being issued
under this program.

In 1964, Congress enacted legislation
providing for a limited reopening of
NSLI and VSLI, and the Veterans’
Reopened Insurance (VRI) program
was established. Beginning May 1,
1965, veterans who had been eligible
to obtain insurance between October
8, 1940, and January 1, 1957, could
once again apply for government life
insurance. They had one year to apply
for this "reopened" insurance, which
was available only to disabled veter-
ans. Approximately 228,000 VRI poli-
cies were issued. No term insurance
policies were issued in this program.

The Veterans' Mortgage Life
Insurance (VMLI) program began in
1971, and is designed to provide
financial protection to cover eligible
veterans' home mortgages in the
event of death. VMLI is issued to
those severely disabled veterans who
have received grants for specially
adapted housing from VA. These
grants are issued to veterans whose

movement is substantially impaired
because of their disability. The maxi-
mum amount of VMLI allowed an eli-
gible veteran is $90,000. The insurance
is payable if the veteran dies before
the mortgage is paid off and is
payable only to the mortgage lender. 

Supervised Insurance
Programs
The Servicemembers' Group Life
Insurance (SGLI) program was estab-
lished in 1965 for Vietnam-era ser-
vicemembers. SGLI is supervised by
VA and is administered by the Office
of Servicemembers' Group Life
Insurance (OSGLI) under terms of a
group insurance contract. This pro-
gram provides low-cost term insur-
ance protection to servicemembers.

In 1974, the Veterans' Group Life
Insurance (VGLI) program became
available. VGLI, like SGLI, is super-
vised by VA, but is administered by
the OSGLI. VGLI provides for the con-
version of SGLI coverage to lifetime
term insurance protection after a ser-
vicemember’s separation from service.

Public Insurance Carriers
VA supervises the administration of
the SGLI and VGLI programs.
Prudential Insurance Company of
America (Prudential) provides insur-
ance coverage directly for the SGLI
and VGLI programs. VA has entered
into a group policy with Prudential
whereby Prudential and its reinsurers
provide servicemembers and veter-
ans coverage in multiples of $10,000
up to a maximum of $250,000. The
basic SGLI coverage is provided to
those members on active duty in the
Army, Navy, Air Force, Marine Corps,
Coast Guard, commissioned mem-
bers of the Public Health Service and
the National Oceanic and
Atmospheric Administration. The
Ready Reserve is also insured by
SGLI, and includes reservists and



members of the National Guard who
are assigned to a unit or position in
which they may be required to per-
form active duty or active duty for
training. The VGLI coverage is com-
prised of separated and retired active
duty members and reservists covered
under Basic SGLI.

The Veterans’ Opportunities Act of
2001 extended life insurance cover-
age to spouses and children of mem-
bers insured under the SGLI program,
effective November 1, 2001. For a
spouse, up to $100,000 of coverage
can be purchased in increments of
$10,000, not to exceed the amount of
the servicemember’s coverage. Each
dependent child of every active duty
servicemember or reservist insured
under SGLI is automatically insured
for $10,000 free of charge. 

Premiums for the SGLI and VGLI pro-
grams are set by mutual agreement
between VA and Prudential. SGLI
premiums for active duty personnel
and their spouses are deducted from
the servicemember’s pay by the
Armed Services components through
the Department of Defense (DoD).
DoD, through the Defense Finance

and Accounting Service (DFAS),
remits collected premiums to VA,
which are then transmitted to
Prudential. Prudential records the
premiums and maintains investments
in their accounting records separate
and independent from the VA report-
ing entity. VA monitors Prudential’s
insurance reserve balances to deter-
mine their adequacy and may
increase or decrease the amounts
retained by Prudential for contin-
gency purposes. The reserves for the
contingent liabilities are recorded in
Prudential’s accounting records and
are not reflected in the VA reporting
entity, because the risk of loss on
these programs is assumed by
Prudential and its reinsurers through
the terms and conditions of the
group policy.

Effective January 1, 1970, the
Secretary of Veterans Affairs deter-
mined the costs that are traceable to
the extra hazards of duty in the uni-
formed services, on the basis of the
excess mortality incurred by mem-
bers and former members of the uni-
formed armed services insured
under SGLI, above what their mortal-
ity would have been under peace-

time conditions. The Secretary is
authorized to make adjustments
regarding contributions from pay
appropriations as may be indicated
from actual experience.

Reserve Liabilities
The insurance reserves for adminis-
tered programs are reported as liabil-
ities covered by budgetary resources,
while part of the S-DVI and Veterans
Insurance and Indemnities reserves
are reported as liabilities not covered
by budgetary resources. Reserves for
SGLI and VGLI are maintained in
Prudential’s financial records since
the risk of loss is assumed by
Prudential. Actuarial reserve liabilities
for the administered life insurance
programs are based on the mortality
and interest assumptions at time of
issue. These assumptions vary by
fund, type of policy and type of ben-
efit. The interest assumptions range
from 2.25 to 5.0 percent. The mortal-
ity assumptions include the American
Experience Table, the 1941
Commissioners Standard Ordinary
(CSO) Table, 1958 CSO Basic Table
and the 1980 CSO Basic Table.
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Insurance Liability (Reserve) Balances



Insurance In-Force
The amount of insurance in-force is the total face amount of life insurance coverage provided by each administered and super-
vised program as of the end of the fiscal year. It includes any paid-up additional coverage provided under these policies.
Prudential and its reinsurers provided coverage to 5,901,345 and 5,910,381 insured for a face value of $725.8 billion and $728.3
billion as of September 30, 2003 and 2002, respectively.  The face value of the insurance provided by Prudential and its reinsur-
ers represents 97.4 and 97.3 percent of the total insurance in-force as of September 30, 2003 and 2002, respectively. The num-
ber of policies represents the number of active policies remaining in the program as of the end of each fiscal year.
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Policy Dividends
The Secretary of VA determines annu-
ally the excess funds available for divi-
dend payment. Dividends are based
on an actuarial analysis of the individ-
ual programs at the end of the preced-
ing calendar year. Dividends are
declared on a calendar year basis and
paid on policy anniversary dates.
Policyholders can elect to: (1) receive
a cash payment; (2) prepay premi-
ums; (3) repay loans; (4) purchase
paid-up insurance or (5) deposit the
amount in an interest-bearing account.
A provision for dividends is charged to

operations, and an insurance dividend
is established when gains to opera-
tions are realized in excess of those
essential to maintain solvency of the
insurance programs. Policy dividends
for fiscal years 2003 and 2002 were
$551 and $604 million, respectively.

Sale of Prudential Stock
On December 18, 2001, Prudential
completed its conversion from a
mutual company to a stock company.
As policyholder of the SGLI and VGLI
programs, VA received 369,177 shares
of Prudential stock.  VA plans to liqui-

date these shares in six sales over a
three-year period, starting in 2003.
As of fiscal year end, VA has liquidat-
ed 123,000 shares of stock in two
sales, which occurred in April and
September of 2003.  Proceeds of
$4,142,360 from the sales have been
deposited into the SGLI Contingency
Reserve, which is held for VA by
Prudential in an interest-bearing
account.  This guarantees that the
monies will be used for the benefit of
the servicemembers and veterans
who are the intended recipients of
these life insurance programs.  
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16. Contingencies

VA is a party in various administrative
proceedings, legal actions, and tort
claims arising from various sources
including: disputes with contractors,
challenges to compensation and
education award decisions, loan
guaranty indemnity debt cases, and
allegations of medical malpractice.
Certain legal matters to which VA may
be a named party are administered
and, in some instances, litigated by the
Department of Justice. Generally,
amounts (more than $2,500 for
Federal Tort Claims Act cases) to be

paid under any decision, settlement,
or award are funded from the
Judgment Fund, which is maintained
by Treasury. Of the amounts paid from
the Judgment Fund, malpractice cases
claimed 84 percent in FY 2003 and 77
percent in FY 2002. Contract dispute
payments for FY 2003 and FY 2002
were $5.9 and $11.0 million,
respectively.

VA has recorded a liability for pending
legal claims that are estimated to be
paid by the Judgment Fund. This

liability is established for all pending
claims whether reimbursement is
required or not. This liability was $528
million for FY 2003 and $625 million
for FY 2002. There were 11 contract
and personnel law cases with claimed
amounts totaling $125.3 million where
there was at least a reasonable
possibility that a loss may occur. VA is
also required to record an operating
expense and imputed financing source
for the Judgment Fund's pending
claims and settlements. Judgment
Fund accounting is shown below:

It is the opinion of VA's management
that resolution of pending legal
actions as of September 30, 2003 will
not materially affect VA's operations

or financial position when
consideration is given to the
availability of the Judgment Fund
appropriation to pay some court-

settled legal cases. Fiscal year 2003
settlement payments were $92
million.



Exchange Revenues
VHA has legislated exceptions to the
requirement to recover the full cost
to the Federal Government of provid-
ing services, resources, or goods for
sale. Under "enhanced sharing
authority," VHA facilities may enter
into arrangements that are in the
best interest of the Federal
Government. In FY 2002, randomly
selected VA medical centers were
reviewed by the Financial and
Systems Quality Assurance Service to
determine the facility’s compliance
with Statement of Federal Financial
Accounting Standards No. 7 and the
Chief Financial Officers Act of 1990. 

VA’s Loan Guaranty Program collects
rental fees on a small number of
properties during the period when
the property is titled to VA.

NCA leases lodges at 11 cemeteries
to not-for-profit groups for no fee.
The not-for-profit groups are
required to provide the upkeep on

the lodges and pay the costs for utili-
ties, insurance, minor repairs and
maintenance and any other costs
associated with the lodges, and NCA
pays for major repairs at these facili-
ties. NCA also has four agricultural
leases with private companies/indi-
viduals. NCA leases land for growing
crops and, on certain leases, receives
various services in exchange from the
lessee, such as brush cutting and
removal services, backfilling and
grading of roads, and welding servic-
es. In addition, NCA received fees for
motion picture filming performed at
three cemeteries. 

Exchange Transactions with
Public 
Exchange transactions with the public
occur when prices are set by law or
executive order and are not based on
full cost or on market price. VA’s
Medical Care Collections Fund,
"Conforming Amendments,"
changed the language of specific sec-
tions of 38 USC Chapter 17 to substi-

tute "reasonable charges" for "rea-
sonable cost." The VHA Chief
Financial Officer (CFO) is responsible
for implementing and maintaining
these reasonable charges for billing
third-party payers for services provid-
ed to insured veterans for treatment
of nonservice-connected conditions. 

Reasonable charges are used to bill
for reimbursable health insurance,
non-Federal workers’ compensation
and no-fault or uninsured motorists
insurance cases. Reasonable charges
are based on provider charges in the
market area of each VA facility. The
lesser of VA-billed charges or their
usual customary and reasonable pay-
ment to other providers will be paid. 

Cost-based per diems are calculated
annually to produce tort rates used
to bill for tort fees or, workers’ com-
pensation (other than Federal),
humanitarian emergency, ineligible
patient, VA employee, family mem-
ber, allied beneficiary, no fault or

The amount of unobligated and
obligated authority relating to
appropriations cancelled on
September 30, 2003 and 2002 was
$20.5 million and $111.3 million,
respectively. Any payments due that
may arise relating to cancelled
appropriations will be paid out of the
current year’s appropriations in
accordance with the provisions of the
Expired Funds Control Act of 1990.

VA provides medical care to veterans
on an "as available" basis, subject to
the limits of the annual
appropriations.  In accordance with

38 CFR 17.36 (c), VA’s Secretary
makes an annual enrollment decision
that defines the veterans, by priority,
who will be treated for that fiscal
year subject to change based on
funds appropriated, estimated
collections, usage, the severity index
of enrolled veterans, and changes in
cost.  While VA expects to continue to
provide medical care to veterans in
future years, an estimate of this
amount cannot be reasonably made.
Accordingly, VA recognizes the
medical care expenses in the period
the medical care services are
provided.  For the time period 2000-

2003, the average medical care cost
per year was $21.2 billion.

Under 38 U.S.C. 8161, et seq., VA may
enter into long-term (up to 75 years)
leases of VA property in return for in-
kind consideration including goods,
services, or building space beneficial
to VA’s mission.  As of 9/30/03, VA
has entered into 30 enhanced-use
lease agreements.  Six of the projects
use independent trusts, not funded
by VA, to pay for capital and other
improvements under the lease
agreements.  
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17. Exchange Transactions



uninsured motorist’s insurance, or
reimbursable insurance cases. These
per diem costs are derived primarily
from cost and workload data from a
national cost allocation report (Cost
Distribution Report). 

VA is required to collect a co-pay-
ment of $7 from veterans for treat-
ment of a nonservice-connected
condition for each 30-day supply of
medication furnished on an outpa-
tient basis. This fee does not cover
the cost of the medications in the
vast majority of cases.

VA’s Loan Guaranty Program col-
lects certain fees that are set by law.
The loan guarantee funding fees
collected for FY 2003 were $634
million and for FY 2002 were $523
million. The loan guarantee lender
participation fees collected for FY
2003 were $1.9 million and for FY
2002 were $1.6 million.

Intragovernmental Exchange
Transactions
This section discloses intragovern-
mental exchange transactions in
which VA provides goods or services
at a price less than the full cost, or
does not charge a price at all, with
explanations for disparities between
the billing and full cost.

VA and DoD have authority to enter
into agreements and contracts for the
mutual use or exchange of use of
hospital and domiciliary facilities and
other resources. The providing
agency shall be reimbursed for the
cost of the health care resources
based on the methodology agreed to
by VA and DoD. Facility directors
have the flexibility to consider local
conditions and needs and the actual
costs of providing the services. VA’s
General Counsel has determined that
full cost recovery is not mandated.
VHA captures the total amount of
reimbursements received under DoD

sharing agreements, but the total
amount billed below full cost is not
readily available. VHA is in the
process of developing mechanisms to
report this information in the future.
VBA collects funding from DoD in
order to administer certain education
programs. DoD transferred $266.7
million during the year for the Post-
Vietnam Era Education Assistance
Program, Reinstated Entitlements
Program for Survivors and the New
GI Bill for Veterans. 

When VA furnishes medical care or
services for beneficiaries of other
Federal agencies, and that care or
service is not covered by an applica-
ble local sharing agreement, the
billing rates used are determined and
published annually by the VHA CFO.
Similar to the tort rates, interagency
billing rates are determined from
cost and workload data in the Cost
Distribution Report.

128 Department of Veterans Affairs



All of VA's net program costs are part of the 700 budget functional classification (Veterans Benefits and Services).

FY 2003 Performance and Accountability Report 129

18. Net Cost of Veterans Affairs Programs



130 Department of Veterans Affairs

19. Disclosures Related to the Statements of
Budgetary Resources

Borrowing Authority
Loan Guaranty had borrowing
authority of $1.3 billion and $3.8 bil-
lion as of September 30, 2003, and
2002, respectively. The Vocational
Rehabilitation Program had borrow-
ing authority of $3.5 and $2.8 million
as of September 30, 2003 and 2002,
for making direct loans. Loan

Guaranty borrowing is repaid to
Treasury through the proceeds of
portfolio loan collections, funding
fees, and the sale of loans to Vinnie
MAC trusts. The Vocational
Rehabilitation loans generally had
duration of 1 year, and repayment
was made from offsetting collections. 

Adjustments to Budgetary
Resources
During the reporting period, adjust-
ments to budgetary resources available
at the beginning of the year included
VA appropriations that were subjected
to a rescission that totaled $16 million.
Various VA program accounts received
a cut in discretionary budget authority. 



Permanent Indefinite
Appropriations
VA has three permanent and indefi-
nite appropriations. The Veterans
Housing Benefit Program Fund covers
all estimated subsidy costs arising
from post-1991 loan obligations for
veterans housing benefits. The Fund's
objective is to encourage and facilitate
the extension of favorable credit terms
by private lenders to veterans for the
purchase, construction, or improve-
ment of homes to be occupied by vet-
erans and their families. The Loan
Guarantee Revolving Fund is a liqui-
dating account that contains all of VA's
pre-credit reform direct and guaran-
teed loans. It also holds fund balances
received from reimbursements from
financing accounts for loan modifica-
tions and rentals of foreclosed proper-
ties not yet transferred to financing
accounts. The Native American Direct
Loan Account was established to
cover all subsidy costs arising from
direct loan obligations related to a vet-
eran's purchase, construction, or ren-
ovation of a dwelling on trust land. 

Use of Unobligated Balances
of Budget Authority 
Available unobligated balances on the
Statement of Budgetary Resources are
composed of current fiscal year appor-
tioned funds for annual, multi-year,
and no-year appropriations from
Congress as well as revolving and trust
funds. Other balances not available are
composed of expired appropriation
unobligated amounts, which generally
are not available for new obligations,
but can be used to increase existing
obligations under certain circum-
stances. This amount also includes
unobligated funds that were not appor-
tioned by OMB for FY 2002 use.

Unobligated VA funds are available
for uses defined in VA's FY 2002
Appropriation Law (P.L. 108-7). These
purposes include: veterans medical
care, research, education, construc-
tion and maintenance of VA build-
ings, veterans and dependents
benefits, veterans life insurance, loan
guaranty programs, veterans burial
benefits, and administrative func-
tions. Various obligation limitations

are imposed on individual VA appro-
priations. Examples include travel
obligation limitations and limitation
of the use of medical care multi-year
funds to object classes for equip-
ment, structures, and land.

Explanation of Differences
Between Statement of
Budgetary Resources and the
Budget
As a result of an analysis of aged obli-
gations, obligations were reduced by
$90 million on the Statements of
Budgetary Resources for both FY
2003 and FY 2002. These adjustments
were not reflected in the FACTS II
data used to prepare the President’s
Budget. No other differences were
identified as of the preparation date
of the financial statements.

Contributed Capital
The amount of contributed capital
received during the fiscal year con-
sisted of donations in the amount of
$42 million to the General Post Fund
and $0.8 million to the National
Cemetery Gift Fund.
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The Statement of Financing section
"Costs That Do Not Require
Resources in the Current Period"
includes only the fiscal year increases

in liabilities not covered by budgetary
resources. For existing liabilities,
there will always be a difference
between this section and the value of

liabilities not covered by budgetary
resources disclosed in Note 10 and
included in the liabilities section of
the Balance Sheet. 

20. Disclosures Related to the Statements of Financing

In the Federal Government, dedicated
collections are accounted for in trust
funds and special funds. The term
"trust funds" as used in this report

and in Federal budget accounting is
frequently misunderstood. In the
private sector, "trust" refers to funds
of one party held by a second party

(the trustee) in a fiduciary capacity. In
the Federal budget, the term "trust
fund" means only that the law
requires that funds be accounted for

21. Dedicated Collections



separately, used only for specified
purposes and that the account be
designated as a "trust fund." 

A change in law may change the
future receipts and the terms under
which the fund's resources are spent.
The "trust fund assets" represent all
sources of receipts and amounts due
the trust fund regardless of source.
This includes "related governmental
transactions," which are transactions
between two different entities within
the Federal Government. The
"Investments with Treasury" assets

are comprised of investments in
Federal debt securities and related
accrued interest. These securities will
require redemption if a fund’s
disbursements exceed its receipts.
Unless specifically provided for by
law, trust funds may only place excess
funds in Federally backed investments
(e.g., Federal debt securities).
The table below summarizes the
name, type, and purpose of the
funds within VA that receive
dedicated collections. All of the funds
listed use the accrual basis of
accounting. However, collections are

reported as actually received in
accordance with OMB Circular A-34.
The insurance funds listed also
adhere to the requirements of FASB
No. 120, "Accounting and Reporting
by Mutual Life Insurance Enterprise,"
and issue a separate annual report.
All of the funds generally receive
authority to use current year
contributions as well as a portion of
previously contributed amounts.
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The following tables provide condensed information on assets, liabilities, fund balances, net costs, and changes in fund balances:



Independent Auditor’s Report
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Memorandum to the Secretary 

Report of Audit of the Department of Veterans Affairs Consolidated
Financial Statements for Fiscal Years 2003 and 2002

1. Attached is the Report of Audit of the Department of Veterans Affairs (VA) Consolidated Financial Statements
(CFS) for Fiscal Years (FY) 2003 and 2002.  The Chief Financial Officers Act of 1990 requires this audit.  The OIG
contracted with the independent public accounting firm Deloitte & Touche LLP to perform the audit of VA's FY
2003 CFS.  

2. The independent auditors' report by Deloitte & Touche LLP provides an unqualified opinion on VA's FYs 2003 and
2002 CFS.  The report on internal control identifies four reportable conditions, of which two are material
weaknesses.  The two material weaknesses are (i) information technology security controls and (ii) integrated
financial management system.  The two reportable conditions are (i) operational oversight, and (ii) medical
malpractice claims data.  Three of the four findings were reported last year; the medical malpractice claims data is
the new reportable condition for FY 2003.  During FY 2003, VA management has taken corrective action to
eliminate the following two reportable conditions reported in the FY 2002 audit report:  (i) loan guaranty business
process, and (ii) application program and operating system change controls.

3. The report on compliance with laws and regulations continues to conclude that VA is not in substantial compliance
with the financial management system requirements of the Federal Financial Management Improvement Act
(FFMIA) of 1996.  The internal control issues concerning an integrated financial system and information
technology security controls indicate noncompliance with the requirements of Office of Management and Budget
(OMB) Circular A-127, "Financial Management Systems," which incorporates by reference OMB Circulars A-123,
"Management Accountability and Control," and A-130, "Management of Federal Information Resources."

4. The material weakness and FFMIA noncompliance issues concerning VA’s financial management systems
underscore the importance that VA must continue its efforts to implement a replacement integrated core financial
management system.  The auditors’ unqualified opinion was achieved through the extensive efforts of program and
financial management staff, as well as the auditors, to overcome material weaknesses in internal control to produce
auditable information after the fiscal year-end.  Although these efforts resulted in materially correct annual
financial statements, reliable information was not readily available during the year.  The risk of materially
misstating financial information remains high with the existing financial management systems.

5. The independent auditors will follow up on these internal control findings and evaluate any corrective actions
during the audit of the Department's FY 2004 Consolidated Financial Statements. 

6. VA is to be congratulated for its remarkable accomplishment in accelerating the issuance of its audited financial
statements by November 15, 2003, while maintaining an unqualified audit opinion.  This accomplishment is
achieved well in advance of the January 31, 2004 deadline established by the Office of Management and Budget
(OMB).  With the success in accelerating the FY 2003 financial statement audit, VA is on target to meet the OMB
required November 15 due date for FY 2004 audited financial statements.

MICHAEL SLACHTA, JR
Assistant Inspector General for Auditing

Attachment
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Date: NOV 1 0 2003

From: Assistant Secretary for Management (004)

Subj: Report of Audit of the Department of Veterans Affairs Consolidated Financial 
Statements for Fiscal Years 2003 and 2002

To: Assistant Inspector General for Auditing (52)

We have reviewed the Report of the Office of Inspector General Audit for Fiscal
Years 2003 and 2002 and are pleased with receipt of an unqualified opinion.  We
are especially proud that we were able to meet the Fiscal Year 2004 timeframe
requirements established by the Office of Management and Budget one year
ahead of schedule.  Please extend to your staff, and the staff of Deloitte &
Touche, LLP, our appreciation for their detailed planning, hard work and 
cooperation during this year’s audit.

We will share the results of the audit, as well as the findings on internal controls
over financial reporting and regulatory compliance, with senior officials in VA
Administrations and with other VA staff and program managers.  We will continue
to provide you with updates on our progress in implementing management plans
to correct the two material weaknesses, Integrated Financial Management
System and Information Technology Security Controls.

Thank you again for your efforts in bringing us to another successful conclusion
of the audit cycle.  If you have any questions, please contact me at 273-5589.

William H. Campbell

Department of 
Veteran’s Affairs

Memorandum



Major Management Challenges

Identified By 
VA Office of
Inspector
General

The Office of Inspector General (OIG)
has implemented a strategic planning
process designed to identify and
address the key issues facing VA.
These issues, which include health
care delivery, benefits processing,
procurement, financial management,
and information management, are
presented in the OIG Strategic Plan
2001-2006.  The following summa-
rizes the most serious management
problems facing VA in each of these
areas, and assesses the Department’s
progress in addressing them.  While
these issues guide our oversight
efforts, we continually reassess our
goals and objectives to ensure that
our focus remains relevant, timely,
and responsive to changing priorities.
(On these pages, the words "we"
and "our" refer to the OIG.)

OIG1. HEALTH CARE
DELIVERY
In recent years, the Veterans Health
Administration (VHA) restructured
health care delivery to emphasize
managed care through an extended
network of community-based outpa-
tient clinics and ambulatory care set-
tings.  This transition has raised new
issues concerning the utilization of
facilities and the allocation of
resources.  Providing safe, high quali-
ty medical care, reasonable waiting
times, and accessibility to care are
just some of the fundamental deliv-
ery of service issues that present
challenges on a continuous basis.

Opening VA health care to nonser-
vice-connected veterans created an
unprecedented increase in demand
for VHA, leading to inordinately high
waiting times and insufficient
resources.  The political leadership in
both the legislative and executive
branches should confront this reality
and codify the long-term health care
benefits that will be provided to our
Nation’s veterans, and fund them
accordingly.  VHA needs to continue
the trend of increasing revenue
growth from non-appropriated
sources and pursue every avenue
possible to maximize the economy
and efficiency of its programs and
activities.  The following issues pres-
ent major challenges and opportuni-
ties to do just that.

1A. OIG ISSUE - VETERANS’
EQUITABLE RESOURCE
ALLOCATION (VERA)
In August 2001, OIG issued the report
Audit of Availability of Healthcare
Services in the Florida/Puerto Rico
Veterans Integrated Service Network
8 (Report No. 99-00057-55).  We
found that VHA did not include or
consider the workload of Priority
Group 7 (nonservice-connected/non-
complex care) veterans in the VERA
system.  Accordingly, resource alloca-
tion decisions did not include all vet-

erans who are enrolled for care and
treated.  We recommended that VHA
include this workload in the VERA
model.

Although VHA stated that inclusion of
Priority 7 veterans in the VERA model
would be a step toward better align-
ment of VHA’s actual enrollment
experience, it decided in January
2003 not to include them in the
VERA model for 2003.  The VA
Secretary sustained that decision,
based on concerns that including
Priority 7 veterans would create
financial incentives to seek out more
Priority 7 veterans instead of veter-
ans who comprise VA’s core health
care mission: veterans with service-
connected disabilities, incomes below
the income threshold, or special
needs (e.g., homelessness).  VA did
not want to encourage unmanage-
able growth.  We believe the
Department should reassess the deci-
sion to exclude this group of veterans
from its resource model.

VA’S PROGRAM RESPONSE
While the Secretary decided not to
include basic care Priority Group 7
patients in the 2003 VERA alloca-
tions, other refinements to the VERA
model addressed pressing issues
identified by the GAO and the RAND

As we strive to provide the highest quality benefits and services to our

Nation’s veterans, we realize we have many program and management

challenges to overcome.  Following are descriptions of our major challenges

as identified by the VA Office of Inspector General and the General

Accounting Office along with the VA program’s response.  (In this report,

years are fiscal years unless stated otherwise.)
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Corporation and improve the equity
of resource allocation among VHA’s
networks.  As such, VHA will continue
allocation based on this decision. 

1B. OIG ISSUE - CAPITAL
ASSET REALIGNMENT FOR
ENHANCED SERVICES
(CARES)
In October 2000, VHA implemented
the CARES program to assess health
care needs in VISNs and guide the
realignment and allocation of capital
assets supporting delivery of health
care services.  According to VHA,
CARES will improve access and veter-
an satisfaction, and improve the
delivery of health care in the most
accessible and cost-effective manner
while minimizing any adverse
impacts on staffing.  In doing this,
VHA faces the dual challenges of
ensuring access to world-class care
as demographics change and con-
verting VA’s under-performing facili-
ties into productive assets.  In May
2003, GAO also reported on VA’s
large portfolio of aged, inefficient
buildings, concluding that VA needs
to find ways to minimize the
resources devoted to these unneed-
ed inpatient buildings.

VA’S PROGRAM RESPONSE
The CARES program is fully engaged
in implementing the Secretary’s pro-
grammatic goals and objectives out-
lined in the nine-step CARES process.
The draft national CARES plan was
delivered to the CARES Commission
on August 4, 2003.

The Commission is expected to
carefully consider the views and
concerns of all stakeholders during
a public review and comment 
period.  In the draft plan, solutions
are recommended to mitigate the

numerous infrastructure, patient
care, and access to care issues
identified by GAO and OIG.  The
majority of solutions resulted in
realigning the current delivery of
veterans’ services to locations
where they are projected to reside.
Recommendations in the plan
resulted in the following planning
initiatives: capacity (workload);
access (driving time precept); effi-
ciency/quality (vacant space, small
facilities, proximity, realignments,
consolidations); and special disabil-
ity programs (spinal cord injury
and blind rehabilitation).  To qualify
as a planning initiative, solutions
must be supported by a 2022 pro-
jected workload demand.  When
workload falls off after 2012 projec-
tions, solutions are to be consid-
ered temporary (contracting out,
short-term leases).

1C. OIG ISSUE - PART-TIME
PHYSICIAN TIME AND
ATTENDANCE
Since 2000, OIG substantiated 15
allegations received by the OIG
Hotline regarding time and atten-
dance violations by VA physicians.
Additionally, our Combined
Assessment Program (CAP) reviews1

assessed physician time and atten-
dance issues at 43 facilities and iden-
tified deficiencies at 24 locations.  In
2003 we audited VHA’s management
of part-time physician time and
attendance, physician productivity in
meeting employment obligations,
and physician-staffing requirements.
Our April 2003 report, Audit of VHA’s
Part-Time Physician Time and
Attendance (Report No. 02-01339-
85), identified VA physicians who
were not present during their sched-
uled tours of duty, were not provid-
ing VA the services obligated by their

employment agreement, or were
"moonlighting" on VA time.  We con-
cluded that VA medical center
(VAMC) managers did not ensure
that part-time physicians met
employment obligations, and that
VAMCs did not perform workload
analyses to determine the number of
FTE needed or evaluate their hiring
alternatives (such as part-time, full-
time, intermittent, or fee-basis). 

VA’S PROGRAM RESPONSE
The Deputy Under Secretary for
Health for Operations and
Management addressed this con-
cern in a number of ways: October
2002, guidance was issued to field
facilities on time and attendance
best practices; December 2002, cer-
tification required that timekeepers
had received refresher training and
that part-time physicians under-
stood VA’s attendance policies and
procedures; January 2003, directive
issued outlining the responsibilities
of employees and VHA manage-
ment officials involved in ensuring
compliance with time and atten-
dance policies and procedures.

In addition, VHA is reviewing new
policies and procedures to require
part-time physicians on adjustable
work hours to enter into service
agreements that outline the level
and type of service expected;
approval is anticipated by December
31, 2003.  The new requirements
direct Facility Directors to review
vacant positions to determine
whether the appointment type is
appropriate and to establish proce-
dures for documenting the time and
attendance of these physicians.
Also, VHA is establishing monitors
related to the supervision of time
and attendance and developing an
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Intranet/Internet training course on
time and attendance for employees,
managers, and timekeepers.  VHA is
currently piloting a swipe card scan-
ner technology as a possible means
of monitoring part-time physician
time and attendance.  Results of the
pilot will be assessed by the end of
the first quarter of 2004.  A physi-
cian staffing and productivity work-
group is finalizing proposed
guidance on primary care (called
the Primary Care Management
Model).  Approval is anticipated by
November 2003.  The group is cur-
rently reviewing specialty care. 

1D. OIG ISSUE - PHYSICIAN
STAFFING GUIDELINES
We performed an audit to evaluate
management of physician staffing
and the equity of the distribution of
physician resources among VAMCs.
The audit found significant staffing
disparities among VAMCs with simi-
lar missions and levels of medical
school affiliation.  These disparities
were not explained by the time
physicians allocated to patient care,
education, or research; the number
of residents or physician extenders;
or differences in acuity or complexi-
ty of care.  These conditions
occurred in part because VHA has
not established physician-staffing
guidelines.  We recommended that
VHA develop a benchmarking
process for physician staffing and
set goals to encourage VAMCs to
adjust staffing levels based on the
most efficient medical centers.  This
would have permitted the better use
of about 2,000 physician full-time
equivalent (FTE) employees with
associated costs of $181 million.  VA
did not concur with our recommen-
dations or monetary estimate and
has not yet established staffing stan-
dards required by Public Law 107-
135.  These issues remain
unresolved.

VA’S PROGRAM RESPONSE
VHA is in the process of developing
a physician productivity model for
four key outpatient areas: primary
care, urology, cardiology, and oph-
thalmology.  The directive for pri-
mary care staffing and productivity
model is in the concurrence process.
The other clinic models will be ready
for testing in the fall.  Our objectives
are to develop productivity stan-
dards and identify staffing levels that
accurately address workload
demands while reducing costs
through productivity increases.  The
model will be applied to part-time as
well as full-time physicians.  In
developing the model, VHA is care-
fully considering such factors as
VA/private sector productivity com-
parisons, management style, rela-
tionships between patient complexity
and staffing assignments, physician
incentives, availability of capital
assets, scope of physician activities,
and costs.  Although not all of these
factors will be in the model for initial
testing, they will be incorporated
once additional information is
obtained from surveys and data sys-
tems.  From this work, VHA plans to
develop productivity standards and
identify staffing levels that accurately
address workload demands.  The
model may be applied beyond the
four areas at a future date. 

1E. OIG ISSUE - QUALITY
MANAGEMENT (QM)
Although VHA managers are vigor-
ously addressing the Department’s
QM and patient safety procedures in
an effort to strengthen patients’ con-
fidence, issues remain.  OIG and
General Accounting Office reviews in
the 1990s found that managers need-
ed to improve efforts for collecting,
trending, and analyzing clinical data.
From October 2001 through
September 2002, we conducted QM
reviews at 20 VA health care facilities

during CAP reviews.  While we found
improvements in QM programs, we
also found that senior managers and
QM program coordinators did not
consistently compare their results
with external standards, benchmarks,
or national goals, and did not suffi-
ciently ensure successful implemen-
tation of recommended QM actions
in all areas reviewed.  We made rec-
ommendations to the Department to
address these issues.  

We acknowledge that VHA has
made progress and continues to
focus on QM issues.  However, our
inspection results have shown that
policies and procedures designed to
safeguard patients are not always
followed.  The human factor dis-
rupts the safeguards.  For example,
nursing employees have bypassed
safeguards built into the Bar Code
Medication Administration system,
resulting in serious medication
errors.  The Computerized Patient
Record System does not as yet con-
tain all of the relevant clinical data
needed, and providers may not
enter clinical information.  Since
high-quality, safe patient care is
VHA’s primary objective, we believe
that QM and patient safety should
remain among VA’s most significant
management challenges.

VA’S PROGRAM RESPONSE
VHA has been working diligently to
address all health care performance
issues identified by the OIG.  For all
health care performance indicators
where comparable data are avail-
able, VA outcomes exceed best-
reported performance in 2002 of
managed care organizations, govern-
mental sources, and population-
based surveys.  In regard to VA’s
credentialing process, everyone who
is currently practicing is fully creden-
tialed by VA with 75 percent of those
credentialed to be included in VetPro,
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VHA’s electronic credentialing
process, by the end of 2003.

VHA continues to work with other
relevant offices within VA Central
Office, such as the Medical
Inspector’s Office and the Deputy
Undersecretary for Operations and
Management, to ensure quality and
patient safety.  Beginning in 2003,
VHA, in concert with the National
Center for Patient Safety, developed
a new patient safety project to
ensure that the software for VA’s Bar
Code Medication Administration, the
Computerized Patient Record System,
and Imaging are kept up-to-date.
Reducing the incidence of system cir-
cumvention or workarounds either
when scanning a patient’s wristband
or medications was identified as one
of the goals of the VHA-sponsored
Collaborative Breakthrough Series
Project.  The outcomes of this project
will result in global lessons to be
used throughout VHA.  In addition,
VHA established an official patient
safety measure, which has demon-
strated a dramatic improvement in
the first two quarters of 2003 from
the 2002 baseline data.  Given VHA’s
progress and continued emphasis on
quality management, we believe this
issue should be reconsidered as a
major management challenge.

1F. OIG ISSUE – LONG-TERM
HEALTH CARE
VHA established several programs to
provide long-term health care to
aging veterans.  The OIG found that
serious challenges continue to exist.
For example, in 2003 we completed
reviews of VHA’s Community Nursing
Home (CNH) Program and
Homemaker/Home Health Aide
(H/HHA) Program.  We identified
several issues warranting VHA’s
attention.  While VHA has contracted
with CNHs to provide care for aging
veterans, it has taken years to imple-

ment standardized monitoring
/inspection procedures, as noted in
our December 2002 report
Healthcare Inspection – Evaluation of
the Veterans Health Administration’s
Contract Community Nursing Home
Program (Report No. 02-00972-44).
This has caused VA facilities to be
inconsistent in overseeing the care
and service provided to veterans
residing in community facilities.  We
made recommendations to further
clarify and strengthen the VHA CNH
oversight process and to reduce the
risk of veterans in CNHs from
adverse incidents.  The Under
Secretary for Health is currently
implementing an action plan that is
responsive to our recommendations. 

We found VHA’s H/HHA Program
also needed improvements.  Our
summary evaluation of this program
shows that 14 percent of patients
receiving H/HHA services in our sam-
ple did not meet clinical eligibility
requirements.  Some patients were
not in need of care.  Other patients
only needed supervision but were
not dependent on assistance with
their daily living requirements.
Facilities were not using benchmark
nursing home per diem rates as pre-
scribed by policy.  We met with VHA’s
Geriatrics and Extended Care group
to discuss the draft report in
September 2003.  We estimate that
had benchmark rates with
Medicare/Medicaid been used, VHA
could have saved an estimated $10.7
million annually. 

VA’S PROGRAM RESPONSE
VHA has devised a new strategy to
provide needed policy direction on
reimbursement for skilled home
care, homemaker/home health aide.
VHA questions the $10.7 million
annual savings OIG calculated in
regard to using Medicare/Medicaid
rates.  VHA requested to meet with

OIG during the fourth quarter of
2003 to recalculate the monetary
benefits by reassessing the assump-
tions used in arriving at their data on
this issue.  The H/HHA directive and
revised handbook are expected to be
published in March 2004 to clarify
clinical eligibility requirements and
benchmarking rates.  The Geriatrics
and Extended Care Strategic Planning
Group held a national conference
call with managers to discuss the
need to strengthen oversight of the
long-term care programs and servic-
es.  Follow-up from this call will be
provided to the participants in writing
in September 2003.  Until the H/HHA
policy for reimbursement for skilled
home care is issued, the Office of
Geriatrics and Extended Care in the
VHA Central Office is coordinating
with the Network directors to ensure
that the payments for H/HHA are
within the established Medicare and
Medicaid-based ratio.  This is being
carried out through the geriatrics
monthly conference calls to the
Networks and alert messages to the
Networks, informing them of any
changes in benchmark rates or clini-
cal eligibility.

In June 2002, VHA published a com-
prehensive oversight policy docu-
ment that establishes a national
standard for annual reviews of com-
munity nursing homes and monthly
visits by VA staff to patients in these
homes.  This is being certified at a
national level.  By the end of 2003,
VHA expects to complete the imple-
mentation of a 25-point plan to fur-
ther refine VHA’s oversight efforts of
the community nursing home pro-
grams.  VHA continues expanding the
education and training of its staff
related to the new policy on CNH
oversight through weekly teleconfer-
ences to VA medical centers, satellite
broadcasts, and Web-based training
modules.
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1G. OIG ISSUE - SECURITY
AND SAFETY
In the aftermath of the September 11
terrorist attacks, we reviewed the
adequacy of security and inventory
controls over selected biological,
chemical, and radioactive agents
owned by or controlled at VA facili-
ties.  In our March 2002 report,
Review of Security and Inventory
Controls over Selected Biological,
Chemical and Radioactive Agents
Owned by or Controlled at
Department of Veterans Affairs
Facilities (Report No. 02-00266-76),
we found that security measures to
limit physical access to research facil-
ities, clinical laboratories, and other
high-risk or sensitive areas varied sig-
nificantly.  VHA’s inventories of these
substances were incomplete or inad-
equate.  Some VA facilities needed to
update their disaster preparedness
plans.  Although actions are in
process, only one recommendation
has been closed to date.

We continue to work with VHA, the
Office of Policy, Planning, and
Preparedness, and other VA officials
regarding the recommendations that
remain open.  The following exam-
ples are some of the issues needing
resolution before we can close the
report’s recommendations.
Guidance concerning our recommen-
dations to strengthen purchasing,
inventories, transfer, and destruction
processes was specifically addressed
for research laboratories in VHA
Directive 2002-075.  However, VHA
has not established formal policy
applicable to clinical laboratories or
other sites in facilities, beyond
instructions and recommendations
informally provided by Patient Care
Services.  Integration of guidance and
direction provided by all VA officials
on these security and safety issues
would increase uniformity and
reduce varying practices in the field.

We are seeking assurances that other
facilities do not have additional,
unaddressed and unfunded security
vulnerabilities.  We are following up
to confirm that medical centers are in
compliance with developing emer-
gency management programs.  VA
directives or other formal policies are
still needed to provide specific guid-
ance to field facilities regarding non-
citizens.  Confirmation is needed that
all non-citizens who have accessed
facility areas with select agents or
other sensitive materials (such as
those outlined in the Attachment to
VHA Directive 2002-075) have been
determined to have legal status in
this country, including regular
reviews and updated processes for
monitoring the status of non-citizens.

VA’S PROGRAM RESPONSE
Significant progress has been made
on all of the OIG recommendations,
although they have not been closed
by the OIG.  VHA has completed its
comprehensive inventory of all
research laboratories.  All VA
research laboratories that use or
store live organisms, with the excep-
tion of one for which the registra-
tion application is being processed,
possess appropriate registration
from the Centers for Disease Control
and Prevention (CDC).  In addition,
VHA completed an extensive inven-
tory of all clinical laboratories and
pharmacies for select biological and
chemical agents identified for poten-
tial use in terrorist activities.  VHA
Directive 2002-075, Control of
Hazardous Materials in VA Research
Laboratories, which was published
in November 2002, directly
addressed seven OIG recommenda-
tions, including improvements in
physical security. 

The Office of Research and
Development (ORD) notified all
research sites regarding the USA

Patriot Act of 2001.  ORD has been
educating research laboratories
about the additional personnel secu-
rity issues needed to comply with
the USA Patriot Act and with the
CDC Select Agent guidelines.  The
Office of Research Oversight and
ORD met in October to discuss the
responsibilities and procedures for
the inspections of the annual pro-
gram of unannounced inspections of
sites with BSL-3 research laborato-
ries that ORD initiated in April 2003.
These are to ensure compliance with
safety and security guidelines.  OIG
will not close this recommendation
until all sites have completed their
security upgrades.

VHA has a training program in devel-
opment that will address the open
recommendation of providing
instruction on laboratory security.
ORD has spent more than $2 million
to upgrade laboratory security.  Sixty-
four research sites have been identi-
fied as needing security upgrades.
Fifty-five sites have received or been
approved for funding.  ORD will
review the revised applications of the
remaining nine sites by the end of
2003.  In early 2003, OIG mandated
VAMC directors to certify the imple-
mentation of directives and security
requirements before OIG will close
the recommendations.  VHA and OIG
have been meeting during 2003 to
discuss how to best implement the
open recommendations.

1H. OIG ISSUE -
COMMUNICATING
ABNORMAL TEST RESULTS
In our November 2002 report,
Summary Review, Evaluation of VHA
Procedures for Communicating
Abnormal Test Results (Report No.
01-01965-24), we reviewed the ade-
quacy of VHA communication proce-
dures for conveying abnormal test
results to treatment providers and
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patients.  Managers at clinical labora-
tories that were visited had estab-
lished provider notification
guidelines; however, compliance var-
ied.  Collectively, laboratory, patholo-
gy, radiology, and primary care need
a comprehensive national VHA policy
on communicating abnormal test
results to treatment providers and
patients.  Diagnostic clinicians and
treatment providers must document
notification, and managers must test
their alert systems.  One of our four
recommendations has not yet been
implemented. 

VA’S PROGRAM RESPONSE
VHA’s Office of Information is work-
ing with the Office of Patient Care
Services and field stakeholders to
address both software usability and
training issues to improve the use of
automated alerts.  These activities
include, but are not limited to, sys-
tem changes, such as enhancements
to the CPRS Alert Processor within
the CPRS Graphical User Interface
and to VistA Care Management soft-
ware; additional training in the area
of alert management; and a business
process review to address the recom-
mendations noted by the OIG.  An
Alerts Management Sharing Web
page on the VistA U Web site brings
tools and best practices to the user’s
fingertips.

1I. OIG ISSUE - MANAGING
VIOLENT AND POTENTIALLY
VIOLENT PATIENTS
Our March 1996 report, Evaluation of
VHA’s Policies and Practices for
Managing Violent and Potentially
Violent Psychiatric Patients (Report
No. 6HI-A28-038), recommended

that VHA managers explore network
flagging systems that would ensure
employees at all VAMCs are alerted
when patients who have histories of
violence arrive at a medical center
for treatment.  VHA concurred that
Veterans Integrated Service Network
(VISN)-level/national databases are
needed to support information shar-
ing; however, CAP reviews conducted
in 2003 confirm that VHA still needs
to address this safety concern. 

VA’S PROGRAM RESPONSE
The National Patient Record Flagging
Directive, 2003-048, was released on
August 28, 2003.  The automated
system-wide tracking software for
Patient Record Flags was released to
the field September 11, 2003 with
activation at all sites by September
25, 2003.  VHA instituted a training
program on appropriate use of
patient flags and Web-based support
materials including best practices for
clinical, administrative, and informat-
ics field staff.  A videotape for clini-
cians on Patient Record Flags is
undergoing final review prior to
release.  A monthly call has been
scheduled for the first Wednesday of
each month at noon EST beginning
October 1, 2003, to respond to any
issues that may arise in the field con-
cerning Patient Record Flags. 

VA police officers receive 80 hours of
initial entry training, designed to ori-
ent them to facility-specific and
unique aspects of policing in a health
care environment.  Once completed,
officers participate in a 200-hour
basic police officer training course at
the VA Law Enforcement Training
Center, which prepares them to

effectively perform their duties relat-
ing to patient, employee, and visitor-
related situations.  Part of this course
includes over 20 hours of classroom
training on how to deal with violent
behavior.  VA Police Standard
Operating Procedures has a section
dedicated to the identification and
management of assault and violent
behavior. 

OIG2. BENEFITS
PROCESSING
For the past quarter century,
Veterans Benefits Administration
(VBA) has struggled with timeliness
of claims processing.  Veterans wait
too long for disability decisions, and
improvement is needed in the quality
and consistency of claims processing.
OIG reviews continue to find that
erroneous  and improper  payments
to ineligible veterans and beneficiar-
ies are a significant problem resulting
from inadequate oversight and lack
of internal controls.  Because of the
total dollar value of claims, the vol-
ume of transactions, the complexity
of the criteria used to compute bene-
fits payments, and the number of
erroneous2 and improper3 payments
already identified, we consider these
issues high risk areas and major
management challenges for VBA.
Also, because VA must report erro-
neous and improper payments on
four of its major programs4 in its
annual budget submissions and the
performance and accountability
report beginning in 2004, we believe
VA needs to be more aggressive in
identifying and eliminating erroneous
and improper payments. 
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2The Office of Management and Budget defines erroneous payments as payments made that should not have been made or were made for incorrect amounts
(including payments that do not necessarily involve cash disbursements).
3The Improper Payments Information Act of 2002 defines improper payments as any payment that should not have been made or that were made in incorrect
amounts (including overpayments and underpayments).
4The four programs are Compensation, Dependency and Indemnity Compensation, Pension, and Insurance.



Area directors also perform periodic
site visits of regional offices to assess
whether field station directors have
developed an effective internal con-
trol process within regional offices.
In addition, VBA has incorporated
performance standards into regional
office (RO) directors’ performance
plans to specifically address the con-
cerns above.  Each director is respon-
sible for ensuring that program
integrity initiatives and policies are
implemented, assessed through an
effective internal control process, and
adjusted as necessary to achieve
appropriate results for these areas:

• IT systems access and command
authorities

• Proper storage of veteran-
employee claims folders

• Security log reviews
• Access to sensitive files
• Third signature reviews for large

one-time or retroactive 
payments

• Information Security

Senior VBA managers continue to
review all one-time or "special"
retroactive payments in excess of
$25,000.  The Office of Performance
Analysis and Integrity monitors and
reports to RO managers on this
process to ensure accuracy and time-
liness.  RO division managers use this
information for training to preclude
future errors.

VA acknowledges that additional
progress needs to be made.

However, it is VBA’s policy to hold
managers responsible for the quality
and timeliness of program perform-
ance, increasing productivity, control-
ling costs, and mitigating adverse
aspects of agency operations.

2A. OIG ISSUE –
COMPENSATION AND
PENSION (C&P) TIMELINESS
VA reported its claims processing
backlog peaked at about 601,000 out-
standing claims.  As of June 2003,
VBA reports 418,000 total C&P claims
pending, including 279,600 requiring
rating action.  C&P rating actions that
once averaged 233.5 days currently
average 195.4 days.  VA credits these
improvements to the reforms recom-
mended by the Secretary’s Claims
Processing Task Force, which was
charged with identifying ways to
expedite claims and deliver benefits
to veterans more timely.  In October
2001, the Task Force recommended
measures to increase the efficiency
and productivity of VBA operations,
shrink the backlog of claims, reduce
the time it takes to decide a claim,
and improve the accuracy of deci-
sions.  The Task Force made 34 rec-
ommendations (20 short-term and 14
medium-term), and VBA defined 63
actions to accomplish the 34 recom-
mendations.  CAP reviews performed
at VA regional offices (VAROs) since
2001 found that C&P claims process-
ing failed to achieve prescribed time-
liness goals at 13 facilities.  VBA
needs to address recommendations

made in the CAP reviews and fully
implement the Task Force recom-
mendations.

VA’S PROGRAM RESPONSE
Since the Claims Processing Task Force
Report was released to the VA Secretary
in October 2001, significant improve-
ment has been shown in the area of
claims processing timeliness.  The back-
log of the total number of claims and
claims pending over 6 months contin-
ues to diminish as VBA continues to
implement each of the 34 recommen-
dations outlined in the report. 

VBA recognizes that continued
improvement in the area of claims
processing needs to be shown.  All
offices have been operating under
the new Specialized Claims
Processing Teams since September
30, 2002.  The new claims processing
model has already significantly
improved claims processing through
uniformity in decision-making, spe-
cialization, and standardization in
regional office organization structure,
and VBA believes the improvements
will continue.  VBA has completed all
recommendations with the exception
of four that the Secretary determined
needed no further action.

2B. OIG ISSUE -
COMPENSATION AND
PENSION PROGRAM’S
INTERNAL CONTROLS
In 1999, the former Under Secretary
for Benefits asked OIG for assistance
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VA PROGRAM RESPONSE
VBA continues to improve the quality, timeliness, and consistency of claims processing decisions:

As of 9/30/2002 As of 9/30/2003
Completed rating actions 797,000 872,194

Rating claims pending 345,516 253,597

% claims pending >180 days 35.3% 18.5%

% of rating accuracy 81% 85.3%

% of authorization accuracy 80% 87%



to help identify internal control weak-
nesses that might facilitate or con-
tribute to fraud in VBA’s C&P program.
In June 1999, we issued a vulnerability
assessment on the management
implications of employee thefts from
the C&P system.  We identified 18
internal control vulnerabilities.

Our July 2000 report, Audit of the C&P
Program’s Internal Controls at VARO
St. Petersburg, FL (Report No. 99-
00169-97), confirmed that 16 of the 18
categories of vulnerability reported in
our 1999 vulnerability assessment
were present at VA’s largest VARO.
We made 15 recommendations for
improvement.  As of June 2003, 5 of
the 15 recommendations were unim-
plemented, including controlling adju-
dication of employee claims, use of a
third-person authorization control in
the Benefits Delivery Network, and
verification of continued entitlement
of certain beneficiaries.

In February 2002, we issued our
report, Follow Up Evaluation of the
Causes of C&P Overpayments
(Report Number 01-00263-53).  Our
recommendation to reduce C&P ben-
efit overpayments by revising pro-
cessing procedures and clarifying VA
policy has not been resolved or
implemented.  VBA should implement
procedures to suspend benefits when
bad addresses cannot be resolved.

VA’S PROGRAM RESPONSE
VBA has placed an increased empha-
sis on oversight and accountability
through program reviews that are
used to highlight best practices and
correct out-of-line situations.  The
results are shared with all regional
offices to improve operations.  In
addition, the Network Support
Centers continue to perform annual
information security reviews of all
regional offices.  VBA established an
information security position at each

regional office to monitor system
access and establish safeguards to
protect veterans’ information and pri-
vacy.  These mechanisms have
increased the level of accountability
while providing an increased focus
on internal controls and program
integrity.

VBA has made good progress in
addressing the St. Petersburg audit
findings.  Nineteen of the 26 action
items contained in the 15 recommen-
dations identified in the St.
Petersburg audit (10 of the 15 recom-
mendations) have been closed by the
OIG.  Most of the outstanding recom-
mendations are contingent upon full
deployment of VBA’s Modern Award
Processing (MAP) system scheduled
for completion by the fourth quarter
of 2004.  However, many interim
measures have been taken to miti-
gate the vulnerabilities until the per-
manent system fix is implemented. 

While one recommendation from the
C&P overpayments audit remains
open, VBA is pursuing a nationwide
address locator service available to
all regional offices to obtain better
addresses for beneficiaries that will
resolve this outstanding issue.  Once
in place, we will finalize procedures
for managing non-essential returned
mail including, as the final step, sus-
pending benefits if a better address
cannot be found.  We anticipate hav-
ing these procedures in place by the
end of 2003.

2C. OIG ISSUE - BENEFIT
OVERPAYMENTS DUE TO
UNREPORTED BENEFICIARY
INCOME
Our November 2000 report, Audit of
VBA’s Income Verification Match
Results (Report No. 99-00054-1),
found that VA’s beneficiary income
verification process with the Internal
Revenue Service resulted in a large

number of unresolved cases.  We esti-
mated potential overpayments of
$773 million associated with benefit
claims that contained fraud indicators
such as fictitious Social Security
Numbers (SSNs) or inaccuracies in
key data elements.  We also estimated
an additional $33 million in potential
overpayments was related to inappro-
priate waiver decisions, failure to
establish accounts receivable, and
other processing shortcomings.  VBA
has implemented seven of the eight
report recommendations.  The recom-
mendation to complete data valida-
tion to reduce the number of
unmatched records with the Social
Security Administration remains unim-
plemented.  This was a repeat recom-
mendation from a 1990 OIG report. 

VA’S PROGRAM RESPONSE
The one remaining unimplemented
recommendation from Report No.
99-0054-1 pertains to the SSN
Verification Project described in M21-
1, part IV, chapter 31, subchapter VIII.
After reviewing and analyzing data,
VBA was able to modify the process
to ensure better output and matching
results.  VA has resumed the SSN
Verification Project, and a change to
M21-1, part IV, chapter 31, subchapter
VIII is in process that will revise 
procedures for working the SSN 
verification lists.

Based on a sample run in April 2003,
VA expects around 23,000 line items
per month for at least the first 4
months.  After the initial 4 months,
the numbers should decline but it is
difficult to predict the rate of reduc-
tions.  Regional offices are required
to annotate the SSN verification lists
as they work them and retain a copy
of the annotated list for 2 years from
the date of the list.  These lists will be
available for review during site visits
by C&P Service staff.
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2D. OIG ISSUE -
OVERPAYMENTS INVOLVING
UNREIMBURSED MEDICAL
EXPENSE CLAIMS
At the request of the former Under
Secretary for Benefits, OIG conducted
an audit of VBA’s benefit payments to
beneficiaries receiving increased ben-
efits because of unreimbursed med-
ical expense (UME) claims.  In
September 2002, we issued our
report, Audit of VBA Payments
Involving Unreimbursed Medical
Expense Claims (Report No. 00-0061-
169).  We found that some benefici-
aries were submitting unsupported
or fraudulent UME claims and identi-
fied beneficiary overpayments of
$125 million and underpayments of
$20 million annually. 

These improper payments occurred
because VAROs were not effectively
managing the processing of UME
claims.  VBA needs to enhance verifi-
cation of UME claims and ensure
that claims greater than $15,000 are
verified.  VBA reports it has imple-
mented procedures to verify claims
greater than $15,000 and other 
recommendations. 

Following discussions with VBA and
after further review, we believe that a
fair representation of the projected
annual overpayments associated with
claims processing error would be
$43.8 million.   The VBA estimate of
$8.4 million is wholly inconsistent
with the claims processing error
results and does not consider at all
the additional erroneous payments
associated with beneficiary fraud.

VA’S PROGRAM RESPONSE
After collaborating with the OIG on
the seven recommendations, VBA
resolved the vulnerabilities and the
IG closed the Audit of VBA Payments
Involving Unreimbursed Medical
Expense Claims on July 9, 2003 (10

months from the date of the final
report).  We appreciate the OIG’s
efforts identifying improper pay-
ments and feel that program man-
agement is more effective as a result
of this audit. 

However, after reviewing some of the
OIG findings, there is a significant dif-
ference between VBA’s estimated
annual cost avoidance of $8,415,152
and the OIG’s estimate in the final
report.  It is particularly important to
resolve this issue as we aggressively
pursue quantifying erroneous and
improper payments in accordance
with the 2002 Improper Payment Act.

2E. OIG ISSUE - FUGITIVE
FELON PROGRAM 
The Veterans Education and Benefits
Expansion Act of 2001 prohibits vet-
erans who are fugitive felons, or their
dependents, from receiving specified
veterans’ benefits.  OIG has estab-
lished a program to identify VA bene-
fits recipients and employees who
are fugitives from justice.  The pro-
gram involves computerized matches
between fugitive felon files of law
enforcement organizations and VA
records.  Once a veteran or employ-
ee is identified as a fugitive, informa-
tion on the individual is provided to
the law enforcement organization
responsible for serving the warrant.
Information is also provided to VA so
that benefits may be suspended and
overpayments may be recovered.  In
light of VBA’s current claims process-
ing work, we believe that adding the
workload that this Act generates
presents a major challenge for VA.

To date, OIG has completed agree-
ments with the U.S. Marshals Service,
the States of California and New
York, and the National Crime
Information Center.  We have already
identified more than 11,000 potential
fugitive beneficiaries and employees.

OIG anticipates that 1–2 percent of
all fugitive felony warrants submitted
will involve VA beneficiaries; savings
are projected to exceed approxi-
mately $209 million. 

VA’S Program Response
VBA began collaborating with the
OIG in March 2002 to develop a
plan addressing the Veterans
Education and Benefits Expansion
Act of 2001, P.L. 107-103.  Based on
information and guidance provided
by the OIG, VBA has devised inter-
nal procedures that will both comply
with the law and provide accurate
information on suspended benefits
with as limited an impact on 
regional offices as possible. 

VBA is implementing these proce-
dures.  C&P established and issued
guidance to field personnel including
a standard "due process" letter to
veterans in a fugitive felon status.
Guidance and field procedures for
Vocational Rehabilitation &
Employment and Education are cur-
rently being developed.  The credit
underwriting guidelines for VA-guar-
anteed loans require loan applicants
to disclose employment, residence,
and credit information.  The under-
writing process provides for public
records searches by credit bureaus
that provide credit information.  We
believe that VA’s credit underwriting
process effectively excludes fugitive
felons from obtaining loan guaranty
benefits, except for the possibility of
such individuals seeking benefits
under an assumed identity. 

In May 2003, VBA received 1,000
warrants from the OIG, originating
from California and the U.S.
Marshals Service.  The warrants
were sorted and sent to the appro-
priate regional offices.  Of the 1,000,
about 20 percent have been adjust-
ed and the rest are pending final
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action.  We will send additional war-
rants out to regional offices when we
receive them from OIG.  VBA staff
continues to meet with OIG to dis-
cuss and refine the process, and we
rely on their expertise with law
enforcement to achieve the most
accurate actions necessary. 

2F. OIG ISSUE –
INCARCERATED VETERANS 
In February 1999, OIG published a
report titled Evaluation of Benefit
Payments to Incarcerated Veterans
(Report No. 9R3-B01-031).  The
review found that VBA officials did
not implement a systematic
approach to identify incarcerated vet-
erans and adjust their benefits as
required by Public Law 96-385.  The
evaluation included a review of 527
veterans randomly sampled from the
population of veterans incarcerated
in 6 states.  Projecting the sample
results nationwide, we estimated that
about 13,700 incarcerated veterans
had been, or will be, overpaid about
$100 million.

VBA has implemented the recom-
mendations in the report.  VBA
reached an agreement with the
Social Security Administration (SSA)
to use the State Verification and
Exchange System (SVES) to identify
claimants incarcerated in State and
local facilities.  VBA is now process-
ing both a Bureau of Prisons match
and SSA prison match cases on a
monthly basis.  By September 6,
2002, over 18,500 veterans were
identified who received VA benefits
and were potentially incarcerated.
Additional potentially incarcerated
veterans are being identified at the
rate of 700-800 monthly.  However,
at this time, VBA does not have pro-
cedures in place to track the disposi-
tion of these cases and quantify the
results of the matching program.  VA
should set up a database for tracking

the total dollar value of incarcerated
overpayments, which VA is required
to report annually with other 
erroneous payments. 

VA’S PROGRAM RESPONSE
Over the past year, VA has focused
many resources on identifying incar-
cerated beneficiaries and, when
appropriate, adjusted their compen-
sation and pension benefits as pro-
vided by 38 U.S.C. § 5313 and 38
U.S.C. § 1505.  In June 2002, VA start-
ed a computer match with SSA
through which one-fourth of the
entire VA Compensation and Pension
file is run against SSA’s prisoner data-
base each month.  The initial 4
monthly runs each produced over
4,000 matches.  Subsequent monthly
matches have each produced
approximately 800 matches.  Since
the start of the prison match with
SSA, nearly 30,000 matches have
been generated.  VBA is currently
tracking a sample of just under 20
percent of the 700-800 monthly SSA
prison match cases.  It is VBA’s opin-
ion that tracking 100 percent of these
cases would not be cost beneficial. 

In addition to the computer match
with SSA, which primarily identifies
individuals in the custody of state
and local authorities, VA continues
to conduct a computer match pro-
gram with the Federal Bureau of
Prisons.  Monthly runs average 30 to
40 matches. 

Before VA can reduce a beneficiary’s
award, it must establish that the ben-
eficiary was incarcerated for convic-
tion of a crime.  Many of the
beneficiaries identified on the SSA
prison match have not yet been con-
victed of a crime or were determined
incompetent to stand trial and are
confined in mental health facilities.  If
the beneficiary receives disability
compensation or Dependency and

Indemnity Compensation, VA must
establish that the beneficiary was
convicted of a felony.  Finally, VA
must establish that the individual has
been incarcerated for at least 61 
consecutive days after conviction. 

In regard to the reporting require-
ments for erroneous payments, VBA
has been working diligently with
OMB and the Department to comply
with the Improper Payment Act of
2002.  A database is being developed
that will maintain annual improper
payment rates on Compensation,
DIC, and pension benefits.  

OIG3. PROCUREMENT
VA faces major challenges in imple-
menting a more efficient, effective,
and coordinated acquisition pro-
gram.  The Department spends
about $6 billion annually for phar-
maceuticals, medical and surgical
supplies, prosthetic devices, informa-
tion technology, construction, and
services.  High-level management
support and oversight are needed to
ensure VA leverages its full buying
power, maximizes the benefits of
competition, and improves contract
administration.

In May 2002, the VA Secretary’s
Procurement Reform Task Force rec-
ommended improvements to better
leverage VA’s substantial purchasing
power and to improve the overall
effectiveness of procurement opera-
tions.  By June 2002, VA began
implementing Task Force recommen-
dations.  For example, VHA issued a
new policy on national standardiza-
tion of supplies and equipment and
has established 40 user groups with
responsibilities for evaluating 80
classes of supply commodities for
potential standardization. 

OIG reviews continue to identify
problems with Federal Supply
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Schedule (FSS)5 contracts and blan-
ket purchase agreements (BPAs)6 ,
along with procurements for health
care items, scarce medical services,
and construction.  We also continue
to identify weaknesses in the man-
agement of purchase cards and
problems with inventory manage-
ment, as discussed below.

3A. OIG ISSUE - FEDERAL
SUPPLY SCHEDULE (FSS)
CONTRACTS
OIG is currently conducting a nation-
al audit to evaluate the effectiveness
of VA medical supply procurement
practices.  Preliminary results show
that VAMC purchasers often paid
higher prices than necessary because
they did not make purchases from
VA national or FSS contracts or
because they established duplicative,
expensive local contracts.
Furthermore, we found that some
existing VA national and FSS con-
tracts did not cover products pur-
chased, so that facilities paid a wide
range of prices for the same prod-
ucts.  Many products have potential
for greater standardization, and using
national contracts could better lever-
age the Department’s buying power,
yielding significant cost savings.

VA’S PROGRAM RESPONSE
The VHA Clinical Logistics Office is the
lead office for the implementation of
the National Item File at field facilities.
Implementation will begin during
October 2003.  This initiative will stan-
dardize nomenclature so that sup-
plies can be consistently tracked with
nationally accepted descriptions.
Secondly, under the purview of the

VHA Acquisition Board, the
Acquisition Planning Workgroup is
developing a 5-year National
Acquisition Plan.  This plan will pro-
vide a basis for identifying require-
ments at the local level that represent
opportunities for standardization and
national contracts.  Finally, the VHA
Clinical Logistics Office recently hired
a Director of Standardization to
expand this nationwide effort.  The
standardization process has been
reengineered into 14 product lines
and 39 user groups that include a
VISN Chief Medical Officer as the
Chair.  All groups have been issued
charters and timelines for completion
of the nationally identified Top 50
items.  Web-based applications are
under development to accelerate the
expansion of the program.  As the
program matures, measures are
being implemented to track compli-
ance at the local level and accelerate
the program efforts. 

The VA Office of Acquisition and
Materiel Management (OA&MM)
National Acquisition Center continues
to encourage potential offerors and
current contractors to offer their
complete product line for the FSS
and national contracts.  OA&MM also
continues to work with VHA in identi-
fying items for standardization.

3B. OIG ISSUE -
CONTRACTING FOR HEALTH
CARE SERVICES
OIG reviews have identified conflicts
of interest in the request for approval
of contracts, preparation of solicita-
tions, contract negotiations, and con-
tract administration efforts.  Also, we

continue to see that legal, technical,
and pre-award price reasonableness
reviews are not always performed on
non-competitive contract awards.
Some contracts and solicitations do
not contain terms and conditions that
adequately protect the Department’s
interests.  Lastly, we have found
instances where VA has allowed the
affiliated medical schools to dictate
the terms and conditions of contracts,
including the services to be provided. 

VA’S PROGRAM RESPONSE
For nearly a year, VHA has been in
the process of drafting new health
care procurement policy under 8153
sharing authority.  During this time,
we have been building consensus
among all interested parties on meth-
ods to improve our justification of a
fair and reasonable price, compliance
with existing VA conflict of interest
policy, and appropriate quality assur-
ance and performance monitoring.
Some of the interested parties include
the Center for Medicare and
Medicaid Services, the American
Academy of Medical Colleges, and
the Counsel of Teaching Hospitals.
This policy has been sent to the
Department for concurrence. 

OA&MM will continue to educate and
disseminate to the field information
regarding VA’s Federal Supply
Schedule Program for Professional
and Allied Health Care Services.

3C. OIG ISSUE -
GOVERNMENT PURCHASE
CARD ACTIVITIES
OIG reviews identified systemic man-
agement weaknesses in the oversight
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For example, in May 2002, we issued
Audit of VA Consolidated Mail
Outpatient Pharmacy Inventory
Management (Report No. 00-01088-
97).  We reviewed seven CMOP oper-
ations and found that they could
significantly reduce their pharmaceu-
tical inventories.  CMOPs maintained
supplies on hand that exceeded the
applicable benchmarks for 60 per-
cent of their inventory items.  We
estimate that of the $63.5 million in
total inventory at the CMOPs
reviewed, $28.8 million (45 percent)
exceeded current operating needs.

Recommendations included eliminat-
ing excess inventories, improving
inventory management, and develop-
ing criteria for adding new items to
product lines.  Recent CAP reviews
continue to find VA has funds tied up
in excess inventories.  VA needs to
develop and implement an effective
method to control inventories and
free up funds for other uses.

VA’S PROGRAM RESPONSE
The VA Office of Management estab-
lished performance monitors for
medical center inventory manage-

ment shortly after the audits.  Medical
centers are required to report data
quarterly and compile information
into a "report card," with indices dis-
played in red, yellow, and green --
depending on the level of compli-
ance.  Collection and monitoring of
this data is now conducted by the
VHA Clinical Logistics Office and regu-
larly reported to the VHA Acquisition
Board and to the Deputy Secretary at
the Monthly Performance Review.  In
addition, OA&MM assisted the VHA
Logistics Office in writing VHA
Directive and Handbook 1761.2, VHA

and use of Government purchase
cards.  We found instances of waste-
ful spending (buying without regard
to need or price), purchases that
exceeded the cardholder’s authority,
and purchases that were inappropri-
ately split to avoid competition
requirements.  Some cardholders did
not use existing contracts, which has
resulted in paying higher prices for
the same items.

VA management controls over pur-
chase card transactions need to be
strengthened so that VA buying
power is leveraged to the maximum
extent possible and discounts are not
lost.  Increased visibility and over-
sight over procurements are needed
to ensure price reasonableness so

that VA procurement needs are met
effectively and economically.

VA’S PROGRAM RESPONSE
The Office of Management, in part-
nership with the VA administrations
and OIG, has taken many steps to
improve oversight and use of pur-
chase cards in the Department.  VA
and administration-level policies and
procedures have been disseminated
to clearly identify responsibilities,
recurring controls, restrictions and
sanctions.  Management controls and
oversight are continuously empha-
sized through mandatory training for
purchase cardholders, liaisons, and
approving officials.  Controls such as
restrictions on where cards can be
used, what can be purchased, and

dollar limitations on single and
cumulative purchases have been
implemented with the purchase card-
issuing bank.  Price reasonableness
and effective use of sources, includ-
ing contracts that provide for maxi-
mum discounts and variety of
providers, are emphasized.  VA’s
Office of Management and OIG are
also cooperating in a detection pro-
gram to determine where purchase
cards may have been improperly
used.  In addition, purchase card
audits are being conducted at the
field station level.  Refresher training
has been mandated for cardholders
and approving officials at least every
2 years to ensure they are aware of
all program requirements. 
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3D. OIG ISSUE - INVENTORY MANAGEMENT
Since 1999, we have issued six national audits of inventory management practices for various supply categories, identifying
potential cost savings of about $388.5 million.  We noted potential savings ($ in millions) could be achieved in the management
of the following inventories.

• Medical Supply Inventories $ 75.6 

• Prosthetic Supply Inventories $ 31.4 

• Pharmaceutical Inventories $ 30.6 

• Engineering Supply Inventories $168.4 

• Miscellaneous Supply Inventories $ 53.7 

• Consolidated Mail Outpatient Pharmacy (CMOP) Inventories $ 28.8 

Total $388.5



Inventory Management.  OA&MM
also includes inventory management
training at its training events that are
presented to over 500 participants
per year.  In addition to the OIG CAP
reviews, the Office of Acquisition and
Materiel Management (OA&MM) also
reviews inventory management dur-
ing business site reviews at more
than 30 medical centers annually.
On-site training is provided when out-
of-line situations are discovered.

We plan several initiatives in 2004 to
improve CMOP management.  VHA,
in partnership with OA&MM, is
developing a Generic Inventory
Package training program for all new
hands-on users, which is scheduled
to begin during the second quarter
of 2004.  Policy and procedures on
the management of infrequently
used medical and surgical supplies
that must be kept on hand for man-
agement of life-threatening emer-
gencies are being developed.  The
VHA Clinical Logistics Office has also
been identified as being responsible
for the implementation and mainte-
nance of the National Item File.  This
will facilitate better inventory man-
agement processes and provide
compliance data for standardization
monitoring.  In 2005, we plan to
develop inventory and standardiza-
tion utilization reports that will facili-
tate cost reductions.

3E. OIG ISSUE - CONTROLS
OVER THE FEE-BASIS
PROGRAM
We conducted an audit to determine
if VHA had effective internal controls
to ensure that payments for fee-basis
treatment were appropriate.  Fee-
basis treatment is inpatient care, out-
patient care, or home health care
provided by non-VA health care
providers at VA expense.  In June
1997, the Audit of Internal Controls

over the Fee-Basis Program (Report
No. 7R3-A05-099) concluded VHA
could reduce fee-basis home health
care expenditures by at least $1.8
million annually and improve cost
effectiveness by establishing contract-
ing guidelines for such services and
providing contracting officers with
benchmark rates to determine the
reasonableness of charges.  VHA has
not implemented two of seven 
recommendations. 

VA’S PROGRAM RESPONSE
VHA devised a new strategy to pro-
vide needed policy direction on
reimbursement for skilled home
care, homemaker/home health aide,
and hospice services.  VHA’s
Business Office and VA’s General
Counsel are currently exploring
reimbursement policy based upon
payments made by the Centers for
Medicare and Medicaid Services
(CMS) for similar care. 

OIG4. FINANCIAL
MANAGEMENT
Since 1999, VA has achieved
unqualified audit opinions on its
Consolidated Financial Statements.
The Department has made improve-
ments in the areas of: (i) reliance
on independent specialists, (ii)
management of legal representa-
tions, and (iii) management owner-
ship of financial data.  However,
material weaknesses continue, and
corrective actions to address non-
compliance with financial system
requirements are expected to take
several years to complete.  VA
needs to establish an integrated
financial management system.

Over the last few years, OIG reported
that VHA needs to: (i) strengthen
procedures and controls for means
testing, billings, and collections; (ii)
reduce the rate of coding and billing

errors; (iii) decrease the time it takes
to bill for services; and (iv) improve
medical record documentation for
billing purposes.  In addition, VA
reported last year that VHA’s
Revenue Office believes that signifi-
cant amounts of revenue have yet to
be collected.  While VA has
addressed many of the concerns we
reported over the last few years, our
most recent audits continue to identi-
fy major challenges where VHA could
improve debt management, financial
reporting, and data validity. 

4A. OIG ISSUE – FINANCIAL
MANAGEMENT AND
REPORTING
VA program, financial management,
and audit staffs perform certain man-
ual compilations and labor-intensive
processes in order to attain auditable
Consolidated Financial Statements.
These manual compilations and
processes should be automated and
performed by VA’s financial manage-
ment system.  In the meantime, we
consider the risk of materially mis-
stating financial information as high.

Last year, VA responded that the
new CoreFLS7 would resolve many
OIG concerns.  A November 2002
CoreFLS document, "Resolving OIG
Concerns," noted CoreFLS alone
may not be a remedy and that some
issues are clearly outside the scope
of this system.  As an example, gaps
in VA’s Standard General Ledger
compliance may continue to be
observed in some feeder systems
that are not being replaced by
CoreFLS.  Thus, if VBA continues
operating a separate General
Ledger, VA’s Standard General
Ledger compliance will need to be
reassessed annually.  In addition,
CoreFLS gains will not be evident
until full system implementation,
now scheduled for 2006. 

FY 2003 Performance and Accountability Report 157

7Core Financial and Logistics System - An integrated commercial "off-the-shelf" financial and logistics software system. 



VA’S PROGRAM RESPONSE
VA’s Core Financial and Logistics
System will address many of the
issues identified by the OIG.
Implementation is on schedule.  VA
continues to move forward with addi-
tional improvements in financial man-
agement and reporting.  Due to the
size and complexity of VA’s financial
systems, changes require significant
resources and time to implement.  In
support of the President’s
Management Agenda, VA submitted
the audited Consolidated Financial
Statements for 2002, 2 months earlier
than the previous year and is plan-
ning to complete the 2003 financial
audit statements by November 11,
2003.  VA will achieve these improve-
ments through changes and enhance-
ments to financial management
systems and reporting, incorporating
best practices in estimation method-
ologies, early month-end closes, and
continued refinement to existing sys-
tems and interfaces.

4B. OIG ISSUE – DEBT
MANAGEMENT 
Our March 1999 report, Evaluation of
VHA’s Income Verification Match
Program (Report No. 9R1-G01-054),
found that VHA could increase
opportunities to enhance Medical
Care Collection Fund (MCCF) collec-
tions.  This 1999 audit found the rec-
ommendations made in a 1996 OIG
report on VHA’s income verification
match program were not fully imple-
mented.  Furthermore, VHA has not
implemented 3 of the 13 recommen-
dations made in the 1999 report.

In our February 2002 report, Audit
of the Medical Care Collection Fund
Program (Report No. 01-00046-65),
we found that VHA could enhance
MCCF collections by requiring VISN
and VA medical facility directors to
better manage MCCF program activ-
ities.  We made recommendations to

improve medical record documenta-
tion, establish performance stan-
dards, and monitor results.  We
recognize that progress has been
made, but VHA has not fully imple-
mented these recommendations.
Opportunities exist to ensure
aggressive follow-up on unpaid bills
and appeals of denied insurance
claims that would increase future
collections.  We recommend that
VHA continue to pursue improve-
ments aggressively.  

VA’S PROGRAM RESPONSE
Three recommendations are pending
from the Evaluation of VHA’s Income
Verification Match Program, as of
September 2003.  The Income
Verification Match (IVM) process was
successfully restarted in March 2003
when VA facilities initiated billing of
converted cases.  Billing activity
reports were completed and shared
with facilities in September 2003.
Software enhancements to automati-
cally bill all pending cases on the 61st
day after referral will be installed by
November 2003.  Multi-year income
verification processing will begin in
October 2003 when VA’s Health
Eligibility Center (HEC) begins pro-
cessing 2002 income year cases.

OIG has agreed to a revised financial
assessment process based on the
IVM Program to meet the intent of
the Centralized Means Test Program.
Full implementation of the revised
financial assessment process based
upon the IVM Program is dependent
upon substantial modification to
VHA’s information system and will be
implemented with 12 to 18 months. 

Actions have been taken to close the
remaining two recommendations
from the Audit of the Medical Care
Collection Fund report.  On July 8,
2003, a memorandum issued to
VISN directors implemented the

Compliance and Business Integrity
Program’s Supporting Indicators.
These indicators monitor the accura-
cy of medical record coding and
medical care billing.  In addition, in
2003, the Chief Business Officer
implemented industry-based per-
formance metrics and reporting
capabilities to identify and compare
overall VA revenue performance.
These metrics and associated per-
formance targets were incorporated
in VISN and medical center direc-
tors’ performance contracts for
2003.  As analysis of these enhance-
ments and metrics occur, they will
be refined and expanded over time
as appropriate.  VHA is piloting cen-
tralized coding pools in two VISNs
to improve coding accuracy, and
developing point-of-care coding at
outpatient clinics and a charge
description master that will elimi-
nate the review and coding of non-
billable events.  In September 2003,
to ensure follow-up with insurance
carriers on delinquent receivables,
VHA, with the Financial Quality
Assurance Service, will be complet-
ing a review of outstanding third-
party receivables and preparing a
plan to reduce the receivable
amounts.

4C. OIG ISSUE – DATA
VALIDITY
The Government Performance and
Results Act (GPRA) requires agencies
to develop measurable performance
goals and report results against those
goals.  Successful implementation
requires that information be accurate
and complete.  VA has made
progress in implementing GPRA, but
additional improvement is needed to
ensure that stakeholders have useful
and accurate performance data.  In
1998, we initiated a series of audits
assessing the quality of data used to
compute the Department’s key per-
formance measures.  In the eight
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audits so far, we validated the under-
lying data in only two of the nine key
measures reviewed.  While VA has
corrected the deficiencies cited in our
reports involving the 7 measures that
had validity problems, we are con-
cerned that the remaining 17 per-
formance measures identified in the
2002 performance and accountability
report that have not been reviewed
may have similar problems.  Until the
remaining 17 measures are reviewed,
this issue will remain a major man-
agement challenge.  VA should do a
thorough review of the remaining
measures and provide us assurance
that data validity problems do not
exist or have been corrected. 

VA’S PROGRAM RESPONSE
Efforts are ongoing across VA to
improve accuracy and validity of
data.  VHA has taken corrective
action where necessary, to ensure
that the validity of all data elements
is adequate.  The new Office of
Performance Analysis and Integrity,
established in 2003, consolidates
data quality functions for all of VBA.
This office will conduct data analy-
ses to improve the value and quality
of data VBA collects.  VBA also creat-
ed a Data Warehouse and
Operational Data Store, which will
facilitate the ability to have reliable,
timely, accurate, and integrated data
across the organization. 

OIG5. INFORMATION
MANAGEMENT
VA faces significant challenges
addressing federal information secu-
rity program requirements and
establishing a comprehensive, inte-
grated VA security program.
Information security is critical to the
confidentiality, integrity, and avail-
ability of VA data, and to protect the
assets required to support health
care and benefits delivery.  Lack of
management oversight contributes

to inefficient practices and weak-
nesses in electronic information and
physical security.  We continue to
identify serious Department-wide
vulnerabilities.

5A. OIG ISSUE -
INFORMATION SECURITY
In our December 2002 report, Audit
of the Department of Veterans
Affairs Information Security Program
(Report No. 01–02719–27), we con-
cluded VA had not effectively imple-
mented a number of information
security remediation efforts and had
not ensured compliance with estab-
lished policies, procedures, and
guidelines.  As a result, VA is at risk
of attacks on, or disruption of. mis-
sion-critical systems, unauthorized
access to financial and Privacy Act
data, and fraudulent payment of ben-
efits.  In our 2003 work, we have
found that many information system
security vulnerabilities reported in
our 2001 and 2002 national audits
are unresolved, and we have identi-
fied additional vulnerabilities.  VA
needs to devote sufficient resources
to ensure effective security manage-
ment, oversight, and protection of
critical Department operations.

CAP reviews from October 2002
through March 2003 continued to
identify security weaknesses at all 11
VAMCs where we reviewed informa-
tion security management.  We made
recommendations to improve contin-
gency planning, background checks,
systems certification, and other inter-
nal controls.  VA has not implement-
ed all planned security measures and
has not ensured compliance with
established security policies, proce-
dures, and controls requirements.

VA’S PROGRAM RESPONSE
The Office of Cyber and Information
Security and OIG have identified the
lack of role-based training for

Information Security Officers as the
primary cause for continual recur-
rence of previously identified security
deficiencies at facilities.  To improve
this situation, a Cyber Security
Practitioner Professionalization
Program has been established to
ensure that VA personnel have access
to adequate training in areas of IT
security.  VA employees who meet
stringent qualifications through com-
binations of training, testing, and
experience will be credentialed.
Pertinent information will be main-
tained on individual cyber security
practitioner certification status and
periodically re-evaluated.

As an additional control, the Office
of Cyber and Information Security
has committed to establishing an
independent compliance capability
to better ensure that established
policies and procedures are effec-
tively implemented as well as test-
ed, through the newly created
Review and Inspection Division
(RID).  RID staff has been providing
security management assistance
and will conduct independent test-
ing and verification of implemented
security practices. 

5B. OIG ISSUE - MEDICAL
RECORD PRIVACY AND
SECURITY
A December 2002 review evaluated
VAMC compliance with VA’s medical
record privacy policies and security
practices.  The report, Healthcare
Inspection - Evaluation of VHA
Medical Record Security and Privacy
Practices (Report No. 01-01968-41),
made recommendations—two of
seven are not yet implemented—to
secure patient information and
improve internal controls. 

VA’S PROGRAM RESPONSE
VA Directive and Handbook 6500
address these issues in addition to
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Identified By
The General
Accounting
Office (GAO)

In January 2003, GAO issued its
special series of reports entitled the
Performance and Accountability
Series: Major Management
Challenges and Program Risks,
(GAO-03-110).  One of the reports
described major management
challenges and high-risk areas facing
the Department of Veterans Affairs.
The following is excerpted from the
report in which GAO discusses the
actions that VA has taken and that
are underway to address the
challenges GAO identified in its
Performance and Accountability
Series 2 years ago, and major events
that have significantly influenced the
environment in which the
Department carries out its mission.
The report on VA can be viewed in its
entirety at the GAO Web site:
http://www.gao.gov/cgi-
bin/getrpt?GAO-03-110. 

GAO1. ENSURE ACCESS TO
QUALITY HEALTH CARE
Although VA has opened hundreds of
outpatient clinics, waiting times are
still a significant problem.  To help

address this, VA has taken several
actions including the introduction of
an automated system to schedule
appointments.  Over the past several
years, VA has done much to ensure
that veterans have greater access to
care and that the care they receive is
appropriate and of high quality.  Yet
VA remains challenged to ensure that
veterans receive the care they need,
when they need it -- a challenge that
has become even greater with the
recent expansion of benefits. 

VA must also better position itself to
meet the changing needs of an aging
veteran population by improving
nursing home inspections and
increasing access to non-institutional
long-term care services.  In fiscal
year 2001, VA spent 92 percent of its
long-term care dollars in institutional
settings, such as nursing homes -- the
costliest long-term care setting.
However, VA’s oversight of communi-
ty nursing homes -- where about
4,000 veterans received care each
day in fiscal year 2001 -- as not been
adequate to ensure acceptable quali-
ty of care.  While VA has begun to
implement certain policies to
improve oversight of these homes, as
GAO recommended in July 2001, VA
has yet to develop a uniform over-
sight policy for all community nurs-

ing homes under VA contract.
Further, VA plans to rely increasingly
on the results of state inspections of
community nursing homes rather
than conducting its own inspections,
but it has not developed plans for
systematically reviewing the quality
of state inspections.

VA’S PROGRAM RESPONSE
In June 2002, VHA published a com-
prehensive policy on oversight of
community nursing homes (CNH),
implementing long-standing OIG rec-
ommendations in this area.  This pol-
icy will provide national standards
for annual reviews of CNHs and
monthly visits by VA staff to patients
in those homes.  In 2002, VA estab-
lished national community-based
outpatient clinic (CBOC) planning cri-
teria and standards to ensure that
clinics are located in areas with
greatest needs and that veterans
receive the same minimum set of
services and standard of care system-
wide.  During 2002, VA also launched
a long-term strategic planning
process called CARES.  CARES, an
acronym for Capital Asset
Realignment for Enhanced Services,
is designed to streamline the sys-
tem’s capital assets to meet the
changing health care needs and
demographics of America’s veterans.

the Office of Cyber Security Review
and Inspection Division site assess-
ments.  A revision of VHA M1, part 1,
chapter 5, Medical Records, is in final
concurrence and will provide guid-
ance on locked containers or shred-
ders in employee work areas.  All VA
employees completed privacy training
by April 2003 and all new VA employ-

ees must complete the Web-based
training within 30 days of employ-
ment.  The Office of Cyber Security
has instituted a Web-based privacy
reporting mechanism, Privacy
Violation Tracking System, for use
throughout VA to document potential
privacy complaints and violations
received or observed by VA/VHA

Privacy Officers.  It also provides sta-
tistical data for national oversight of
VA’s privacy program.  A directive and
handbook on VA’s cyber security pro-
gram is in the concurrence process,
as well as interim guidance for VA
Information Security Officers.  The
Cyber Security Practitioner Training
Program has been implemented.
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Future need for CBOCs to improve
access will be identified through the
CARES process.  In 2002, all VISNs
achieved full Network-wide imple-
mentation of 24/7 telephone access. 

By the end of 2003, a State Veterans
Home (SVH) handbook on patient
safety will be issued, and training
materials will follow.  Points of con-
tact have been identified at VHA facil-
ities and the VA Central Office
(VACO) Geriatrics and Extended Care
(G & E) office.  Electronic reporting of
inspection findings and payment
claims has been established.
Ongoing communication forums
between SVH officials, VHA facilities,
and VACO G & E staff have been
established.  Training focused on
patient safety in SVHs is ongoing.  A
pilot project to electronically transmit
quality data from the Resident
Assessment Instrument/Minimum
Data Set on SVH patients is currently
underway.  Interpretive guidelines for
the nursing home program are cur-
rently under revision and will contin-
ue to be reviewed to ensure they
remain up to date.  Regulations
regarding SVH Day Health Care have
been issued, and associated interpre-
tive guidelines are being developed.
Training on clinical privileging is
planned for early 2004.

Hepatitis C - Since 1999, VA included
a total of $700 million in its budgets
submitted to the Congress to screen,
test, and provide veterans who test
positive for hepatitis C with a recom-
mended course of treatment.  In
June 2001, GAO testified that VA
missed opportunities to screen as
many as 3 million veterans who visit-
ed medical facilities during fiscal
years 1999 and 2000, potentially
leaving as many as 200,000 veterans
unaware that they have hepatitis C.
In response to our testimony, VA has
begun to improve screening and test-

ing procedures.  In 2002, VA estab-
lished a process to monitor screening
and testing performance.  In addition
to monitoring VA’s progress in
screening and testing veterans for
hepatitis C, GAO is assessing its
efforts to notify veterans who test
positive and to evaluate veterans’
medical conditions regarding poten-
tial treatment options.

VA’S PROGRAM RESPONSE
The External Peer Review System col-
lects data on evidence of systematic
screening of veterans for hepatitis C
through patient chart reviews.  The
results show steady improvement in
rates of screening during every quar-
ter.   In the first quarter of 2003, over
93 percent of 8,000 charts that were
reviewed contained evidence of
screening for hepatitis C risk factors. 

VA’s efforts to enhance notification
and evaluation of veterans who test
positive for hepatitis C involve several
strategies.  An information letter from
the Under Secretary for Health was
circulated to all facilities in December
2002, outlining systems for ensuring
that diagnostic testing is efficient and
accurate and that clinicians are
aware of positive test results 
promptly.  A VA Hepatitis C Case
Registry has been implemented that
captures all veterans with positive
hepatitis C antibody tests and related
diagnostic codes and enables each
site to identify and track the patients
who need to be notified.  A newly
developed query tool for the
Computerized Patient Record System
(CPRS) allows clinicians to access a
broad array of data in the electronic
medical record.  An application of
the CPRS query tool will enable clini-
cians to search for abnormal test
results such as positive hepatitis C
tests.  Systems such as My HealtheVet
are being developed to give patients
better access to test results and other

information in the electronic medical
record.  Although there are signifi-
cant concerns about relaying sensi-
tive, personal medical information by
mail or telephone, several VA sites
are working on ways to notify
patients without loss of confidentiali-
ty.  Best practices will be identified
and disseminated based on this
work.  Further data on timeliness of
notification are being collected
through the External Peer Review
Program to guide future performance
improvement activities.

GAO2. MANAGE RESOURCES
AND WORKLOAD TO
ENHANCE HEALTH CARE
DELIVERY

2A. CARES
VA has begun to make more efficient
use of its health care resources to
serve its growing patient base.
However, to meet the growing
demand for care, VA must carry out
its plan to realign its capital assets
and acquire support services more
efficiently.  At the same time, VA
needs to improve its process for allo-
cating resources to its 21 health care
networks to ensure more equitable
funding.  VA must also seek addition-
al efficiencies with the Department
of Defense (DoD), including more
joint purchasing of drugs and 
medical supplies. 

VA is one of many federal agencies
facing challenges in managing prob-
lems with excess and underutilized
real property, deteriorating facilities,
and unreliable property data.  In 1998,
GAO reported that in the Chicago
area alone, as much as $20 million
could be freed up annually if VA
served area veterans with three
instead of four hospitals.  In response,
in October 2000, VA established the
Capital Asset Realignment for
Enhanced Services (CARES) program,
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which calls for assessments of veter-
ans’ health care needs and available
service delivery options to meet those
needs in each health care market—a
geographic area with a high concen-
tration of enrolled veterans.  VA needs
to build and sustain the momentum
necessary to achieve efficiencies and
effectively meet veterans’ current and
future needs.  The challenge is to do
this while mitigating the impact on
staffing, communities, and other VA
missions.  Successfully completing this
capital asset realignment will depend
on VA’s ability to strategically and
expeditiously complete the implemen-
tation of CARES.

VA’S PROGRAM RESPONSE
See discussion under OIG Challenge,
1B on page 146.

2B. ALTERNATIVE METHODS
FOR PATIENT CARE SUPPORT
SERVICES
VA’s transformation from an inpatient-
to an outpatient-based health care
system has significantly reduced the
need for certain patient care support
services such as food and laundry.  In
November 2000, GAO recommended
that VA conduct studies at all of its
food and laundry service locations to
identify and implement the most cost-
effective way to provide these services
at each location.  In August 2002, VA
issued a directive establishing policy
and responsibilities for its networks to
follow in implementing a competitive
sourcing analysis to compare the cost
of contracting and the cost of in-house
performance to determine who
should do the work.  VA needs to fol-
low through on its commitment to
ensure that the most cost-effective,
quality service options are applied
throughout its health care system and
to conduct system wide feasibility
assessments for consolidation and
competitive sourcing.

VA’S PROGRAM RESPONSE
Since the GAO recommendation was
made, VA has implemented an infra-
structure and plan to take advantage
of competitive sourcing opportuni-
ties.  VA established the Competitive
Sourcing and Management Analysis
Service (CSMAS) to lead activities
across VA.  OMB approved VA’s plan
to study 55,000 FTE across 19 ancil-
lary functions within VA, including
food and laundry service.  The
CSMAS established a Web-based
communication tool and a detailed
competitive sourcing handbook and
training course, and made various
other tools available across VA.  In
mid-2003, VA’s General Counsel (GC)
opined that 38 U.S.C. 8110(a)(5) pro-
hibited VA from doing cost compar-
isons with any personnel paid from
VA’s medical care accounts.  In
August 2003, after GC clarification of
the ruling, all competitive sourcing
studies in VHA were terminated.  VA
is now seeking remedies to the pro-
hibition through either a separate
appropriation or revision to title 38.
In the meantime, VA is examining
other alternatives that do not violate
the prohibition of title 38 while
potentially yielding cost savings that
would be obtained if VHA was per-
mitted to continue with competitive
sourcing studies.

2C. VETERANS’ EQUITABLE
RESOURCE ALLOCATION
(VERA)
In fiscal year 1997, VA began allocat-
ing most of its medical care appropri-
ations under the Veterans Equitable
Resource Allocation (VERA) system,
which aims to provide VA networks
comparable resources for compara-
ble workloads.  In response to rec-
ommendations GAO made in
February 2002 regarding VERA’s
case-mix categories and Priority 7
workload, VA said that further study
was needed to determine how and

whether to change VERA.  VA
announced in November 2002 that it
plans to make changes to VERA for
the 2003 fiscal year when VA’s appro-
priation is finalized.  Some of the
planned changes, if implemented,
could address recommendations
GAO made.  Delaying these improve-
ments to VERA means that VA will
continue to allocate funds in a man-
ner that does not align workload and
resources as well as it could.

VA’S PROGRAM RESPONSE
In 2003, VERA expanded from 3 to 10
price groups.  There are six (1
through 6) Basic Care price groups
and four (7 through 10) Complex
Care price groups.  This change is
consistent with the recommendations
in the 2002 GAO and RAND reports
and improves the equity of resource
allocation among networks.  This
change also modified the initial fund-
ing split between Basic Care and
Complex Care to reflect the current
base year cost experience rather than
continuing to use the fixed 1995 cost
split ratio.

Based on a careful assessment of all
policy options, the Secretary decided
to continue the past practice of
excluding nonservice-connected
Priority 7 Basic Care patients from
the VERA allocation model for 2003.
Although the inclusion of nonservice-
connected Priority 7 veterans in the
VERA Basic Care category would be a
step toward better aligning the VERA
allocation model with VA’s actual
enrollment experience, including
these veterans in the VERA model
would create financial incentives to
seek out more of these veterans
instead of those with service-connect-
ed disabilities, with incomes below
the current income threshold, or with
special needs (e.g., spinal cord
injury) -- veterans who comprise VA’s
core health care mission.
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2D. VA/DOD SHARING
In an effort to save federal health
care dollars, VA and DoD have
sought ways to work together to gain
efficiencies.  To ensure sharing occurs
to the fullest extent possible, VA
needs to continue to work with DoD
to address remaining barriers, as
GAO recommended in our 2000
report.  It is particularly critical that
VA take a long-term approach to
improving the VA/DoD sharing data-
base, which VA administers.
Currently, VA and DoD do not collect
data on the volume of services pro-
vided, the amount of reimburse-
ments collected, and the costs
avoided through the use of sharing
agreements.  Without a baseline of
activity or complete and accurate
data, VA and DoD, and the Congress,
cannot assess the progress of VA and
DoD sharing.

VA’S PROGRAM RESPONSE
Through the VA/DoD Executive
Council structure, the Departments
are institutionalizing sharing and col-
laboration through a joint strategic
planning process.  In April 2003, the
VA/DoD Joint Executive Council
approved a joint strategic plan to
improve the quality, efficiency, and
effectiveness of benefits and service
delivery.  Each of the six strategic
goals is accompanied by perform-
ance expectations, measurements,
and timelines.  To monitor and facili-
tate implementation of high-priority
joint projects, processes have been
or are being established for capital
asset planning, adoption of a nation-
al item (coding) file in logistics, con-
version of Distribution and Pricing
Agreements to VA Federal Supply
Schedules, implementation of inter-
operable electronic health records,
joint separation physicals and com-
pensation and pension examinations,
and expansion of joint Consolidated
Mail Outpatient Pharmacies.

VHA’s Medical Sharing Office and
Office of Information are discussing
how to collect data on the volume of
services provided to DoD and how to
integrate this data with reimburse-
ments collected.  The Office of
Information is analyzing possible
short- and long-term improvements
to the VA/DoD database to capture
the volume and types of service pro-
vided and tie these services to reim-
bursements collected. Recommenda-
tions for short-term improvements
are expected in several months and
will include modifications to existing
software.  Long-term improvements
must be integrated into planned
major changes that will modernize
VA’s current VISTA medical record
system, and are at least 2 years
away.  To improve the timeliness and
upgrade the current VA/DoD data-
base, the Medical Sharing Office has
dedicated an information technology
specialist whose primary responsibili-
ty is managing the database. 

The VHA Handbook, "VA-DoD Health
Care Resource Sharing" (1660.1-sec-
tion 7, "Reimbursements and Billing"
- soon-to-be revised), requires an
evaluation of costs in developing
agreements with DoD.  The Medical
Sharing Office believes that requiring
facilities to submit cost avoidance
data would be unnecessarily burden-
some for facilities and would act as a
disincentive to developing agree-
ments.  Several years ago, DoD
imposed a cost avoidance require-
ment and found that compliance was
sporadic and that frequently the
information provided was incom-
plete.  DoD’s requirement was elimi-
nated after a short period. 

As a small part of the VA/DoD
Sharing initiative, requirements have
been and will continue to be identi-
fied for joint contracting under the
pharmaceutical and medical/surgical

arenas.  The number of joint con-
tracts, pending procurements, esti-
mated award values, actual sales,
and cost avoidance will continue to
be reported periodically to the
appropriate VHA office.

The VA/DoD Health Executive
Council has made significant
progress with deploying the Federal
Health Information Exchange
nationwide; implementing a new
standardized national reimburse-
ment rate structure for VA/DoD
clinical sharing agreements; utiliza-
tion of VA’s Consolidated Mail
Outpatient Pharmacies at three
sites to provide refill prescriptions
for DoD military treatment facilities;
increased cooperation in facility
and capital asset planning, includ-
ing DoD representation in the
CARES process; and VA’s enhanced
role as a direct sharing partner 
in TRICARE.

Similarly, the VA/DoD Benefits
Executive Council is working on the
Benefits Delivery at Discharge initia-
tive that 1) assists separating service-
members in accessing their benefits
by providing information, education,
and claims assistance at the time of
discharge; 2) includes a single physi-
cal examination that meets the
requirements of both the military
separation exam and the VA com-
pensation and pension exam; and 3)
is based on interoperable informa-
tion systems to facilitate the
exchange of information and 
expedite claims processing.

2E. THIRD-PARTY
COLLECTIONS
VA’s third-party collections increased
in fiscal year 2001—reversing a trend
of declining collections—and again in
fiscal year 2002.  However, over the
past several years, GAO has reported
on persistent collections process
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weaknesses—such as lack of informa-
tion on patient insurance, inadequate
documentation of care, a shortage of
qualified billing coders, and insuffi-
cient automation—that have dimin-
ished VA’s collections.  VA has taken
several steps to improve its collec-
tions performance, including devel-
oping the Veterans Health
Administration Revenue Cycle
Improvement Plan in 2001, which
aims to address its long-standing col-
lections problems.  More recently, in
May 2002, VA created a Chief
Business Office that is planning addi-
tional initiatives to improve collec-
tions.  However, by the end of fiscal
year 2002, VA was still working to
implement proposed initiatives for
resolving its long-standing collection
problems.  To ensure it maximizes its
third-party collections, VA will need
to be vigilant in implementing its
plan and initiatives.

VA’S PROGRAM RESPONSE
In 2003, VHA implemented perform-
ance measures for the revenue pro-
gram including collections, gross days
revenue outstanding, days to bill, and
accounts receivable greater than 90
days.  VISNs and medical centers are
encouraged to utilize existing con-
tracts to outsource Accounts
Receivable follow-up.  The electronic
data interchange for insurance claims
has expedited this process by reduc-
ing pay receipt times from health
plans that accept electronic claims.
Employee training programs on the
core revenue business processes
have been developed to increase
awareness of the revenue process.
By October 2003, a denial manage-
ment capability at VISN and facility
levels will require establishment of
audit-appeal business processes and
claims development quality controls.
At the same time, we will be issuing
policies related to mandated pre-cer-
tification, continued stay review, and

procedural authorization for all
health-insured veterans consistent
with payer requirements, as well as
standardizing the utilization review
procedures at every facility.

Planned for 2004 are projects to
improve the medical care collection
fund processes and include the
development of an insurance lockbox
for processing electronic transactions;
implementation of software to quick-
en the electronic transmission of
claims, allowing for faster payment
and increased billing productivity;
and the completion of a joint VA and
Centers for Medicare/Medicaid
Services project in November 2003.
This joint project will enable VA to
provide Medicare supplemental pay-
ers with Medicare deductible and
coinsurance amounts used to deter-
mine reimbursements to VA for
health care provided to veterans.
The redesigned VHA enrollment
database will be deployed during
December 2003.  It will help ensure
that consistent and reliable demo-
graphic and eligibility data are
shared across VHA.  We are actively
pursing enhanced VHA/VBA data
sharing with an initial focus on
expanded access to veterans’ service-
connected disability rating informa-
tion.  An initiative that will automate
the identification and verification of
health insurance benefits is being
implemented in September 2003.

Looking beyond 2004, VHA is plan-
ning to implement several software
upgrades to add new functionality
to the billing processes.  For exam-
ple, a Patient Financial Services
System project will implement a
commercial off-the-shelf health care
billing and accounts software system
that will replace the VistA Integrated
Billing and Accounts Receivable
applications.  VHA will continue
working closely with the

Department’s CIO to ensure that all
new technological developments are
compatible with VA’s technology and
processing environment. 

GAO3. PREPARE FOR
BIOLOGICAL AND CHEMICAL
ACTS OF TERRORISM
Following the attacks of September
11, 2001, VA determined that it need-
ed to stockpile pharmaceuticals and
improve its decontamination and
security capabilities.  VA also has new
responsibilities to establish four med-
ical emergency preparedness centers
and carry out other activities to pre-
pare for potential terrorist attacks.

VA’S PROGRAM RESPONSE
VHA has progressed significantly in
the areas of establishing VAMC-
based pharmaceutical caches and
in essential decontamination train-
ing and equipment for VAMC facili-
ties and personnel.  Both are
becoming integral components of
VHA’s comprehensive emergency
management system. 

The four proposed Medical
Emergency Preparedness Centers
would build on VA’s expertise in
health care, infectious disease,
nuclear medicine, education,
research, patient and staff health
and safety, and other areas vital to
emergency preparedness.  The cen-
ters would enhance the readiness in
the event of terrorist acts posing
threats to public health and safety.
The final language enacted by
Congress did not support funding of
the four centers.  Thus, VA’s appro-
priations act specifically prohibits
any funds provided for 2003 from
being spent on these centers.  VA
continues to work with other agen-
cies such as the Departments of
Defense, Health and Human
Services, and Homeland Security in
the emergency preparedness role. 
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VA’s Office of Policy, Planning, and
Preparedness developed criteria for
identifying VA's critical infrastructure,
a 12-threat scenario risk matrix, and
a detailed inspection checklist.  The
prototypes were delivered in October
2002.  By the summer of 2004, 14
full assessments of VA's most critical
facilities and preliminary assessments
of an additional 100 highly critical
facilities will be completed. 

An electronic database is being
developed that will capture vulnera-
bility assessment data and link it with
existing VA space and building data-
bases as well as law enforcement
databases.  It will be operable by the
end of 2003.  This system will be
delivered to VA as a turnkey opera-
tion to coincide with the completion
of the vulnerability assessments per-
formed in the project described
above.  A separate project to assess
the Department's ability to secure or
reconstitute its essential business
papers is scheduled for completion in
October 2003.

VA is also studying the preparedness
of VA personnel during and after a
catastrophic event, determining if the
Department has a sufficient number
of personnel with the requisite skills
for rapid deployment in the event of
an emergency, and reviewing the
standards for evacuation and/or shel-
ter-in-place activities.  The study is
also evaluating practices regarding
security clearance and treatment of
foreign nationals.  Additionally, a
review of employee personnel files
will be completed in November 2003
determining if there is sufficient
information available in case of grave
emergency or death of employees. 

In December 2003, a review of
selected VA emergency preparedness
planning documents will be complet-
ed.  This review is being conducted

for relevancy, currency, and the
degree to which all pertinent plan-
ning considerations have been
addressed.  This review is being
undertaken in a context of existing
operational standards and best prac-
tices for developing emergency pre-
paredness planning, including
responding to acts of terrorism. 

GAO4. IMPROVE VETERANS’
DISABILITY PROGRAM
VA acted to improve its timeliness
and quality of claims processing, but
is far from achieving its goals.  Of
greater concern are VA’s outmoded
criteria for determining disability and
its capacity to handle the increasing
number and complexity of claims.
VA will need to seek solutions to pro-
vide meaningful and timely support
to veterans with disabilities.  While
the Department is taking actions to
address these problems in the short
term, longer-term solutions may
require more fundamental changes
to the program including those that
require legislative actions.  For these
reasons, GAO has added VA’s disabil-
ity benefits program, along with
other federal disability programs, to
the 2003 high-risk list. 

The Secretary has made the improve-
ment of claims processing perform-
ance one of VA’s top management
priorities, setting a 100-day goal for
VA to make accurate decisions on
rating-related compensation and
pension claims, and a reduction in
the rating-related inventory to about
250,000 claims by the end of fiscal
year 2003.  While VA has made some
progress in improving production
and reducing inventory, it is far from
achieving the Secretary’s goals.
Improving timeliness, both in the
short and long term, requires more
than just increasing production and
reducing inventory.  VA must also
continue addressing delays in obtain-

ing evidence to support claims,
ensuring that it has experienced staff
for the long term, and implementing
information systems to help improve
productivity.

To help improve decision accuracy
and consistency across regional
offices, VA established the Training
and Performance Support System
(TPSS), a computer-assisted system
designed to provide standardized
training for staff at all regional
offices.  However, many of the
modules were not available to help
train the new claims processing
staff VA hired during fiscal years
2001 and 2002, and, in May 2001,
GAO reported that VA had pushed
back its completion of all TPSS
modules until sometime in 2004.
Until VA completes TPSS implemen-
tation, it will not be able to evaluate
the program’s impact on claims
processing accuracy and consisten-
cy.  More recently, GAO recom-
mended in August 2002 that VA
establish a system to regularly
assess and measure the degree of
consistency across all levels of VA
claims adjudication and to improve
the quality of decisions made by
VA’s Board of Veterans’ Appeals.

Of greater concern is VA’s use of out-
moded criteria for determining dis-
ability.  In 1997, GAO reported that
VA’s disability rating schedule is still
primarily based on physicians’ and
lawyers’ judgments made in 1945
about the effect service-connected
conditions had on the average indi-
vidual’s ability to perform jobs
requiring manual or physical labor. 

More recently, GAO reported that the
criteria used by VA and other federal
programs to determine disability
have not been fully updated to reflect
medical and technological advances
and have not incorporated labor
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VA continues to address delays in
obtaining evidence to support claims,
ensuring that it has experienced staff
for the long-term, and implementing
information systems to help improve
productivity.  Extensive progress
between VA and DoD sharing efforts
are underway that will reduce the
time and resources it takes to
process claims.  We are working with
DoD to develop a medical examina-
tion protocol that would satisfy
requirements for a proper discharge
exam as well as a comprehensive
C&P examination.  In addition, we
are collaborating with DoD’s Joint
Requirements and Integration Office
to obtain limited access to active-duty
personnel data maintained in the
Defense Integrated Military Human
Resources System database.  VA also
continues to electronically request
and receive imaged records from the
Army, Navy, and Marine Corps
through an interface between the

Personnel Information Exchange
System and the Defense Personnel
Records Imaging System.
Approximately 2,700 requests for
records are processed through this
interface each month, which expe-
dites the evidence-gathering portion
of claims processing improving VA’s
timeliness by 3 to 6 months. 

Succession planning and maintain-
ing a well-trained workforce are of
utmost importance.  VBA was
pleased with GAO’s final report,
Better Collection and Analysis of
Attrition Data Needed to Enhance
Workforce Planning (GAO-03-491)
and concurred with GAO’s recom-
mendation that will help VBA
ensure it has experienced staff for
the long term.  Beginning in July
2003, VBA implemented an exit
interview survey process to capture
data regarding employee turnover.
Data analysis will be conducted cen-

trally and will include a review of
overall attrition and stratification by
grade and/or tenure.  At a later
time, training on retention will be
offered to human resources staff in
the field.  In addition, VBA recently
completed its initial workforce plan,
which analyzed workforce needs
and trends, including retirement
and non-retirement losses in the
aggregate and by key occupations. 

VBA did not concur with GAO’s con-
tention that the criterion for deter-
mining disability is outmoded.  The
Schedule for Rating Disabilities that
VA uses is continuously reviewed and
revised based upon medical
advances.  Among the changes to the
schedule is the replacement of fixed
convalescence periods with periods
based upon medical evidence in the
individual veteran’s claim.  An exam-
ple of this is the convalescence peri-
od for most cancers that has been

market changes.  GAO recommend-
ed that VA use its annual perform-
ance plan to delineate strategies for
and progress in periodically updating
its disability criteria.  GAO also rec-
ommended that VA study and report
to the Congress the effect that a com-
prehensive consideration of medical
treatment and assistive technologies
would have on VA disability pro-
grams’ eligibility criteria and benefit

package.  VA did not concur with our
recommendations.  The Secretary of
Veterans Affairs stated that the cur-
rent medically based criteria are an
equitable method for determining
disability and that VA is in the
process of updating its criteria to
account for advances in medicine.
However, GAO believes that until VA
aligns its disability criteria with med-
ical and technological advances and

holds itself accountable for ensuring
that disability ratings are based on
current information, future decisions
affecting its disability program will
not be adequately informed.  This
fundamental problem and sustained
challenges in processing disability
claims put the VA disability program
at high risk of poor performance. 
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VA’S PROGRAM RESPONSE
VBA continues to improve the quality, timeliness, and consistency of claims processing decisions:

As of 9/30/2002 As of 9/30/2003
Completed rating actions 797,000 827,194
Rating claims pending 345,516 253,597
% claims pending >180 days 35.3% 18.5%
% of rating accuracy 81% 85.3%
% of authorization accuracy 80% 87%



shortened from 1 year to, in most
cases, 6 months. 

We believe that GAO’s recommenda-
tion does not take full consideration
of the fact that the rating schedule
evaluation scheme is not based sole-
ly on occupational considerations
and their impacts on earnings.  The
study of the President’s Commission
on Veterans’ Pensions (the Bradley
Commission), referenced by GAO in
its 1997 report, concluded that the
basic purpose of disability compen-
sation for VA was not to strictly
adhere to the basic standard of
assigning percentages based on aver-
age impairment of earning capacity.
Furthermore, VA’s standard has been
primarily a physical disability stan-
dard that also takes into considera-
tion pain, suffering, disfigurement,
and social inconvenience.  It should
be noted that in developing rating
schedule changes, we do consult
and/or receive comments from pro-
fessional and advocacy groups con-
cerned with issues related to the
change currently being recommend-
ed.  Court decisions also play a role
in the development of the schedule.

VA will initiate an evaluation of the
disability compensation program in
2004.  The evaluation will examine
whether the program improves the
quality of life of veterans and is more
than an income replacement pro-
gram.  The evaluation would com-
pare the income of disabled veterans
who receive compensation with
those who do not.  The evaluation
will encompass the full array of fed-
eral benefit programs that are avail-
able to disabled veterans with
emphasis on VA health care; VA
vocational rehabilitation, education,
and pension programs; and other
programs such as Social Security and
Medicare.  Research questions and
outcome measures will be developed

that address concerns about the cur-
rent disability rating scale and the
impact a service-connected disability
has on a veteran’s earnings potential
and quality of life.  The evaluation
team will also examine advances in
medical treatment and the use of
support technology.  While the study
will require approximately 36 months
to complete, periodic interim reports
will ensure that the most current
information is made available to the
Secretary for decisions affecting the
disability compensation program.

GAO5. DEVELOP SOUND
DEPARTMENTWIDE
MANAGEMENT STRATEGIES
TO BUILD A HIGH-
PERFORMING
ORGANIZATION
Since 1997, VA has spent about $1
billion annually on its information
technology.  VA has established exec-
utive support and is making strides in
developing an integrated
Departmentwide enterprise architec-
ture.  To safeguard financial, health
care, and benefits payment informa-
tion and produce reliable perform-
ance and workload data, VA must
sustain its commitment.

5A. LINK BUDGETING AND
PLANNING
Establishing a close link between
budgeting and planning is essential
to instilling a greater focus on results.
While VA’s health care budget formu-
lation and planning processes are
centrally managed, they are not
closely linked.  VA’s annual perform-
ance plan describes the Department’s
goals, strategies, and performance
measures.  However, the relationship
between its performance plan and its
health care budget formulation is
unclear. 

VA officials noted that steps are being
taken to better integrate their health

care budget formulation and plan-
ning processes.  However, VA contin-
ues to face challenges in further
integrating these processes and in
defining areas for improvement.

VA’S PROGRAM RESPONSE
VA has made a number of advance-
ments toward integrating budget and
performance.  Ongoing Monthly
Performance Review meetings involv-
ing VA senior leadership have creat-
ed a continuous review of program
performance in the areas of financial
management, performance measure-
ment, workload, and major construc-
tion, and information technology
projects.  The purpose of this regular-
ly scheduled meeting, chaired by the
Deputy Secretary, is to inform while
identifying issues through a detailed
review of Department resources.
Because all programs are represent-
ed at this meeting, the resulting man-
agement decisions are immediately
communicated and incorporated to
maximize resource utilization.  As of
2003, VA completed Program
Assessment Rating Tool reviews on 5
of 9 programs in collaboration with
OMB.  This information will be incor-
porated in subsequent budget
requests and will address areas that
need performance improvement and
describe how resources relate to pro-
gram effectiveness.  Two VA pro-
grams are participating in Common
Measures exercises: Medical Care
and Vocational Rehabilitation and
Employment (VR&E).  Common
measures are meant to evaluate the
effectiveness of government pro-
grams that have similar goals.  The
Veterans Health Administration is
working with the Department of
Defense, Indian Health Service, and
Community Health Centers programs
to quantify the resources spent on
direct federal health care programs.
VR&E is developing measures with
the Departments of Labor, Housing
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and Urban Development, Education,
and Interior to evaluate the effective-
ness of federal employment pro-
grams.  With the 2005 budget, VA is
providing a more complete picture of
our resource needs by better inte-
grating legislative proposals with the
budget request. 

VA is submitting its 2005 budget
using the same account structure
proposed in the 2004 budget.  The
structure focuses on nine major pro-
grams — medical care, research,
compensation, pension, education,
housing, vocational rehabilitation and
employment, insurance, and burial.
The 2004 budget is pending congres-
sional action.  The Administration is
negotiating with Congress on what
features of the proposed account
structure will be implemented.

5B. INFORMATION
TECHNOLOGY CHALLENGES
Over the past 2 years, VA’s commit-
ment to addressing critical weakness-
es in the Department’s IT
management has been evident.
Nonetheless, challenges to improve
key areas of IT performance remain.
Specifically, VA’s success in develop-
ing, implementing, and using a com-
plete and enforceable enterprise
architecture hinges upon continued
attention to putting in place a sound
program management structure.  In
addition, VA’s computer security
management program requires fur-
ther actions to ensure that the
Department can protect its computer
systems, networks, and sensitive
health and benefits data from 
vulnerabilities and risks.

VA is also challenged to develop an
effective IT strategy for sharing infor-
mation on patients who are both VA
and DoD beneficiaries or who seek
care from DoD under a VA/DoD
sharing agreement.  The lack of com-

plete, accurate, and accessible data is
particularly problematic for veterans
who are prescribed drugs under both
systems.  While each department has
established safeguards to mitigate
the risk of medication errors, these
safeguards are not necessarily effec-
tive in a shared environment—in part
because VA’s and DoD’s IT systems
are separate.  Consequently, DoD
providers and pharmacists cannot
electronically access health informa-
tion captured in VA’s system to aid in
making medication decisions for vet-
erans, nor can they take advantage
of electronic safeguards such as com-
puterized checks for drug allergies
and interactions.

VA’S PROGRAM RESPONSE
In June 2003, the VA CIO signed and
published the "VA Enterprise
Architecture Program Management
Plan." It defines the processes and
approach that allow the One VA
Enterprise Architecture to be integrat-
ed with the VA capital planning,
budgeting, and project management
oversight processes.  The plan serves
as the mechanism for formalizing the
execution of the One VA Enterprise
Architecture Management Program
as a change agent and continuous
improvement process, aligning inte-
grated technology solutions with the
business needs of the Department.

The Office of Cyber and Information
Security (OCIS) is charged with
implementation and oversight of the
Department IT Security Program and
is developing policies, procedures,
and practices that ensure the protec-
tion of VA information systems.  In
accordance with a GAO recommen-
dation to further identify risks and
associated vulnerabilities, OCIS is
establishing an IT risk management
capability for the Department.  This
capability will include a central risk
management focal point in OCIS; a

program for promoting awareness of
risk-related IT security issues; and
identification and implementation of
practical risk assessment procedures
and tools that link security policies to
business needs.  Additionally, the
OCIS risk focal point will assist busi-
ness managers in conducting risk
assessments; establish risk manage-
ment policies and procedures; and
continually monitor and evaluate the
effectiveness of these activities, there-
by ensuring the timely identification
and effective mitigation of risks asso-
ciated with emerging vulnerabilities.

Additionally, OCIS has enhanced the
capabilities of a key technical project
targeted toward identification of vul-
nerabilities and mitigation of risk.
This program, the Enterprise Cyber
Security Infrastructure Project
(ECSIP), merges VA’s actions to
implement a Departmentwide intru-
sion detection system (IDS) and, con-
currently, upgrade external
connections.  ECSIP activities will sys-
tematically collapse the more than
200 existing Internet gateways and
other external network connections
in VA into a more manageable num-
ber and efficient structure.
Concurrent with this effort,
Departmentwide IDS capability will
be incrementally deployed on a
strategic basis to provide significantly
increased security protections for the
remaining gateways. 

To enhance VA’s ability to protect its
information systems, OCIS revised
the ECSIP schedule to provide more
rapid deployment of IDS technology
throughout the Department.
Additionally, concurrent with the IDS
effort, the capabilities of the existing
VA Central Incident Response
Capability will be expanded to
include establishment of a Network
and Security Operations Center that
will provide real-time technical mon-
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itoring of VA’s internal network, ana-
lytical incident support, and informa-
tion sharing capabilities regarding
emerging threats and vulnerabilities
with appropriate public and private
organizations.  These combined
activities will enhance capabilities to
protect sensitive VA information sys-
tems and data from existing and
emerging vulnerabilities, thereby
mitigating risk.  

VA is closely collaborating with DoD
on a strategy to improve sharing of
complete and accurate electronic
medical information.  The VA/DoD
Joint Executive Council and VA/DoD
Health Executive Council have
approved the adoption of the joint
VA/DoD electronic health records
plan -- HealthePeople (federal).  This
plan provides the exchange of health
data and development of a common
health information infrastructure and
architecture supported by common
data, communications, security and
software standards, and high per-
formance health information sys-
tems.  The plan will directly address
and mitigate risks of medication
errors, drug allergies, and adverse
drug reactions.  It also includes the
Federal Health Information Exchange,
which will provide VA historical data
on separated and retired military
personnel from the DoD’s Composite
Health Care System.  VA and DoD are
also developing interoperable (and
bi-directional) data repositories,
which will provide real-time health
data on veterans who receive care
from both systems.

5C. FINANCIAL
MANAGEMENT MATERIAL
WEAKNESSES
In December 2002, VA’s independent
auditor issued an unqualified audit
opinion on VA’s consolidated finan-
cial statements for fiscal years 2002
and 2001.  However, the unqualified

opinion was achieved, for the most
part, through extensive efforts of
both program and financial manage-
ment staff and the auditors to over-
come material internal control
weaknesses to produce auditable
information after year-end.  The
auditor reported two long-standing
systems and control problems that
remain unresolved.  In addition, VA’s
accounting systems—similar to those
of most major agencies—did not
comply substantially with Federal
Financial Management
Improvement Act (FFMIA) require-
ments.  These weaknesses continue
to make VA’s program and financial
data vulnerable to error and fraud
and limit the Department’s ability to
monitor programs through timely
internal financial reports throughout
the fiscal year.

VA has demonstrated management
commitment to addressing material
internal control weaknesses previously
reported, and has made significant
improvements in financial manage-
ment.  For example, in February 2001,
the auditor reported that VA had
improved on its reporting and recon-
ciling of fund balances with Treasury—
removing this as a material weakness.
VA also continued to make progress in
implementing recommendations from
our March 1999 report that resulted in
improved control and accountability
over VA’s direct loan and loan sale
activities and compliance with credit
reform requirements.

However, during its audit of VA’s fis-
cal year 2002 financial statements,
the auditor reported that two previ-
ously reported material weaknesses
still exist in the areas of information
systems security and financial man-
agement system integration. 

Departmentwide weaknesses in secu-
rity controls over automated data

processing continue to make VA’s
sensitive financial and veteran med-
ical and benefit information at risk of
inadvertent or deliberate misuse or
fraudulent use.

Material weaknesses continue to
hamper timely completion of finan-
cial statements.  Specifically, VA con-
tinues to have difficulty related to the
preparation, processing, and analysis
of financial information to support
the efficient and effective preparation
of its financial statements. 

VA’S PROGRAM RESPONSE
VA’s Office of Information and
Technology has developed and moni-
tors a Departmentwide information
technology security controls plan that
details actions through March 2005
to correct identified risks of inadver-
tent or deliberate misuse or fraudu-
lent use of data.

The Department continues to move
toward implementing CoreFLS, an
integrated commercial off-the-shelf
software financial and logistics sys-
tem solution.  Deployment of
CoreFLS represents a major step in
VA’s effort to implement a centralized
system where policies, processes,
procedures, and data classification
rules are consistently applied.  The
CoreFLS system will be the basis for
a more comprehensive solution
across all VA systems.  CoreFLS will
assist VA by addressing internal con-
trols and financial reporting deficien-
cies in many significant ways and
provide the following features/capa-
bilities to support VA’s obtaining an
unqualified audit opinion:

• Integration of many disparate
systems into a single system to
improve the Department’s ability
to track, reconcile, and report VA-
wide financial and logistics activi-
ties automatically.
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• Improved management of finan-
cial and logistical activities as
"One VA" by streamlining opera-
tions, standardizing best prac-
tices, and providing timely
information for management
decisions.

• Better alignment of resources
with program activities, tracking
of program performance against
full cost, improved automated
reconciliation, and improved ad
hoc analytical tools.

CoreFLS will greatly simplify the
process of generating VA’s consoli-
dated financial statements by com-
bining the financial activities of all VA
administrations and reporting them
from a single system of records.
CoreFLS will also provide the capabil-
ity to reopen closed periods in a con-
trolled manner (or perform multiple
preliminary year-end closings) so
that revised financial statements can
be prepared.  Further, CoreFLS will
reduce manual compilations and
streamline extraneous processes,
thus reducing vulnerability to error
and fraud.

GAO6. FEDERAL REAL
PROPERTY: A HIGH RISK
AREA
There is a need for a comprehensive
and integrated real property transfor-
mation strategy that could identify
how best to realign and rationalize
federal real property and dispose of
unneeded assets; address significant
real property repair and restoration
needs; develop reliable, useful real
property data; resolve the problem
of heavy reliance on costly leasing;
and minimize the impact of terrorism
on real property.

VA has struggled to respond to asset
realignment challenges due to its
mission shift to outpatient, communi-
ty-based services.  GAO reported in

1999 that VA had 5 million square
feet of vacant space and that utiliza-
tion will continue to decline.  VA has
recognized that it has excess capacity
and has an effort under way known
as the Capital Asset Realignment for
Enhanced Services (CARES) that is
intended to address this issue.  VA’s
environment contains a diverse
group of competing stakeholders
who could oppose realignment plans
that they feel are not in their best
interests, even when such changes
would benefit veterans.

Improvements in capital planning are
needed.  For example, GAO reported
in 1999 that VA’s capital asset deci-
sion-making process appeared to be
driven more by the availability of
resources within VA’s different appro-
priations than by the overall sound-
ness of investments.  This resulted in
VA spending millions more on leas-
ing property instead of ownership
because funds were more readily
available in the appropriation that
funds leases than in the construction
appropriation.  

In recent years, VA has also devel-
oped legislative proposals to estab-
lish a capital asset fund, which
would, among other things, be
aimed at improving its capability to
dispose of unneeded real property
by helping to fund related costs such
as demolition, environmental
cleanup, and repairs.

VA’S PROGRAM RESPONSE
VA concurs with GAO’s recommenda-
tion.  The Secretary has taken steps
to significantly improve the
Department’s management of capital
assets, including the establishment of
the Office of Asset Enterprise
Management (OAEM) in 2001.
OAEM promotes capital program-
ming strategies including the devel-
opment of integrated approaches to

transform underutilized or unneeded
capital assets from liabilities to
potential capital resources through
the use of existing authorities
(enhanced use leasing and enhanced
sharing) and legislative and policy
changes when necessary.  

VA is committed to a comprehensive,
corporate-level approach to capital
asset management to more closely
link asset decisions with its strategic
goals, elevate awareness of assets,
and employ performance manage-
ment techniques to monitor asset
performance on a regular basis.  At
the core of VA’s capital asset business
strategy is value management – striv-
ing to return value to VA’s business
and managing existing value for
greater return.  

VA is conducting a comprehensive
planning process, Capital Asset
Realignment for Enhanced Services
(CARES), to align capital assets to
meet veterans' future needs for
accessible, quality health care.
Preliminary recommendations indi-
cate that VA’s enhanced-use lease
authority will play a major role in
the realignment of VHA’s capital
assets by transforming underutilized
space from a liability to an impor-
tant component of the VA’s overall
capital portfolio.

Each year VA re-evaluates the capital
investment methodology and plan-
ning process and adapts capital
strategies to ensure alignment with
the administration’s management
agenda, and strategic plan, goals
and objectives.

In 2003, VA continued to develop a
Capital Asset Management System
(CAMS) that functions as a portfolio
management tool for all of its signifi-
cant capital assets.  CAMS will be
structured to extract valid, reliable,
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useful, real property data from exist-
ing corporate data systems.  Each sig-
nificant investment will be tracked
through its entire lifecycle from for-
mulation, execution, steady state,
and disposal.  Investment protocols
and standards are being developed
to provide guidelines for each major
phase or milestone in the life cycle of
a capital asset decision.  These assets
will be monitored and evaluated
against a set of performance meas-
ures (including capital assets that are
underutilized and/or vacant) and
capital goals to maximize highest
return on the dollar to support veter-
an needs.  The following portfolio
metrics have been established:
• Decrease operational costs;
• Reduce energy utilization;
• Decrease underutilized capacity;

• Increase intra/inter-agency and
community-based sharing;

• Increase revenue opportunities;
• Maximize highest and best use;
• Safeguard assets

In 2004, VA requested authority to
restructure its appropriations in
order to bring them more in line with
the Departments business lines.  The
accounts were also restructured to
allow VA officials more flexibility and
accountability when acquiring capital
assets.  This includes basing leasing
versus construction decisions on
sound business principles instead of
funding availability. 

For 2004, VA again introduced legis-
lation that would allow the
Department to dispose of, sell, 

transfer and/or exchange excess
properties and retain the proceeds
by establishing a Capital Asset Fund.
This latter incentive will allow VA to
better manage its underutilized or
excess real property by improving its
capability to dispose of unneeded
property.  Funds may also be used
to pay for related significant costs
such as environmental clean up and
demolition.  A majority of the pro-
ceeds received will be used to fund
CARES capital needs.  The improve-
ments to VA’s infrastructure will also
allow dollars currently being spent
on maintenance and operations to
be diverted to enhance veterans’
health care delivery.
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1. Heritage Assets

Heritage assets are properties that possess one or more of the following characteristics: historical or natural significance;
cultural; educational or aesthetic value or significant architectural characteristics. The monetary value of heritage assets is often
not estimable or relevant. By nature they are expected to be maintained in perpetuity.

VA has properties at medical centers and national cemeteries that meet the criteria for a heritage asset. During the reporting
period, all maintenance expenses were recorded as incurred. Heritage assets are reported in terms of physical units. Generally,
additions to VA's Heritage Asset inventory result from field station surveys, which identify items such as new collections or
newly designated assets. Items are generally donated or existing VA assets designated as heritage. Most heritage assets are
used for mission purpose and maintained in working order. Remaining items are mothballed. 

Required Supplementary
Stewardship Information
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2. Non-Federal Physical Property

The VA Extended Care Facilities Grant Program assists states in acquiring facilities to provide domiciliary or nursing home care
to veterans, and to expand, remodel, or alter existing buildings to provide domiciliary, nursing home, or hospital care to 
veterans in state homes. Currently, these grants may not exceed 65 percent of the total project cost.

VA’s State Cemetery Grants Program is authorized to pay up to 100 percent of the cost of constructing and equipping state 
veterans cemeteries. States provide the land and agree to operate the cemeteries. 
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3. Human Capital

Investment in human capital comprises those expenses for education and training programs for the general public that are
intended to increase or maintain national economic productive capacity. It does not include expenses for internal Federal edu-
cation and training of civilian employees. Educational programs assist active duty and reservist veterans, eligible under the
MGIB or the Veterans Educational Assistance Program, as well as dependents of veterans who died of service-connected dis-
abilities or whose service-connected disabilities were rated permanent and total. The Vocational Rehabilitation Program pro-
vides veterans, having a 10 percent or greater service-connected disability rating with evaluation services, counseling, and
training necessary to assist them in becoming employable and maintaining employment to the extent possible.

4. Health Professions Education

Title 38 U.S.C. mandates that VA assist in the training of health professionals for its own needs and for those of the Nation. By
means of its partnerships with affiliated academic institutions, VA conducts the largest education and training effort for health
professionals in the Nation. Each year, approximately 80,000 medical and other students receive some or all of their clinical
training in VA facilities through affiliations with over 1,200 educational institutions including 107 medical schools. Many of these
trainees have their health professional degrees and contribute substantially to VA's ability to deliver cost-effective and high-
quality patient care during their advanced clinical training at VA.
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5. Research and Development 

Investments in research and development (R&D) comprise those expenses for basic research, applied research, and development
that are intended to increase or maintain national economic productive capacity or yield other benefits. For FY 2003, VA's R&D
general goal related to stewardship was to ensure that VA medical research programs met the needs of the veteran population
and contributed to the Nation’s knowledge about disease and disability. Target levels were established for the: (1) percent of
funded research projects relevant to VA's health-care mission in designated research areas and (2) number of research and
development projects. Strategies were developed in order to ensure that performance targets would be achieved. In addition,
VHA researchers received grants from the National Institutes of Health in the amount of $391 million and $265 million in other
grants during FY 2003. These grants were given directly to the researchers and are not considered part of the VA entity. They are
being disclosed here as Required Supplementary Stewardship Information, but are not accounted for in the financial statements.



Required Supplementary
Information
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1. Deferred Maintenance

Deferred maintenance is classified as not performed when it should have been or as scheduled but delayed to a future period.
It is VA policy to ensure that medical equipment and critical facility equipment systems are maintained and managed in a safe
and effective manner; therefore, deferred maintenance is not applicable to them.

VA facilities reported their cost estimates for deferred maintenance by utilizing either the Condition Assessment Survey or the
Total Life-Cycle Cost Method.

Balances with Other Federal Entities
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2. Enterprise
Fund Services

VA was approved by OMB in May
1996 as one of six pilot franchise
fund agencies operating within the
Executive Branch of Government.
VA’s Franchise Fund was established
as a revolving fund and began opera-
tions in FY 1997. By law, the business
lines within the Fund can only sell to
Federal entities. 

The VA Franchise Fund supports
VA's mission by supplying common
administrative services to both VA
and other federal entities at com-
petitive prices. Most of our cus-

tomers come from within VA, which
accounted for 86 percent of our FY
2003 revenue. VHA is the largest
customer of five of the six VA
Enterprise Centers (Austin
Automation Center, Financial
Services Center, Law Enforcement
Training Center, Security and
Investigations Center and VA
Records Center and Vault), and VBA
is the largest customer for the Debt
Management Center.

The Fund accounts for its funds in six
lines of business (VA Enterprise
Centers) and one administrative
organization. A brief description of
each center is listed below:

Austin Automation Center
(AAC)
Located in Austin, TX, the AAC pro-
vides comprehensive e-government
solutions to match the critical needs
of VA and other Federal agency cus-
tomers, from managing data to
automating business processes. The
AAC supports over 100 customer
applications that provide mission-crit-
ical data for financial management,
payroll, human resources, logistics,
medical records, eligibility benefits
and supply functions. In addition, the
AAC offers a full complement of
technical solutions (platform-hosting,
acquisition services, application man-
agement, total information assur-
ance, customer business continuity,
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configuration management, and data
conversion and data interfacing) to
best meet customer’s varied informa-
tion technology projects.

Debt Management Center
(DMC)
Located in St. Paul, MN, the DMC is a
centralized facility that provides
direct collection of delinquent con-
sumer debt owed to VA. The DMC
also provides administrative support
for a local Cooperative Administrative
Support Unit.  

Financial Services Center
(FSC)
Located in Austin, TX, the FSC provides
a full-range of financial services for VA
and other Federal agencies including
financial reports and accounting,
invoice payments, credit card pay-
ments, discount subsistence purchas-
es, payroll processing, travel payment
processing, electronic commerce/elec-
tronic data interchange, automated
document management, audit recov-
ery, consulting, and training.

Law Enforcement Training
Center (LETC) 
Located in Little Rock, AR, the LETC
provides special training for police
officers working in a health care or
service-oriented environment.
Emphasizing training in medical cen-
ter patient situations, the LETC is
available to approximately 2,400 law
enforcement personnel working at
VHA health care facilities and to

Federal law enforcement profession-
als at other Federal agencies. 

VA Records Center and Vault
(VA RC&V)
Located in the Midwest, the VA RC&V
provides records storage, protection,
and retrieval services for official
Federal records. The facility has been
certified by the NARA to operate as
an agency records center, approved
by the Defense Logistics Agency to
store classified material, and certified
by the Department of Energy to store
restricted records.

Security and Investigations
Center (S&IC) 
Located in Washington, DC, the S&IC
provides quality and timely back-
ground investigations and adjudica-
tions for employees and contractors
in sensitive positions for all VA enti-
ties nationwide. The S&IC also issues
and manages employee identification
badges and provides fingerprint pro-
cessing for VA employees and other
Federal customers in the
Washington, DC area.

Enterprise Fund Office (EFO)
The VA Enterprise Centers are sup-
ported by the EFO, which is responsi-
ble for the overall fund operations
including administering the financial
resources of the fund, coordinating
all business activities, and serving as
the liaison between the Enterprise
Centers, their customers, and the
Board of Directors.

Its services allow VA and other gov-
ernment agency customers to con-
serve their budgetary resources
through new innovative methods
and/or efficiencies of scale with the
same or lower unit costs, while
improving the quality of services pro-
vided. As the Fund successfully mar-
kets its services to other Federal
agencies, programs in those agencies
will derive similar benefits. 

For more information, visit the VA
Enterprise Centers online at
www.va.gov/fund.

3. Supply Fund
Services

Supply Fund functions include con-
tracting for medical supplies, equip-
ment and services; stocking,
repairing, and distributing supplies,
medical equipment, and devices;
providing forms, publications, and a
full range of printing and reproduc-
tion services; training VA medical
acquisition, supply, processing, and
distribution personnel; and increas-
ing small and disadvantaged busi-
ness participation in VA contracts.
The two largest customers for the
Supply Fund are VA and DoD, but
the Fund also has significant sales
to other Federal agencies including
the Department of Health and
Human Services.
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Percent of veterans discharged from a Domiciliary
Care for Homeless Veterans (DCHV) Program or
Health Care for Homeless Veterans (HCHV)
Community-based Contract Residential Care
Program to an independent or a secured institu-
tional living arrangement.

Compensation and Pension:  Rating-related actions
- average days to process

Compensation and Pension:  Rating-related actions
- average days pending

Compensation and Pension:  National accuracy
rate (core rating work)

VA administers three special programs for home-
less veterans: Domiciliary Care for Homeless
Veterans (DCHV), Community Health Care for
Homeless Veterans (HCHV) and the Grant Per
Diem Program.  These programs provide outreach,
psychosocial assessments, referrals, residential
treatments, and follow-up case management to
homeless veterans.  The numerator is the number
of veterans who are discharged from these pro-
grams directly to independent living or secure
housing in the community.  Independent living is
defined as residence in one's own apartment,
rooms, or house.  Secured living arrangement is
defined as half-way house, transitional housing, or
domiciliary.  The denominator is the total number
of veterans discharged.

The average elapsed time (in days) it takes to com-
plete claims that require a disability decision is
measured from the date the claim is received by
VA to the date the decision is made including the
following types of claims: Original Compensation,
with 1-7 issues (End Product (EP) 110), Original
Compensation, 8 or more issues (EP 010), Original
Service Connected Death Claim (EP 140),
Reopened Compensation Claims (EP 020), Review
Examination (EP 310), Hospitalization Adjustment
(EP 320).  For Pension cases, the category includes
original pension claims (EP 180) and reopened
pension claims (EP 120). The measure is calculated
by dividing the total number of days recorded
from receipt to completion by the total number of
cases completed.

The measure is calculated by dividing the total
number of days recorded, from receipt to the last
day of the current month, for all the cases yet to
be completed in the specified end product cate-
gories, by the total number of cases yet to be com-
pleted in the specified categories.

Processing accuracy for claims that normally
require a disability or death determination.
Review criteria include: addressing all issues,
Veterans Claims Assistance Act (VCAA)-compliant
development, correct decision, correct effective
date and correct payment date if applicable.
Accuracy rate is determined by dividing the total
number of cases with no errors in any of these
categories by the number of cases reviewed.   

Discharge form completed by local case managers
at discharge for every homeless veteran who has
entered a DCHV, community based residential
care contract program, or VA funded community
based program

The source of data for this measure is the Benefits
Delivery Network (BDN).  The data are manually
input by employees during the claims process.
Results are also extracted from BDN by VA man-
agers.  C&P Service owns the data.    

The source of data for this measure is the Benefits
Delivery Network (BDN). 

Findings are entered in an Intranet database main-
tained by the Philadelphia LAN Integration Team
and downloaded monthly to the PAI information
storage database.  C&P Service owns the data.

Key Performance Measure Definition Data Source
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None

None

None

None

The discharge reports are completed by the clini-
cian case managers/liaisons at the facility level. All
(100%) of these reports are reviewed by the
Homeless Program Staff prior to transmission to
Northeast Program Evaluation Center (NEPEC).
NEPEC conducts additional validity checks in col-
laboration with the Homeless Program Staff prior
to entering the data into the database. 

Data are analyzed weekly and results are recorded
quarterly.  Compensation and Pension Service calls
the cases in for review from the Regional Offices
with the highest rates of questionable practices. 

Data are analyzed weekly and results are recorded
quarterly by Compensation and Pension Service.
Cases are called in for review from the Regional
Offices with the highest rates of questionable prac-
tices. 

GAO has reviewed the process and reliability in
detail.  Two individuals from the Systematic
Technical Staff examine each case reviewed.  Any
inconsistencies are addressed with training.

Quarterly

Data are collected daily as awards are processed
by employees.  Results are tabulated at the end of
the month and annually.        

The element is a snapshot of the age of the inven-
tory at the end of each processing month as well
as annually. 

Case reviews are conducted daily.  The review
results are tabulated monthly and annually.

Data Limitations Verification and ValidationFrequency
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Average number of days to obtain service medical
records

Vocational Rehabilitation and Employment
Rehabilitation rate

Percent of VA Medical Centers that provide elec-
tronic access to health information provided by
DoD on separated service persons.

Percent of claimants who are Benefits Delivery at
Discharge participants

Average days to complete original and supplemen-
tal education claims

Since this measure is not due to be tracked until
FY 2005, a final definition is not yet available.

The number of veterans who acquire and maintain
suitable employment and leave the program,
divided by the total number leaving the program.
For those veterans with disabilities that make
employment unfeasible, Vocational Rehabilitation
and Employment (VR&E) seeks to assist them on
becoming independent in their daily living.

The numerator  is the number of  VHA Medical
Centers that have installed the necessary computer
software to provide electronic access to health
information provided by DoD on separated service
persons.  The denominator is  all VHA Medical
Centers.

The percent of separatees filing claims at a Benefits
Delivery at Discharge (BDD) site is calculated by
dividing the number of BDD claims received by the
participating stations by the number of separations
at the participating military sites.

Elapsed time, in days, from receipt of a claim in
the regional processing office to closure of the
case by issuing a decision.  Original claims are for
first-time use of this benefit.  Any subsequent
school enrollments are considered a supplemental
claim.

Records Management Center (RMC) and BDN

VBA balanced scorecard and VR&E management
reports

Established linkage between VHA Medical Centers
and DoD sites is monitored and confirmed by the
respective VHA and DoD information technology
program offices.  

The sources of this data are the Regional Offices
and the BDD sites.   Data are now compiled
through an Intranet site.

Education claims processing timeliness is meas-
ured by using data captured automatically through
VBA’s Benefits Delivery Network. This information
is generated through the VBA data warehouse
generated reports. (Coin-Door 1016).

Key Performance Measure Definition Data Source
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Pending

None

Data do not reflect the degree to which the Federal
Health Information Exchange/Government
Computer-based Patient Record has been imple-
mented but they do accurately reflect the comple-
tion of the technological linkage and accessibility
of information for sharing purposes.

Pending

None

A specific methodology for verifying and validat-
ing the data collected has not been determined.

Quality assurance reviews are completed by each
station and VR&E Service.  The quality assurance
program was set up to review samples of cases for
accuracy and to provide scoring at the RO level.  In
response to a FY 2000 IG Audit, the following
items were undertaken to address the IG recom-
mendations for improving the accuracy of data
used to compute the rehabilitation rate: 1) Quality
Assurance Satellite Broadcast was held on May 7,
2003.  2) VR&E Letter 28-03-03, Policies to Improve
Accuracy of Data Used to Compute Rehabilitation
Rate, was sent out to the field on April 30, 2003.
3) VR&E Letter 28-03-12, Recent Changes to VR&E
Quality Assurance Program, confirms that VR&E
service reviews 64 cases per station each year and
all field stations are conducting local QA Reviews
on 10% of their caseload effective November
2002.  4) VR&E Outcome Accuracy measure has
been added to the VARO Directors' performance
standards.  5) Letter was sent requiring all field
VR&E Officers' signature on all outcome cases.

Information Technology Program Offices in VHA
verify and validate the installation using the
Package and Patch Installation Report that moni-
tors all software installed at every medical facility.
The Remote Data Views patch, once loaded, veri-
fies that FHIE is functioning.  This validates that the
measure has been met.

Data are calculated monthly, quarterly, and annu-
ally by Compensation and Pension Service.  There
is a program evaluation study pending to deter-
mine the effectiveness of BDD program.

The Education Service staff in VA Central Office
confirms reported data through ongoing quality
assurance reviews conducted on a statistically valid
sample of cases. Dates of claims are reviewed in
the sample cases to ensure they are reported
accurately. Each year, Central Office staff reviews a
sample of cases from each of the four RPOs.
Samples are selected randomly from a database of
all quarterly end products. The results are valid at
the 95 percent confidence level. Reviewers validate
dates of claims for all cases reviewed. 

Being developed

Quality Assurance Reviews evaluate the validity
and reliability of data and are conducted twice a
month. A review of balanced scorecard data is
completed monthly.  

Quarterly

Monthly

Monthly

Data Limitations Verification and ValidationFrequency
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Foreclosure avoidance through servicing (FATS)
ratio

Chronic Disease Care Index II

Prevention Index II

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

Average waiting time for new patients seeking pri-
mary care clinic appointments (in days)

The FATS ratio measures the effectiveness of VA
supplemental servicing of defaulted guaranteed
loans.  The ratio measures the extent to which
foreclosures would have been greater had VA not
pursued alternatives to foreclosure.

The percent compliance is an average of 21 sepa-
rate indicators that reflect care given for 7 major
chronic diseases:  ischemic heart disease, hyper-
tension, chronic obstructive pulmonary disease,
diabetes mellitus, congestive heart failure, major
depressive disorder, and tobacco use cessation.
Each numerator is the number of patients in the
random sample who actually received the inter-
vention they were eligible to receive.  The denomi-
nator for the calculation is a random sample of the
number of patients who are eligible for the inter-
vention. The overall index is comprised of the per-
cent compliance for each indicator summed and
divided by the number of individual indicators.

This index is an average of 9 separate indicators
that reflect care given for influenza and
Pneumococcal pneumonia immunization, screen-
ing for tobacco consumption, alcohol abuse, breast
cancer, cervical cancer, colorectal cancer, and cho-
lesterol levels, and providing education of prostate
cancer screening. Each indicator's numerator is the
number of patients in the random sample who
actually receive the intervention they were eligible
to receive.  The denominator is the number of
patients in the random sample who were eligible
to receive the intervention.

The survey consists of a sample of inpatients and a
sample of outpatients who respond to a question
on the semi-annual inpatient and the quarterly
outpatient surveys.  Denominator is the total num-
ber of patients sampled who answered the ques-
tion “ Overall how would you rate your care in
VHA.”  Numerator is those patients who answered
‘very good’ or ‘excellent’ only.  The numerator
does not include the response ‘good’. 

The waiting time is the average number of days
between when the initial primary care appoint-
ment is placed into the scheduling software and
the date of the appointment.  

Data are extracted from the Loan Service and
Claims (LS&C) System.  This system is used to
manage defaults and foreclosures of VA-guaran-
teed loans.

External contractor reviews statistically valid ran-
dom sample of medical records.

External contractor reviews statistically valid ran-
dom sample of medical records.  

Survey of Health Experiences of Patients

VistA scheduling software

Key Performance Measure Definition Data Source
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There are five components that make up the FATS
ratio.  The four involving financial transactions are
auditable. The fifth component, successful interven-
tions, is based on employee interpretation of estab-
lished criteria and is subject to misunderstanding.

None

None

None

Calculated using VistA scheduling software. A new
patient is defined as a patient not seen in the prior
24 months at the facility where the appointment is
being scheduled in the primary care Decision
Support System (DSS) stop series.  The assump-
tion that every new patient wants the next avail-
able appointment may overstate waiting times to
some degree but not significantly.

Data for the FATS ratio are validated by a review of
a sample of case files during survey visits by the
Loan Guaranty Quality Control staff to its Regional
Loan Centers.

Review is performed by an external contractor to
ensure accuracy of findings.  In addition, validity
and reliability of the collected data are evaluated
using accepted statistical methods along with inter-
rater reliability assessments that are performed
each quarter.

Review is performed by an external contractor to
ensure accuracy of findings.  In addition, validity
and reliability of the collected data are evaluated
using accepted statistical methods along with inter-
rater reliability assessments that are performed
each quarter.

Routine statistical analysis is performed to evaluate
the data quality, survey methodology and sam-
pling processes.  Questions are routinely analyzed
to determine what are the areas where change
would have the biggest impact in overall quality
perception by patients

This is calculated directly from the computer so
does not require interpretation from an employee
to assure accurate data collection.

Monthly

Data are collected quarterly with a cumulative
average determined annually.

Data are collected quarterly with a cumulative
average determined annually

Data collected monthly and reported quarterly and
annually

Monthly 

Data Limitations Verification and ValidationFrequency
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Average waiting time for next available appoint-
ment in specialty clinic (in days)

Increase the aggregate of VA, state, and communi-
ty nursing home and non-institutional long term
care as expressed by average daily census:
Institutional and Non-institutional

Average days to process insurance disbursements

Percent of veterans served by a burial option with-
in a reasonable distance (75 miles) of their
residence

The waiting time is the average number of days
between when the patient's specialty care appoint-
ment is placed into the scheduling software and
the date of the appointment.   This is a composite
number that reflects the high-volume or problem-
prone specialty clinics of urology, cardiology, audi-
ology, orthopedics, and eye care (both optometry
and ophthalmology)

The aggregate number for Institutional Care is the
Average Daily Census of veterans cared for in VA
Nursing Home Programs, State Veterans Home
Programs and Contracted Community Nursing
Homes. The number for Non-Institutionalized Care
is the Average Daily Census of veterans enrolled in
programs that support care delivery in the
patient's home such as Home and Community-
Based Care programs (Home-Based Primary Care,
Contract Home Health Care, Adult Day Health
Care (VA and Contract), and Homemaker/Home
Health Aide Services).   

Insurance disbursements are death claims paid to
beneficiaries, policy loans, and cash surrenders
requested by policyholders. Average processing
days are a weighted composite for all three types
of disbursements based on the number of end
products and timeliness for each category.
Processing time begins when the veteran's applica-
tion or beneficiary's fully completed claim is
received and ends when the internal controls staff
approves the disbursement. The average process-
ing days for death claims is multiplied by the num-
ber of death claims processed. The same
calculation is done for loans and cash surrenders.
The sum of these calculations is divided by the
sum of death claims, loans, and cash surrenders
processed to arrive at the weighted average pro-
cessing days for disbursements.

The measure is the number of veterans served by
a burial option divided by the total number of vet-
erans, expressed as a percentage.  A burial option
is defined as a first family member interment
option (whether for casketed remains or cremated
remains, either in-ground or in columbaria) in a
national or state veterans cemetery that is avail-
able within 75 miles of the veteran’s place of
residence.

VistA scheduling software

This measure is the average daily census of the
institutional nursing home care programs and the
non-institutional home and community home-
based non-institutional care available for eligible
veterans.  ADC are reported separately.

Data on processing time are collected and stored
through the Statistical Quality Control (SQC)
Program and the Distribution of Operational
Resources (DOOR) system. 

From 2000 through 2002, the number of veterans
and the number of veterans served were extracted
from the VetPop2000 model using updated 1990
census data.  For 2003, the number of veterans
and the number of veterans served were extracted
from a revised VetPop2000 model using 2000 cen-
sus data.

Key Performance Measure Definition Data Source
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Calculated using VistA scheduling software. A new
patient is defined as a patient not seen in the prior
24 months at the facility where the appointment is
being scheduled in the primary care Decision
Support System (DSS) stop series.  The assump-
tion that every new patient wants the next avail-
able appointment may overstate waiting times to
some degree but not significantly.

The data are drawn from numerous sources as
appropriate (DSS, CDR, Fee, State Veterans Home
Report, etc.) and the definitions of ADC necessarily
vary to some degree among the sources.  The pro-
gram office has done extensive work with the field
to ensure the equitability of the ADC calculations.  

None

Provides performance data at specific points in
time as veteran demographics change. 

This is calculated directly from the computer so
does not require interpretation from an employee
to ensure accurate data collection.

The data are collected and collated by VHA's Office
of Geriatrics and Extended Care (G&EC) Strategic
Healthcare Group.  The data and reporting sources
have remained constant for the past couple of
years, thereby enabling the office to validate cur-
rent data against past data based on trending of
the values.  Any unexpected change in data trends
triggers data validation and correction (if neces-
sary) between the G&EC and the facilities involved.

The Insurance Service periodically evaluates the
SQC Program to determine if it is being properly
implemented. The composite weighted average
processing days measure is calculated by the
Insurance Service and is subject to periodic
reviews. Timeliness information is considered to
be valid for management of operations.

In 1999, the OIG performed an audit assessing the
accuracy of the data used for this measure.  Data
were revalidated in the 2002 report entitled
Volume 1: Future Burial Needs, prepared by an
independent contractor as required by the
Veterans Millennium Health Care and Benefits Act,
P.L. 106-117.

Monthly 

Monthly

Monthly

Recalculated annually or as required by the avail-
ability of updated veteran population census data.
Projected openings of new national or state veter-
ans cemeteries and changes in the service delivery
status of existing cemeteries also determine the
veteran population served. 

Data Limitations Verification and ValidationFrequency
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Percent of respondents who rate the quality of
service provided by the national cemeteries as
excellent

Percent of graves in national cemeteries marked
within 60 days of interment

Percent of research projects devoted to the
Designated Research Areas

Percent of respondents who rate national ceme-
tery appearance as excellent

Ratio of collections to billings

Dollar value of sharing agreements with DoD ($ in
millions)

The number of survey respondents who agree or
strongly agree that the quality of service received
from national cemetery staff is excellent divided by
the total number of survey respondents, expressed
as a percentage. The survey collects data from fam-
ily members and funeral directors who have
recently received services from a national cemetery.

The number of graves in national cemeteries for
which a marker has been set at the grave or the
reverse inscription completed within 60 days of the
interment divided by the number of interments,
expressed as a percentage.

The numerator is the number of research projects
that fall into at least one of the designated areas.
The denominator is the total of all funded research
projects, which includes HSR&D, Medical Research
Service, Cooperative Studies Program, and
Rehabilitation Research and Development Service.

The number of survey respondents who agree or
strongly agree that the overall appearance of the
national cemetery is excellent divided by the total
number of survey respondents, expressed as a
percentage. The survey collects data from family
members and funeral directors who have recently
received services from a national cemetery.  

The collection to billings ratio is a calculation based
on the total cumulative fiscal year collections divid-
ed by the total cumulative  billings. The numerator
is the total cumulative collections from both co-
payments by the veteran and payments from bills
to insurance companies.  The denominator is the
total cumulative billings.

VA and DoD are combining their resources to
combine purchasing power and eliminate redun-
dancies.  This measure is based on the total dollar
value of sharing agreements VA has entered into
with DoD.  

Key Performance Measure Definition Data Source

NCA's Survey of Satisfaction with National
Cemeteries

NCA'S Burial Operations Support System (BOSS)
as input by field stations.   

Data are collected by the Office of Research and
Development from approved ongoing studies dur-
ing the reporting period.

NCA's Survey of Satisfaction with National
Cemeteries

The cumulative collections and billings are extract-
ed from the National Data Base in the Allocation
Resource Center (ARC).  

Data are collected and reported by the VHA
Medical Sharing Office based on information
reported by VISNs through the VISN Support
Services Center.  The dollar volume for pharma-
ceuticals and medical supplies is based on annual
estimates of procurements based on historical pro-
curement patterns.
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Data Limitations Verification and ValidationFrequency

Annually

Monthly

Annually

Annually

Quarterly

Quarterly

None

None

The data are based on expert peer review of the
project, which includes specific focus on determin-
ing if the project falls within the designated areas.
This is an objective decision, but is based on well-
defined parameters.

None

The data are limited by the restrictions placed on
the program as to allowable collections.  There has
been a history of difficulties with collections from
certain third-party payors that have required
District Counsel opinion, which have necessarily
delayed collections.  Certain first-party payor
issues have also caused delay in billing and collec-
tion and thus have impacted the data.

Data are self-reported by the VISNs, but felt to be
accurate.

VA Headquarters staff oversees the data collection
process and provides an annual report at the
national level.  MSN and cemetery level reports
are provided to NCA management.  The mail-out
survey provides statistically valid performance
information at the national and MSN levels and at
the cemetery level for cemeteries having at least
400 interments per year.

VA Headquarters staff oversees the data collection
process to validate its accuracy and integrity.
Monthly and fiscal-year-to-date reports are provid-
ed at the national, MSN, and cemetery levels.

Peer review findings of projects are reviewed by
the Office of Research and Development.

VA Headquarters staff oversees the data collection
process and provides an annual report at the
national level.  MSN and cemetery level reports
are provided to NCA management. The mail-out
survey provides statistically valid performance
information at the national and MSN levels and at
the cemetery level for cemeteries having at least
400 interments per year.

Data are routinely validated and verified by pro-
gram personnel and ARC for accuracy.  

Data are validated by the VISNs through their nor-
mal accounting system.



Accounts payable
The money VA owes to vendors and
other Federal entities for products and
services purchased. This is treated as
a liability on the balance sheet.
(Financial)

Accounts receivable
The amount of money that is owed to
VA by a customer (including other
Federal entities) for products and
services provided on credit. This is
treated as a current asset on the bal-
ance sheet and includes such items as
amounts due from third-party insurers
for veterans’ health care and from
individuals for compensation, pension,
and readjustment benefit overpay-
ments. (Financial)

Accuracy of decisions
(Services)
Percent of cases completed accurately
for veterans who receive Chapter 31
(disabled veterans receiving vocation-
al rehabilitation) services and/or edu-
cational/vocational counseling
benefits under several other benefit
chapters. Accuracy of service delivery
is expressed as a percent of the high-
est possible score (100) on cases
reviewed. (VR&E)

Accuracy of program outcome
This measure seeks to ensure the
accuracy of decisions made to declare
a veteran rehabilitated or discontinued
from a program of services. (VR&E)

Acute Bed Days of Care
(BDOC)/1000
A measure that evaluates cost efficien-

cy and utilization patterns by evaluat-
ing the number of beds in use for the
full population of unique patients
served. This ratio assists in assuring
that there are not inappropriate
admissions. (Medical Care)

Allowance
The amounts included in the
President’s budget request or projec-
tions to cover possible additional pro-
posals, such as statutory pay increases
and contingencies for relatively
uncontrollable programs and other
requirements.  As used by Congress 
in the concurrent resolutions on the
budget, allowances represent a spe-
cial functional classification designed
to include amounts to cover possible
requirements, such as civilian pay
raises and contingencies.  Allowances
remain undistributed until they occur
or become firm, then they are distrib-
uted to the appropriate functional
classification(s). (Financial)

Appeals decided per FTE
A basic measure of efficiency deter-
mined by dividing the number of
appeals decided by the total BVA full
time equivalent (FTE). (BVA)

Appeals resolution time 
(in days)
The average length of time it takes the
Department to process an appeal
from the date a claimant files a Notice
of Disagreement (NOD) until a case is
finally resolved, including resolution at
a regional office or by a final decision
by the Board. (BVA and C&P)

Apportionment
A distribution made by the Office of
Management and Budget of amounts
available for obligation in an appropri-
ation or fund account.  Apportion-
ments divide amounts available for
obligation by specific time periods
(usually quarters), activities, projects,
objects, or a combination thereof.
The amounts so apportioned limit the
amount of obligations that may be
incurred. (Financial)

Appropriation
The specific amount of money author-
ized by Congress for approved work,
programs, or individual projects.
(Financial)

Appropriation Authority
The authority granted by Congress for
the agency to spend government
funds. (Financial)

Average cost of placing
participant in employment
This performance measure is a
Common Measure whose definition is
under development with the
Departments of Labor, Education,
Health and Human Services, and
Veterans Affairs and will go into effect
in FY 2004. (VR&E)

Average hold time in seconds
The average length of time (in sec-
onds) that a caller using the toll-free
service number waits before being
connected to an insurance representa-
tive. (Insurance)

Average waiting time for next
available appointment in
primary care clinics (in days)
This measure is calculated using the
VistA scheduling software and takes

Definitions

Please note:  Key Measures are defined in the Key Measure Data Appendix.
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the average of primary care appoint-
ments that are designated as ‘next
available’ and is measured from the
date of the request to the date the
appointment is actually made.
(Medical Care)

Average waiting time for
patients seeking a new
specialty clinic appointment
(in days)
This measure is calculated using the
VistA scheduling software and takes
the average of specialty clinic appoint-
ments that are designated as ‘next
available’ and is measured from the
date of the request to the date the
appointment is actually made.  The
specialty clinics included in this meas-
ure are audiology, cardiology, eye
care (both ophthalmology and
optometry), urology, and orthopedics.
(Medical Care)

Balance sheet
A summary of all the assets the
agency owns and the liabilities owed
against those assets as of a point in
time (the end of the fiscal year for VA
is September 30). This statement
always shows two consecutive fiscal
year snapshots so the reader can
compare the information. There is no
“owners’ equity” in a federal agency,
as there is in a non-government com-
pany. However, we instead report our
“net position,” which is the amount of
unexpended appropriation authority.
(Financial)

Balanced Scorecard:  Quality-
Access-Satisfaction-Cost
A composite score of indicators within
access, cost, quality, and satisfaction
domains. (Medical Care)

Budget Authority
The authority provided by law to
enter into obligations that will result in
immediate or future outlays involving
Federal Government funds, except

that budget authority does not include
authority to insure or guarantee the
repayment of indebtedness incurred
by another person or government.
The basic forms of budget authority
are appropriations, authority to bor-
row, and contract authority.  Budget
authority may be classified by the
period of availability (1-year, multiple-
year, no-year), by the timing of con-
gressional action (current or
permanent), or by the manner of
determining the amount available
(definite or indefinite). (Financial)

Budgetary resources
Budgetary resources are forms of
authority given to an agency allowing
it to incur obligations.  Budgetary
resources include new budget author-
ity, unobligated balances, direct
spending authority, and obligation
limitations. (Financial)

BVA cycle time
BVA cycle time measures the time a
case spends at the Board, other than
the time the case file is in the posses-
sion of a Veterans Service
Organization. (BVA)

CARES – Capital Asset
Realignment for Enhanced
Services
The program to assess veteran health
care needs in VHA Networks, identify
service delivery options to meet those
needs in the future, and guide the
realignment and allocation of capital
assets to support the delivery of
health care services. (Medical Care)

Chief Financial Officers Act 
of 1990
Legislation enacted to improve the
financial management practices of the
Federal government and to ensure the
production of reliable and timely
financial information for use in the
management and evaluation of
Federal programs. (Financial)

Chronic Disease Care Index II
(Special Populations)
The index is based on the perform-
ance of specific processes, provision
of certain clinical services, or achieve-
ment of certain (proxy) outcomes for
which the medical literature has docu-
mented evidence of a relationship to
good health outcomes.  The CDCI II
measures how well VA follows nation-
ally recognized clinical guidelines for
treatment and care of patients with
one or more high-volume diagnoses.
The same overall index is then evalu-
ated for those patients who meet the
definition of a special population as a
sub-group. (Medical Care)

Compliance survey completion
rate
The percentage of compliance surveys
completed compared with the num-
ber of surveys scheduled at the begin-
ning of the fiscal year. (Education)

Cost – Average cost per unique
patient (total federal and
other obligations)
A ratio of total obligations and unique
patients served. (Medical Care)

Cost per case 
A unit decision cost derived by dividing
BVA’s total obligational authority by the
number of decisions produced. (BVA)

Cost per patient
The average cost per unique patient
converted to constant dollars.
(Medical Care)

Cumulative number of kiosks
installed at national and state
veterans cemeteries
The total number of kiosk information
centers installed at national and state
veterans cemeteries to assist visitors
in finding the exact gravesite locations
of individuals buried there. In addi-
tion to providing the visitor with a
cemetery map for use in locating the
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gravesite, the kiosk information cen-
ter provides such general information
as the cemetery’s burial schedule,
cemetery history, burial eligibility,
and facts about the National
Cemetery Administration. (Burial)

Cumulative percent of
competitive sourcing of
commercial activities
Pursuant to the Federal Activities
Inventory Reform (FAIR) Act, VA and
OMB agreed to a VA-specific compet-
itive sourcing plan in April 2003.  In
2002 and 2003, this performance
measure was calculated as the cumu-
lative percentage of FTEs competed
under competitive sourcing studies
against the total number of commer-
cial positions from the VA FAIR Act
Inventory.  Starting in 2004, this per-
formance measure will be calculated
as the cumulative percentage of FTEs
competed under competitive sourc-
ing studies against the total number
of commercial positions in VA’s OMB-
approved plan. (Departmental
Management)

Customer satisfaction
Customer satisfaction scores (meas-
ured on a scale of one through five,
with five being the highest possible
score) are based on surveys
returned to OIG by the principals
impacted by audits, investigations,
contract reviews, and healthcare
inspections.  In instances where cus-
tomer surveys are returned with
lower than anticipated ratings, man-
agement may follow up with survey
participants to identify any issues
that caused low ratings and possible
solutions. (OIG)

Customer satisfaction – 
high ratings
Nationally, the percentage of respon-
dents to the education customer satis-
faction survey who were “very
satisfied” or “somewhat satisfied” with

the way VA handled their education
benefits claim. (Education)

Customer satisfaction (Survey)
Percent of veterans who answered
“very satisfied” or “somewhat satis-
fied” overall with the VR&E program
(of those who completed or withdrew
from the program). (VR&E)

Decrease IT maintenance
spending by 5% and increase
modernization spending by 5%
Decrease the amount spent on IT
maintenance projects and use the
recovered dollars to refinance devel-
opment, modernization, and enhance-
ment projects. (Departmental
Management)

Deficiency free decision rate
This goal is based on a random sam-
pling of approximately 5 percent of
Board decisions. Decisions are
checked for deficiencies in the follow-
ing categories: identification of issues,
findings of fact, conclusions of law,
reasons and bases/rationale for pre-
liminary orders, and due process.
(BVA)

Efficiency – Annual number of
outpatient visits per medical
worker
This is a ‘common measure’ as
defined by OMB and is a ratio of all
outpatient visits against the number of
clinical full time equivalent employ-
ees. It indirectly relates to efficiency.
This measure is limited in that overall
panel size and capacity are needed
for a complete picture of productivity.
(Medical Care)

Exchange Revenue
Exchange revenues arise when a
Federal entity provides goods and
services to the public or to another
government entity for a price.
(Financial)

Favorable IG audit opinion
Each year, the IG conducts an audit of
each Insurance program to determine
if assets, liabilities, income, and
expenses are reported properly in the
CFO statements. This measure indi-
cates whether the Insurance Program
receives a favorable opinion on the
audit. (Insurance)

Federal Credit Reform Act 
of 1990
Legislation enacted to improve the
accounting for costs of federal credit
programs. (Financial)

Federal Financial Management
Improvement Act (FFMIA)
The FFMIA requires agencies to pro-
duce timely and reliable financial
statements that demonstrate their
compliance with Federal financial
management systems requirements,
Federal accounting standards, and the
U.S. government standard general
ledger. If an agency believes its sys-
tems are not FFMIA-compliant, it must
develop a remediation plan to achieve
compliance within 3 years. (Financial)

Federal Managers’ Financial
Integrity Act (FMFIA) of 1982
Legislation that requires Federal agen-
cies to establish processes for the
evaluation and improvement of finan-
cial and internal control systems in
order to ensure that management
control objectives are being met.
(Financial)

Franchise Fund
VA’s fund is comprised of six enter-
prise centers that competitively sell
common administrative services and
products throughout the Federal
Government. The funds are deposited
into the Franchise Fund. The Centers’
operations are funded solely on a fee-
for-service basis. Full cost recovery
ensures they are self-sustaining.
(Departmental Management)
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Fund Balance with the
Treasury
The aggregate amount of funds in
VA’s accounts with the Department of
the Treasury for which we are author-
ized to make expenditures and pay
liabilities. This account includes clear-
ing account balances and the dollar
equivalent of foreign currency account
balances. (Financial)

Government Management
Reform Act of 1994
Legislation enacted to provide more
effective and efficient executive
branch performance in reporting
financial information to Congress and
committees of Congress. (Financial)

Heritage Assets
Heritage Assets are unique and are
generally expected to be preserved
indefinitely. Heritage assets may have
historical or natural significance; be of
cultural, educational, or artistic impor-
tance; or have significant architectural
characteristics. (Financial)

High customer ratings
The percent of insurance customers
who rate different aspects of insur-
ance services in the highest two cate-
gories, based on a 5-point scale, using
data from the insurance customer sur-
vey. (Insurance)

Increase 1st and 3rd Party
collections
Medical care received within VHA has
a co-payment attached in some cases.
This co-payment is referred to as 1st
party collections. In addition, for vet-
erans who have other insurance, as
appropriate, those insurance compa-
nies are billed for services. Those col-
lections are referred to as 3rd party
collections. (Medical Care)

Increase the number of faith-
based/community
organizations providing

services to homeless veterans
VA believes that faith-based organiza-
tions are a dynamic and effective
community resource to assist in
efforts to aid homeless veterans. To
that end, VA actively encourages these
entities to apply for grants under VA’s
Homeless Providers Grant & Per Diem
program. VA will monitor the pool of
applicants after selections are made to
determine if the number of faith-
based applicants and awardees has
increased. (Departmental
Management)

Intragovernmental assets
These assets arise from transactions
among Federal entities.  These assets
are claims of the reporting entity
against other Federal entities.
(Financial)

Intragovernmental liabilities
These liabilities are claims against the
reporting entity by other Federal enti-
ties. (Financial)

Inventory
An inventory is a tangible personal
property that is (i) held for sale,
including raw materials and work in
process, (ii) in the process of produc-
tion for sale, or (iii) to be consumed
in the production of goods for sale or
in the provision of services for a fee.
(Financial)

Low customer ratings
The percent of insurance customers
who rate different aspects of insur-
ance services in the lowest two cate-
gories, based on a 5-point scale, using
data from the insurance customer sur-
vey. (Insurance)

Maintain FY 2004 IT Budget at
the same level as the
rebaselined FY 2003 budget
plus inflation
Capping the IT budget to the FY 2003
rebaselined amount plus the amount

that covers inflation for the year.
(Departmental Management)

Maintain VA IT Enterprise
Architecture
Maintain a One VA information tech-
nology framework that supports the
integration of information across busi-
ness lines and provides a course of
consistent, reliable, accurate, and
secure information to veterans and
their families, employees, and stake-
holders. (Departmental Management)

Management (or internal)
controls
Safeguards (organization, policies,
and procedures) used by agencies to
reasonably ensure that (i) programs
achieve their intended results; (ii)
resources are used consistent with
agency mission; (iii) programs and
resources are protected from waste,
fraud, and mismanagement; (iv) laws
and regulations are followed; and (v)
reliable and timely information is
obtained, maintained, reported, and
used for decision making. (Financial)

Material weakness
A reportable condition in which the
design or operation of the specific
internal control does not reduce to a
relatively low level the risk that errors
or irregularities in amounts that would
be material to the consolidated finan-
cial statements being audited. This
condition may occur and not be
detected within a timely period by
employees in the normal course of
performing their assigned functions.
(Financial)

Medical residents’ and other
trainees’ scores on a VHA
survey assessing their clinical
training experience
The satisfaction survey for residents
and other medical trainees assists
VHA in determining how well we are
achieving VA’s academic mission of
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providing innovative and high-quality
health care training for VA and the
Nation. The survey results are used to
learn what satisfies medical trainees
and to improve the clinical training
experience. The sources of this data
are the responses to a summary ques-
tion from the Learners’ Perceptions
Survey. (Medical Education)

Memorial Service Network
NCA’s field structure is geographically
organized into five Memorial Service
Networks (MSNs). The national ceme-
teries in each MSN are supervised by
the MSN Director and staff. The MSN
offices are located in Philadelphia,
Pennsylvania; Atlanta, Georgia;
Indianapolis, Indiana; Denver,
Colorado; and Oakland, California.
The MSN Directors and staff provide
direction, operational oversight, and
engineering assistance to the cemeter-
ies located in their geographic areas.
(Burial)

National accuracy rate
(authorization work)
Nationwide, the percentage of original
death pension claims, dependency
issues, income issues, income verifica-
tion matches, income verification
reports, burial and plot allowances,
claims for accrued benefits, and spe-
cial eligibility determinations complet-
ed and determined to be technically
accurate. The accuracy rate for the
Nation is a compilation of the C&P
Service’s review of the 57 regional
offices. (C&P)

National accuracy rate
(fiduciary work)
Nationwide, the percentage of field
examinations and account audits com-
pleted and determined to be techni-
cally accurate. The accuracy rate for
the Nation is a compilation of the C&P
Service’s review of the 57 regional
offices. (C&P)

Net cost of operations
Net cost of operations is the gross cost
incurred by VA less any exchange rev-
enue earned from its activities. The
gross cost of a program consists of the
full cost of the outputs produced by
that program plus any non-production
costs that can be assigned to the pro-
gram. (Financial)

Net position
Net position comprises the portion of
VA’s appropriations represented by
undelivered orders and unobligated
balances (unexpended appropria-
tions) and the net results of the
reporting entity’s operations since
inception, plus the cumulative amount
of prior period adjustments (cumula-
tive results of operations). (Financial)

Net program cost
Net program cost is the difference
between a program’s gross cost and
its related exchange revenues.  If a
program does not earn any exchange
revenue, there is no netting and the
term used might be total program
cost. (Financial)

Non-rating actions - average
days pending
Elapsed time, in days, from date of
receipt of a claim (for which work has
not been completed) in the regional
office to current date. Non-rating
actions include the following types of
claims: original death pension, depend-
ency issues, income issues, income ver-
ification matches, income verification
reports, burial and plot allowances,
claims for accrued benefits, and special
eligibility determinations. (C&P)

Non-rating actions - average
days to process
Elapsed time, in days, from receipt of
a claim in the regional office to clo-
sure of the case by issuing a decision
by a regional office. Non-rating
actions include the following types of

claims: original death pension,
dependency issues, income issues,
income verification matches, income
verification reports, burial and plot
allowances, claims for accrued bene-
fits, and special eligibility determina-
tions. (C&P)

Notes to the Consolidated
Financial Statements
The notes provide additional disclo-
sures that are necessary to make the
financial statements more informative
and not misleading. The notes are an
integral part of the financial state-
ments. (Financial)

Number of audit qualifications
identified in the auditor’s
opinion on VA’s Consolidated
Financial Statements
Audits are performed in accordance
with Government Auditing Standards
issued by the Comptroller General of
the United States and the require-
ments of the Office of Management
and Budget (OMB) Bulletin No. 01-02,
“Audit Requirements for Federal
Financial Statements.” This measure
reports how many audit qualifications
are identified each year in VA’s consol-
idated financial statements.
(Departmental Management)

Number of indictments,
arrests, convictions, and
administrative sanctions
The number of indictments, arrests,
convictions, and administrative sanc-
tions achieved measures investigative
performance. (OIG)

Number of reports issued
The OIG conducts Combined
Assessment Program (CAP) reviews to
evaluate the quality, efficiency, and
effectiveness of VA facilities and issues
reports to highlight the opportunities
for improvement in quality of care,
management controls, and fraud pre-
vention. (OIG)
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Obligations
Obligations represent the amount of
orders placed, contracts awarded,
services received, and other transac-
tions occurring during a given period
that would require payments during
the same or future period. (Financial)

OMB Circular No. A-123
The Office of Management and
Budget (OMB) issued Circular No. A-
123 to provide guidance to Federal
managers on improving the accounta-
bility and effectiveness of Federal pro-
grams and operations by establishing,
assessing, correcting, and reporting on
management controls. (Financial)

OMB Circular No. A-127
The Office of Management and
Budget (OMB) issued Circular No. A-
127 to prescribe policies and stan-
dards for executive departments and
agencies to follow in developing,
operating, evaluating, and reporting
on financial management systems.
(Financial)

Outlay
Outlay is the amount of checks, dis-
bursement of cash, or electronic trans-
fer of funds made to liquidate a
Federal obligation.  Outlays also occur
when interest on the Treasury debt
held by the public accrues and when
the Government issues bonds, notes,
debentures, monetary credits, or
other cash-equivalent instruments in
other to liquidate obligations.
(Financial)

Outpatient visits/1000 –
subdivided by:  Med/Surg
A ratio of all visits to providers against
unique patients served for all medical
and surgical clinics. Provides informa-
tion that assists in the evaluation of
cost efficiency. (Medical Care)

Outpatient visits/1000 –
subdivided by:  Mental Health

A ratio of all visits to providers against
unique patients served for all mental
health clinics. Provides information
that assists in the evaluation of cost
efficiency. (Medical Care)

Overall satisfaction
Nationally, the percentage of respon-
dents to the C&P customer satisfaction
survey who were “very satisfied” or
“somewhat satisfied” with the way VA
handled their claim. (C&P)

Participation rate in the
monthly Minority Veterans
Program Coordinators (MVPC)
conference call
Conference calls are scheduled
monthly to identify concerns and
issues that affect benefits delivery to
minority veterans, collaborate and
exchange best practices, and update
the Center on current as well as ongo-
ing initiatives within their respective
areas. (Departmental Management)

Payment accuracy rate
Measures how well decisions reflect
payment at the proper rate for the
correct period of time. (Education)

Percent change in earnings
from pre-application to post-
program employment
This performance measure is a
Common Measure under develop-
ment with the Departments of Labor,
Education, Health and Human
Services, and Veterans Affairs and will
go into effect in FY 2004. (VR&E)

Percent cumulative reduction
in excess capacity as a result
of CARES
The CARES strategic planning process
identifies excess capacity by VISN and
then outlines an action plan each year
on what will be addressed the follow-
ing year. (Medical Care)

Percent increase of EDI usage
over base year of 1997
The percent increase in the number of
line items ordered through Electronic
Data Interchange (EDI) by fiscal year.
(Departmental Management)

Percent of all patients
evaluated for the risk factors
for hepatitis C
Hepatitis C is a major public health
problem, and there is a concern that
this disease occurs more frequently
among veterans than the rest of the
population. From a patient and public
health perspective, all patients should
be screened for high risk factors. If
patients are at high risk for being
exposed to hepatitis C, then they should
be tested and evaluated for possible
drug therapy. Regardless of whether
they elect to initiate drug therapy or are
candidates for current treatments, they
need to receive information about dis-
ease transmission, the benefits of avoid-
ing hepatotoxins such as alcohol, and
the current recommendations regarding
vaccination against other types of viral
hepatitis. The numerator is the number
of patients ever screened for risk factors,
tested, and/or diagnosed for hepatitis C.
The denominator is all patients in the
sample. (Medical Care)

Percent of all patients tested
for hepatitis C subsequent to a
positive hepatitis C risk factor
screening
The number of patients who are ever
tested or diagnosed for hepatitis C
divided by the number of patients in
the sample ever tested, diagnosed, or
screened with a positive risk factor.
(Medical Care)

Percent of blocked calls
The percentage of call attempts for
which callers receive a busy signal
because all circuits were in use for the
insurance toll-free service number.
(Insurance)
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Percent of cases processed in
less than 180 days after filing
(HRA)
Equal Employment Opportunity
Commission regulations state that for-
mal complaints must be investigated
(processed) within 180 days of being
filed. There are some permissible
exceptions to this requirement, such
as cases that are amended.
(Departmental Management)

Percent of cases using
alternate dispute resolution
(ADR) techniques
The percent of contract dispute mat-
ters electing to use Alternate Dispute
Resolution (ADR) techniques. ADR
techniques refer generally to several
formal and informal processes for
resolving disputes that do not entail
courtroom litigation. (Departmental
Management)

Percent of clinical software
patches installed on time:
CPRS, BCMA, Imaging
The clinical software patches that sup-
port the electronic medical record
(CPRS), blood administration (BCMA),
and radiology (Imaging) have been
identified as having significant safety
potential for patients if not installed
on time. This measure ensures that all
are installed in an appropriate time
frame. (Medical Care)

Percent of employees who are
aware of alternate dispute
resolution (ADR) as an option
to address workplace disputes
The percent of employees who are
made aware of ADR through a variety
of mechanisms, such as increased
training opportunities, mediation
satellite broadcast programs, and pro-
motion of videotape examples on
mediation. (Departmental
Management)

Percent of funeral directors
who respond that national
cemeteries confirm the
scheduling of the committal
service within 2 hours
The percent of funeral directors who
respond that the amount of time it
typically takes to confirm the schedul-
ing of an interment is less than one
hour or one to two hours. (Burial)

Percent of headstones and
markers that are undamaged
and correctly inscribed
This percentage represents the num-
ber of headstones and markers that
are undamaged and correctly
inscribed, divided by the number of
headstones and markers ordered.
(Burial)

Percent of individual
headstone and marker orders
transmitted electronically to
contractors
The percent of individual headstone
and marker orders that were transmit-
ted to contractors via communication
software or Internet e-mail. (Burial)

Percent of monuments
ordered on-line by other
federal and state veterans
cemeteries using AMAS-R
The percentage represents the num-
ber of headstones and markers
ordered through NCA’s Automated
Monument Application System-
Redesign (AMAS-R) by other federal
(for example, Arlington National
Cemetery) and state veterans ceme-
teries, divided by the total number of
headstones and markers ordered by
other federal and state veterans ceme-
teries. (Burial)

Percent of participants
employed first quarter after
program exit
This performance measure is a
Common Measure under develop-

ment with the Departments of Labor,
Education, Health and Human
Services, and Veterans Affairs and will
go into effect in FY 2004. (VR&E)

Percent of participants still
employed three quarters after
program exit
This performance measure is a
Common Measure under develop-
ment with the Departments of Labor,
Education, Health and Human
Services, and Veterans Affairs and will
go into effect in FY 2004. (VR&E)

Percent of patients who report
being seen within 20 minutes
of scheduled appointments at
VA health care facilities
Percent of patients who report in the
Survey of Healthcare Experiences of
Patients (SHEP) that once at the med-
ical center for a scheduled appoint-
ment, they waited for a provider
equal to or less than 20 minutes.
(Medical Care)

Percent of patients with
hepatitis C who have annual
assessment of liver function
The number of patients who are
determined to have hepatitis C who
have an annual blood test to assess
their liver function divided by the
number of patients who have tested
positive for having hepatitis C.
(Medical Care)

Percent of pharmacy orders
entered into the Computerized
Patient Record System (CPRS)
by the prescribing clinician
The risk of error in processing pre-
scriptions is reduced when orders are
entered directly into a computer. This
performance measure is intended to
reduce risk to patients and reduce
variation in the clinical use of CPRS
across the system. The numerator is
the number of pharmacy orders
entered into CPRS by the prescribing
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clinician. The denominator is the
applicable inpatient and outpatient
pharmacy orders entered into VistA.
(Exclusions include those required by
DEA to have a written copy, orders
entered by medical students that
require a co-signature, and protocol
or standing orders.) (Medical Care)

Percent of Presidential
Memorial Certificates that are
accurately inscribed
A Presidential Memorial Certificate
(PMC) conveys to the family of the
veteran the gratitude of the Nation for
the veteran’s service. To convey this
gratitude, each certificate must be
accurately inscribed. This measure
represents the number of PMCs ini-
tially sent to the families of deceased
veterans that are accurately inscribed,
divided by the number of PMCs
issued. (Burial)

Percent of primary care clinic
appointments scheduled
within 30 days of desired date
The waiting time is the number of
days between when the patient identi-
fies the date they want an appoint-
ment and the date of the appointment
regardless of the length of time
between when the request for an
appointment is made and the date for
which the appointment is requested.
(Medical Care)

Percent of respondents who
would recommend the
national cemetery to veterans’
families during their time of
need
The percent of respondents who
agree or strongly agree that they
would recommend the national ceme-
tery to veteran families during their
time of need. (Burial)

Percent of specialist clinic
appointments scheduled
within 30 days of desired date
The waiting time is the number of
days between when the patient identi-
fies the date they want an appoint-
ment and the date of the appointment
regardless of the length of time
between when the request for an
appointment is made and the date for
which the appointment is requested.
(Medical Care)

Percent of statutory minimum
goals met for small business
concerns
The Office of Small and
Disadvantaged Business Utilization
(OSDBU) ensures maximum opportu-
nities for all small businesses in accor-
dance with the Small Business Act, as
amended. (Departmental
Management)

Percent of the Federal
Information Security
Management Act (FISMA –
formerly Government
Information Security Reform
Act) reviews and reporting
requirements completed
FISMA requires an annual security
review of all information technology
(IT) systems. IT system owners com-
plete an on-line survey that asks
about risks, the appropriate levels of
information security controls for the
risks identified, implementing policies
and procedures to cost-effectively
reduce risks to an acceptable level,
and periodically testing and evaluating
the development and maintenance of
controls required to protect Federal
information and information systems
throughout the life cycle of each
agency information system. This infor-
mation is reported to OMB annually
and updated quarterly. (Departmental
Management)

Percent of VA Central Office-
based top management
officials, other key personnel,
and emergency planners who
receive training or, as
applicable, who participate in
exercises relevant to VA’s
COOP plan on the National
level
This measure provides an indicator of
the extent to which senior
Washington-based VA leaders are
trained and prepared to assume effec-
tive leadership roles and ensure conti-
nuity of VA operations in time of
national emergency. (Departmental
Management)

Percent of VA field-based top
management officials, other
key personnel, and emergency
managers who receive training
or, as applicable, who
participate in exercises
relevant to VA’s COOP plan on
the National level
This measure provides an indicator of
the extent to which senior field-based
VA leaders are trained and prepared
to assume effective leadership roles
and ensure continuity of VA opera-
tions in time of national emergency.
(Departmental Management)

Percent of veterans served by
a burial option in a national
cemetery within a reasonable
distance (75 miles) of their
residence
NCA determines the percentage of
veterans served by a burial option in
existing national cemeteries within a
reasonable distance of their residence
by analyzing census data on the veter-
an population. A burial option is
defined as a first family member inter-
ment option (whether for casketed
remains or cremated remains, either
in-ground or in columbaria) in a
national cemetery that is available
within 75 miles of the veteran’s place
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of residence. From 2000 through
2002, actual performance is based on
the VetPop2000 model using updated
1990 census data.  For 2003, actual
performance is based on a revised
VetPop2000 model using 2000 census
data. (Burial)

Percent of veterans served by
a burial option only in a state
veterans cemetery within a
reasonable distance (75 miles)
of their residence
NCA determines the percentage of
veterans served by a burial option
only in a state veterans cemetery
within a reasonable distance of their
residence by analyzing census data on
the veteran population. A burial
option is defined as a first family
member interment option (whether
for casketed remains or cremated
remains, either in-ground or in colum-
baria) in a state veterans cemetery
that is available within 75 miles of the
veteran’s place of residence. From
2000 through 2002, actual perform-
ance is based on the VetPop2000
model using updated 1990 census
data. For 2003, actual performance is
based on a revised VetPop2000 model
using 2000 census data. (Burial)

Percent of veterans using Vet
Centers who report being
satisfied with services, and
responding “yes,” they would
recommend the Vet Center to
other veterans
Since 1979, VA has provided counsel-
ing services to assist veterans in read-
justing to civilian life through a
nationwide system of 206 community-
based counseling facilities known as
Vet Centers. The Vet Centers were the
first VA service program to treat PTSD
systematically in returning war veter-
ans. Vet Centers now provide, in a
non-hospital community setting, a
variety of social services, extensive
community outreach and referral

activities, psychological assessment,
psychological counseling for war-relat-
ed experiences (including PTSD) and
sexual trauma, and family counseling
when needed. Initially restricted to
Vietnam veterans, current law has
extended eligibility for Vet Center
services to any veteran who has
served in the military in a theater of
combat operations or in any area
where armed hostility was occurring
at the time of the veteran’s service.
This performance measure tracks the
percentage of veterans who respond
on the Vet Center Veteran Satisfaction
Survey that they are satisfied with
services and would recommend the
Vet Center to other veterans. (Medical
Care)

Prevention Index II (Special
Populations)
The overall Prevention Index score is
comprised of nine disease or health
factors that measure how well VA fol-
lows nationally recognized primary
prevention and early detection rec-
ommendations that significantly
determine health outcomes.
Indicators within the Index include
screening for influenza,
Pneumococcal pneumonia, tobacco
consumption, alcohol abuse, breast
cancer, cervical cancer, colorectal
cancer, prostate cancer, and choles-
terol levels. The same overall index is
then evaluated for those patients who
meet the definition of a special popu-
lation as a sub-group. (Medical Care)

Program evaluation
An assessment, through objective
measurement and systematic analysis,
of the manner and extent to which
Federal programs achieve intended
outcomes. (Departmental
Management)

Prompt Payment Act
The Prompt Payment Final Rule (for-
merly OMB Circular No. A-125,

“Prompt Payment”) requires Executive
departments and agencies to pay
commercial obligations within certain
time periods and to pay interest
penalties when payments are late.
(Financial)

Property holding time
(months)
The average number of months from
date of custody of a property to the
date of sale of a property acquired
due to defaults on VA-guaranteed
loans. (Housing)

Property, Plant, and
Equipment
Property, plant, and equipment con-
sist of tangible assets, including land,
that have estimated useful lives of 2
years or more, not intended for sale
in the ordinary course of operations,
and have been acquired or construct-
ed with the intention of being used, or
being available for use, by the report-
ing entity. (Financial)

Proportion of discharges from
SCI Center bed sections to
non-institutional settings
Assesses the ongoing functional status
of SCI patients. A non-institutional set-
ting indicates the patient is still func-
tioning at a higher level of
independence. Reflects outcome of
the rehabilitation processes of care.
(Medical Care)

PTSD – Post Traumatic Stress
Disorder
PTSD is an anxiety disorder that can
occur following the experience or wit-
nessing of life-threatening events,
such as military combat, natural disas-
ters, terrorist incidents, serious acci-
dents, or violent personal assaults
such as rape. People who suffer from
PTSD often relive the experience
through nightmares and flashbacks,
have difficulty sleeping, and feel
detached or estranged. These symp-
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toms can be severe enough and last
long enough to significantly impair the
person’s daily life. Common PTSD
stressors in veterans include war zone
stress (e.g., combat and exposure to
mass casualty situations), the crash of
a military aircraft, or sexual assault. VA
is committed to providing an integrat-
ed, comprehensive, and cost-effective
continuum of care for veterans with
PTSD. (Medical Care)

Quality-Access-Satisfaction/
Cost VALUE Index
The QAS/Cost VALUE Index includes
both cost and other domains of value
such as quality, access, and satisfac-
tion that express meaningful out-
comes for VA’s resource investments.
Unlike a simple cost measure that
can lead to false impressions of effi-
ciency, the VALUE measure demon-
strates a balanced perspective of cost
efficiency along with desired out-
comes. The measure simply portrays
the desired outcomes (as percentage
of goals) that VA achieves with its
budgeted resources by establishing a
value relationship of Quality-Access-
Satisfaction to dollars (QAS/cost).
(Medical Care)

Quality – The percentage of
diabetic patients taking the
HbA1c blood test in the 
past year
Clinical Practice guidelines recom-
mend an annual evaluation of HbA1c
testing as it is used to measure long-
range glycemic control. Increased con-
trol decreases potential complications
from diabetes. (Medical Care)

Research and Development
Research and development invest-
ments are expenses included in the
calculation of net costs to support the
search for new or refined knowledge
and ideas and for the application or
use of such knowledge and ideas for
the development of new and

improved products and processes,
with the expectation of maintaining or
increasing national economic produc-
tivity capacity or yielding other future
benefits. (Financial)

Return on sale
The national average on the return
on investment (percentage) on prop-
erties sold that were acquired due to
defaults on a VA-guaranteed loan. It
is the amount received for the prop-
erty (selling price) divided by the
acquisition cost and all subsequent
expenditures for improvements,
operating, management, and sales
expenses. (Housing)

Speed of entitlement decisions
in average days
Average number of days from the
time the application is received until
the veteran is notified of the entitle-
ment decision. (VR&E)

Statement of Budgetary
Resources
A financial statement that provides
assurance that the amounts obligated
or spent did not exceed the available
budget authority, obligations and out-
lays were for the purposes intended
in the appropriations and authorizing
legislation, other legal requirements
pertaining to the account have been
met, and the amounts are properly
classified and accurately reported.
(Financial)

Statement of Changes in 
Net Position
A financial statement that provides the
manner in which VA’s net costs were
financed and the resulting effect on
the Department’s net position.
(Financial)

Statement of Financing
A financial statement that explains
how budgetary resources obligated
during the period relate to the net

cost of operations. It also provides
information necessary to understand
how the budgetary resources finance
the cost of operations and affect the
assets and liabilities of the
Department. (Financial)

Statement of Net Costs
A financial statement that provides
information to help the reader under-
stand the net costs of providing specif-
ic programs and activities, and the
composition of and changes in these
costs. (Financial)

Statement of Written
Assurance
A statement of written assurance is
required by the Federal Managers’
Financial Integrity Act. Each year, the
head of each executive agency must
prepare a statement that the
agency’s systems of internal account-
ing and administrative control fully
comply with the requirements of the
law, or that they do not comply. In
the latter case, the head of the
agency must include a report in
which (a) material weaknesses in the
agency’s system of internal account-
ing and administrative controls are
identified, and (b) the plans and
schedules for correcting any such
weaknesses. (Financial)

Statistical quality index
A quality index that reflects the num-
ber of correct actions found in
Statistical Quality Control reviews,
measured as a percentage of total
actions reviewed. (Housing)

Status of Budgetary Resources
Obligations incurred, the unobligated
balances at the end of the period that
remain available, and unobligated bal-
ances at the end of the period that are
unavailable except to adjust or liqui-
date prior year obligations. (Financial)
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Stewardship Land
Land not acquired for or in connec-
tion with items of general property,
plant, and equipment. (Financial)

Stewardship Property, Plant,
and Equipment
Assets whose physical properties
resemble those of general PP&E that
are traditionally capitalized in finan-
cial statements. However, due to the
nature of these assets, (1) valuation
would be difficult and (2) matching
costs with specific periods would not
be meaningful. Stewardship PP&E
consists of heritage assets, national
defense PP&E, and Stewardship
Land. (Financial)

Telehealth
The use of electronic communications
and information technology to pro-
vide and support health care when
distance separates the participants. It
includes health care practitioners
interacting with patients, and patients
interacting with other patients.
(Medical Care)

Telemedicine
The provision of care by a licensed
independent health care provider that
directs, diagnoses, or otherwise pro-
vides clinical treatment delivered
using electronic communications and
information technology when distance
separates the provider and the
patient. (Medical Care)

Telephone activities -
abandoned call rate
Nationwide, the percentage of call
attempts for which the caller gets
through, but hangs up before talking
to a VA representative. (C&P,
Education)

Telephone activities - blocked
call rate
Nationwide, the percentage of call
attempts for which callers receive a

busy signal because all circuits were
in use. (C&P, Education)

Unobligated Balances
Balances of budgetary resources that
have not yet been obligated.
(Financial)

VA Domiciliary
A VA domiciliary provides comprehen-
sive health and social services in a VA
facility for eligible veterans who are
ambulatory and do not require the
level of care provided in nursing
homes. (Medical Care)

VA Hospital
A VA hospital is an institution that is
owned, staffed, and operated by VA
and whose primary function is to pro-
vide inpatient services. Note: Each
division of an integrated medical cen-
ter is counted as a separate hospital.
(Medical Care)

VA Regional Office
A VA Regional Office is a VBA office
located in each state that receives and
processes claims for VA benefits.
(VBA)

Value of monetary benefits
from IG audits
A quantification of funds that could be
used more efficiently if management
took actions to complete recommen-
dations pertaining to deobligating
funds, costs not incurred by imple-
menting recommended improve-
ments, and other savings identified in
audit reports. (OIG)

Value of monetary benefits
from IG contract reviews
The sum of the questioned and
unsupported costs, identified in pre-
award contract reviews, that the IG
recommends be disallowed in negoti-
ations unless additional evidence sup-
porting the costs is provided. (OIG)

Value of monetary benefits
from IG investigations
Includes court fines, penalties, restitu-
tion, civil judgments, and investigative
recoveries and savings. (OIG)

Veterans Integrated Service
Network (VISN)
The 21 VISNs are integrated networks
of health care facilities that provide
coordinated services to veterans to
facilitate continuity through all phases
of healthcare and to maximize the use
of resources. (Medical Care)

Veterans satisfaction
The percentage of veterans answering
the survey that were very satisfied or
somewhat satisfied with the process
of obtaining a VA home loan.
(Housing)

Waiting time for new primary
care appointments, percent
within 30 days
The waiting time is the percent of the
time that the number of days between
when a primary care appointment is
requested and the date of the
appointment is 30 days or less.
(Medical Care)

Waiting time for new specialty
care appointments, percent
within 30 days
The waiting time is the percent of the
time that the number of days between
when a specialty care appointment is
requested and the date of the
appointment is 30 days or less.
(Medical Care)
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List of Abbreviations and Acronyms

AAC
Austin Automation Center

ADR
Alternate Dispute Resolution

AHA
American Hospital Association

AICPA
American Institute of Certified Public
Accountants

AMAS-R
Automated Monument Application
System–Redesign

ARC
Allocation Resources Center

AZT
Azidothymidine

BDD
Benefits Delivery at Discharge

BDN
Benefits Delivery Network

BDOC
Bed Days of Care

BEC
Benefits Executive Council

BOB
Business Oversight Board

BOSS
Burial Operations Support System

BPA
Blanket Purchase Agreement

BVA
Board of Veterans’ Appeals

C&P
Compensation and Pension

CAMS
Capital Asset Management System

CAP
Combined Assessment Program

CAPRI
Compensation and Pension Records
Interchange

CARES
Capital Asset Realignment for
Enhanced Services

CBOC
Community-based Outpatient Clinic

CDC
Centers for Disease Control and
Prevention

CDCI II
Chronic Disease Care Index II

CFO
Chief Financial Officer 

CFS
Consolidated Financial Statements

CHL
Countrywide Home Loans

CIO
Chief Information Officer

CIRC
Central Incident Response Capability

CMOP
Consolidated Mail Outpatient
Pharmacy

CMS
Centers for Medicare and Medicaid
Services

CNH
Community Nursing Homes

COLAs
Cost of Living Adjustments

COOP
Continuity of Operations Plan

CoreFLS
Core Financial and Logistics System

CPRS
Computerized Patient Record System

CPTS
Centralized Property Tracking System

CSMAS
Competitive Sourcing and
Management Analysis Service

CSO
Commissioners Standard Ordinary

CSP
Cyber Security Professionalization

CSRS
Civil Service Retirement System

CWT
Compensated Work Therapy

CWT/TR
Compensated Work
Therapy/Transitional Residential

DCHV
Domiciliary Care for Homeless
Veterans

DFAS
Defense Finance and Accounting
Service

DIC
Dependency and Indemnity
Compensation

DMC
Debt Management Center
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DoD
Department of Defense

DOE
Department of Energy

DOL
Department of Labor

DOOR
Distribution of Operational Resources

DSS
Decision Support System

EA
Enterprise Architecture

ECAP
Electronic Certification Automated
Processing

ECSIP
Enterprise Cyber Security
Infrastructure Project

EDI
Electronic Data Interchange

EFO
Enterprise Fund Office

EPA
Environmental Protection Agency

FAIR Act
Federal Activities Inventory Reform
Act

FASAB
Federal Accounting Standards
Advisory Board

FASB
Financial Accounting Standards
Board

FATS
Foreclosure Avoidance Through
Servicing

FECA
Federal Employees’ Compensation
Act

FERS
Federal Employees Retirement
System

FFMIA
Federal Financial Management
Improvement Act

FIFO
First In First Out

FISCAM
Federal Information System Controls
Audit Manual

FISMA
Federal Information Security
Management Act

FITSAF
Federal Information Technology
Security Assessment Framework

FMFIA
Federal Managers’ Financial Integrity
Act

FMS
Financial Management System

FQAM
Financial Quality Assurance Manager

FSC
Financial Services Center

FSQAS
Financial & Systems Quality
Assurance Service

FSS
Federal Supply Schedule

FTE
Full-time Equivalent

FY
Fiscal Year

G&EC
Geriatrics and Extended Care

GAAP
Generally Accepted Accounting
Principles

GAO
General Accounting Office

GMRA
Government Management Reform
Act

GPO
Government Printing Office

GPRA
Government Performance and
Results Act

GSA
General Services Administration

GWVIS
Gulf War Veterans Information
System

HCHV
Health Care for Homeless Veterans

HEC
Health Eligibility Center

H/HHA
Homemaker/Home Health Aide

HIM
Health Information Management

HIPAA
Health Information Portability and
Accountability Act

HUD
Department of Housing and Urban
Development

HUD-VASH
HUD-VA Supported Housing

IDS
Intrusion Detection System

IFCAP
Integrated Funds Distribution,
Control Point Activity, Accounting
and Procurement

IHS
Indian Health Service
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IMS
Inventory Management System

ISO
Information Security Officer

IT
Information Technology

IVM
Income Verification Match

JEC
Joint Executive Council

LETC
Law Enforcement Training Center

LS&C
Loan Service & Claims

MAP-D
Modern Award Processing -
Development

MCCF
Medical Care Collections Fund

MEO
Most Efficient Organization

MPI
Master Patient Index

MSN
Memorial Service Network

MVPC
Minority Veterans Program
Coordinators

NAC
National Acquisition Center

NCA
National Cemetery Administration

NEPEC
Northeast Program Evaluation Center

NIH
National Institutes of Health

NOD
Notice of Disagreement

NSLI
National Service Life Insurance

NSOC
Network and Security Operations
Center

OA&MM
Office of Acquisition and Materiel
Management

OAEM
Office of Asset Enterprise
Management

OCIS
Office of Cyber and Information
Security

OGC
Office of General Counsel

OHRM
Office of Human Resources
Management

OIG
Office of Inspector General

OM
Office of Management

OMB
Office of Management and Budget

OPM
Office of Personnel Management

ORD
Office of Research and Development

OSDBU
Office of Small and Disadvantaged
Business Utilization

OSGLI
Office of Servicemembers’ Group Life
Insurance

OWCP
Office of Workers’ Compensation
Program

P&F
Program and Financing

PA&I
Office of Performance Analysis and
Integrity

PAID
Personnel and Accounting Integrated
Data

PART
Program Assessment Rating Tool

PBSC
Performance-based Service
Contracting

PFSS
Patient Financial Service System

PI II
Prevention Index II

PKI
Public Key Infrastructure

PLOU
Portfolio Loan Oversight Unit

PMC
Presidential Memorial Certificate

PP&E
Property, Plant & Equipment

PTSD
Post Traumatic Stress Disorder

QA
Quality Assurance

QAS
Quality-Access-Satisfaction

QM
Quality Management

R&D
Research and Development

RBA2000
Rating Board Automation 2000

REMIC
Real Estate Mortgage Investment
Conduits
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REO
Real Estate Owned

RID
Review and Inspections Division

RMC
Records Management Center

RO
Regional Office

RPO
Regional Processing Office

RVSR
Rating Veteran Service Representative 

S&IC
Security and Investigations Center

S-DVI
Service-Disabled Veterans Insurance

SFFAS
Statement of Federal Financial
Accounting Standards

SGLI
Servicemembers’ Group Life
Insurance

SHEP
Survey of Healthcare Experiences of
Patients

SKIPPES
Skills, Knowledge, and Insurance
Practices and Procedures Embedded
in Systems

SMC
Strategic Management Council

SQC
Statistical Quality Control

SSA
Social Security Administration

SSN
Social Security Number

STAR
Statistical Technical Accuracy Review

SVES
State Verification and Exchange
System

SVH
State Veterans Home

SWA
Statement of Written Assurance

TAP
Transition Assistance Program

TBI
Traumatic Brain Injury

TMP
Telecommunications Modernization
Project

TOP
Treasury Offset Program

TPSS
Training and Performance Support
System

TREASURY
Department of the Treasury (U.S.
Treasury)

TRICARE
DoD-Managed Care Support Contract

UME
Unreimbursed Medical Expense

U.S.C.
United States Code

USGLI
United States Government Life
Insurance

VA
Department of Veterans Affairs

VACERT
VA Electronic Education Certification
Program

VACO
VA Central Office

VAEB
VA Executive Board

VAMC
VA Medical Center

VA RC&V
VA Records Center and Vault

VARO
VA Regional Office

VBA
Veterans Benefits Administration

VCAA
Veterans Claims Assistance Act

VERA
Veterans’ Equitable Resource
Allocation

VGLI
Veterans’ Group Life Insurance

VHA
Veterans Health Administration

VISN
Veterans Integrated Service Network 

VistA
Veterans Health Information Systems
and Technology Architecture

VMLI
Veterans’ Mortgage Life Insurance

VR&E
Vocational Rehabilitation and
Employment

VRI
Veterans’ Reopened Insurance

VSLI
Veterans’ Special Life Insurance

WAN
Wide Area Network

WCP
Workers’ Compensation Program
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Finance, Deputy CFO

MARY J. HOLLANDER
Performance Measurement

JIMMY A. NORRIS
Veterans Health 
Administration, CFO

STANLIE DANIELS, RN
Veterans Health 
Administration, Quality and
Performance

D. MARK CATLETT
Principal Deputy Assistant Secretary
for Management

ROMANO MASCETTI, III 
Associate Deputy Assistant Secretary
for Financial Policy

JAMES G. BRADLEY
Financial Statements - Preparation

JAMES M. BOHMBACH
Veterans Benefits Administration,
CFO

R. SANDY BOWRON
Veterans Benefits Administration,
Performance Analysis and Integrity

RICHARD J. GRIFFIN
Inspector General

MICHAEL SLACHTA, JR.
Assistant Inspector General for
Auditing

MARIE A. MAGUIRE
Financial Statements - Audit

DANIEL A. TUCKER
National Cemetery 
Administration, CFO

JOHN E. GAEGLER
National Cemetery 
Administration, Policy and Planning
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