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National Cemetery Administration
Performance Plan & Funding Summa

Mission

VA honors Veterans with final resting places in national shrines and with lasting
tributes that commemorate their service to our Nation.

Stakeholders

The stakeholders of VA’s burial programs are varied and diverse. Our primary
stakeholders are those who are the direct beneficiaries of VA burial benefits:
Veterans and their families. Veterans service organizations and professionals in
the funeral and mortuary industry are also noteworthy stakeholders. Various
components of the Department of Defense (DoD) and members of active duty and
reserve forces comprise yet another significant stakeholder group. In addition,
members of a number of environmental groups, historical and genealogical
societies, as well as the general public must be included.

The inclusion of families takes into account the significance of next of kin, since
not only eligible Veterans but also their eligible family members may receive
burial benefits. It is important that these Veterans, widows, widowers, and other
family members are treated with compassion and dignity at the time of their
bereavement and when they return to visit the gravesite, and that the cemetery’s
entire appearance is maintained in a manner befitting a national shrine.

Veterans service organizations are key stakeholders and partners in the VA
mission. These organizations act as a voice for Veterans and their families, and as
advocates for their needs and expectations. At many national cemeteries, they are
important partners in providing support for military funeral honors.

State governments, wusually operating through their Veterans Affairs
Departments, play an increasingly important role in providing service to Veterans
and their families. By establishing and operating state Veterans cemeteries as a
complement to VA national cemeteries, they provide burial options for Veterans
and their families.
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Funeral directors are another significant stakeholder group. These professionals
are often the spokespersons for the Veteran or next of kin and are also directly
involved in the delivery of VA services through the coordination of committal
services and interments. Funeral directors may also assist families in applying for
headstones and markers.

Private cemeteries must also be included as stakeholders. Each year, VA furnishes
more than 200,000 headstones and markers for Veterans’ gravesites in private
cemeteries.

Veterans’ families expect that appropriate military funeral honors will be
provided at national cemeteries in recognition of the Veteran's service to our
Nation. The provision of military funeral honors is part of the mission of DoD,
but it requires a close and collaborative partnership between NCA and DoD. DoD
and the uniformed forces of each branch of service must be incorporated into any
list of NCA stakeholders in recognition of the important role they play in
honoring those who have served.

NCA must also consider other groups of interested and concerned citizens, as
well as members of the general public as stakeholders. Many of our national
cemeteries date from the Nation’s Civil War and are listed on the National
Register of Historic Places. As such, they are of interest to historical societies and
individuals interested in history and genealogical research. As national shrines,
national cemeteries are also visited by individuals, families, and touring groups
who may not have family members interred in a national cemetery. NCA is
responsible to all Americans for the prudent management of tax dollars and the
sound environmental management of the land.

Finally, it is also appropriate to recognize stakeholders within the Department:
the Veterans Benefits Administration, the Veterans Health Administration, and
headquarters staff offices. All VA organizational elements are important partners
with NCA in providing seamless service to Veterans and their families.
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Activities and Programs

The National Cemetery Administration (NCA) administers a number of related
burial benefits programs:

e National Cemeteries: Bury eligible Veterans and family members in national
cemeteries and maintain the graves and their environs as national shrines;

e State Cemetery Grants: Provide aid to states in establishing, expanding, or
improving state Veterans cemeteries;

e Headstones and Markers: Furnish headstones and markers for the graves of
eligible persons in national, state, and private cemeteries;

e Presidential Memorial Certificates: Provide certificates to families of deceased
Veterans, recognizing the Veteran's contribution and service to the Nation;
and

e Outer Burial Receptacles: Provide a graveliner or partial reimbursement for a
privately purchased outer burial receptacle for each new grave in open
national cemeteries administered by NCA.
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Summary of Budget Authority for NCA Programs
(dollars in thousands)
2009
2008 Budget  Current 2010  Increase(+)
Actual Estimate Estimate Estimate Decrease(-)
Operations and Maintenance ~ $193,858 $180,959 $230,000,, $242,000 +12,000
Major Construction.............. 167,400 105,000 105,000 112,200 +7,200
Minor Construction............. 75,000 25,000 87,000 50,720 -36,280
Grants for Construction of
State Veterans Cemeteries. 39,500 32,000 42,000 42,000 0
Facilities Operation Fund ... 9 100 143 150 +7
National Cemetery Gift
Fund.....ccooevieiiiieeee, 105 180 200 215 +15
Compensation and Pensions:
Headstones & Markers..... 46,100 44,800 44,200 45,500 +1,300
Graveliners &

OBR Reimbursements..... 60,900 37,100 61,300 49,500 -11,800
Regular Budget Authority $582,872 $425,139 $569,843 $542,285 -$27,558
American  Recovery  and 0 0 50,000 0 -$50,000
Reinvestment Act of 2009 ...

Total Budget Authority ... $582,872 $425,139 $619,843 $542,285 -$77,558
1/ The 2009 current estimate includes additional funds as appropriated in P.L. 110-329: Consolidated Security, Disaster
Assistance and Continuing Appropriations Act, 2009.

Relationships Among Programs and Appropriations

NCA receives funding from eight appropriation accounts. The Operations and
Maintenance appropriation funds the operation of 128 operational national
cemeteries, the continued activation of three new national cemeteries, and
33 other cemeterial installations, as well as their maintenance as national shrines.
It also funds the costs of administering four related programs: the State Cemetery
Grants program, the Headstone and Marker program, the Presidential Memorial
Certificate (PMC) program, and the Outer Burial Receptacle program. The costs of
producing and mailing PMCs are also funded from this appropriation. Beginning
in 2006, the information technology and telecommunications costs of
administering NCA programs are being funded from the new VA Information
Technology (IT) appropriation instead of the Operations and Maintenance
appropriation.

Making burial options available to Veterans requires the development of new
national cemeteries, the development of additional gravesites at existing national
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cemeteries, and the establishment and expansion of state Veterans cemeteries.
These requirements are met through three capital appropriation accounts. New
national cemetery construction is funded from the Major Construction
appropriation. Gravesite development projects, as well as national cemetery
improvement projects, are funded from VA’s Major and Minor Construction
appropriations. The funding requests and justifications for these two
appropriations are found in the Construction Programs volume; however, a
summary of the NCA construction program is provided in section C of this NCA
chapter.

The Grants for Construction of State Veterans Cemeteries appropriation, the third
capital account, funds the establishment, expansion, and improvement of state
Veterans cemeteries.

The National Cemetery Administration Facilities Operation Fund is financed by
the proceeds from leases of undeveloped land and unused or underutilized
buildings. The funds are applied towards the costs of operating and maintaining
NCA property.

The National Cemetery Gift Fund is a trust fund that uses gifts from private
donors for beautification and improvement of cemetery grounds, such as
landscaping, walkways, and benches.

The Compensation and Pensions (C&P) appropriation funds the purchase and
transportation costs for headstones and markers, graveliners, pre-placed crypts,
as well as funding the partial reimbursements for privately purchased outer
burial receptacles. This appropriation is presented in a separate budget chapter.
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Program Highlights

Annual Veteran deaths were estimated at 658,000 in 2008, and have begun to
slowly decline. However, with the opening of new national cemeteries, annual
interments will increase from 103,000 in 2008 to an estimated 112,000 in 2010.
Interments in 2014 are expected to be about 113,000, a 10 percent increase from
2008. The total number of graves maintained is also expected to increase during
the planning time frame from 2.9 million in 2008 to approximately 3.4 million in
2014.

With the activation of six new national cemeteries by 2010, NCA will encompass
131 existing national cemeteries, and 33 other cemeterial installations. As annual
interments and total gravesites used increase, cemeteries deplete their inventory
of space and are no longer able to accept casketed or cremated remains of first
family members for interment. This reduces the burial options available to
Veterans. At the end of 2010, 71 national cemeteries will contain available,
unassigned gravesites for the burial of both casketed and cremated remains; 17
will accept only cremated remains and remains of family members for interment
in the same gravesite as a previously deceased family member; and 43 will
perform only interments of family members in the same gravesite as a previously
deceased family member.

By 2010, six new national cemeteries will have opened to serve Veterans in the
areas of Bakersfield, California; Birmingham, Alabama; Columbia/Greenville,
South Carolina; Jacksonville, Florida; Sarasota County, Florida; and Bucks
County, Pennsylvania. By the year 2014, six more national cemeteries (Ft.
Rosecrans, California; Baltimore, Maryland; Finns Point, New Jersey; Alexandria,
Louisiana; Fort Leavenworth, Kansas; and New Albany, Indiana) will exhaust
their supply of available, unassigned gravesites. However, overlapping service
areas will reduce the potential number of Veterans losing reasonable access to a
burial option in the areas of Fort Rosecrans, Baltimore, Finn's Point, Fort
Leavenworth, and New Albany National Cemeteries as Veterans in these areas
will remain served by other national cemeteries within 75 miles.

A satellite cemetery for Fort Rosecrans National Cemetery, located at Miramar
Marine Corps Air Station, California, is scheduled to open in 2010. This facility
will prevent loss of service to Veterans in the San Diego service area when Ft.
Rosecrans National Cemetery closes. Also, Riverside National Cemetery, whose
service area overlaps that of Fort Rosecrans National Cemetery, will continue to
serve Veterans living in the San Diego area.
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As cemetery service capabilities decrease, Veterans may lose access to burial
options located within a reasonable distance of their homes. In order to ensure
that burial options continue to be provided for eligible Veterans and their family
members, NCA needs to explore burial options for unserved centers of Veteran
population; expand existing national cemeteries where appropriate; maintain a
national cemetery presence in existing service areas; develop more effective use of
available burial space; and encourage individual states to develop state Veterans
cemeteries through the State Cemetery Grants Program.

All VA national cemeteries are valuable historic assets of our Nation and
important sites for patriotic and commemorative events. NCA needs to continue
to emphasize the use of VA's national cemeteries to teach American history to
students and communities, with a special emphasis on Veterans and their role in
the history of our Nation. NCA also needs to continue to focus on hosting
ceremonies and memorial services at national cemeteries to honor those who
made the supreme sacrifice.

NCA’s Memorial Programs Service (MPS) is responsible for administering the
Headstone and Marker and the Presidential Memorial Certificate (PMC)
programs. MPS receives and processes applications for headstones and markers;
determines eligibility of the decedent; assists Veterans, next-of-kin, Veterans
service organizations, funeral homes, and other customers with status,
replacements, and general information concerning government headstones and
markers to be installed on graves in private cemeteries; and administers the PMC
program by providing certificates to families of deceased Veterans. In 2008, NCA
processed over 361,000 applications for headstones and markers for placement in
national, state, other public, or private cemeteries. The number of headstone and
marker applications processed is expected to be about 337,000 in 2014. NCA
issued more than 511,000 Presidential Memorial Certificates in 2008, and expects
to issue approximately 461,000 in the year 2014.
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Table 1: Performance Summary Table
ALL MEASURES

4-Year Results History Annual Targets
Measure Current Budget

Description Year Year

ety | I 2006 2007 2008 (Final) | (Request) | Strategic

2009 2010 Target

Strategic Goal 3
Honor and serve Veterans in life and memorialize them in death for their sacrifices on behalf of the
Nation.
Objective 3.4
Ensure that the burial needs of Veterans and eligible family members are met.

1) Percent of
Veterans served by
a burial option
within a reasonable
distance (75 miles)
of their residence
2) Percent of
respondents who
rate the quality of
service provided by 94% 94% 94% 94% 98% 98% 100%
the national
cemeteries as
excellent

3) Percent of funeral
directors who
respond that
national cemeteries
confirm the
scheduling of the
committal service
within 2 hours

4) Percent of
requests from
funeral directors for
interment at
national cemeteries
that are received
electronically
(Internet)

77.1% 80.2% 83.4% 84.2% 86.9% 90.0% 90.0%

73% 74% 72% 72% 81% 82% 93%

N/Av N/Av N/Av N/Av Baseline TBD 50%

Objective 3.5
Provide Veterans and their families with timely and accurate symbolic expressions of remembrance.
5) Percent of graves
in national
cemeteries marked 94% 95% 94% 93% 95% 95% 95%
within 60 days of
interment
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Table 1: Performance Summary Table
ALL MEASURES
4-Year Results History Annual Targets

Measure Current Budget

Description Year Year )
(Key Measures in bold) 2005 2006 2007 2008 (Final) (Request) Strate g1c

2009 2010 Target

6) Percent of
applications for
headstones and
markers that are
processed within 20 13% 62% 38% 95% 90% 90% 90%
days for the graves
of Veterans who are
not buried in
national cemeteries
7) Percent of
headstones and
markers that are
delivered
undamaged and
correctly inscribed
8) Percent of
headstone and
marker applications
from private
cemeteries and N/Av N/Av N/Av 46% 50% 52% 75%
funeral homes
received
electronically via fax
or Internet

96% 96% 96% 96% 98% 98% 98%

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

9) Percent of
respondents who
rate national
cemetery
appearance as
excellent
10) Percent of
respondents who
would recommend
the national 98% 98% 98% 98% 99% 99% 100%
cemetery to Veteran
families during their
time of need
11) Percent of
headstones and/or
markers in national
cemeteries that are
at the proper height
and alignment

98% 97% 97 % 98% 99% 99% 100%

70% 67% 69% 65% 76% (1) 85% 90%
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Table 1: Performance Summary Table
ALL MEASURES
4-Year Results History Annual Targets

Measure Current Budget

Description Year Year .
(Key Measures in bold) 2005 2006 2007 2008 (Final) (Request) Sfl'ateglc

2009 2010 Target

12) Percent of
headstones,
markers, and niche
covers that are clean 72% 77% 75% 84% 90% (1) 93% 95%
and free of debris or
objectionable
accumulations

13) Percent of
gravesites that have
grades that are level
and blend with
adjacent grade
levels

14) Percent of
national cemetery
buildings and
structures that are
assessed as N/Av N/Av N/Av N/Av Baseline TBD 90%
“acceptable”
according to
National Shrine
Standards

84% 86% 83% 86% 90% (1) 93% 95%

N/ Av = past history is not available

(1) Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of
2009, P.L. 111-5.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

1) Percent of Veterans served by a burial option within a reasonable distance (75 miles) of their
residence

a) Means and Strategies:

e Develop additional VA national cemeteries.

e Expand existing VA national cemeteries.

e Make more effective use of available burial space.

e Provide grants through the State Cemetery Grants Program (SCGP) to establish or expand state
Veterans cemeteries.

b) Data Source: VetPop2007 version 1.0 model using 2000 census data

c) Data Verification:

e VA's Office of the Inspector General performed an audit in 1999 assessing the accuracy of the data
used to determine the percent of Veterans served by a burial option within a reasonable distance (75
miles) of their residence.

e Data were revalidated in 2002 in a 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.

d) Measure Validation:

e VA established a 75-mile service area standard because NCA data determined that more than 80
percent of persons interred in VA national cemeteries resided within 75 miles of the cemetery at their
time of death.

e) Cross-Cutting Activities:

e NCA partners with states to provide Veterans and their eligible family members with burial options
through the State Cemetery Grants Program.

e NCA works closely with all State Directors of Veterans Affairs and meets regularly with delegations
from states and cities to facilitate the partnership to meet the burial needs of Veterans.

f) External Factors: None

g) Other Supporting Information:

e In 2008 an independent evaluation of the VA Burial Benefits Program was completed.

e NCA leadership is using the results of the evaluation to provide direction for improving access to a
burial option for more Veterans.

Workload Indicators - Objective 3.4

2005 2006 2007 2008 2009 2010 2014

Interments performed:

Full-casket 57,201 | 57,620 57,845( 58,725| 60,500| 63,000 64,900
In-ground cremain 24,679 26,108| 27,054 27,472 27,900| 28,500 26,500
Columbaria niche 11,365 | 13,069| 15,286| 17,078 | 19,200| 20,000| 21,800

Total interments 93,245 | 96,797|100,185|103,275 107,600 | 111,500 | 113,200

The number of interments performed includes interments of both Veterans and eligible family members.
Detail is provided to show type of interment. In 2008, cremations comprised more than 43 percent of all
interments in national cemeteries.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

2) Percent of respondents who rate the quality of service provided by the national cemeteries as
excellent

a) Means and Strategies:

¢ Obtain feedback from Veterans, their families, and other cemetery visitors to ascertain how they
perceive the quality of service provided by VA national cemeteries.

¢  Conduct focus groups to collect data on stakeholder expectations and their perceptions related to the
quality of service provided by VA national cemeteries.

b) Data Source: NCA’s annual Survey of Satisfaction with National Cemeteries

c) Data Verification:

e VA Headquarters staff oversees the data collection process.

e VA Headquarters staff provides an annual report on a national level describing the sampling plan
and survey methodology.

d) Measure Validation:

e Animportant element in ensuring burial needs of Veterans and eligible family members are met is
providing high-quality, courteous, and responsive service.

e) Cross-Cutting Activities:

e NCA works closely with DoD components and Veterans service organizations to provide military
funeral honors.

e NCA works closely with funeral directors to improve responsiveness and quality of scheduling
services.

f) External Factors:

e Veterans and their families may experience feelings of dissatisfaction when expectations concerning
military funeral honors are not met.

o Dissatisfaction with services provided by the funeral home can adversely affect the public’s
perceptions regarding the quality of service provided by the VA national cemetery.

g) Other Supporting Information: Same as measure #1.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

5) Percent of graves in national cemeteries marked within 60 days of interment

a) Means and Strategies:

e Reengineer business processes, such as ordering and setting headstones and markers, to improve
performance in providing Veterans and their families with timely and accurate symbolic expressions
of remembrance.

e Continue the local inscription program to decrease the time it takes to mark a grave after interment in
a VA national cemetery.

e Provide NCA field and office employees with on-line access to monthly and fiscal year-to-date
tracking reports on timeliness of marking graves in VA national cemeteries.

b) Data Source: NCA's Burial Operations Support System (BOSS)

¢) Data Verification:

e NCA Central Office employees who are trained and skilled in data collection and analysis collect and
verify the data. Data are verified by sampling against source interment data in BOSS.

d) Measure Validation:

e The amount of time it takes to mark the grave after an interment is important to Veterans and their
family members.

e) Cross-Cutting Activities:

¢ NCA furnishes headstones and markers for national cemeteries administered by the Department of
the Army (DA) and the Department of the Interior (DOI).

¢ Arlington National Cemetery, which is administered by DA; Andrew Johnson National Cemetery and
Andersonville National Cemetery, which are administered by DOI; and a majority of state Veterans
cemeteries order headstones and markers directly through NCA’s BOSS.

f) External Factors:

e  Outside contractual performance greatly affects the quality and timeliness of service provided to
Veterans and families.

e  Extremes in weather, such as periods of excessive rain or snow, or extended periods of freezing
temperatures that impact ground conditions can cause delays in the delivery and installation of
headstones and markers.

g) Other Supporting Information: Same as measure #1.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

6) Percent of applications for headstones and markers that are processed within 20 days for the graves
of Veterans who are not buried in national cemeteries

a) Means and Strategies:

¢  Use online ordering through NCA’s Automated Monument Application System (AMAS).

¢  Electronically transmit all headstones and marker orders to contractors.

b) Data Source: AMAS

¢) Data Verification:

e VA Headquarters staff oversees the data collection process to verify data accuracy and integrity.

d) Measure Validation:

e Measuring the timeliness of processing headstone and marker applications for the graves of Veterans
who are not buried in national cemeteries is important because it helps ensure the timely delivery of
headstones and markers.

e) Cross-Cutting Activities: Same as measure #5.

f) External Factors: None

g) Other Supporting Information:

e NCA and the VA Office of Information Technology are in the process of testing and implementing an
Internet-based headstone and marker application to improve the processing of headstone and marker
applications submitted for the graves of Veterans who are not buried in a VA national cemetery.

Workload Indicators - Objective 3.5
2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2014

Number of headstone and
marker applications

processed 363,627| 336,266 359,530| 361,192(359, 500| 351,043 337,014
Number of PMCs issued 487,809 405,538( 423,143| 511,353| 517,290, 480,434 461,234

The number of applications processed for Government-furnished headstones and markers includes those
that have been disapproved and cancelled orders. NCA will continue to ensure that Presidential
Memorial Certificates (PMCs) are delivered accurately and timely.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

9) Percent of respondents who rate national cemetery appearance as excellent

a) Means and Strategies:

e  Establish standards and measures by which NCA can determine the effectiveness and efficiency of its
operations.

¢ Continue the Organizational Assessment and Improvement (OAI) Program to identify and prioritize
continuous improvement opportunities within VA national cemeteries and enhance program
accountability throughout NCA.

b) Data Source: NCA’s annual Survey of Satisfaction with National Cemeteries

c) Data Verification: Same as measure #2.

d) Measure Validation:

e Same as measure #2.

e) Cross-Cutting Activities:

e NCA continues to partner with other Federal and civic organizations that provide volunteers to assist
in maintaining the appearance of VA national cemeteries.

e NCA is working with VA’s Office of the General Counsel (OGC) and outside patent counsel to obtain
patents for NCA-developed technology.

f) External Factors:

e  Through the duration of time, cemeteries experience a number of environmental changes that may
require extensive maintenance.

e Extremes in weather, such as excessive groundwater, rain, or drought, can result in or exacerbate
sunken graves, sunken markers, soiled markers, inferior turf cover, and weathering of columbaria.

g) Other Supporting Information:

Workload Indicators - Objective 4.5

2005 2006 2007 2008 2009 2010 2014
Occupied graves maintained:
In-ground casket 2,349,786 2,391,128| 2,430,440 2,470,798( 2,513,000] 2,558,000 2,733,000
In-ground cremain 272,543 289,175 305,420 322,445 340,000 357,000 419,000
Columbaria niches 83,725 94,331 107,117 121,329, 137,000 153,000 223,000
Total 2,706,054| 2,774,634| 2,842,977 2,914,572 2,990,000 3,068,000 3,375,000
Developed acres maintained 7,186] 7,272 7,413 7,566 7,803 8,015 8,699

The number of graves and developed acres that must be maintained in accordance with NCA standards
continues to increase.
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National Cemetery Administration
Operations and Maintenance

Appropriation Language

For necessary expenses of the National Cemetery Administration for operations
and maintenance, not otherwise provided for, including uniforms or allowances
therefore; cemeterial expenses as authorized by law; purchase of one passenger
motor vehicle for use in cemeterial operations; hire of passenger motor vehicles;
and repair, alteration or improvement of facilities under the jurisdiction of the
National Cemetery Administration, [$230,000,000] $242,000,000 of which not to
exceed [$23,000,000] $24,200,000 shall be available until September 30, [2010] 2011.
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Appropriation Highlights

(dollars in thousands)

2009

2008 Budget Current 2010 Increase(+)
Actual Estimate Estimatei; Estimate Decrease(-)

Average employment 1,512 1,603 1,603 1619 +16
Field Activities:
Cemeterial programs.........cceecveceevennen $161,441 $145,957 $193,879 $204,679 +$10,800
Memorial programs..........cccccceceeerurununnes 5,708 5,581 6,091 6,219 +128
Operations Support Center ... 3,670 2,518 3,965 4,068 +103
Recovery Act ..o, 0 0 40,000 10,000 -30,000
Headquarters:
Central Office ......ccovvevveivieieerieieiieieeenns 16,656 19,693 18,241 19,014 +773
Memorial Service Networks.. 7,452 7,367 8,024 8,220 +196
Total obligations $194,927 $181,116 $270,200 $252,200 -$18,000
Reimbursements (=) .......cccceevvevererrereennen -71 -135 -178 -178 0
Unob. Bal. Trans. to Unexpired Acct. (-) -725 0 -227 0 +227
Available Balance BOY (-) ...c.cccceeveeencne. -723 -221 -28 -10,255 -10,227
Available Balance EOY .....cocvevevvveeennenn. +28 +221 +10,255 +255 -10,000
Recycling Revenue (-) ......ccccccceevveverennene -4 -22 -22 -22 0
Balance EXpiring.........cccccccccevvevnnnenenences +426 0 0 0 0
Transfer to Construction....................... +1,142 0 0 0 0
Total Budget authority $195,000 $180,959 $280,000 $242,000 -$38,000
Regular Appropriation $195,000 $180,959 $230,000 $242,000  +$12,000
American Recovery and Reinvestment
Act of 2009 Budget Authority. $0 $0 $50,000 $0 -$50,000
Total Appropriation $195,000 $180,959 $280,000 $242,000 -$38,000
Outlays $167,002 $187,750 $232,118 $268,940 +$36,822

1/ The 2009 Current Estimate includes additional funds as appropriated in P.L. 110-329; Consolidated Security, Disaster
Assistance, and Continuing Appropriations Act, 2009.
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Program Activities and Administration

The Operations and Maintenance appropriation funds the operation of 128
national cemeteries and 33 other cemeterial installations. It will also fund the
opening and activation of three new national cemeteries, as well as the
maintenance of all national cemeteries and installations as national shrines. It
also directly funds the costs of administering four related programs: the State
Cemetery Grants program, the Headstone and Marker program, the Presidential
Memorial Certificate (PMC) program, and Outer Burial Receptacle (OBR)
reimbursements. The costs of producing and mailing PMCs and proposed
expansion of the program to include Active Duty Deaths will also be funded from
this appropriation. Grant awards to the states are funded from a separate
appropriation. The purchase and transportation costs of the headstones and
markers are financed from the Compensation and Pensions appropriation.

The Under Secretary for Memorial Affairs is responsible for the overall
management and direction of the National Cemetery Administration. The Under
Secretary is supported in this role by staffs at both field and headquarters
activities.

Field Activities

The immediate, day-to-day accomplishment of the Cemeterial, Headstone and
Marker, and Presidential Memorial Certificate programs is carried out by field
activities. The field activities also provide centralized contracting and finance
support. Field activities are functionally and organizationally grouped into
cemeterial programs, memorial programs, and the Operations Support Center.
Critical Information Technology (IT) and operational support to the field is
provided by the VA Office of Information and Technology.

Cemeterial Programs

In 2010, cemeterial activities will encompass 131 operational national cemeteries
and 33 soldiers’ lots, plots, and monument sites. These activities can be grouped
into two main functional categories:

e Administrative and clerical support functions include the following;:

— Managing cemeterial activities, including operation reviews;

— Arranging for and conducting interments;
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— Providing advice and assistance to the general public; and

— Processing requests for partial reimbursements for privately purchased
Outer Burial Receptacles (OBRs).

e Operation and maintenance functions include the following;:
— Opening and closing graves;
— Operating interment equipment;
— Setting, realigning, and cleaning headstones;
— Maintaining columbaria;
— Caring for grass, shrubbery, and trees;
— Filling and sodding sunken graves; and

— Making minor repairs to cemetery infrastructure, including buildings,
grounds, walks, and drives.

Memorial Programs

The Memorial Programs Service (MPS) has three application processing sites, as
well as an Applicant Assistance Unit. MPS is directly responsible for
administering the Headstone and Marker and the Presidential Memorial
Certificate programs. MPS activities include:

e Receiving and processing applications for headstones and markers;

e Determining eligibility of decedent, type of headstone or marker to be
furnished, and the authorized inscription;

e Assisting customers with status, replacements, and general information
concerning government headstones and markers to be installed on graves in
private cemeteries; and
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e Administering the Presidential Memorial Certificate Program, by providing
certificates to families of deceased Veterans, recognizing the Veteran’s
contribution and service to the Nation.

Operations Support Center

The Operations Support Center encompasses the Systems Integration Center and
the Business Office. These organizations perform the following functions:

e The Systems Integration Center develops, programs, tests, documents,
implements, operates, and maintains mission-critical information technology
applications for NCA including;:

Burial Operations Support System (BOSS);

Automated Monument Application System - Redesign (AMAS-R);
Management and Decision Support System (MADSS);

Gravesite Reservation System (GRS); and

Adjacent Gravesite Set-Aside System (AGS).

Funding for the Systems Integration Center is provided by the VA
Information Technology (IT) appropriation.

e The Business Office consists of the Logisticc Management Service and the
Finance Service. Currently, the Finance Service provides accounting and
finance services to the Logistics Management Service, which in turn provides
a portion of the contract negotiation and administration and other
procurement support needed by NCA programs, including:

In 2010,

assuming

The entire headstone and marker program;

Important segments of the construction and National Shrine
Commitment contracting; and

Critical and other select procurements for the national cemeteries.

NCA will continue the implementation of a phased approach to
responsibility from VA medical centers for all contracting,

procurement, and finance and accounting support for all VA national cemeteries.
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This management improvement will increase the efficiency and accountability of
these services for NCA programs.

Headquarters Activities

Headquarters functions are performed by a central office staff and the staffs of the
tive Memorial Service Networks.

Central Office

Central office provides overall policy guidance, executive direction, and
administrative support to the entire National Cemetery Administration.
Administration of the State Cemetery Grants Program is also the direct
responsibility of central office staff. The central office staff is responsible for the
following activities:

e Providing operational guidance and direction for field activities;

e Developing long-range construction plans for an overall NCA program,
including field surveys in connection with the development and expansion of
new and existing cemeteries;

¢ Managing the development and construction of new national cemeteries, and
also the development and construction projects for expansion and
improvements to currently existing cemeteries;

e Preparing, coordinating, reviewing, and controlling engineering studies and
projects;

e Administering the State Cemetery Grants Program, as well as fostering state
participation in the program;

e Developing system-wide strategic and performance plans, developing plans
and strategies for improving business processes and service to Veterans, and
evaluating and assessing, on a continuing basis, the quality and effectiveness
of NCA programs and operations;

e Coordinating the budget formulation and execution processes system-wide,
maintaining a cost accounting and management system, and developing and
implementing policies, plans, procedures, and standards for financial
management activities;
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e Conducting studies of organizational structure, functions, relationships, and
staffing in the interest of improving the effectiveness and economy of
operations, and providing assistance in all areas of human resources
management;

e Increasing Veteran and public awareness of NCA cemeterial and memorial
programs;

e Transcribing administrative and oral histories, collecting artifacts and
maintaining archives, documenting and preserving historic cemetery
resources, and providing education/interpretation of NCA history; and

e Answering written inquiries from Veterans, their families, and others
regarding benefits, service quality, and general information.

Memorial Service Networks

NCA'’s field structure is geographically organized into five Memorial Service
Networks (MSNs), and the national cemeteries in each MSN are supervised by a
MSN Director and the Director’s staff. ~The MSN offices are located in
Philadelphia, Pennsylvania; Atlanta, Georgia; Denver, Colorado; Indianapolis,
Indiana; and Oakland, California. MSN Directors and their staffs provide
direction, operational oversight, and engineering assistance to the cemeteries
located in their geographic areas.

Summary of Budget Request

The National Cemetery Administration requests $242,000,000 in budget authority
and 1,619 FTE for Operations and Maintenance in 2010.

Workloads continue to grow at existing cemeteries, and $1,638,000 is requested to
fund contract maintenance personnel and operating supplies. This funding is
essential to maintain existing service levels, which is NCA's highest priority. In
addition to these requirements, costs for pay raise and benefits, current statfing,
and for general non-payroll inflation will be funded by the 2010 budget request.
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In 2010, additional funding of $1,649,000 and 16 FTE is required to continue daily
operations, and conduct interment activities at the last three of the six new
national cemeteries established by the National Cemetery Expansion Act of 2003,
Public Law 108-109. Burial operations at Bakersfield National Cemetery in
California, Alabama National Cemetery in the Birmingham area, and
Washington’s Crossing National Cemetery in Southeastern, Pennsylvania are
projected to begin not later than the end of calendar year 2009.

This budget contains a net increase of $335,000 for payments to Centralized
Services for support provided to the National Cemetery Administration.
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Analysis of Increases and Decreases - Obligations
(dollars in thousands)
2009 2010
Estimate Estimate
Prior year 0bligations ........ceeeeennsnnsncncenencsceseccscsecsesens $194,927 $270,200
Interment workload increases at existing cemeteries.......... +611 0
Maintenance workload increases at existing cemeteries..... +499 +1,638
January pay raises/higher average employment................. +8,225 +2,775
Changes in benefits ...........cccccccvviiiiiiiiiiiiiiccce, +660 +344
INFIAHON oeeiieeiee ettt e s e saae e +2,036 +889
Centralized payments...........cccooviiniiiiiniiiincces +321 +335
New cemetery activations and operations ...........ccccceeveueeeee. +5,000 +1,649
Additional funds for gravesite renovation provided by P.L.
T10-329....ciiiiic s -28,191 0
Transfer, IT adjustment ..., +900 0
National shrine commitment........ccccvvvevvevvieivienieeiiieieeeeineeen, +26,900 +1,970
Non-recurring maintenance program............cccoceeevveevieunnnne. +2,000 0
Memorial and lodge renovation............ccccccovviviviiinnnninnnnes +2,000 0
Emergency, PCS, travel, hurricane clean up .........ccccccoe. +2,200 0
Maintenance, equipment , supplies and leases..................... +12,112 +2,400
Regular obligations.........cceueueucrcrernsinisisisisiscscscsceeeceeeeenens $230,200 $242,200
American Recovery and Reinvestment Act of 2009............... +40,000 -30,000
Total Obligations.......ccueereererrerserrensensensensessessessessesssssssssssssssasees $270,200 $252,200
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Changes from Original 2009 President's Budget Request
(dollars in thousands)
2009
Budget Current Increase(+)
Estimate Estimate 1/ Decrease(-)
Average employment 1,603 1,603 0
Funding:
Personal Services ......ooeeeeeeeveeeveeeveeeeenen. $114,305 $118,933 +$4,628
Travel ..o 3,040 3,524 +484
Transportation of things ......................... 1,452 1,776 +324
Rents, communications, and utilities.... 6,510 6,900 +390
Printing and reproduction...................... 759 1,453 +694
Other SerVICES .....uvvvvveuvieeieciieeeeeieeeeeeneeenn 39,553 114,099 +74,546
Supplies and materials..........c.ccccceeueuenneee. 8,278 10,296 +2,018
Equipment.........cccccocvinininininiiiiiiins 7,219 13,219 6,000
Total obligations..........ierireveenincennnns $181,116 $270,200 +$89,084
Reimbursements (-) .......cccceevvveveerernnneee -135 -178 -43
Recycling Revenue (-) ......ccccccocvvrurunne. -22 -22 0
Unob. Bal. Trans. to Unexpired Acct... 0 -227 -227
Available Balance BOY ........cccceevevnenne. -221 -28 +193
Available Balance EOY ....ccocvvveeeeeeennnen. +221 +10,255 +10,034
Total Budget Authority ........ceccvueueunee $180,959 $280,000 +$99,041
Regular Appropriation............cccccevuveneee $180,959 $230,000 +$49,041
American Recovery and Reinvestment
Act Budget Authority ... 0 50,000 +50,000
Total Appropriation.........ceecreencennene $180,959 $280,000 +$99,041
1/ The 2009 Current Estimate includes additional funds beyond the President’s Budget Request as appropriated in
P.L. 110-329; Consolidated Security, Disaster Assistance, and Continuing Appropriations Act, 2009.
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Summary of Employment and Obligations

(dollars in thousands)

2009
2008  Budget Current 2010 Increase(+)
Actual Estimate Estimatei; Estimate Decrease(-)
Average employment 1,512 1,603 1,603 1,619 +16
Obligations:

Personal services................ $106,377 $114,305 $118,933  $123,162 +$4,229
Travel....cceevveeeeeieeenn, 2,891 3,040 3,524 3,400 -124
Transportation of things... 1,484 1,452 1,776 1,818 +42

Rent, communications, and
utilities .....ooeveveveeeeee, 5,966 6,510 6,900 6,969 +69
Printing and reproduction 1,328 759 1,453 1,465 +12
Other services..........cocu...... 59,047 39,553 114,099 95,091 -19,008
Supplies and materials...... 8,270 8,278 10,296 10,458 +162
Equipment........cccccovueueuenne. 9,564 7,219 13,219 9,837 -3,382
Total obligations.................. $194,927 $181,116 $270,200  $252,200 -$18,000

1/ The 2009 current estimate includes additional funds beyond the President’s Budget Request as appropriated in P.L. 110-
329; Consolidated Security, Disaster Assistance, and Continuing Appropriations Act, 2009.
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2009 Average Salary Methodology

2008 average salary (262 days) .......ccceeeerrerereresriseesnsuesesensnssesesnens $51,308
Annualization of 2008 pay raise (0.625 percent)............ccccc..... +321
2009 pay raise (2.925 Percent).........ccceeueuevererueueerenrereerneeneennens +1,501
Decrease of one day (0.382 percent)..........ccccceevvuvueiininiiuccninnnee -196
Change in staff composition ............ccccceeviiiiciciiiiiccccce, +625

2009 average salary (261 days) ......ccecvcrerererererereesesesesssssssssssssssnsns $53,559
Regular benefits percentage.............cccocovuvivvininnniniiiiies 30.20%

2009 average salary with benefits.......cccceevcrureruccrvncsnncrncncnne $69,734

The 2009 average salary reflects a net increase of 4 percent above the $51,308
average salary for 2008. This includes annualization of the 2008 pay raise of 2.5
percent in January 2008, the January 2009 pay raise of 3.9 percent, a decrease of
one paid day and a change in staff composition. This change reflects the addition
of 90 FTE to address additional cemetery workload and staff new NCA
cemeteries.

2010 Average Salary Methodology
2009 average salary (261 days).......ccceceerererernrusnsnsnsnsnsnsnsnsnsnsnenenenens $53,559
Annualization of 2009 pay raise (0.975 percent) ...........cc.c....... +522
2010 pay raise (1.500 percent) ...........cccceveeeeerreereeerreeeerereenenenes +803
Change in staff composition..........cccccevvvviiiiininiiiiniiiiee, -17
2010 average salary (261 days).......cceceerurreererusnireesesnesisesnsnsscsesnans $54,867
Regular benefits percentage.............cccocoeviviviiiiinininnniiiiiene, 30.60%
2010 average salary with benefits .........cceceeruvevveeruncsnicsnencnnne $71,656

The 2010 average salary reflects a net 2.4 percent increase over the $53,559
average salary for 2009. This includes annualization of the 2009 pay raise of 3.9
percent, the projected January 2010 pay raise of 2.0 percent, and a change in staff
composition.
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Detail of Budget Estimates
(dollars in thousands)
2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Average employment
Field activities:
Cemeterial programs.................. 1,271 1,354 1,370 +16
Memorial programs.................... 52 52 52 0
Operations Support Center:
Systems Integration Center-...... 0 0 0 0
Business Office.........ccccceevrvnnnne. 31 32 32 0
Headquarters:
Central Office ........cccccovvrrrnnnee. 107 112 112 0
Memorial Service Networks...... 51 53 53 0
Total FTE......uueeeierenencncncncnenenes 1,512 1,603 1,619 +16
Wage grade employment............ 886 929 929 0
GS employment...........cccccceennnee. 626 674 690 +16
Personal services.........coeeeeevereerenne $106,377 $118,933 $123,162 +$4,229

The 2010 request for personal services reflects annualization of the 3.9 percent
2009 pay raise, a projected 2.0 percent pay raise in January 2010, associated
benefits costs, and funding for additional FTE.

The budget requests 16 FTE to sustain progression of cemeterial operations at the
remaining three new national cemeteries opening fast-track burial sections in
calendar year 2009 in Bakersfield National Cemetery in California; Alabama
National Cemetery near Birmingham, Alabama; and Washington’s Crossing
National Cemetery in Southeastern Pennsylvania.
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Detail of Budget Estimates (cont'd)
(dollars in thousands)
2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Travel:
Employee travel..........cccooeunenee. $2,273 $2,703 $2,572 -$131
GSA vehicle rental...................... 618 821 828 +7
Total... e, $2,891 $3,524 $3,400 -$124

Travel costs include headquarters and field personnel travel in connection with
the operation of national cemeteries and other VA and NCA programs. Included
are travel costs for site visits to assess performance of the national cemeteries,
quality assurance inspections related to the procurement of headstones and
markers, permanent change of station moves, engineering trips in regard to
maintenance and construction projects, inspections and other official travel
required in administering the State Cemetery Grants Program, and local travel.
In 2010, cemeterial activities will encompass 131 operational national cemeteries
and 33 soldiers’ lots, plots, and monument sites.

Costs for travel associated with the staffing of three new national cemeteries that
NCA is establishing are included in this request.

2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Transportation of things............ $1,484 $1,776 $1,818 +$42

Costs include the transportation of household goods as part of permanent change
of station moves of transferring employees. Other costs include the rental of
trucks from GSA, local hauling charges, and the shipment of materials.
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Detail of Budget Estimates (cont'd)
(dollars in thousands)
2009

2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)

Rents, communications, and

utilities:

Equipment rental............cccco...... $277 $221 $223 +$2
SLUC ..., 1,345 1,322 1,333 +11
Utility and other charges............ 4,344 5,357 5,413 +56
Total .t $5,966 $6,900 $6,969 +$69

Rental costs include rental of equipment at national cemeteries and payment of
standard level user charges (SLUC) to GSA. Utility costs include electricity,
water, and gas, which are required for the operation and maintenance of the
national cemeteries. The 2010 request contains funding for utility costs resulting
from the opening and activation of three new national cemeteries.
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Detail of Budget Estimates (cont'd)

(dollars in thousands)

2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Printing and reproduction......... $1,328 $1,453 $1,465 +$12

Costs include operating and technical manuals, regulations, handout maps,
pamphlets, and the printing requirements of the Presidential Memorial Certificate
(PMC) program. Handout maps are distributed to next-of-kin, other relatives,
and the general public to help locate gravesites. The PMC requirements include
special paper and envelopes, as well as the printing of the certificates.

Other services:
Maintenance of other equipment $281 $924 $931 +$7
Maintenance and repair projects
(recurring).......ccceeevvvvvevcciinnennne. 48,527 60,835 61,652 +817
Franchise Fund ........................... 477 798 804 +6
Operational and other services. 9,762 51,542 31,704 -19,838
Total..uoconeeeecreeeereeereereereesneeseessennees $59,047 $114,099 $95,091 -$19,008

Maintenance of equipment provides for maintaining and repairing lowering
devices, mechanical grave excavators, tractors, backhoes, ditchers, mowers,
generators, trucks, passenger vehicles, office machines, and computer equipment.

Maintenance and repair projects involve over 800 buildings and structures, and
over 16 thousand acres of land contained within 161 cemeterial installations.
These projects include recurring maintenance and repair of roads, drives, parking
lots, and walks; painting of buildings, fences and gates; repair of roofs, walls, and
irrigation and electrical systems.

Purchases from the Franchise Fund are for administrative services such as
accounting and security services.

Operational and other services include contractual services associated with
cemetery maintenance and contractual requirements such as mowing and
trimming, trash disposal, rodent and pest control, environmental compliance, and
training, land and structures and insurance claims and indemnities. They include
non-recurring maintenance funding, focusing on the correction of deficiencies
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cited in the Facility Condition Assessments and Five Year Plan. Operational and
other services also include payments to support activities performed by other VA
Departmental staff offices for centralized programs within the department.
Operational and other services costs associated with the opening and activation of
the three new national cemeteries are included in this request. The request
includes funding for costs associated with payroll processing by the Defense
Finance and Accounting Service.

Detail of Budget Estimates (cont’d)

(dollars in thousands)

2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Supplies and materials total...... $8,270 $10,296 $10,458 +$162

Supplies and materials requests include office supplies, fuel and petroleum
products used in motor vehicles, cemetery maintenance equipment, and
operating, grounds maintenance, and miscellaneous supplies. Miscellaneous
supplies include fertilizer, grass seed, humus, salt hay, top soil, weed killers, lime,
mulches, insecticides, fungicides, rodenticides, paint and brushes, tires, tubes,
batteries, cement, sand, shovels, spades, picks, employee uniforms and protective
clothing, and office furniture and fixtures.

Funding for supplies and materials associated with the opening and activation of
the three new national cemeteries is included in this request.
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Detail of Budget Estimates (cont’d)
(dollars in thousands)
2009
2008 Current 2010 Increase(+)
Actual Estimate Estimate Decrease(-)
Equipment:

Cemetery maintenance and
interment equipment.............. $8,956 $7,012 $9,628 +$2,616
Office and other equipment..... 608 6,207 209 -5,998
Total, equipment.........cccceueveencnee. $9,564 $13,219 $9,837 -$3,382

Cemetery maintenance and interment equipment includes grave excavating and
grounds maintenance equipment such as backhoes, casket lowering devices, air
compressors, pneumatic hammers, power mowers, trimmers, pickup trucks,
dump trucks, stake trucks, and tractors. Office and other equipment include
facsimile machines, copiers, and similar equipment.

Included in this request are funds to purchase equipment required to open and
activate the remaining three new national cemeteries of the six new national
cemeteries mandated by the National Cemetery Expansion Act of 2003, Public
Law 108-109. The first three of the six mandated cemeteries are operational. The

remaining cemeteries are expected to begin interment operations in calendar year
20009.
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National Cemetery Administration
Construction Program

National Cemetery Construction

Construction projects to develop additional gravesites at national cemeteries,
acquire land, and make infrastructure improvements are critical to achieving the
strategic goals and objectives of the National Cemetery Administration (NCA).
These projects are funded from VA’s Major and Minor Construction
appropriations. = The funding requests and justifications for these two
appropriations are found in the Construction Programs volume; however, NCA is
providing this summary of its construction program in order to better relate the
requested funding to its performance plan.

Objective 3.4 is to ensure that the burial needs of Veterans and eligible family
members are met. Achievement of this objective is measured by two key
performance measures which are impacted by NCA's construction program. The
tirst of these measures is the percent of Veterans served by a burial option within
a reasonable distance (75 miles) of their residence. The second measure is the
percent of respondents who rate the quality of service provided by the national
cemeteries as excellent.

Construction projects to keep existing national cemeteries open by developing
additional gravesites and columbaria, or by acquiring additional land, prevent
the loss of a burial option for Veterans that currently are served by a national
cemetery within a reasonable distance of their residence. Construction of
committal shelters, public restrooms, and public information centers improves
service to Veterans and their families.

Objective 4.5 is to 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. Achievement of this objective is
measured by one key performance measure which is impacted by NCA's
construction program. That measure is the percent of survey respondents who
rate national cemetery appearance as excellent. Construction projects such as
irrigation improvements, renovation of historic structures, and road resurfacing
are important to maintaining our cemeteries as national shrines. In most cases,
these types of projects directly impact cemetery appearance and, thereby,
customer satisfaction.
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Major/Minor Construction Projects

Details of the major construction and minor construction request are included in
Volume IV - Construction and 5 Year Capital Plan.

Major Construction Funding for NCA Programs

(dollars in thousands)

2008 2009 2009 2010 Increase (+)
Construction Actual PB Enacted Request Decrease (-)
New Cemeteries:
Bakersfield, CA Area -Phase 1 ..ccocoveevevoeeeeeeeeeeennns $19,500 $0 $0 $0 $0
Birmingham, AL Area - Phase 1 .....c.ccceeeevereurunenee. $18,500 $0 $0 $0 $0
Columbia/Greenville, SC Area - Phase 1 ............... $19,200 $0 $0 $0 $0
Jacksonville, FL. Area - Phase 1 .........cccccoeoveveueenn... $22,400 $0 $0 $0 $0
Sarasota, FL Area - Phase 1 ....oocooeeeeeeveeeeeeeeeeeeeeeens $27,800 $0 $0 $0 $0
Southeastern Pennsylvania Area - Phase 1 ........... $29,600 $0 $0 $0 $0
Cemetery Expansion and Improvement:
Abraham Lincoln, IL - Phase 2 Gravesite Exp $0 $0 $0  $38,300 +$38,300
Calverton, NY - Gravesite Expansion .......c.c.......... $0 $29,000  $29,000 $0 -$29,000
Fort Sam Houston, TX - Gravesite Development ... $29 400 $0 $0 $0 $0
Houston, TX - Phase 4 Gravesite EXp .....c.c.coceueuue. $0 $0 $0  $35,000 +$35,000
Massachusetts, MA - Phase 3 Gravesite Exp ......... $0 $20,500  $20,500 $0 -$20,500
Puerto Rico, PR - Gravesite EXp ......cccccocernnnenenee $0 $33,900  $33,900 $0 -$33,900
Subtotal, Construction $166,400 $83,400  $83,400  $73,300 -$10,100
Advance Planning Fund
Various Locations .......ccceceveeeveenienencieeieeieeieieeeenn $1,000 $6,000 $6,000 $13,400 +$7,400
Construction Initiatives
Land ACqUiSTHON ....eueveeeieeieeieecieieieieeeeceeeeeceeene $0  $5,000 $5,000  $25,500 +$20,500
Energy Initiatives ........ccccoccevecurinceininicenicieeneenn. $0 $10,600  $10,600 $0 -$10,600

$0 $15,600 $15,600 $25,500 +$9,900
Total, Major Projects $167,400 $105,00 $105,000 $112,200 +$7,200
0

Jefferson Barracks Rightsizing (CARES)* $0  $5,000 $5,000 $0 -$5,000

(non-add)

Funding excludes the cost of pre-placed crypts, which are funded by the Compensation and Pensions appropriation.

* The project is included in the Veterans Health Administration list of major construction projects.

1C-2

NCA Construction Program




Minor Construction Projects

Minor Construction Funding for NCA Programs

(dollars in thousands)

$ Change
2008 2009 2009 2010 2009-2010
Actual PB Enacted Request PB to Req.
Annual appropriations ....... $75,000 $25,000 $87,000 $50,720 -$36,280
Total, Minor Projects............... $75,000  $25,000 $87,000 $50,720 -$36,280
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Grants for Construction of
State Veterans Cemeteries

Appropriation Language

For grants to assist States in establishing, expanding, or improving state
Veterans cemeteries as authorized by section 2408 of title 38, United States
Code, $42,000,000, to remain available until expended.

Appropriation Highlights

(dollars in thousands)

2008 2009 2009 2010 Increase (+)

Actual PB Enacted Request Decrease (-)

Obligations........ccceeeveeueneune $36,937  $32,000 $43,500 $43,401 -99
Unobligated balances:

Start of year (-) ..c.cocceuenee -338 0 -2,901 -1,401 1,500

End of year-........ccccueue. 2,901 0 1,401 0 -1,401

Budget authority
(appropriation)................... $39,500  $32,000 $42,000 $42,000 0

Program Description

Grants are provided to states for the establishment, expansion, improvement or
operation of state Veterans cemeteries. The state Veterans cemeteries
complement the national cemeteries and are a critical part of National Cemetery
Administration (NCA) strategy for meeting Objective 3.4 of ensuring that the
burial needs of Veterans and eligible family members are met. In 2008, 24,826
Veterans and eligible family members were buried in state Veterans cemeteries
that have been assisted by the program.

NCA data show that about 80 percent of persons interred in national cemeteries
resided within 75 miles of the cemetery at time of death. Based upon this
experience, NCA has determined that reasonable access to a burial option
means that a first interment option (whether for casketed remains or cremated
remains, either in-ground or in columbaria) in a national or state Veterans
cemetery is available within 75 miles of the Veteran’s place of residence.
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It is not feasible, however, for VA to build and operate national cemeteries in
enough locations to provide every eligible Veteran with a burial option in a
national cemetery within 75 miles of their residence. Increasing the availability
of state Veterans cemeteries is a means to provide a burial option to those
Veterans who may not have reasonable access to a national cemetery. States
may locate these cemeteries in areas where there are no plans for NCA to
operate and maintain a national cemetery.

Summary of Budget Request

The National Cemetery Administration requests $42,000,000 to fund grants for
state Veterans cemeteries in 2010. Grants to states play a crucial role in
achieving NCA'’s strategic target of providing 90 percent of Veterans with
reasonable access to a burial option. States are planning to open 14 new state
Veterans cemeteries between 2009 and 2014.
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Total Obligations by State
From program inception in 1980 through 06/03/08
(dollars in thousands)

ATIZONA oo $8,003
ATKANSAS ..o 5,892
California ...cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee, 8,822
Colorado .ceeeeeeeeeeeeeeeeeeeeeeee e 6,007
ConnectiCUt.......cocveeeeecirveeeeeerieeeeecneenen. 682
Delaware........cooveeeeeeeeeeeeeeeeeeeeeeeeeenn 11,017
Georgia......cccveviiiiiniiiiiiic 11,723
GUAIN ettt eee e 5,438
Hawali..ooooovviiiiiiiiiiiiiiiiiiiiiiiiiiiiiiie 14,997
Idaho. .. 8,238
IENOIS v 231
INAIana ..cooeeeeeeeeeeeeeeeeeeeeee e 5,662
JOWA oo 7,625
Kansas .....coooveeeeeeeeiieiieeeeeeeeeeeeeee e 19,464
Kentucky.....cocovevviiiiiiiiiiiie, 22,847
Louisiana.....ccoeeevveeeeeiiiieeeeieeeeeeeeeeeeens 5,621
MaAINE..coooeiieiiiiiiiieeeeeeeeeeee 8,640
Maryland ..., 10,608
MassachusSetts ......ooeveeeeeeeeeveeeeeeeeeeeen. 19,020
MINNESOLA c..ooeeeeeeeeeeeeeeeeeeeeeeeee e 3,894
MISSOUTT ceeveveieeiiiiiiiiieiieeeeeeeeeeeeeeeeeeeene, 16,536
MoONtaANA . ....oooeeeeeeieeeeeeeeeeeeeeeeee et 5,959
NEVAdA .ccoiiiieeeeeeeeee e, 14,249
New Hampshire ........ccccceceevvecincinnnnee 4,327
New Jersey......cccocevviviiiiiiiniiiicnienne, 19,936
North Carolina......cccceeeveeeeeeecveeeeeennnn. 2,402
North Dakota ......eeeeeeeeeeeeeeeeeieeeeen, 3,023
Pennsylvania.........cccccovrciininninicnnee. 23
Rhode Island ........ccceeeveeeeeeeeeeeeeeeeeenn. 8,880
Saipan, CNMI........ccocoeviiiiniiiiniins 1,667
South Caroling ..ccceeeeeeeeeeeeeeeeeeeeeeeeeennn, 5,184
TeNNESSEe.....ccooveeeeeeeeeeeeeeeeeeeeeeeeee e 3,826
T OXAS e eeeeeeeeeeeeeeeeeeeeeeeeeeeanenes 24,726
Utah oo 868
Vermont ......ccooeeeevveeeeecieeeececiieeeeene. 852
Virginia. .....ccccoveiviiiiniiniiciens 8,048
WISCONSIN.ceveveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 9,360
Wyoming ... 1,781

10 7 | U $316,078
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National Cemetery Administration
Gift and Facilities Operation Funds

Gift Fund Program Description

Public Law 93-43, as amended, codified in 38 U.S.C. 2407, provides authority to
accept gifts and bequests for the purpose of beautifying national cemeteries, or
which are determined to be beneficial to such cemeteries. Public Law 100-322,
Section 346(g), not codified, provides authority to accept gifts and bequests for
the purpose of the operation, maintenance, or improvement of the National
Memorial Cemetery of Arizona. The fund was established and began accepting
gifts and bequests as of October 1, 1989. The fund is used primarily for
beautification and improvements to cemetery grounds such as landscaping,
walkways, and benches.

Summary of Budget Request

No appropriation action is required. The Gift Fund is a trust fund, which is

financed from gifts and bequests from donors. Fund obligations are estimated to
be $215,000 in 2010.

Facilities Operation Fund Program Description

Public Law 108-454, Section 602, codified in 38 U.S.C. 2412, provides authority to
lease any undeveloped land and unused or underutilized buildings of the
National Cemetery Administration, or parts or parcels thereof, for a term not to
exceed 10 years. The fund became operational in March 2005. The fund is used to
cover costs incurred by the National Cemetery Administration in the operation
and maintenance of its property.

Summary of Budget Request

No appropriation action is required. The Fund is financed by proceeds from the
lease of land or buildings. Fund obligations are estimated to be $150,000 in 2010.
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Compensation & Pensions

Appropriation Language

For the payment of compensation benefits to or on behalf of Veterans and a pilot
program for disability examinations as authorized by section 107 and chapters 11,
13, 18, 51, 53, 55, and 61 of title 38, United States Code; pension benefits to or on
behalf of Veterans as authorized by chapters 15, 51, 53, 55, and 61 of title 38,
United States Code; and burial benefits, the Reinstated Entitlement Program for
Survivors, emergency and other officers' retirement pay, adjusted-service credits
and certificates, payment of premiums due on commercial life insurance policies
guaranteed under the provisions of title IV of the Servicemembers Civil Relief Act
(50 U.S.C. App. 541 et seq.), and for other benefits as authorized by sections 107,
1312, 1977, and 2106, and chapters 23, 51, 53, 55, and 61 of title 38, United States
Code, $47,218,200,007 , to remain available until expended: Provided, That not to
exceed $29,283,000 of the amount appropriated under this heading shall be
reimbursed to “General operating expenses', ” ““Medical support and
compliance", and "Information technology systems" for necessary expenses in
implementing the provisions of chapters 51, 53, and 55 of title 38, United States
Code, the funding source for which is specifically provided as the “Compensation
and pensions' appropriation: Provided further, That such sums as may be earned
on an actual qualifying patient basis, shall be reimbursed to “Medical care
collections fund" to augment the funding of individual medical facilities for
nursing home care provided to pensioners as authorized.
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Summary of Appropriation Highlights
(dollars in thousands)
2009
2008 Budget Current 2010 Increase(+)
Actual Estimate Estimate’ Estimate | Decrease(-)

Compensation Obligations

Veterans $31,571,657] $34,689,066) $35,413,663] $37,757,865| $2,344,202]

Survivors 4,708,536 4,974,508 4,893,067 5,090,653 197,586

Special Benefits for Children 18,440 19,207 19,594 19,678 84

Clothing Allowance 62,290 66,506 68,492 71,390 2,898

Other (REPS, SAFD, EAJA) 14,346 16,011 15,060 14,833 -227

Medical Exam Pilot Program 98,461 99,000 134,754 0 -134,754

OBRA Payments to VBA 478 857 475 489 14

OBRA Payments to ITS 94 97 97 100 3

Health and Human Services 0 1,000 1,000 750 -250

Concurrent Receipt (Non-Add)® 0 0 0 46,993 46,993
Total Compensation Obligations: $36,474,302] $39,866,252] $40,546,202] $42,955,758] $2,409,556
Pensions Obligations

Veterans $2,858,181] $3,053,154] $2,879,950] $2,899,009 $19,059

Survivors 918,973 952,792, 1,018,777 1,113,339 94,562

Medical Exam Pilot Program 958 1,000 1,311 $0 -1,311

OBRA Payment to VBA 9,444 8,996 9,378 9,660 282

OBRA Payment to ITS 3,588 3,056 5,076 5,036 -40

OBRA Payment to VHA 9,630 13,792 11,772 13,998 2,226
Total Pension Obligations: $3,800,773] $4,032,790] $3,926,264] $4,041,041 $114,777
Burial Obligations

Burial Allowance $30,926, $39,107| $39,409 $40,167 $758

Burial Plot 12,951 20,751 20,119 20,506 387

Service Connected Deaths 27,249 30,672 27,633 28,776 1,143

Burial Flags 17,917 20,169 15,969 15,969 0

Headstones/Markers/ Allowances 52,761 44,800 58,093 62,557 4,464

Graveliners/OBR 54,145 37,100 36,369 53,434 17,065
Total Burial Obligations: $195,949 $192,598 $197,593 $221,408 $23,815|
Total C&P Obligations $40,471,024] $44,091,640] $44,670,058] $47,218,207| $2,548,149|
Funding;:

Unobligated balances (SOY) -$1,246,318 -$979,959) -$2,014,149 $0] $2,014,149
Unobligated balances (EOQY) $2,014,149 $0 $0 $0 $0

Adjusted Budget Authority (Net) $41,238,855] $43,111,681] $42,655,909) $47,218,207] $4,562,298
Appropriation $41,236,322] $43,111,681) $43,111,681] $47,218,207] $4,106,526
Reappropriation $2,533 $0 $0 $0 $0
Transfers to Insurance VI&I $0 $0| -$5,772, $0 $5,772
Transfers to RB $0 $0 -$450,000 $0 $450,000
Outlays $40,241,426] $43,940,145) $44,516,584] $47,055,859| $2,539,275
Distribution of Budget Authority (net):

Compensation $37,242,133] $38,886,293) $38,532,052] $42,955,758| $4,423,706]

Pension $3,800,773] $4,032,790] $3,926,264] $4,041,041 $114,777]

Burial $195,949 $192,598 $197,593 $221,408 $23,815
Distribution of Outlays (net):

Compensation $36,255,726] $39,728,674] $40,406,276] $42,807,356| $2,401,080)

Pension $3,789,751] $4,018,873] $3,912,715] $4,027,095 $114,380)

Burial $195,949 $192,598 $197,593 $221,408 $23,815

1. Compensation and Pension one time Recovery Act obligations are not included, please see page 2A-23 for program description and

requirements.

2. Concurrent receipt is proposed legislation submitted by the President in conjunction with the budget request.

2A-2

Compensation & Pensions



Caseload Summary
2009
2008 Budget Current 2010 Increase(+)
Actual Estimate | Estimate! | Estimate | Decrease(-)
Compensation
Veterans:
Cases 2,900,807 | 3,014,841 | 3,014,748 | 3,154,217 | +139,469
Average Payment $10,884 $11,506 $11,747 $11,985 $+238
Survivors:
Cases 336,717 341,502 342,223 348,335 +6,112
Average Payment $13,984 $14,567 $14,298 $14,614 $+316
Other Caseload: 2
Special Benefits for Children 1,168 1,167 1,173 1,178 +5
Clothing Allowance 94,094 95,913 97,790 101,929 +4,139
REPS 58 80 50 42 -8
Special Allowance for Dependents 59 65 59 59 0
Equal Access to Justice Act 2,234 2,444 2,234 2,234 0
Pensions
Veterans:
Cases 319363 | 318786 | 311,854 | 303,447 | -8,407
Average Payment $8,950 $9,577 $9,235 $9,554 $+319
Survivors:
Cases 194182 | 198949 | 192,253 | 187,509 | -4,744
Average Payment $4,733 $4,789 $5,299 $5,938 $+639
Burial Caseload
Burial Allowance 68,250 | 84,038 82,960 84,556 +1,596
Burial Plot 43,868 69,169 67,064 68,354 +1,290
Service-Connected Deaths 15,125 15,336 13,817 14,388 +571
Burial Flags 588,106 | 500,000 | 500,010 | 500,010 | O
Headstones/Markers/Allowances | 330477 | 343,702 | 340,069 | 342,243 | +2,174
Graveliners/Outer Burial Receptacles | 149 955 112,493 102,639 134,235 +31,596

Note: Dollars may not add due to rounding in this and subsequent charts.
1.Compensation and Pension Recovery payments and caseload are not included in charts, please see page 21-1. 2.

Summary of Budget Request

Budget authority of $47.3 billion is estimated for 2010 to support the benefit
programs funded by the Compensation and Pensions appropriation account. The
2010 request includes the Reinstated Entitlement Program for Survivors (REPS)
funding appropriated through the Compensation and Pensions Account.
Continued funding is requested for discretionary expenses associated with the
Omnibus Budget Reconciliation Act (OBRA). OBRA payments allow the VA to
perform program integrity matches that help ensure payments are made to
eligible beneficiaries.
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In 2010, funding for Compensation is estimated at $43.0 billion, for payments to
3,154,217 Veterans, 348,335 survivors, and 1,178 children receiving special
benefits. The Pensions program will provide benefits to an estimated 303,447
Veterans and 187,509 survivors totaling to over $4.0 billion. Of the total
requested, $221.4 million is estimated for 2010 to provide burial benefits on behalf
of eligible deceased Veterans. This funding will provide 84,556 burial allowances,
68,354 burial plot allowances, 14,388 service-connected death awards, 500,010
burial flags, 342,243 headstones or markers, and 134,235 graveliners or
reimbursement for privately purchased outer burial receptacles.

Compensation and Pensions 2010 Request by Program
(d ollars in billions)

Comp_
$43.0

Burial
$221

Changes from Original 2009 Budget Estimate

Current estimated obligations for 2009 for the Compensation and Pensions
program increase $578.4 million from the original estimate. This increase is
primarily the result of an increase in the cost of living adjustment (COLA) from the
2009 President’s Budget (5.8 percent vs. 2.5 percent) and the impact of increased
average benefit payments in the Compensation program. The revised estimates for
2009 are based on an analysis of actual compensation and pension cases and
average cost observed during 2008. The Compensation and Pension account will
transfer $450 million to the Readjustment Benefits account in 2009 in order to assist
with program increases related to implementation of the new Post 9/11 GI Bill
education benefits. Another transfer in the amount of $5.7 million will be made to
the Insurance Veterans Insurance & Indemnities program to support program
obligations.
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Compensation

The Compensation program accounts for $679.9 million of the increase over the
original estimate. Driving the increase is the higher estimated cost associated
with the average payment for Veterans. Average annual benefit payments for
Veterans have increased $241 from the original estimate ($11,747 vs. $11,506),
amounting to a $726.7 million increase from the previous estimate. These
increases are partially offset by a decrease in average payment for survivors. The
average annual benefit payments have decreased $269 from the original estimate
($14,298 vs. $14,567), this amounts to a $92.1 million decrease from the previous
estimate. Veteran and survivor caseload increases resulted in a net total increase
of $9.4 million from the original estimate. Survivor caseload increased 721
(342,223 vs. 341,502), increasing costs $10.5 million. Veteran cases decreased 93
(3,014,748 vs. 3,014,841), decreasing obligations by $1.1 million.

Compensation benefits also include Special Benefits for Children, Clothing
Allowance, Reinstated Entitlement Program for Survivors, Special Allowance for
Dependents (SAFD), Equal Access to Justice Act (EAJA) payments, Medical Exam
Pilot Program, VBA OBRA payments, and ITS OBRA payments. The costs for
these benefits had a net increase of $36.8 million. This is primarily due to a $35.8
million increase in the Medical Exam Pilot Program. Obligations for clothing
allowance increased by $2.0 million and Vietnam Era Children increased $387
thousand. These increases were partially offset by some minor decreases in
obligations. Reinstated Entitlement Program for Survivors (REPS) decreased by
$478 thousand. VBA OBRA decreased by $382 thousand. Equal Access to Justice
Act (EAJA) and Special Allowance for Dependents (SAFD) obligations decreased
by $382 thousand and $91 thousand respectively.

Pensions

There is a decrease of $106.5 million in obligations for the Pensions program from
the 2009 budget estimate. Average payment for Veterans decreased ($9,235 vs.
$9,577), decreasing obligations by $106.7 million. = Survivor average payment
increased $510 from the original estimate ($5,299 vs. $4,789), increasing obligations
by $98.0 million. Caseload decreased for both Veterans (6,932) and survivors
(6,697), resulting in a combined decrease of $98.5 million. Other pension
obligations include the Medical Exam Pilot Program and OBRA reimbursements to
VBA, ITS, and VHA. The largest changes are due to the OBRA reimbursements.
While ITS OBRA increased by $2.0 million from the 2009 President’s Budget, VHA
OBRA decreased by $2.0 million. VBA OBRA and the Medical Exam Pilot Program
had a combined net increase of $693 thousand.
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Burial

The current 2009 Burial benefits budget estimate of $197.6 million is $5.0 million
more than the original budget estimate of $192.6 million. This increase in funding
is primarily due to increases in average payment for graveliners ($281 vs. $209) and
headstones and markers ($171 vs. $130). Combining this increase with a decrease
in caseload for graveliners and headstones and markers results in a net increase of
$12.6 million. A decrease in average payment for burial flags ($32 vs. $40) results in
a decrease of $4.2 million in obligations. A decrease in service-connected deaths of
1,519 from the original estimate decreases obligations by $3.0 million. A combined
decrease of 2,105 in burial plots and an increase in average payment for burial
allowance ($475 vs. $465) has a net decrease of $329 thousand.

2A-6 Compensation & Pensions



Analysis of Increases and Decreases
(dollars in thousands)

2009 2010
Estimate Estimate
Prior Year Obligations $40,471,024 $44,670,058
Compensation
Veterans Caseload and average payment changes (net) $+2,270,958 $+2,041,615
Survivor Caseload and average payment changes (net) -65,197 +149,312
PL 110-111 COLA 2.3%, effective 12/01/07 +128,661 -
PL 110-324 COLA 5.8%, effective 12/01/08 +1,692,114 +350,863
Proposed COLA 0%, effective 12/01/09 - -
Other Benefits
Special Benefits for Children $+1,154 $+84
Clothing Allowance +6,202 +2,888
Other (REPS, SAFD, EAJA) +713 -227
Medical Exams Pilot Program +36,293 -134,754
Payments for VBA OBRA -3 +14
Payments for ITS OBRA +3 +3
Health and Human Services +1,000 -250
Total Compensation Net Change $+4,071,899 $+2,409,557
Pensions
Caseload and average payment changes (net) $-71,589 $+76,916
COLAs +193,162 +36,705
Payments for VBA OBRA 65 +281
Payments for ITS OBRA +1,488 40
Payments for VHA OBRA +2,142 +2,226
Medical Exams Pilot Program +353 41,311
Total Pensions Net Change $+125,491 $+114,777
Burial $+1,644 $+23,815
Total Net Change $+4,199,034 $+2,548,149
Estimated Obligations $44,670,058 | $47,218,207
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Analysis of Increases and Decreases

Compensation

In 2010, Compensation obligations are estimated to surpass the 2009 level by
nearly $2.6 billion, from $40.5 billion to $43.0 billion. The 2009 COLA (5.8
percent) is expected to add $350.9 million to the cost of the program in 2010. The
public laws that enact COLAs provide a rate increase to all Disability
Compensation beneficiaries, including DIC spouses and children. Rates are
matched with the Consumer Price Index and are automatically tied to that
afforded to Social Security beneficiaries. Accordingly, the 2010 COLA is expected
to be zero percent.

The net effect of projected higher caseloads and changes in average payments will
increase costs $2.2 billion over 2009. The significant changes in average payments
and caseloads are primarily the result of both increased workload and increased
rating-related claims processing expected in 2010. The expected production will
result in a significant number of new beneficiaries as well as payment
adjustments for re-evaluated claims as a result of worsening disabilities. We also
anticipate a significant increase in the average degree of disability, which impacts
dependency payments, eligibility for individual unemployability, and the amount
of retroactive average payments.

Under the category of Other Benefits, costs are projected to decrease by $85.2
million from 2009 to 2010. Beginning with the 2010 budget, all Medical
Examinations will be funded from the General Operating Expense (GOE) account,
leading to a decrease in Compensation & Pensions of $134.8 million. The GOE
account will be increased appropriately to cover needed medical exams (please
see the Compensation & Pensions portion of the General Operating Expenses
chapter for further explanation). An increase of $47.0 million is due to concurrent
receipts payments. Following program areas resulted in increases: Clothing
Allowance ($2.9 million), Special Benefits for Children ($84 thousand), and
payments for OBRA ($17 thousand). There is also a decrease of $250 thousand
and $227 thousand due to the reimbursement to Health and Human Services for
access to the National Directory of New Hires and for the REPS program,
respectively.

Pensions

In 2010, Pension obligations are expected to increase $114.8 million from the 2009
level. The 2009 5.8 percent COLA is expected to add $36.7 million to the cost of
the program in 2010. Obligations are also increased due to higher average
payments. Although caseload estimates continue to decrease (490,956 vs.
504,107), the increase in average payment ($8,173 vs. $7,734) causes a greater
increase to pension obligations. Caseload declines for Veterans by 8,407 cases and
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for survivors by 4,744 cases, but annual average payment increases by $319 for
Veterans and $639 for survivors. The net impact is an increase in obligations of
$76.9 million. A net increase in pension obligations is due to an increase in
reimbursement costs for OBRA ($2.5 million) and a decrease in Medical
Examinations ($1.3 million).

Burial

In 2010, burial benefits obligations are projected to increase by $23.8 million. An
increase in workload for pre-placed crypts increases burial benefits $16.1 million.
Increases in workload and average payments for headstones and markers
increased obligations $4.5 million. An increase in service-connected deaths, due
to an increase in anticipated Veterans’ deaths, will increase obligations $1.1
million. A net effect of a decrease in caseload and an increase in average payment
for graveliners will increase obligations $992 thousand. An increase in burial
allowances and burial plots will increase obligations $758 thousand and $387
thousand, respectively.

Compensation Program Highlights

The 2010 request continues historical trends. In 2010, Compensation benefit
obligations are expected to total $43.0 billion and be made to 3,502,552
beneficiaries (3,154,217 Veterans and 348,335 survivors). The estimated
obligations for 2010 will increase almost $2.6 billion over the 2009 level (from
$40.5 billion to $43.0 billion). In 2010, 90 percent of the estimated cases will
receive benefits under the Veteran’'s portion of the Compensation program, which
accounts for over 88 percent of the program cost. As shown in the graphic below
on “Compensation Request by Period of Service,” the Vietham Era accounts for
over 46.2 percent of program obligations. This percentage is projected to increase
in the outyears.

Compensation Request by Period of Service

0.25% 0.01% 9.71%

17.11%

BWWI & Prior (0.01%) B World War II (9.71%)
OKorean Conflict (5.14%) OVietnam Era (46.21%)
O Peacetime Service (17.11%) O Gulf War (21.57%)

E Miscellaneous Items (0.25%)
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In 2010, benefits in the Compensation program are estimated to be dispersed to
3,154,217 Veterans, 348,335 survivors, and 1,178 children. The 2010 Veteran and
survivor caseload estimate is distributed among World War I & Prior (434),
World War II (329,934), Korean Conflict (192,533), Vietnam Era (1,232,982), Gulf
War (1,098,166), and Peacetime (648,503) periods of service. The older periods of
service caseloads are steadily declining. Recent periods of service (Gulf War and
Vietnam Era) are increasing rapidly and this trend is projected to continue
through the budget year.

Distribution of Compensation Caseloads By Period of Service

1,400
900 -
12}
2 —% * * X
R A N S . —
2 . . . . . . .
= 100 o © © © S o o
2004 2005 2006 2007 2008 2009 2010
—e— WWI & Prior —m— World War II —4a— Korean Conflict
—==— Vietnam Era —x¥— Peacetime Service —e— Gulf War

Numerous factors contribute to the total cost of the Compensation program. Some
factors that influence cost fluctuations are increasing average degree of disability,
additional benefits from enacted legislation or regulations, variations in the
number of dependents, increasing number of Individual Unemployability (IU)
cases, rising Special Monthly Compensation cases, the number of retroactive
payments, and variable numbers of accessions and terminations. Deviations in
these factors alter average payments, therefore increasing program obligations.

Based on historical data, the average degree of disability is forecasted to increase
through 2010 and the outyears. The average degree of disability for Veterans
increased from 39.6 percent in 2007 to 40.4 percent in 2008. Additional regulations,
legislation, and the increasing number of issues per claim have contributed to
rising disability ratings. The budget request considers the increasing average
degree of disability in conjunction with estimated VA workload projections.
Increases in average degree of disability cause significant increases in average
payments.
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Veteran Compensation
Caseloads by Degree of Disability

(As of September 2008)
Year 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  [100% Avg.
Degree
2003 15,899 (789,374 |395,571 |317,367 |227,288 |136,181 [151,058 |123,606 |80,326 (40,218 |201,751 | 36.2%
2004 15,287 [780,818 401,416 [320,365 [236,116 [142,936 (160,640 (138,167 (91,285 146,686 [214,939 |(37.2%
2005 14,725 [773,805 407,589 326,092 246,323 [151,569 [172,258 (152,811 [102,699 [54,014 [228,222 (38.3%
2006 14,273 (777,875 418,855 [334,921 [259,892 [161,572 [184,250 (165,124 [113,241 (60,453 [238,279 (38.9%
2007 13,774 [782,034 429,621 344,912 274,216 [172,351 (197,877 (178,663 [124,943 (67,208 [249,175 [39.6%
2008 13,287 [783,340 437,976 353,587 [288,079 [183,831 [213,413 (193,526 [138,880 (75311 [261,901 [40.4%

Currently, Veterans who are rated 10 percent disabled are the largest group of
Compensation recipients. However, they do not account for the majority of
program cost. This is a result of lower average monthly payments. In addition,
these Veterans are not entitled to additional compensation for dependents. Only
Veterans at or above the 30 percent disability rating may be entitled to additional
compensation for dependents, resulting in higher average payments.

2008 Payments to Veterans by Degree of Disability

(As of September 2008)
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The Compensation and Pension Service projections aid in forecasting changes to a
Veteran’s degree of disability rating. These claims result when a Veteran files an
amended claim because their disability worsens and/or new legislation or
regulation allows for additional compensation. In 2008, almost 150,000 Veterans
received an increase to their disability benefits, as shown on the following chart.

Veterans Compensation
2008 Increased Disability Rating Levels

Disability Level Increase

Current | 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% Total
0% 75 57 34 48 25 36 6 3 7 35 326
10% - 9,890 5,826 4,819 1,763 2,404 1,002 504 161 1,608 27,977
20% - - 7,134 7,472 2,384 2,710 1,179 923 309 1,678 23,789
30% - - - 7,690 5,422 3,258 2,296 935 274 2,004 21,879
40% - - - - 6,388 7,455 3,491 2,002 597 2,118 22,051
50% - - - - - 5,792 4,810 2,028 673 2,150 15453
60% - - - - - - 7,129 4,756 1,448 2,898 16,231
70% - - - - - - - 5,985 2,160 3,446 11,591
80% - - - - - - - - 4,336 2,759 7,095
90% i R - - - - - - - 3,366 3,366
Total 75 9,947 12,994 20,029 15,982 21,655 19,913 17,136 9,965 22,062 149,758

As of September 2008, almost 1.2 million out of almost 3.0 million Veteran cases
received additional compensation for dependents. The number of dependents
totaled 1.7 million, or 1.49 dependents per case. As the average age of Veterans
from the older war periods increases, the number of dependents decreases.

In addition to monetary benefits for dependents, Veterans who are rated 60
percent and above are eligible for Individual Unemployability. The IU program
is administered to Veterans who are unable to maintain employment due to a
service-connected disability. As a result, Veterans receiving IU payments receive
compensation at the 100 percent disability rating regardless of their compensable
rating. Increases in the IU benefit affect the average payment, resulting in
increased program costs. In 2008, there were 247,393 Veterans receiving IU, an
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increase of 10,072 cases over 2007. Although IU caseload continues to increase,
the rate at which it increases has declined over the past few years.

Veterans Compensation
Individual Unemployability

2002 2003 2004 2005 2006 2007 2008
Without Dependents 38,920 47,960 55,492 62,035 64,497 | 65,808 71,009
With Dependents 106,937 127,575 144,826 159,057 164,138 171,513 176,384
Total 145,857 175,535 200,318 221,092 228,635 237,321 247,393

Special Monthly Compensation (SMC) is a monetary benefit paid in addition to or
in place of 0 percent to 100 percent combined degree of disability. To qualify, a
Veteran must be disabled due to special circumstances (e.g., loss of use of one
hand). Also, certain Veterans may be entitled to Aid and Attendance. The
increasing number of Special Monthly Compensation payments partially

contributes to an increasing trend in average payments.

Veterans Compensation
Special Monthly Compensation

2002 2003 2004 2005 2006 2007 2008
Without Dependents | 68,999 76,543 82,431 89,552 96,345 103,702 112,368
With Dependents 94,274 110,851 125,206 141,161 154,555 172,643 189,590
Total 163,273 187,394 207,637 230,713 250,900 276,345 301,958

The majority of retroactive payments are one-time payments disbursed as original
or amended claims are granted. These payments typically are paid back to the
date of claim unless legislation allows for payment to begin at the date of
enactment. During 2008, retroactive payments were 7.7 percent of total
compensation obligations. The retroactive awards have returned to a more
consistent rate since the increases in the percentage of retroactive awards in 2002
and 2003.

Compensation

Retroactive Payments
(Dollars in millions)

2002 2003 2004 2005 2006 2007 2008
Retro Payments $2,498 $2,613 $2,302 $2,184 $2,002 $2,486 $2,786
Compensation Payments $22,341  |$24,686  [$26,330  |$28,643  [$30,833  [$33,639 | $36,280
Percent of Retro to Total 11.2% 10.6% 8.7% 7.6% 6.5% 7.4% 7.7%
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The Compensation program model considers the effects of accessions (new claims
per year) and terminations (removal from rolls due to factors such as death, etc.).
The net effect (accessions minus terminations) has been increasing, contributing to a
rapid increase in the disability compensation rolls.

Accessions are derived from the Compensation and Pension Service’s workload
projections. These projections consider recently enacted legislation, regulation
changes, and the “normal” applications of Veterans. Estimates of Veteran
accessions are distributed among the disability ratings using historical trends.

Veterans Compensation
Accession Trends

2002 2003 2004 2005 2006 2007 2008
0% 408 584 412 467 495 496 502
10% 30,635 42,313 41,102 44,960 50,850 51,393 51,063
20% 30,038 33,691 28,569 30,465 32,752 33,054 32,180
30% 16,711 22,494 20,543 23,486 24,775 25,705 26,360
40% 13,292 18,018 16,286 18,774 20,324 21,218 21,795
50% 8,349 11,514 10,852 12,617 12,889 14,028 15,065
60% 6,908 10,096 9,251 11,104 11,949 13,359 15,004
70% 5,625 8,424 7,783 8,737 8,478 9,648 11,037
80% 2,764 4,248 3,797 4,665 4,864 5,816 7,062
90% 1,260 1,964 1,788 2,138 2,162 2,564 3,348
100% | 6,934 9,602 9,338 9,309 8,829 9,591 10,327
Total | 122924 | 162,948 149,721 166,722 178,368 186,872 | 193,743
Avg.
Degree | 34.1% 35.2% 35.3% 38.5% 34.8% 35.5% 36.9%

Based on an analysis of Veteran trends, there is a relationship between Veterans
terminating from the compensation rolls and survivors acceding to the
compensation rolls. The relationship is significantly more pronounced as the
Veteran's degree of disability increases. The survivor's Dependency and
Indemnity Compensation (DIC) program is available to surviving spouses who
have not remarried (or those remarried after the age of 57), unmarried children
under 18 years of age, helpless children, and low-income parents of deceased
Veterans.

For surviving spouses of Veterans who were not rated totally disabled to become
eligible, they must meet at least one of three requirements: (1) the Veteran died
from a disease or injury incurred or aggravated while on active duty; (2) the
Veteran’s injury was incurred or aggravated in the line of duty while on inactive
duty training; or (3) the Veteran had a disability compensable by the VA.
Survivors of Veterans who were rated totally disabled, but died of a non-service
connected cause, may be eligible if: (1) the Veteran was continuously rated totally
disabled over a period of ten years; (2) the Veteran was rated for a period of at least
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five years from the military discharge; or (3) the Veteran was a former prisoner of
war who died after September 30, 1999, and who was rated totally disabled for a
period of not less than one year immediately preceding death.

Survivor Compensation
Accession Trends

2002
13,366

2008
24,737

2006
17,876

2007
17,507

2004
18,211

2005
18,551

2003
17,421

Total

Veteran termination data has demonstrated that survivors typically accede to the
compensation rolls within three years. In 2008, 14,221 cases acceded to the DIC
rolls within the first three years after the Veteran terminated. The chart below
shows the net delta of accessions minus terminations for both Veterans and
survivors. This effect has been considered in future projections.

Compensation
Net Effect (Accession Minus Terminations)

2002 2003 2004 2005 2006 2007 2008
Veterans 64,381 86,591 70,082 81,405 99,014 106,551 107,763
Survivors | 3,024 5,224 5,052 5,568 3,344 4,286 11,256
Total 67,405 91,815 75,134 86,973 102,358 110,837 119,019

Pensions Program Highlights

In 2010, Pensions benefit obligations are expected to total $4.0 billion and be made
to 490,956 pension beneficiaries. The 2010 request continues the historical trends of
decreasing caseload and increasing obligations. Over 94 percent of the estimated
cases will receive benefits under the Improved Law program, accounting for 99
percent of the program’s cost. As shown in the “Pensions Request by Period of
Service” chart, the Vietnam Era accounts for 41.0 percent of program obligations.
This percentage will continue to increase as Vietnam Era Veterans become eligible
for the automatic permanent and totally disabling rating at age 65.
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Pensions Request by Period of Service

0.7% 0.4%

42.3%

41.0%

13.2%
BWWI & Prior (0.4%) BWWII (42.3%) OKorean (13.2%)
OVietnam Era (41.0%) OGulf War (2.4%) O Miscellaneous (0.7%)

Currently, VA administers three Pensions programs (Improved Law Pensions,
Prior Law Pensions, and Old Law Pensions). New beneficiaries can only accede to
the Improved Pensions rolls (PL 95-588); the other two programs are closed. Since
the Prior Law and Old Law programs have been closed since 1979 and 1960
respectively, the caseloads in these programs are from earlier periods of service and
will continue to decline.
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Pensions

PL 95-588 Income Limitations

(As of December 2008)

Veterans Survivors

Without dependents $11,830 | Spouses without dependents $7,933
With one dependent $15,493 | Spouses with one dependent $10,385
Each additional dependent $2,020 | Each additional dependent $2,020
Pensions

Summary by Law

2008 2009 2010
|Average |Average [Total |Average |Average  [Total |Average |Average [Total
Cases  [Benefit  |Obligations [Cases  [Benefit Obligations (Cases  [Benefit Obligations
($'s) (000’s) ($'s) (000’s) ($'s) (000’s)
Total
Improved Law 474,391 |$7,862 $3,729,478 | 470,741 ($8,188 $3,854,375 (462,489 |$8,586 $3,970,986
Prior Law 38,950  [$1,212 $47,208 33,255 [$1,325 $44,064 28,396  [$1,450 $41,161
Old Law 204 $2,298 $468 112 $2,583 $288 71 $2,841 $200
Veterans
Improved Law 312,772 $9,097 $2,845,294 | 306,358 [$9,363 $2,868,452 298,863 |$9,666 $2,888,748
Prior Law 6,510 $1,962 $12,772 5,431 [$2,096 $11,380 4,531 $2,238 $10,140
Old Law 81 $1,421 $115 66 $1,792 $118 53 $2,259 $121
Survivors
Improved Law (161,618 (35,471 $884,184 164,383 (55,998 $985,923 163,626 |$6,614 $1,082,238
Prior Law 32,441  [$1,062 $34,436 27,824 $1,175 $32,684 23,865 [$1,300 $31,021
Old Law 123 $2,874 $353 46 $3,714 $171 17 $4,650 $80

A major factor of the cost of the Pensions program is the impact of the automatic
cost-of-living adjustment. However, the COLA for Improved Law beneficiaries,
which is automatically tied to that afforded to Social Security beneficiaries, is
estimated to be zero in 2010. Since rates for pensioners covered by earlier
programs are fixed, variations in average benefit payments for these beneficiaries
are attributed to changes in dependency, qualifying income, health, or other
eligibility criteria.

The amount of Improved Pensions payable is reduced for each dollar of countable
family income by the annual income limitations. These limitations can affect the
average pension payment, which in turn controls the majority of total cost of the
Pensions program.

If Veterans are entitled to Improved Law Pensions based on service during the
Mexican Border Period or World War I, $2,686 is added to their income limit.
Veterans and surviving spouses with entitlement to housebound or aid and
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attendance benefits have higher income limits due to the severity of their
disabilities.

Total Pensions caseloads for both Veterans and survivors are expected to continue
to decline through 2010. The 2010 Veteran and survivor caseload estimate is
distributed among World War I & Prior (5,651), World War II (208,885), Korean
Contflict (83,931), Vietnam Era (183,200), and Gulf War (9,289). Caseloads for the
earlier periods of service are declining; however the most recent eras are expected
to continue to increase. This increase can be attributed to the number of Vietnam
Era Veterans turning 65, allowing for an automatic permanent and totally disabling
rating under current law. The number of Veterans of the Gulf War is also
increasing but has not yet achieved the level of other periods of service. World
War II Veterans and their survivors are the largest group of pension recipients but
do not account for the majority of program cost. This is a result of lower average
payments since there are still Veterans and survivors receiving benefits under the
“Old Law” program. In addition, the Pensions program assisted 185 survivors of
Veterans from the Spanish-American War and the Civil War in 2008.

Distribution of Pensions Caseload
By Period of Service
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A significant factor in forecasting obligations is the age distribution of both
Veterans and survivors. As of September 30, 2008, the average age of Veterans
who received pension was 70. The age of survivors of Veterans who received a
pension was higher at 78. Although the average age of Veterans has historically
been increasing, VA has also experienced a slight growth in the number of
Vietnam Era and Gulf War claims. These trends are expected to continue during
the budget year, as well as in the outyear projections. During 2008, Gulf War and
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Vietnam Era Veteran caseloads increased (net) by 811 and 2,572, respectively. VA
estimates that the increasing average age will eventually slow down due to the
increasing number of Veterans from recent periods of service acceding to the
rolls.

Pensions

Age of Pensions Recipients

(As of September 2008)

Age Veteran Veterans | Veterans |Total Survivors |Survivors |Survivors |Total
PL95-588 |PL86-211 |OldLaw |Veterans |PL95-588 |PL86-211 |OldLaw |Survivors

Under 25 32 - - 32 19 - - 19

25-35 1,106 - - 1,106 171 - - 171

36 - 45 4,381 - - 4,381 1,309 2 - 1,311

46 - 55 38,038 44 - 38,082 10,849 76 - 10,925

56 -65 111,946 496 - 112,442 20,305 436 - 20,741

66 - 75 32,603 691 3 33,297 23,467 1,695 1 25,163

Over 75 123,505 4,727 73 128,305 104,255 19,532 123 | 123,910

Total 311,611 5,958 76 317,645 160,375 21,741 124 182,240

Note: Survivor pension age data does not include 13,500 cases within unknown age.

The Pensions program forecasting model considers the effects of accessions (new
claims per year) and terminations (removal from rolls due to factors such as
death, increased income, etc.). Deviations in accessions and terminations cause
the caseload to increase or decrease.

Veteran Pensions
Accessions and Terminations

2002 2003 2004 2005 2006 2007 2008
Accessions 37,124 47,489 44,956 42,208 40,213 40,574 42,930
Terminations | 38,913 47,515 48,589 49,300 46,146 47,426 48,257
Net Delta -1,789 -26 -3,633 -7,092 -5,933 -6,852 -5,327

Although caseloads in Prior Law and Old Law are decreasing, they still have an
impact on the total cost of the program. Evaluating the trends in dependency is
also considered in the budget forecast because it affects the amount of average
payment. For each program category, pensioners with dependents receive
additional benefits.
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Pensions Program Trends
(As of September 2008)

“0Old Law” Pensions Cases

“Old Law” refers to the pensions program in existence prior to July 1, 1960, in which the benefit rate is
fixed for all eligible, regardless of specific countable income.

Veterans Surviving Spouses
Year Number % Veterans Veterans w/ | Number % Spouses Spouses w/ Children
Alone Dependents Alone Dependents Alone

2003 191 <0.1 113 78 482 0.2 471 11 182
2004 160 <0.1 94 66 362 0.2 351 11 158

2005 136 <0.1 81 55 287 0.2 277 10 140

2006 110 <0.1 69 41 222 0.1 214 8 123

2007 90 <0.1 55 35 176 01 | 171 5 114

2008 76 <0.1 46 30 224 .01 122 2 100

“Prior Law” Pensions Cases

“Prior Law” refers to the pensions program in existence between July 1, 1960 and January 1, 1979.
Benefit rates were established by formula, and reduced for each dollar of countable income.

Veterans Surviving Spouses
Year Number % Veterans Veterans w/ | Number % Spouses Spouses w/ Children
Alone Dependents Alone Dependents Alone
2003 14,288 41 6,449 7,839 43,903 21.2 | 41,933 1,970 11,173
2004 11,976 3.5 5,458 6,518 38,305 19.2 | 36,485 1,820 10,719
2005 10,100 3.0 4,682 5,418 33,496 175 | 31,855 1,641 10,317
2006 8,601 2.6 4,024 4,577 29,389 158 | 27,886 1,503 9,952
2007 7,161 22 3,364 3,797 25,225 14.0 | 23,884 1,341 9,534
2008 5958 | 2.0 2,823 3,135 30,836 15.7 | 20,560 1,181 9,095

“Improved Law” Pensions Cases

“Improved Law” refers to the pensions program in existence since January 1, 1979. Payments for the
Improved Law program beneficiaries are computed by reducing dollar-for-dollar, the benefit levels
specified under Public Law 95-588 by the income of the beneficiary.

Veterans Surviving Spouses
Year Number % Veteran Veterans w/ Number | % Spouse Spouse w/ Children
Alone Dependents Alone Children Alone
332,077 95.8 236,446 95,631 162,878 78.6 159,361 3,517 5,520

2003 330,767 96.4 237,833 92,934 160,948 80.6 157,660 3,288 5,340
2004 325,551 97.0 237,026 88,525 157,758 824 | 154,806 2,952 5,140
2005 321,145 97.4 236,815 84,330 156,463 84.1 153,832 2,631 | 5,007
2006 315,624 97.7 235,846 79,778 155,263 85.9 152,892 2,371 4,803
2007 311,611 98.0 | 235,456 76,155 164,988 84.2 | 158,168 2,208 4,612
2008
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Compensation and Pensions
Summary of Obligations
(obligations in thousands)

2008 2009 2010
Average | Average Total Average Average Total Average | Average Total
Cases Benefit | Obligations Cases Benefit | Obligations Cases Benefit | Obligations

Compensation Total ¥ 3,237,525 | $11,206 $36,474,302 | 3,356,971 | $12,007 $40,546,201 | 3,502,552 | $12,247 $43,002,751
Veterans Total 2,900,807 $10,884 $31,571,657 3,014,748 | $11,747 $35,413,663 3,154,217 | $11,985 ($37,804,858
World War I 1 $24,543 $25 1 $24,543 | $25 1 $24,543 $25
World War 11 288,718 10,157 2,932,539 265,254 10,780 2,859,445 243,697 11,441 2,788,173
Korean Conflict 158,853 10,418 1,654,957 158,138 10,575 1,672,383 157,427 10,735 1,689,994
Vietnam Era 1,000,765 14,415 14,426,187 1,030,035 15,710 16,182,130 1,058,883 16,507 17,478,799
Peacetime Service 607,682 8,800 5,347,388 610,611 10,436 6,372,114 612,172 11,219 6,868,232
Gulf War 844,788 | 8,535 7210562 | 951,201 | 8,761 8,333,327 | 1,070,162 | 8,347 8,932,642

Cncrrnt. Repts - - - - - - 11,874 3,958 46,993
Survivors Total 336,717 $13,984 | $4,708,536 | 342,223 $14,298 $4,893,067 | 348,335 $14,614 | $5,090,653
Spanish-American War 3 $8,764 $26 3 $8,764 $26 3 $8,764 $26
Mexican Border Period 1 17,172 17 1 17,172 17 1 17,172 17
World War 1 693 11,726 8,126 545 11,682 6,368 429 11,639 4,991
World War II 97,330 14,220 1,384,014 91,820 15,096 1,386,151 86,237 16,090 1,387,549
Korean Conflict 35,910 14,442 518,614 35,506 14,607 518,615 35,106 14,773 518,616
Vietna.m Era . 150,629 13,736 2,069,086 160,276 13,838 2,217,859 170,136 13,965 2,376,034
Peacetime Service 33,956 13,801 468,618 33,152 14,231 471,791 32,366 14,675 474,986
Gulf War 18,195 14,292 260,034 20,921 13,969 292,239 24,056 13,653 328,434
Other Total $194,109 $239,483 $107,240
Spec. Ben. For Children 1,168 $15,789 $18,440 1,173 $16,704 $19,594 1,178 $16,704 $19,678
Clothing Allowance 94,094 662 62,290 97,806 700 68,503 101,929 700 71,390
Other (REPS, SAFD, EAJA) 2,351 6,102 14,346 2,343 6,428 15,060 2,335 6,352 14,833
OBRA Payment to VBA - - 478 - - 475 - - 489
OBRA Payment to ITS - - 94 - - 97 - - 100
Medical Exam Pilot Prgm - - 98,461 - - 134,754 - - -
HHS - - - - - 1,000 - - 750
Pensions Total v/ 513,544 $7,355 $3,800,773 504,107 $7,734 $3,926,264 490,956 $8,173 $4,041,041
Veterans Pensions Total 319,363 $8,950 $2,858,181 | 311,854 $9,235 $2,879,950 | 303,447 $9,554 $2,899,009
World War I 1 $32,476 $35 1 $32,476 $35 1 $32,476 $35
World War 11 90,682 9,335 846,509 83,397 10,298 858,845 75,782 11,472 869,344
Korean Conflict 62,276 6,729 419,079 59,627 6,920 412,624 57,091 7,116 406,269
Vietnam Era 159,476 9,515 1,517,398 160,983 9,470 1,524,489 161,688 9,460 1,529,581
Gulf War 6,927 10,851 75,161 7,845 10,701 83,956 8,886 10,554 93,779
Survivors Pensions Total 194,182 $4,733 $918,973 192,253 $5,299 $1,018,777 187,509 $5,938 $1,113,339
Civil War 2 $878 $2 2 $878 $2 2 $878 $2
Spanish- American War 183 2,477 454 160 2,218 355 140 1,986 277
Mexican Border Period 74 6,101 453 71 7,246 512 67 8,606 579
World War 1 7,738 2,748 21,264 6,489 2,922 18,963 5,441 3,108 16,911
World War I 137,759 4,735 652,230 136,942 5,462 748,021 133,103 6,296 837,997
K9rean Conflict 26,967 4,239 114,313 26,903 4,453 119,803 26,840 4,678 125,556
Vietnam Era 21,064 6,059 127,624 21,287 6,024 128,221 21,512 5,988 128,821
Gulf War 395 6,664 2,633 399 7,263 2,900 404 7,916 3,195
Other Pensions Total $23,620 $27,537 $28,694
OBRA Payment to VBA $9,444 $9,378 $9,660
OBRA Payment to ITS 3,588 5,076 5,036
OBRA Payment to VHA 9,630 11,772 13,998
Medical Exams Pilot Pgm 958 1,311 -
1/ Does not include “other” caseload or obligations. 2/Proposed Legislation provided by Department of Defense.
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Proposed Legislation

Concurrent Receipt

The President is proposing legislation that authorizes the Department of Veterans
Affairs to no longer withhold retroactive payments to military disabled retirees,
also known as Chapter 61 retirees. Eligibility for concurrent receipt will be
phased in over five years based on Veterans disability ratings from VA. In 2010,
Veterans with ratings of 90 or 100 percent from VA will be eligible. The 2010
estimated obligations are $47 million with an anticipated caseload of nearly 12
thousand.
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Compensation & Pensions, Recovery Act

“The American Recovery and Reinvestment Act of 2009,” Public Law 111-5,
authorizes the Compensation and Pension Recovery Act account to make
economic stimulus payments to individuals receiving disability, pension, or
survivor benefits.

Budget authority of $700 million is estimated to support the economic recovery
payments funded by the Compensation and Pension Recovery Act of 2009
account. A one-time $250 payment will be paid to an estimated 2.8 million
Veterans in 2009.
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Readjustment Benefits

Appropriation Language

For the payment of readjustment and rehabilitation benefits to or on behalf of
Veterans as authorized by chapters 21, 30, 31, 33, 34, 35, 36, 39, 51, 53, 55, and 61
of title 38, United States Code, $8,663,624,000, to remain available until expended:
Provided, That expenses for rehabilitation program services and assistance which
the Secretary is authorized to provide under subsection (a) of section 3104 of title
38, United States Code, other than under paragraphs (1), (2), (5), and (11) of that
subsection, shall be charged to this account.
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Readjustment Benefits

(dollars in thousands)

Summary of Appropriation Highlights

2009
2008 Budget Current 2010 Increase (+)
Actual Estimate Estimate Estimate Decrease(-)
Obligations:
Post 9-11 GI Bill (33) $0 $0 $2,139,700 $7,140,287 $+5,000,586
Veterans/servicemembers (30/34) 2,112,635 2,209,673 1,336,356 398,548 -937,809
Reservists (1606) 149,344 204,189 226,206 322,835 +96,629
Reservists (1607) 148,580 169,512 60,652 0 -60,652
Dependents” Education and Training (35) 434,715 478,067 463,651 481,726 +18,076
VR&E Subsistence Allowance 238,131 250,367 229,592 201,406 -28,186
VR&E Books, Tuition, Supplies, Fees, etc. 377,796 402,114 382,921 369,685 -13,237
Specially Adapted Housing Grants 38,131 35,910 56,716 58,985 +2,269
Automobile Grants 14,659 14,900 14,700 14,800 +100
Adaptive Equipment 41,317 46,700 44,200 47,300 +3,100
Tuition Assistance 23,413 26,113 19,461 828 -18,633
National Call to Service 118 132 118 0 -118
Licensing and Certification Tests 1,973 2,072 2,050 277 -1,773
National Exams 1/ 128 58 133 35 -99
Work-Study 2/ 20,109 19,564 20,149 17,192 -2,957
State Approving Agencies 17,336 13,000 19,000 19,000 0
Reporting Fees 3,749 3,838 3,836 4,832 +996
Reimbursement to GOE 901 1,292 5,740 2,636 -3,104
Total Obligations $3,623,036 $3,877,502 $5,025,183 $9,080,371 $ +4,055,189
Funding:
Unobligated balance (SOY) $-294,822 $-329,756 $-368,350 $0 $+368,349
Unobligated balance (EOY) 368,350 0 0 0 0
Budget authority (gross) 3,696,564 3,547,747 4,656,834 9,080,371 +4,423,537
Offsetting collections -396,275 -460,803 -373,890 -416,747 - 42,857
Budget authority (net) $3,300,289 $3,086,944 $4,282,944 $8,663,624 $+4,380,680
Appropriation 3,300,289 3,086,944 3,832,944 8,663,624 +4,830,680
Transfer from Compensation 0 0 450,000 0 -450,000
Appropriation adjusted 3,300,289 3,086,944 4,282,944 8,663,624 +4,380,680
Outlays (net) $3,209,552 $3,403,504 $4,633,752 $8,630,953 $+3,997,201
Total Obligations $3,623,036 $3,877,502 $5,025,183 $9,080,371 $+4,055,189
Education Program 3,000,088 3,217,911 4,405,499 8,503,091 +4,097,592
VR&E Program 3/ 622,948 659,591 619,683 577,280 -42,403
Budget authority (net) $3,300,289 $3,086,944 $4,282,944 $8,663,624 $+4,380,680
Education Program 2,677,342 2,427,353 3,663,261 8,086,344 +4,423,083
VR&E Program 622,948 659,591 619,683 577,280 -42,403
Outlays (net) $3,209,552 $3,403,504 $4,633,752 $8,630,953 $+3,997,201
Education Program 2,590,155 2,746,845 4,011,094 8,048,767 +4,037,673
VR&E Program 619,398 656,659 622,659 582,185 -40,474

Note: Dollars may not add due to rounding in this and subsequent charts.

1/ National Exams includes chapter 30 and chapter 35
2/ Includes chapter 1606 work-study reimbursement

3/ Includes chapter 31 work-study
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Readjustment Benefits

(dollars in thousands)

Summary of Appropriation Highlights (cont’d)

2009
2008 Budget Current 2010 Increase(+)
Actual Estimate Estimate Estimate Decrease(-)
Workload Data and Other Items
Workload:
Post 9-11 GI Bill (33) 0 0 346,936 441,728 +94,792
Veterans/servicemembers (30/34) 354,284 351,927 349,632 48,323 -301,309
Reservists (1606)/ 62,403 82,577 90,980 128,305 +37,325
Reservists (1607) 44,025 33,672 34,594 0 -34,594
Dependents” Education and Training (35) 80,191 82,728 82,345 84,569 +2,224
VR&E Subsistence Allowance 55,059 54,917 56,207 44,288 -11,919
VR&E Books, Tuition, Supplies, Fees, etc. 16,231 15,457 16,596 16,928 +332
VR&E Rehab, Evaluation, Planning and Service2/ 20,534 24,573 20,996 21,416 +420
Specially Adapted Housing Grants 1,236 811 1,250 1,250 0
Automobile Grants 1,377 1,317 1,377 1,377 0
Adaptive Equipment 7,217 7,198 7,217 7,217 0
National Call to Service 38 31 38 0 -38
Average cost:
Post 9-11 GI Bill (33) $0 $0 $6,167 $16,164 $+9,997
Veterans/ servicemembers (30/34) $5,984 $6,244 $3,803 $8,060 $+4,258
Reservists (1606) $2,393 $2,473 $2,486 $2,516 $+30
Reservists (1607) $3,375 $5,034 $3,507 $3,549 $+42
Dependents” Education &Training (35) $5,421 $5,779 $5,631 $5,696 $+66
VR&E Subsistence Allowance $4,325 $4,559 $4,494 $4,548 $+54
VR&E Books, Tuition, Supplies, Fees, etc. $5,299 $5,714 $5,657 $6,039 $+382
Specially Adapted Housing Grants $30,850 $44,279 $45,367 $47,182 $+1,815
Automobile Grants $10,646 $10,880 $10,708 $10,770 $+62
Adaptive Equipment $5,725 $6,490 $6,124 $6,550 $+427
National Call to Service $3,102 $4,245 $3,102 $0 $-3,102
Total Cost:
Post 9-11 GI Bill (33) $0 $0 | $2,139,700 $7,140,287 $+5,000,586
Veterans/ servicemembers (30/34) $2,119,860 | $2,197,353 | $1,329,496 $389,488 $-940,009
Reservists (1606) 2/ $149,344 |  $204,189 $226,206 $322,835 $+96,629
Reservists (1607) $148,580 $169,512 $60,652 $0 $-60,652
Dependents’ Education & Training (35) $434,715 $478,067 $463,651 $481,726 $+18,076
VR&E Subsistence Allowance $238,131 $250,367 $229,592 $201,406 $-28,186
VR&E Books, Tuition, Supplies, Fees, etc. $377,796 $402,114 $382,921 $369,685 $-13,237
Specially Adapted Housing Grants $38,131 $35,910 $56,716 $58,985 $+2,269
Automobile Grants $14,659 $14,900 $14,700 $14,800 $+100
Adaptive Equipment $41,317 $46,700 $44,200 $47,300 $+3,100
National Call to Service $118 $132 $118 $0 $-118
1/ Work-study costs not included
2/No monetary benefit payment associated with these cases
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Summary of Budget Request

Budget authority of nearly $8.7 billion, when combined with $416.7 million in
offsetting collections from the Department of Defense, will provide funding for
estimated Readjustment Benefits obligations. This will primarily fund education
benefits, including the Post 9-11 GI Bill (chapter 33) beginning August 1, 2009.
This will also pay for subsistence allowance and the cost of books, supplies,
tuition, and fees under the Vocational Rehabilitation and Employment (VR&E)
program. Funding will also provide reimbursement to the General Operating
Expenses account for printing and reproduction, regular mail, contracts, and

other personal services costs associated with outreach under PL 101-237 and PL
105-368.

Post 9-11 GI Bill (Chapter 33) Highlights

Chapter 33 was enacted in the “Post 9-11 Veterans Educational Assistance Act of
2008” (PL 110-252), and will greatly expand education benefits on August 1, 2009.
Based on length of active duty service and training rate, students are entitled to a
percentage of the following;:

e Cost of tuition and fees, not to exceed the most expensive in-state
undergraduate tuition at a public institution of higher education (paid to
school);

e Monthly housing allowance equal to the basic allowance for housing
payable to a military E-5 with dependents, in the same zip code as the
school (paid to student);

e Yearly books and supplies stipend of up to $1,000 per year (paid to
student); and

e A one-time payment of $500 to certain individuals relocating from highly
rural areas (paid to student).

Other benefits such as the Yellow Ribbon program, kickers, and refund of chapter
30 payroll deductions will also be available to certain students.

Eligibility to use chapter 33 benefits lasts for 15 years from last period of active
duty service based on at least 90 consecutive days of active duty service. Students
generally have up to 36 months of entitlement. Certain members of the Armed
Forces who are still on active duty may be eligible to transfer benefits to a spouse
or dependent children based on Department of Defense policy.

Changes from Original 2009 Budget Estimate

The current estimated obligation of over $5 billion for 2009 for the Readjustment
Benefits program increases $1.1 billion from the original budget estimate of
almost $3.9 billion. The revised estimates for 2009 include the cost of the Post 9-
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11 GI Bill and anticipated changes from an analysis of actual participation rates
and cost observed during 2008. The 2009 appropriation is $746 million over the
2009 President’s budget request. The appropriation, when coupled with an
anticipated transfer from the C&P account of $450 million and an unobligated
balance of $368.4 million available at the start of 2009, will fund the increased
obligations.

Education Program

Current estimated obligations for 2009 reflect a net increase of nearly $1.2 billion
from the original budget estimate of $3.2 billion. This results primarily from the
inception of the chapter 33 program on August 1, 2009. Chapter 33 obligations
were not included in the original budget estimate, and the entire cost of the
program, $2.1 billion to cover 346,936 trainees, is reflected as an increase. While
only two months of chapter 33 benefits are paid in 2009, VA anticipates covering
the full Fall tuition costs for all new trainees. The new GI Bill results in decreased
participation in the chapter 30 and chapter 1607 programs toward the end of the
fiscal year. Chapter 30 obligations decrease $873.3 million while chapter 1607 is
anticipated to decline nearly $108.9 million.

Current 2009 estimated obligations are decreasing $873.3 million for chapter 30.
The majority of chapter 30 eligible participants are expected to elect chapter 33
benefits. Trainees are anticipated to receive chapter 30 benefits for only a portion
of 2009, driving down the annual average benefit payment. A decrease in the
change in selected resources has decreased chapter 30 obligations almost $5.5
million from the original budget estimate.

The 2009 current obligations for chapters 1606 and 1607 are revised with the latest
Department of Defense estimates provided by the Office of the Actuary.
Reservists will be eligible to elect chapter 33 benefits based on activated service.
We assumed chapter 1606 recipients would not have enough qualifying active
duty time to be eligible for chapter 33 benefits. Public Law 110-252 provided for
transferability of reservist education benefits to dependants. Estimates provided
by DoD incorporate the effects of this legislation. Current 2009 estimated
obligations increase $22 million in total for chapter 1606. The chapter 1606
estimated caseload has increased by 8,403, increasing obligations $20.8 million. In
addition, the COLA and changes in average payment ($2,486 vs. $2,473) increased
obligations $1.2 million.

Chapter 1607 current 2009 estimated obligations have decreased $108.9 million in
total from the original estimate. The chapter 1607 cumulative caseload has
increased 922, increasing obligations $4.6 million. By the end of the fiscal year it
is anticipated that all chapter 1607 trainees will be eligible for and elect to transfer
to chapter 33, lowering the average annual payment. Although slightly offset by
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the temporary rate increase afforded in PL 110-252, average payment declined
($3,507 vs. $5,034) decreasing obligations $113.5 million. Until the recent
enactment of PL 110-252, DoD funded all reservist benefits; however chapter 33
payments will be funded through the VA Readjustment Benefits appropriation.
For the first time, VA will fund reservist benefits, but only for trainees who elect
chapter 33.

Current 2009 obligations have decreased $14.4 million for the chapter 35 program.
The current estimate is based on 2008 actual experience and results in a decrease
in average payment ($5,631 vs. $5,779). This decrease accounts for $12.2 million
of the overall decrease in obligations. Caseload has decreased slightly by 383
from the 2009 budget estimate, decreasing obligations $2.2 million.

Additional changes come from miscellaneous programs, resulting in a net
increase of $22.5 million in obligations. For the Special Assistance Programs
including Specially Adapted Housing (SAH) and Special Housing Adaptation
(SHA) grants, PL 110-289 authorized increases in the maximum available from
$50,000 to $60,000 and from $11,000 to $12,000, respectively. This increase,
coupled with an increase in the estimated number of SAH grants (205) and SHA
grants (234), results in an increase in obligations of $20.8 million. Public Law 110-
252 provided for an increase of $6 million for State Approving Agency obligations
over the previously authorized reimbursement cap of $13 million. The
anticipated reimbursement to General Operating Expenses is expected to increase
$4.4 million. Partially offsetting these increases is a decrease in Tuition Assistance
obligations of $6.7 million as participation in this program is expected to decline
due to the new chapter 33 benefit. The revised average Adaptive Equipment
grant decreased $366, decreasing obligations $2.5 million.

Vocational Rehabilitation & Employment Program

The current obligation estimate for 2009, $619.3 million, is $39.9 million less than
the original estimate ($659.2 million). The revised estimate for 2009 is based on an
analysis of actual participation rates during 2008, as well as anticipated transfers
of trainees from VR&E to the chapter 33 education benefit. The cumulative
caseload estimate increased 1,290; however 10,230 of 56,207 trainees receiving
subsistence allowance are currently expected to transfer to chapter 33 toward the
end of 2009 for a greater monetary benefit. The net change in subsistence
allowance caseload increases obligations $5.2 million. However, trainees
transferring to chapter 33 create a decrease in the average subsistence allowance
of $65 ($4,494 vs. $4,559) decreasing obligations $26 million. Payments for books,
tuition, supplies, and fees are expected to be $19.2 million less than the original
budget estimate.
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Readjustment Benefits

Analysis of Increases and Decreases

(dollars in thousands)

2009 2010
Estimate Estimate
Prior year obligations $3,623,036 $5,025,183
Chapter 33 (Post 9-11 GI Bill)
COLA $0 $+125,893
Caseload +2,139,700 +584,619
Average Payment 0 +4,290,075
Net Changes +2,139,700 +5,000,586
Chapter 30 (Montgomery GI Bill)
COLA $0 $0
Caseload -27,836 -1,145,745
Average Payment and other adjustments -748,443 +207,937
Net Changes -776,279 -937,809
Chapter 35 (Survivors’ and Dependents’ Education)
COLA +17,404 +23,579
Caseload +11,483 +12,312
Average Payment +49 -17,816
Net Changes +28,936 +18,076
Chapter 1606 (Reservists)
COLA +5,824 +2,714
Caseload +68,385 +92,801
Average Payment and other adjustments +2,653 +1,114
Net Changes +76,862 +96,629
Chapter 1607 (Reservists)
COLA 0 0
Caseload -31,829 -60,652
Average Payment -56,099 0
Net Changes -87,928 -60,652
Chapter 31 (Vocational Rehabilitation and Employment)
COLA +8,618 +9,858
Caseload +13,072 -97,483
Average Cost -25,104 +46,201
Net Changes -3,414 -41,423
Special Assistance for Disabled Veterans
Housing Grants +18,585 +2,269
Automobile Grants +41 +100
Adaptive Equipment +2,883 +3,100
Net Changes +21,509 +5,469
Miscellaneous
National Exams +5 -99
Tuition Assistance -3,952 -18,633
Licensing and Certification +77 -1,773
Work-Study +40 -2,957
National Call to Service 0 -118
Reimbursement to GOE +4,838 -3,104
State Approving Agencies +1,664 0
Reporting Fees +87 +996
Net Changes +2,760 -25,684
Total Net Change $+1,402,147 $+4,055,189
Estimated Obligations $5,025,183 $9,080,371
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Analysis of Increases and Decreases

Obligations are expected to increase $1.4 billion from 2008 to 2009 due to the
following:

Post 9-11 GI Bill (Chapter 33)

Chapter 33 was enacted in the Post 9-11 Veterans Educational Assistance Act of
2008 (PL 110-252), and will greatly expand education benefits on August 1, 2009.
Total obligations are expected to be $2.1 billion dollars and represent the full
increase over 2008. Decreases in other programs from trainees electing chapter 33
benefits partially offset the total increase.

All-Volunteer Force Educational Assistance Program (Chapter 30)

The decrease in chapter 30 obligations is projected to be nearly $776.3 million. We
anticipate the majority of participants to elect chapter 33 benefits beginning
August 1, 2009, affecting both caseload and average payments for the year. The
cumulative caseload decreases 4,652 trainees, resulting in obligations decreasing
$27.8 million. In addition, a decrease of $748.4 million due to changes in average
payment not related to the COLA is anticipated. This decrease is primarily due to
the transfer of trainees to chapter 33 at the beginning of the Fall semester. Also,
average benefit payments for chapter 30 and for the other programs are based on
eligibility criteria such as time in service, educational curriculum, and
establishment and change in the number of dependents. Also, the 2009 current
estimate is revised with the latest Department of Defense supplemental benefit
estimates.

Survivors” and Dependents’ Educational Assistance (Chapter 35)

The total increase in obligations attributed to chapter 35 is expected to be $28.9
million. Estimated caseload is expected to increase by 1,525 for children and 629
for spouses, increasing total obligations nearly $11.5 million. The COLA will
increase obligations an additional $17.4 million.

Educational Assistance for Members of the Selected Reserve (Chapter 1606)
Chapter 1606 obligations are projected to increase nearly $76.9 million. An
increase in obligations of $68.4 million results from an expected increase in
chapter 1606 trainees of 28,577. The COLA is expected to increase obligations $5.8
million. A higher average payment also contributes to the overall increase in
obligations by nearly $2.7 million.

Educational Assistance for Members of the Selected Reserve (Chapter 1607)
Chapter 1607 obligations are projected to decrease $87.9 million due to the
inception of chapter 33. Trainees eligible for 1607 will be eligible for Chapter 33
and are assumed to elect to be paid under Chapter 33 effective August 1, 2009.
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Vocational Rehabilitation and Employment (Chapter 31)

The total decrease in program obligations is approximately $3.4 million from 2008
to 2009. Participants transferring into chapter 33 at the end of the year will
contribute to a lower average annual payment for cumulative participants.
Approximately $25.1 million reflects average cost decreases for subsistence
allowance and tuition, books, and supplies. A greater number of cumulative
trainees (+1,975) yields an additional $13.1 million in program costs. An $8.6
million increase is attributable to the COLA for subsistence allowance.

Special Assistance for Disabled Veterans

Special Assistance provides housing, automotive, and adaptive equipment grants
for severely disabled Veterans or servicepersons. In 2009, the limit for Special
Housing Adaptation grants increased from $11,000 to $12,000, and the limit for
Specially Adapted Housing grants increased from $50,000 to $60,000. These
changes increase obligations $18.6 million. An increase of $2.9 million is
associated with the increasing costs of adaptive equipment. Workload for
automobile grants is expected to remain fairly constant.

Miscellaneous

A net increase of $2.7 million is attributed to changes in all other programs.
Reimbursement to General Operating Expenses is expected to increase $4.8
million. The majority of the GOE reimbursement increase is attributed to PL 108-
454 that identified $3 million for computer system modifications for
apprenticeship payments. These funds were not expended in 2007 or 2008, and
are available for use in 2009. In addition, Tuition Assistance has decreased
obligations nearly $4 million. State Approving Agencies are expected to increase
obligations $1.7 million in 2009, reaching the $19 million annual limit. Increases
of $87 thousand in reporting fees and $77 thousand in Licensing and Certification
will also contribute to the overall increase.

Obligations are expected to increase $4.1 billion from 2009 to 2010 due to the
following:

Post 9-11 GI Bill (Chapter 33)

Chapter 33 benefits are anticipated to increase over $5 billion as the program
grows in 2010. The increase in obligations is primarily due to trainees receiving a
full year of benefits. The increase in average payments, excluding the COLA,
results in an increase of $4.3 billion. The increase in cumulative caseload of 94,792
trainees (441,728 vs. 346,936) also increases obligations $584.6 million. In
addition, the COLA will increase obligations $125.9 million.
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All-Volunteer Force Educational Assistance Program (Chapter 30)

The decrease of $937.8 million in chapter 30 obligations is primarily attributed to
development of chapter 33. The cumulative caseload is expected to decrease by
301,309 trainees, from 349,632 to 48,323, because chapter 33 offers a greater
monetary benefit than chapter 30. The drop in caseload results in a $1.1 billion
decrease in obligations. This decrease is partially offset by an anticipated increase
in the average payment, excluding the COLA, and other adjustments, resulting in
an increase of $207.9 million.

Survivors’ and Dependents’ Educational Assistance (Chapter 35)

The total increase in obligations attributed to chapter 35 is expected to be $18.1
million. Estimated caseload is expected to increase by 1,561 for children and 663
for spouses, increasing obligations $12.3 million. The COLA is expected to
increase costs $23.6 million. A decrease in the average payment, excluding the
COLA, for children and spouses is expected to account for a decrease in
obligations of $17.8 million.

Educational Assistance for Members of the Selected Reserve (Chapter 1606)

An increase in obligations attributed to chapter 1606 is expected to be $96.6
million. An estimated increase of 37,325 reservist trainees is expected to increase
obligations $92.8 million. The COLA applied to the entitlement rate for reservist
education is expected to increase obligations $2.7 million. An increase in average
payment, excluding the COLA, is associated with a $1.1 million increase in
obligations.

Educational Assistance for Members of the Selected Reserve (Chapter 1607)
Obligations for chapter 1607 are expected to decrease $60.7 million, eliminating
chapter 1607 benefits. All chapter 1607 trainees will be eligible for chapter 33
benefits, which are worth a greater monetary value. All trainees are anticipated
to transfer to the new program.

Vocational Rehabilitation and Employment (Chapter 31)

The total decrease in chapter 31 obligations is $41.4 million from 2009 to 2010,
primarily due to participants transferring to chapter 33. Approximately $46.2
million reflects average cost increases for subsistence allowance and tuition,
books, and supplies. Approximately $9.9 million of the obligation increase is due
to an increase in the subsistence allowance COLA. A decrease in subsistence
allowance trainees (-11,919) yields a $97.5 million decrease in program costs.

Special Assistance for Disabled Veterans

Special Assistance provides housing, automotive, and adaptive equipment grants
for severely disabled Veterans or servicemembers. The workload is expected to
remain constant through 2010. Increases of $3.1 million and $2.3 million are
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associated with the increasing costs of adaptive equipment and housing grants
made necessary by the nature of the Veteran’s disability. Obligations for
automobile grants increase $100 thousand.

Miscellaneous

The total change in obligations attributed to the remaining programs is expected
to be a decrease of $25.7 million.  Tuition Assistance is expected to drop $18.6
million due to the transition from chapter 30 to chapter 33 benefits. For the same
reason, work-study will decrease nearly $3 million and Licensing and
Certification will decrease by $1.8 million. Reimbursement to GOE is expected to
decrease $3.1 million. Other relatively minor decreases include $118 thousand in
National Call to Service and $99 thousand in National Exams. Slightly offsetting
these decreases, Reporting Fees will increase nearly $1 million. State Approving
Agencies will remain constant.
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Education Program Highlights

In 2008, education benefit obligations of over $3.0 billion provided benefits to
540,941 trainees (excluding Tuition Assistance payments). Education obligations
will nearly triple from 2008 to 2010, reaching over $8.5 billion. The anticipated
total number of trainees increases in 2009 primarily due to the introduction of
chapter 33 and rises to 703,925 by 2010. During 2010, the majority of chapter 30
trainees and all chapter 1607 participants will transfer into chapter 33 to receive a
greater monetary benefit. Chapter 1606 will not be impacted by chapter 33 and
will continue to experience historical trends. The chart below shows the
anticipated trend in cumulative trainees for each education program.

Education Program Trainees
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The average cost per trainee is greatest for chapter 33, reaching $16,164 in 2010.
Chapter 30 and chapter 1607 average costs per trainee ($8,060 and $3,549,
respectively) are far less than chapter 33, causing the majority of trainees to
transfer programs. Chapter 1606 and chapter 35 continue to increase at historical
rates ($2,516 and $5,696, respectively). Average benefit payments for all
programs can be affected by time in service, type of educational program or
institution, change in dependents, and other eligibility criteria.

By 2010, chapter 33 will be the largest education program with 441,728 trainees,
accounting for 85 percent of total training obligations. Chapter 30 has historically
been the largest education program, but reduces to less than 50 thousand trainees
and 5 percent of education funding by 2010. Chapter 1606 accounts for 4 percent
of funding in 2010, and 1607 no longer requires funding after all trainees transfer
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to chapter 33. Chapter 35 remains at a historical size but is reduced to 6 percent
of education funding.

Education Program
Estimated Obligations by Chapter of Training
Total 2010 Obligations: $8,086,344,000

Ch. 1607: 0%
Ch. 35: 6%

Ch. 1606: 4%
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Vocational Rehabilitation & Employment Program Highlights

The number of cumulative participants in the program increased in 2008 and will
continue to increase in 2009; however participation will decrease in 2010 due to
trainees transferring to chapter 33. Consequently, program costs rose in 2008, and
will fall in 2009 and 2010 as participants transfer out of the program. VR&E
participation is contingent on individuals having a compensable service-
connected disability. Based on historical trends, the number of compensation
claims is projected to increase along with significant increases in the average
degree of disability. The increase in trainees can also be attributed to an increase
in program outreach efforts through the Transition Assistance Program (TAP)
and Disabled Transition Assistance Program (DTAP). Despite historical trends,
the migration to chapter 33 will cause a decline in program use.
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Vocational Rehabilitation & Employment
Program Costs
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Although participation and average cost per participant have historically
increased, the anticipated transfer to chapter 33 will decrease the total cost of the
VR&E program in 2009 and 2010. Books, tuition, and supplies, coupled with
subsistence allowance, accounted for 99 percent of program costs in 2008.

Vocational Rehabilitation & Employment Program
Number of Trainees by Type
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Trainees for VR&E are broken down into three categories: trainees receiving a
monthly subsistence allowance, participants not receiving subsistence, and
participants receiving rehabilitative evaluation, planning, and delivery services.
The majority of program participants enter education or training programs. All
program costs, including tuition, books, and fees, if appropriate, are borne by VA,
and the Veteran is provided with a monthly subsistence allowance. This monthly
subsistence allowance accounts for nearly 38 percent of the costs. Trainees who
receive rehabilitative evaluation, planning, and delivery services do not receive
any payments. This specific service of the program provides non-monetary
assistance such as resumé preparation, job hunting strategies, interview

preparation, and other assistance designed to move the Veteran into a suitable
job.
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Summary of Readjustment Benefit Requirements
(obligations in thousands)

2008 2009 2010
Average Average Average
Caseload | Benefit | Obligations | Caseload | Benefit | Obligations | Caseload | Benefit | Obligations
Total chapters 33, 30, 1606, 612,193 | $5,666 | $3,468,427 | 977,290 | $4,945 | $4,832,219 | 764,141 | $11,654 | $8,905,426
1607, 35, 31
All-volunteer force educational assistance:
Chapter 33 0 $0 $0 | 346,936 | $6,167 | $2,139,700 | 441,728 | $16,164 $7,140,287
Chapter 30 Total 354,284 | $5,984 | $2,119,860 | 349,632 | $3,803 | $1,329,496 | 48,323 $8,060 $389,488
Veterans 331,199 | $6,163 | $2,041,177 | 325,508 | $3,823 | $1,244,437 | 48,323 $8,029 $387,973
Servicepersons 23,085 3,408 78,683 | 24,124 3,526 85,059 0 N/A 1,515V
Reservists (1606) 62,403 | $2,393 $149,344 | 90,980 | $2,486 $226,206 | 128,305 $2,516 $322,835
Reservists (1607) 44,025 3,375 148,580 | 34,594 1,753 60,652 0 0 0
Education and training:
Dependents Total 80,191 $5421 | $434,715 | 82345 | $5,631 $463,651 | 84,569 $5,696 $481,726
Sons and Daughters Total 67,992 $5,519 | $375,246 | 69,517 | $5,734 $398,632 | 71,078 $5,803 $412,477
College 65,490 $5,522 | $361,637 | 67,015 | $5,737 $384,491 | 68,576 $5,806 $398,167
Below College Level 2,369 5,522 13,083 2,369 5,738 13,593 2,369 5,807 13,756
On-the-job training 133 3,963 527 133 4,118 548 133 4,167 554
Spouses and widow (ers) Total
12,199 $4,875 $59,469 | 12,828 | $5,069 $65,019 | 13,491 $5,133 $69,249
College 11,436 $4,945 $56,555 | 12,065 | $5,138 $61,992 | 12,728 $5,200 $66,186
Below College Level 643 4,393 2,825 643 4,564 2,935 643 4,619 2,970
Correspondence 112 281 31 112 292 33 112 295 33
On-the-job training 8 7,127 57 8 7,405 59 8 7,494 60
Chapter 31 71,290 $8,640 | $615927 | 72,803 | $8413 $612,513 | 61,216 $9,329 $571,090
Tuition Assistance 29,733 $787 $23,413 | 23,786 $818 $19,461 1,000 $828 $828
Licensing and Certification 5,012 $394 $1,973 5,012 $409 $2,050 670 $414 $277
Tests (non chapter 33)
Work-study 14,805 $1,358 $20,109 | 14,835 | $1,358 $20,149 | 12,658 $1,358 $17,192
State Approving Agencies $17,336 $19,000 $19,000
Reporting Fees $3,749 $3,836 $4,832

Note: total caseload is not a count of unique individuals. Trainees switching chapters are counted in each chapter they trained in during the
fiscal year. Total average benefit is skewed based on double counting.

1/ Although no servicepersons are expected to train in chapter 30 in 2010, $1.5 million is expected to be spent on chapter 30 kickers paid to
servicepersons training in chapter 33.
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Vocational Rehabilitation Loan Program

Appropriation Language

For the cost of direct loans, [$61,000] $29,000, as authorized by chapter 31 of title 38,
United States Code: Provided, That such costs, including the cost of modifying such
loans, shall be as defined in section 502 of the Congressional Budget Act of 1974, as
amended; Provided further, that these funds are available to subsidize gross
obligations for the principal amount of direct loans not to exceed [$3,180,000]
$2,298,000.

In addition, for administrative expenses necessary to carry out the direct loan
program, [$320,000] $328,000, which may be paid to the appropriation for “General
Operating Expenses”.

Summary of Net 2010 Estimates

(dollars in thousands)

Budget Financing | Financing
Authority | Outlays | Authority | Disbursement
Program Account $357 $357 $0 $0
Direct Loan Financing Account $0 $0 -$368 -$368
Total $357 $357 -$368 -$368

Summary of Budget Request

An appropriation of $357,000 is being requested to provide subsidy payments of
$29,000 to the Vocational Rehabilitation Direct Loan Financing Account and to
reimburse $328,000 to the General Operating Expenses appropriation for
administrative expenses.

Program Description

Currently, loans of up to $1,041, twice the amount of the indexed full-time
subsistence allowance for a Veteran with no dependents under chapter 31, are
available to service-connected disabled Veterans participating in VA's Vocational
Rehabilitation and Counseling Program. Vocational rehabilitation counselors
approve these temporary loans to those needing additional financial assistance.
The loan program helps provide Veterans with the resources necessary for them to
continue their vocational rehabilitation training if unforeseen hardship occurs.
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These loans help to ensure the Veteran remains in training, and have also assisted
Veterans moving from shelters to permanent housing.

These loans help protect VA's investment in the Veteran, which averages
approximately $8,640 each year. Repayment of the loan is made in monthly
installments, without interest, through deductions from future payments of
compensation, pension, subsistence allowance, educational assistance allowance, or
retired pay, thus ensuring loans are repaid. Most loans are repaid in full in less
than one year. There are few defaults.

Credit Reform

The "Federal Credit Reform Act of 1990," PL 101-508, changed the accounting for
Federal credit programs to more accurately measure their costs and to make them
consistent with and comparable to non-credit transactions. The intent of credit
reform is to separate subsidy costs, the cost to the government, from the non-
subsidized cash flows of credit transactions and to focus on the former for
budgeting and analysis. To accomplish this objective, credit programs separate the
Vocational Rehabilitation Loan Program into two accounts, the Program Account
and the Direct Loan Financing Account.

Program Account

The Vocational Rehabilitation Loan Program Account requests appropriations for
subsidy payments to the Vocational Rehabilitation Direct Loan Financing Account
and for associated administrative expenses reimbursed to the General Operating
Expenses appropriation. Subsidy amounts are estimated on a present value basis;
administrative expenses are estimated on a cash basis.
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Summary of Appropriation Highlights
(dollars in thousands)
2009
2008 Budget | Current 2010 Increase (+)
Actual | Estimate | Estimate| Estimate | Decrease (-)
Obligations
Direct loan subsidy $44 $61 $61 $29 -$32
Upward Reestimate 55 0 772 $0 772
Interest on Reestimates 28 0 40 $0 -40
Administrative expenses 311 320 320 328 +8
Total obligations $438 $381 | $1,193 $357 -$835
Unobligated Balance:
Start of year $0 $0 $0 $0 $0
End of year $0 $0 $0 $0 $0
Budget authority (net) $438 $381 | $1,193 $357 -$835
Obligated Balance:

Start of year $0 $0 $0 $0 $0
End of year $0 $0 $0 $0 $0
Outlays (net) $438 $381 | $1,193 $357 -$835

Workload:

Number of loans established 2,609 4,021 3,485 2,509 -976
Average loan amount $784 $791 $907 $916 +$9
Total Loan Amount $2,046 $3,180 $3,161 $2,298 -$863
Loan subsidy rate 2.16% 1.93% 1.93% 1.27% -0.66%
Average employment:

Veterans Benefits
Administration 3 > 3 3 0

Note: Dollars may not add due to rounding in this and subsequent charts.

Detail of Budget Request

The subsidy rate decreases from 1.93 percent in 2009 to 1.27 percent in 2010.
Approximately 2,509 loans may be made in 2010, with an average loan amount of
$916, resulting in a $2,298,000 direct loan level and $29,000 in direct loan subsidy.
For administrative expenses to provide issuance and accounting of all loans
disbursed, an average employment level of 3 FTE and $328,000 is requested during
2010.

Changes from Original 2009 Budget Estimate

Administrative expenses of $320,000 reflect recent congressional action on the 2009
request. The number of projected direct loans has decreased by 1,233 from the
original estimate of 4,021. The amount of projected loan disbursements has
decreased by $19,000. These costs were revised in order to reflect an accurate cost
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of this program. There were no changes in the loan subsidy rate and the subsidy
obligation.

Analysis of Increases and Decreases - Outlays
(dollars in thousands)
2009 2010
Current Estimate Estimate
Prior year outlays (net) $438 $1,193
Increases (+) and Decreases (-)

Loan Subsidy +$17 -$32
Upward Reestimates +$729 -$812
Administrative expense +$9 +$8
Change in obligated balance/other +$0 $0
Net Change +$755 -$835
Estimated Outlays (net) $1,193 $357

Outlays are projected to increase $755,000 in 2009, primarily due to increases in
subsidy, upward reestimates, and administrative expense. The subsidy rate (1.93%
vs. 2.16%) is expected to decrease; however, the amount of loans disbursed
($3,161,000 vs. $2,046,000) is expected to increase. Administrative expense is
expected to increase by $9,000 over the 2008 amount of $311,000.

In 2010, outlays will decrease $835,000, primarily due to lower subsidy upward
reestimates. The 2010 upward reestimates will not be calculated until the end of
2009 and will be shown in the 2011 Congressional Budget submission. Also
affecting the decrease in outlays is a decrease in subsidy of $32,000, due to a lower
subsidy rate (1.27% vs. 1.93%) on a lower amount of loans disbursed ($2,298,000 vs.
$3,161,000). The decrease in upward reestimates is offset by an increase in
administrative expense of $8,000 over the 2009 amount of $320,000.
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Direct Loan Financing Account - Off-Budget

The Vocational Rehabilitation Direct Loan Program, Financing Account is an off-
budget account that records all financial transactions; i.e., obligations, collections,
and outlays associated with direct loan originations. The Direct Loan Financing
Account is used primarily for the tracking of each cohort year’s loan activity and is
not included in the budget totals when calculating total government spending.

Financial Summary
(dollars in thousands)
2009
2008 Budget | Current | 2010 |Increase (+)
Actual | Estimate| Estimate| Estimate|Decrease (-)

Obligations:
Direct loans $2,046 $3,180 | $3,161 | $2,298 -$863
Downward Reestimates 701 0 124 0 -124
Interest on Treasury borrowings 241 36 0 0 +0

Total obligations $2,988 $3,216 | $3,284 | $2,298 -$986
Unobligated Balance:

Start of year $165 $0 $771 $0 -$771

End of year $771 $0 $0 $0 +$0
Obligated Balance:

Start of year $3 $3 $3 $3 +$0

End of year $3 $3 $3 $3 +$0
Offsetting Collections:
Loan Repayments $2,207 $3,238 $2,724 | $2,623 -$101
Interest on Uninvested Funds 116 0 0 13 +13
Payments from Program Account 44 61 61 29 -32
Upward Reestimate 82 0 812 0 -812

Total offsetting collections $2,450 $3,300 $3,597 | $2,665 -$932
Financing:

Financing authority, net $3,971 -$83 -$313 -$368 -$54

Financing disbursements, net $537 -$83 -$313 -$368 -$54

Summary of Off-Budget Financing Account

Approximately $2,298,000 in direct loans will be made in 2010, a decrease of
$863,000 from the 2009 level. The decrease is due to lower number of loans
expected to be established (2,509 vs. 3,485). The lower loan origination projection
reflects shift in benefits from Chapter 31 to Chapter 33 due to the new GL.I. bill.

Offsetting collections in 2010 are estimated to be $2,665,000, a decrease of $932,000
from the 2009 level. The decrease is due primarily to a $101,000 decrease in loan
repayments, a $812,000 decrease in upward reestimates, and a $32,000 decrease in
subsidy payments from the Vocational Rehabilitation Program Account. The 2010
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reestimates will not be calculated until the end of 2009 and shown in the 2011
Congressional Budget submission.

In 2010, offsetting collections of $2,665,000 exceed obligations of $2,298,000,
requiring net financing authority of negative $368,000.

Analysis of Increases and Decreases - Outlays
(dollars in thousands)

2009 2010
Current Estimate Estimate
Prior year Financing Disbursement (net) $537 -$313
Increases (+) and Decreases (-)
Obligations:
Direct loans +$1,115 -$863
Downward Reestimates -578 -124
Interest on Treasury borrowing -241 +0
Offsetting collections
Loan Repayments -$517 +$101
Interest on Uninvested Funds +116 -13
Payments from Program Account -17 +32
Upward Reestimate -729 +812
Change in obligated balance/other +0 +0
Net Change -$851 -$54
Estimated Financing Disbursement (net) -$313 -$368

In 2009, net financing disbursement will decrease by $851,000. This is due primarily
to decreases in subsidy downward reestimates ($124,000 vs. $701,000) and Treasury
interest expense ($0 vs. $241,000) and increases in loan repayments ($2,724,000 vs.
$2,207,000) and subsidy upward reestimates ($812,000 vs. $82,000). These changes
are partially offset by an increase in loan disbursements ($3,161,000 vs. $2,046,000)
and a decrease in Treasury interest income ($0 vs. $116,000).

In 2010, net financing disbursement will decrease by $54,000. This is due primarily
to a decrease in loan disbursements ($2,298,000 vs. $3,161,000). This change is
partially offset by decreases in loan repayments and subsidy downward and
upward reestimates. The 2010 reestimates will be calculated at the end of 2009 and
shown in the 2011 Congressional Budget submission.
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Post-Vietnam Era Veterans’
Education Account

Program Description

Title 38 U.S.C. chapter 32, Post-Vietham Era Veterans' Educational Assistance
Program (VEAP) is a voluntary contribution and matching program. To be
eligible, an individual must have initially entered active duty on or after January 1,
1977, and before July 1, 1985, and enrolled and contributed before April 1, 1987.
The individual must have served continuously for more than 180 days. Individuals
on active duty could enroll and contribute between $25 and $100 a month up to a
total of $2,700. An individual on active duty may make a lump-sum contribution
at any time before his or her discharge or release if he or she has not yet
contributed $2,700. The government matches contributions on a 2-for-1 basis. The
government may make additional contributions, or "kickers," into the fund on
behalf of individuals in critical military fields, as determined by Department of
Defense, to encourage individuals to enlist or reenlist in the Armed Forces.

Educational Assistance Test Program, authorized in section 901, PL 96-342, is a
noncontributory program in which individuals, or, in some cases, their dependents,
may receive educational assistance and subsistence allowance while training at

accredited educational institutions. The program is funded by DoD and codified in
10 U.S.C. chapter 106A.

Section 903, PL 96-342, Educational Assistance Pilot Program - Noncontributory
VEAP, is a modified chapter 32 program. It differs from the basic chapter 32
program in that the service department makes the individual's monthly
contributions and certain individuals are permitted to transfer their entitlement to
their spouses or children. The program is codified in 10 U.S.C. 2141(a).

The enactment of PL 101-510, “National Defense Authorization Act for Fiscal Year
1991” on November 5, 1990, allowed servicepersons enrolled or eligible to reenroll
in VEAP, who were involuntarily separated from service on or after February 3,
1991, an opportunity to make an irreversible election to receive assistance under the
Montgomery GI Bill (MGIB) educational assistance program in lieu of VEAP.
Certain servicepersons who voluntarily separated from the military on or after
December 5, 1991, as provided for under PL 102-484, “The National Defense
Authorization Act for Fiscal Year 1993,” are eligible for the MGIB program effective
October 23, 1992. An opportunity to enroll in the MGIB program also was
extended to chapter 32 (and section 903) servicepersons under PL 104-275, “The
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Veterans Benefits Improvement Act of 1996.” Under that law, the serviceperson
must have been a VEAP participant on October 9, 1996, and made a permanent
election to become eligible for the MGIB program. Individuals who elected to
disenroll from the VEAP program paid $1,200 into the Department of Treasury’s GI
Bill receipt account to establish eligibility under the MGIB program.

Starting in 2005, section 106 of PL 108-454 made educational benefits available to
pay for the national admissions exams and national exams for credit at institutions
of higher education.

Post-Vietnam Era Veterans’ Education Program
Fund Highlights
(dollars in thousands)
2009
2008 Budget | Current 2010 Increase (+)
Actual Estimate | Estimate | Estimate | Decrease (-)

Obligations:

Training $746 $846 $791 $776 -$15

Section 901 Training 491 540) 491 481 -10

Disenrollments 795 787 808§ 740 -68
Total Obligations $2,032 $2,173 $2,090 $1,997, -$93
Budget Authority (trust fund, indefinite) $820) $1,427, $996 $1,240 $244
Outlays $2,030 $2,219) $2,130) $2,035 -$95
Unobligated balance, start of year $67,341] $65,983] $66,128] $65,034 -$1,094
Unobligated balance, end of year $66,128]  $65,238 $65,034 $64,278 -$756
Workload
Trainee 560 495 554 543 -11
Section 901 Trainees 42 42 42 41 -1
Participants, end of year 194,694] 193,089 193,576 192,519 -1,057
Disenrollments 591 600 600 550 -50
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Summary of Budget Request

No appropriation action by Congress is required. Budget authority, consisting of
transfers from DoD and deposits from participating servicepersons, are available as
permanent and indefinite authority. Currently, the Department of Veterans Affairs
estimates that this 2010 portion of the cost for VEAP will be over $1.2 million for
584 trainees.

Changes From the Original 2009 Estimate

In revising the 2009 budget estimate, obligations decreased by $83 thousand from
the 2009 original estimate. This is primarily due to decreased estimates in training
obligations for both chapter 32 and section 901. Although the number of chapter 32
trainees increased by 59, the increase is more than offset by decreased average
payment projections ($1,428 vs. $1,709) resulting in net decreased obligations of $55
thousand. While the projected number of section 901 trainees remained the same, a
decrease in average payments ($11,687 vs. $12,857) results in a decrease of $49
thousand in obligations. The number of anticipated disenrollments has remained
the same however, the average amount of disenrollment payments increased $34
resulting in an increase of $21 thousand in obligations. Budget authority has
decreased $431 thousand from the original estimate.

Post-Vietnam Era Veterans” Education Program

Analysis of Increases and Decreases
(dollars in thousands)

2009 2010
Estimate Estimate
Prior year obligations $2,032 $2,090
Training +45 -15
Training under Section 901 0 -10
Disenrollments +13 -68
Net Change $+58 $-93
Estimated Obligations $2,090 $1,997

Analysis of Increases and Decreases

In 2010, obligations are projected to be nearly $2.0 million, a decrease of $93
thousand from the 2009 level of almost $2.1 million. Training obligations are
projected to decline by $15 thousand due to fewer trainees (543 vs. 554), and
average payments are expected to remain constant. One fewer Section 901 trainee
will result in a decrease in obligations of $10 thousand. Disenrollment obligations
are projected to decline as a result of fewer participants disenrolling (550 vs. 600).
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Post-Vietnam Era Veterans” Education Program
Summary of Workloads & Obligations
(dollars in thousands)
2009
2008 Budget | Current 2010 |Increase (+)
Actual | Estimate | Estimate | Estimate |Decrease (-)

Participants, End of Year 194,694 193,089 193,576] 192,519 -1,057]
Trainees 560 495 554 543 -11
Average Per Trainee (whole dollars) 1,333 1,709 1,428 1,428 0
Obligations for Training 746 846 791 776 -15
Section 901 Trainees 42 42 42 41 -1
Average Per Trainee (whole dollars) $11,687 $12,857] $11,687] $11,687 0
Obligations for Section 901 $491 $540 $491 $481 -$10,
Disenrollments 591 600 600 550 -50)
Average Refund (whole dollars) $1,346 $1,312 $1,346 $1,346 0
Obligations for Disenrollments $795 $787 $808 $740 -$68
Sources of budget authority:
Contributions of Servicepersons $150 $223 $146 $141 -$5)
Transfers from DoD:

Matching Payments for Training 0 $334 $100 $314 $214

Bonus “Kickers” 219 331 300 304 4

Section 901 Training 450 540, 450 481 31

Section 903 Training 0 0 0 0 0

Total Budget Authority $820 $1,428 $996 $1,240 $244

The number of participants will continue to decline since the program is closed to
new enrollments. Since eligibility is restricted to persons who first entered active
duty prior to July 1, 1985, a smaller percentage of those discharged each year from
the military are eligible for this program. There were two opportunities for
participants and contributors in the VEAP program to disenroll from the program
and enroll in the Montgomery GI Bill. VEAP participants who disenroll receive a
refund of their contributions. The current participants’ last date of eligibility for
training in the VEAP program is projected to be 2025.
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Program Highlights

In 2008, 560 participants trained under this program and obligations totaled $746
thousand. In addition, 42 individuals trained under section 901 of PL 96-342 with
obligations totaling $491 thousand. During 2008, 591 participants disenrolled
from this program and received $795 thousand in refunds.

Through the end of 2008, a total of 1,154,010 individuals have contributed to the
VEAP program. Of these contributors, 257,279 have received some educational
assistance; 702,037 have disenrolled and received a refund without receiving
educational assistance; 194,678 are in an inactive status, never having received
educational assistance or disenrolled, and 16 are currently on active duty and
contributing.

Post-Vietnam Era Education
Historical Usage by Participants

(as of September 2008)
Active
0%
Inactive Trained

17% 22%

Disenrolled
61%

O Trained W Disenrolled O Inactive O Active
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Housing

Appropriation Language

For the cost of direct and guaranteed loans, such sums as may be necessary to
carry out the program, as authorized by subchapters I through III of chapter 37 of
title 38, United States Code: Provided, That such costs, including the cost of
modifying such loans, shall be as defined in section 502 of the Congressional
Budget Act of 1974: Provided further, That during fiscal year 2010, within the
resources available, not to exceed $500,000 in gross obligations for direct loans are
authorized for specially adapted housing loans.

In addition, for administrative expenses to carry out the direct and guaranteed
loan programs, $165,082,000. For the administrative expenses to carry out the
guaranteed transitional housing loan program authorized by subchapter VI of
chapter 20 of title 38, United States Code, not to exceed $750,000 of the amounts
appropriated by this Act for ““General operating expenses”” and ““Medical support
and compliance”” may be expended.

Total Housing
Summary of Appropriation Highlights
(dollars in thousands)
2009
. d Liquidating A. A2 0081 Budget Current 2,010 Increase (+)

Housing Program and Liquidating Accounts ctua Estimate Estimate Estimate | Decrease (-)
Obligations:

Liquidating Account $13,689 $14,319 $11,399 $9,546 -$1,853

Program Account $963,775 $165,359 $508,127 $188,635 -$319,412
Total Obligations $977,464 $179,678 $519,526 $198,181 -$321,345
Budget Authority:

Mandatory, Program Account $809,213 $1,979 $350,917 23,553 -$327,364

Mandatory, Liquidating Account -20,242 -15,750 -13,993 -12,605 +$1,388

Discretionary Program Account 154,562 157,210 157,210 165,082 +$7,872
Total Budget Authority (net) $943,533 $143,439 $494,134 $176,031 | -$318,103
Outlays:

Liquidating Account -$24,632 -$15,750 -$11,435 -$12,605 -$1,170

Program Account $963,775 $160,129 $508,127 $188,635 -$319,492
Total Outlays (net) $939,144 $144,378 $496,692 $176,031 -$320,661

Note: Dollar amounts may not add due to rounding in this and subsequent charts.

2010 Congressional Submission 2E-1



Summary of Budget Request

The 2010 appropriation request includes funding for the mandatory and
discretionary requirements of the Housing and Guaranteed Transitional
programs. The mandatory request of $23.6 million for the Housing program
account includes estimated funding for subsidy payments (costs to the
government) for the Loan Sales program. The Liquidating account does not
require an appropriation to fund account obligations because sufficient resources
are available from offsetting collections (borrower’s principal and interest
payments, sale of homes, etc.). The discretionary request of $165.1 million
includes the funding requirements for general operating expenses associated with
General Counsel, Information Technology, and Veterans Benefits Administration.

Guaranteed loan sales securities subsidies reflect the portion of the expected
default payments by the government that the government does not expect to be
offset by collections, in net present value terms. In 2010, based on the estimated
number of guaranteed loans sold (12,388) and the average loan amount ($78,566),
loan sales totaling $973.3 million are estimated to be sold. The subsidy estimate
of $23.6 million is based on a subsidy rate of 2.42 percent and is calculated in a
similar manner as direct loans, using the same discount rate.

The Guaranteed Transitional Housing budget for fiscal year 2010 requires no
funding for guaranteed transitional housing loan obligations. Future subsidy
requirements for the Guaranteed Transitional Housing program will be funded
from the unobligated balance of the initial $43.4 million in subsidy appropriation.

Credit Reform

The "Federal Credit Reform Act of 1990 (FCRA)," PL 101-508, changed the
accounting for Federal credit programs to more accurately measure their costs and
to make them consistent with and comparable to non-credit transactions. The
intent of credit reform is to separate subsidy costs, the cost to the government, from
the non-subsidized cash flows of credit transactions and to focus on the former for
budgeting and analysis. To accomplish this objective, credit programs separate
the Housing Loan Program into three accounts, the Program Account, the Direct
Loan Financing Account and the Liquidating Account.
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Credit Reform Accounts Descriptions

Liquidating Account:

The Liquidating Account records all cash flows to and from the Government
resulting from direct loans obligated and loan guarantees committed prior to
1992. This account is shown on a cash basis. Acquired and Vendee loans
originating from this account in 1992 and after are recorded in the Direct Loan
Financing Account.

Program Account:

The Program Account records the subsidy costs (cost to the government)
associated with direct loans obligated and loan guarantees committed since 1992,
as well as the discretionary administrative expenses associated with the housing
programs. Subsidy costs are calculated on a net present value basis; the
administrative expenses are estimated on a cash basis. This account also holds
the unobligated balance of the original appropriation for subsidy associated with
the Guaranteed Transitional Housing Loans for Homeless Veterans Program.
The Administrative costs for this program, typically funded from this account, are
funded from the Medical Administration and General Operating Expenses
appropriations and may not exceed $750,000 of the amount appropriated.

Direct Loan Financing Account:

The Direct Loan Financing Account (DLFA) is a non-budgetary account that
records all financial transactions to and from the government resulting from direct
loans obligated since 1992 (including all vendee loans established and loans
acquired from the Liquidating and Guaranteed Loan Financing Accounts). The
DLFA primarily tracks each cohort year's loan activity (principal and interest
payments, Treasury borrowings, interest paid to or received from Treasury, etc.)
and is not included in the budget totals when calculating total government
spending. In 2007, the DLFA began executing two distinct cohorts, one for Direct
Acquired Loans and one for Direct Vendee Loans.

Guaranteed Loan Financing Account:

The Guaranteed Loan Financing Account (GLFA) is a non-budgetary account that
records all financial transactions, to and from the government, resulting from loan
guarantees committed since 1992 (including modifications of loan guarantees that
resulted from commitments in any year). Like the DLFA, its primary purpose is the
financial tracking of each cohort year's loan activity and is not included in the
budget totals.

Loan Sales Securities Guaranteed Loan Financing Account:

The Guaranteed Loan Sales Securities Account (LSSA) was established in 1999 to
record transactions from the guarantee of Vendee loans sold under the Vendee
Mortgage Trust (VMT) Securitization Program. Like DLFA and GLFA, this
account’s primary purpose is the financial tracking of each cohort year’s loan sale
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activity and is not included in the budget totals when calculating total government
spending.

Guaranteed Transitional Housing Loan Financing Account:

The Transitional Housing Direct Loan Financing Account is a non-budgetary
account that records all financial transactions to and from the government
resulting from direct loan obligations. The Direct Loan Financing account is used
primarily for the financial tracking of each cohort year’s loan activity within the
financing account and is not included in the budget totals when calculating total
government spending. Guaranteed Transitional Housing Loans will be financed
by the Federal Financing Bank (FFB) and, for budgetary and accounting purposes,
considered Agency debt. Therefore, although this is a guaranteed loan program,
all transactions will be accounted for in a direct loan financing account.
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Program Description

The principal objective of the loan guaranty program is to help eligible Veterans,
active duty personnel, surviving spouses, and selected reservists purchase and
retain homes in recognition of their service to the Nation. The program operates by
substituting the Federal Government's guaranty for a down payment that might
otherwise be required when a borrower purchases a home.

Under 38 U.S.C. § 3703 and Public Law 110-389 § 501, the guaranty amount from
January 1, 2009 through December 31, 2011 for a borrower with full entitlement is
as follows:

e 50 percent for loans of $45,000 or less;

e $22,500 for loans greater than $45,000, but no more than $56,250;

e The lesser of $36,000 or 40 percent of the loan amount for loans greater
than $56,250, but not more than $144,000;

e 25 percent for loans in excess of $144,000 up to $417,000 or;

e The lesser of 25 percent of the loan amount or the maximum guaranty
amount for loans greater than $417,000. The maximum guaranty amount
varies depending on the location of the property.

(1) For all locations in the United States other than Alaska, Guam,
Hawaii, and the U.S. Virgin Islands, the maximum guaranty
amount is the greater of 25 percent of (a) $417,000 or (b) 125 percent
of the area median price for a single-family residence, but in no case
will the guaranty exceed $273,656.25.

(2) In Alaska, Guam, Hawaii, and the U.S. Virgin Islands, the
maximum guaranty amount is the greater of 25 percent of (a)
$625,500 or (b) 125 percent of the area median price for a single-
family residence, but in no case will the guaranty exceed
$410,484.38.

(3) The maximum guaranty amounts set forth above will be adjusted
annually. The next adjustment will affect loans closed on or after
January 1, 2010.

Avoiding foreclosure is critical to VA and Veterans. VA's goal is to help Veterans
retain their homes and to reduce the likelihood of foreclosure. VA and loan
servicers take aggressive intervention actions when loans are more than 60 days
in default. Benefits of assisting borrowers in default include the Veteran retaining
his or her home and minimizing the damage to their credit rating, as well as a
cost savings to the government.

VA charges various upfront funding fees according to the fee structure authorized
in 38 U.S.C. § 3729. A person who pays a fee for a loan guaranteed or insured after
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December 31, 1989, or who is exempt from payment of the fee, shall have no
liability to VA for any loss resulting from default except in the case of fraud,
misrepresentation, or bad faith. This exemption does not apply to manufactured
homes under section 3712 or loan assumptions.
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Loan Fee Structure for Guaranteed Loans
Veterans Reservists
First Time Use
Down payment:
Less than 5 percent:
- Before January 1, 2004 2.00% 2.75%
- January 1 until October 1, 2004 2.20% 2.40%
- October 1, 2004 until October 1, 2011 215% 2.40%
- On or after October 1, 2011 1.40% 1.65%
At least 5 percent but less than 10 percent:
- Before October 1, 2011 1.50% 1.75%
- On or after October 1, 2011 0.75% 1.00%
10 percent or more:
- Before October 1, 2011 1.25% 1.50%
- On or after October 1, 2011 0.50% 0.75%
Second and Subsequent Use
Down payment:
Less than 5 percent:
- Before January 1, 2004 3.00% 3.00%
- January 1, 2004 until October 1, 2006 3.30% 3.30%
- October 1, 2006 until October 1, 2007 3.35% 3.35%
- October 1, 2007 until October 1, 2011 3.30% 3.30%
- October 1, 2011 until October 1, 2013 2.15% 2.15%
- On or after October 1, 2013 1.25% 1.25%
At least 5 percent but less than 10 percent 1.50% 1.75%
10 percent or more 1.25% 1.50%
Refinancing Loans
Interest rate reduction 0.50% 0.50%
Other
Assumptions 0.50% 0.50%
Service-connected Veterans 0.00% N/A

VA is authorized to make direct loans to severely disabled Veterans in connection
with Specially Adapted Housing Grants. The maximum loan amount is $33,000.
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Veterans may also obtain guaranteed loan financing to buy a new or used
manufactured home and/or buy or improve a lot for placement of a manufactured
home. The guarantee amount is the lesser of 40 percent of the loan amount or
$20,000. Veterans are charged a funding fee of one percent of the loan amount.

The Guaranteed Transitional Housing program was established by PL 105-368,
the “Veterans Benefits Enhancement Act of 1998”. The program is a pilot project
designed to expand the supply of transitional housing for homeless Veterans by
providing up to 15 loans with a maximum aggregate value of $100 million. The
project must enforce sobriety standards and provide a wide range of supportive
services, such as counseling for substance abuse and job readiness skills.
Residents, once employed, will be required to pay a reasonable fee.
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Housing Liquidating and Program Accounts
Summary of Appropriation Highlights

(dollars in thousands)

2009
2008 2010 Increase (+)
Actual Budget Current Estimate Decrease (-)
Estimate Estimate

Liquidating:

Program Obligations $13,689 $14,319 $11,399 $9,546 -$1,853

Unobligated Balance:

Start of year $7,983 $0 $4,189 $0 -$4,189
End of year $4,189 $0 $0 $0 $0

Transfer to General Fund -$28,225 -$15,750 -$18,182 -$12,605 +$5,577
Offsetting Collections $39,651 $30,069 $25,392 $22,151 -$3,242
Budget Authority (net) -$20,242 -$15,750 -$13,993 -$12,605 +$1,388
Outlays (net) -$24,632 -$15,750 -$11,435 -$12,605 -$1,170

Housing Program:

Loan Subsidy Obligations:

Veterans Housing Guaranteed $0 $0 $0 $0 $0
Veterans Housing Loan Sales 4,122 0 21,750 23,553 +$1,803
Veterans Housing Direct Acquired 4,402 1,979 2,453 0 -$2,453
Veterans Housing Direct Vendee 0 0 0 0 $0
Veterans Transitional Housing Loans 0 6,170 0 0 $0
Upward Reestimates, including interest:
Veterans Housing Guaranteed 662,774 0 282,127 0 -$282,127
Veterans Housing Loan Sales 115,616 0 11,009 0 -$11,009
Veterans Housing Direct Acquired 20,990 0 33,578 0 -$33,578
Veterans Housing Direct Vendee 1,309 0 0 0 $0

Administrative Expenses:

Veterans Benefits Administration 114,216 116,903 116,903 124,313 +$7,410
General Counsel 4,989 5,140 5,140 5,284 +$144
Information Technology 35,357 35,167 35,167 35,485 +$318

Obligations $963,775 $165,359 $508,127 $188,635 -$319,492

Unobligated Balance:

Unobligated Balance Expiring $0 $0 $0 $0 $0
Start of year $43,387 $43,387 $43,387 $43,387 $0
End of year $43,387 $37,217 $43,387 $43,387 $0

Budget Authority (net) $963,775 $159,189 $508,127 $188,635 -$319,492

Obligated Balance:

Start of year $0 $0 $0 $0 $0
End of year $0 $5,231 $0 $0 $0

Outlays (net) $963,775 $160,129 $508,127 $188,635 -$319,492

Total Obligations $977,464 $179,678 $519,526 $198,181 -$321,345

Budget Authority:

Appropriation, mandatory $809,213 $1,979 $350,917 $23,553 -$327,364
Appropriation, discretionary $154,562 $157,210 $157,210 $165,082 +$7,872
Liquidating Account -$20,242 -$15,750 -$13,993 -$12,605 +$1,388
Total Budget Authority (net) $943,533 $143,439 $494,134 $176,031 -$318,103
Total Outlays (net) $939,144 $144,378 $496,692 $176,031 -$320,661
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Detail of Budget Request

The Liquidating Account does not require an appropriation to fund account
obligations because sufficient resources are available from the anticipated $22.2
million in offsetting collections (borrower’s principal and interest payments, sale
of homes, etc.). Obligations for 2010 are estimated at $9.6 million which, when
netted with collections, results in a negative budget authority of $12.6 million.
The Liquidating Account includes activity for all loans disbursed prior to fiscal
year 1992. These loans do not fall under the requirements of FCRA and subsidy is
not calculated for the Liquidating Account.

Budget authority of $188.6 million is requested for the Housing Program Account
for 2010 to provide funding for administrative expenses of $165.1 million and
subsidy payments of $23.6 million to the Guaranteed Loan Sales Financing
Account. A subsidy appropriation is not required for the Veterans Housing
Guaranteed Loan, Direct Acquired and Vendee Loan, and Guaranteed
Transitional Housing programs for 2010. The Veterans Housing Guaranteed
Loan and Direct Acquired and Vendee Loan programs have negative subsidy
rates in 2010. Any Guaranteed Transitional Housing program subsidy would be
funded from unobligated balance carry forward.

Subsidy for federal credit programs represents the estimated cost to the
Government of making and guaranteeing loans. Veteran’s Housing loans are
generally for 30 years and the subsidy rate reflects the cost to the Government for
that 30-year period. A subsidy rate is the net present value of all cash inflows
(fees, down payments, sales of inventory property, etc.) less the cash outflows
(claim and acquisition payments, property expenses, etc.) for those 30 years.
Risk-adjusted cash inflows and outflows are estimated for each year of the 30
years. Subsidy Budget Authority requested is the subsidy rate for the program
multiplied by the total loan level projected for 2010. A negative subsidy rate
results when cash inflows exceed cash outflows, thus government funds in the
form of subsidy are not required. Details on loan levels and subsidy rates for all
credit programs are displayed in the Workload Summary table.

Changes from Original 2009 Budget Estimate

Current 2009 Housing Program Account budget authority of $508.1 million is an
increase of almost $349 million from the original 2009 budget estimate. This is
primarily the result of an increase of almost $327 million in subsidy upward
reestimates for the Guaranteed, Loan Sales Securities, and Direct Acquired Loan
housing programs and an increase of $21.8 million in subsidy for a projected loan
sale. These increases in budget authority are offset by a decrease of $6.2 million in
subsidy for Guaranteed Transitional Housing loans.
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Housing Liquidating and Program Accounts

Analysis of Increases and Decreases - Outlays
(dollars in thousands)

2009 2010
Current Estimate Estimate

Prior Year Outlays $939,144 $496,692
Liquidating:

Liquidating Obligations -$2,290 -$1,853

Liquidating Collections +14,258 +3,242

Liquidating Change in Obligated Balance +2,758 -2,558

Change in Uncollected Customer Payments -1,530 0
Housing Program:

Loan Sales Loan Subsidy +17,628 +1,803

Direct Acquired Loan Subsidy -1,949 -2,453

Transitional Housing Loan Subsidy 0 0

Upward reestimate, with interest:

Guaranteed Loans -380,647 -282,127

Loan Sales Securities -104,607 -11,009

Direct Acquired Loans +12,587 -33,578

Direct Vendee Loans -1,309 0

Change in Obligated Balances/other 0 0
Administrative Expenses +2,648 +7,872
Net Change -$442,452 -$320,661
Estimated Outlays (net) $496,692 $176,031

Outlays for mandatory programs in 2009 are projected to decrease by $442.5 million
from the 2008 level. This is primarily due to a decrease of $486.6 million in upward
reestimates for the Guaranteed Loan, Loan Sale Securities, and Direct Vendee Loan
programs. Additionally, there is a decrease of $1.9 million in the Direct Acquired
Loan program subsidy. These decreases are offset by increases of $13.2 million in
Liquidating Account net outlays, $17.6 million in Loan Sale Securities program
subsidy, $12.6 million in Direct Acquired Loan program upward reestimates, and
$2.6 million in Administrative Expenses.

Outlays for mandatory programs in 2010 are currently projected to decrease by
$320.7 million from 2009. This is primarily due to a decrease of $326.7 million in
upward reestimates for the Guaranteed Loans, Loan Sales Securities, and Direct
Acquired Loans programs. The 2010 upward reestimates will not be calculated
until the end of 2009 and will be shown in the 2011 Congressional Budget
submission. Also, the 2010 outlay is reduced by a decrease of $1.2 million in
Liquidating Account outlays (net). These decreases in outlays are offset by an
increase of $7.9 million in Administrative Expenses.
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Financing Accounts - Non-Budgetary

(dollars in thousands)

Financial Summary

2009
2008 Budget Current 2010 Increase (+)
Actual Estimate Estimate Estimate Decrease (-)
Guaranteed Loans:
Obligations $1,901,464 | $2,226,587 | $2,730,813 | $2,118,953 | -$611,859
Collections $2,184,126 | $2,437,483 | $2,657,783 | $2,439,468 | -$218,315
Financing Authority (net) $0 $236,389 $0 $0 $0
Financing Disbursements (net) -$260,158 -$209,285 $91,650 -$321,798 -$413,448
Loan Sales Securities:
Obligations $252,311 $31,674 | $1,114,378 $983,389 |  -$130,990
Collections $335,432 $32,632 | $1,047,474 | $1,017,300 -$30,175
Financing Authority (net) $0 $0 $0 $0 $0
Financing Disbursements (net) -$78,631 $8,897 $66,904 $33,911 | -$100,815
Direct Loans:
Obligations $896,049 $516,569 | $1,301,667 | $1,358,314 +$56,647
Collections $404,991 $154,646 | $1,156,896 | $1,152,664 -$4,232
Financing Authority (net) $1,278,783 $361,924 $89,729 $205,650 | +$115,920
Financing Disbursements (net) $554,524 $383,812 $146,021 $205,446 +$59,426
Transitional Housing Loans:
Obligations $359 $6,221 $716 $257 -$458
Collections $572 $1,286 $335 $275 -$60
Financing Authority (net) -$22 $6,211 $0 -$12 -$12
Financing Disbursements (net) -$216 -$339 $381 -$18 -$399
Housing Financing Accounts Totals:
Obligations $3,050,182 | $2,781,052 | $5,147,574 | $4,460,913 | -$686,661
Collections $2,925,121 | $2,626,046 | $4,862,488 | $4,609,707 | -$252,782
Financing Authority (net) $1,278,762 $604,523 $89,729 $205,638 | +$115,909
Financing Disbursements (net) $215,519 $183,086 $304,957 -$150,280 -$455,237

Summary of Non-budgetary Financing Accounts

The Veterans Housing Guaranteed Loan program has a negative subsidy rate in
2010 and will not require any subsidy to guarantee 220,000 Veterans Housing
loans, totaling $46.3 billion. Public Law 110-389, the Veterans’ Benefits
Improvement Act of 2008, included some changes to the Loan Guaranty Program.
The Act extends the authority to guarantee adjustable rate mortgages (ARMs)
and hybrid adjustable rate mortgages (HARMs) through September 30, 2012. The
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Act also increases the maximum guaranty for cash-out refinance loans to the same
as purchase loans. In addition, cash-out refinance loans can now be made up to
100 percent of the appraised value of the home. Lastly, the Act extends the
increase to the maximum guaranty from January 1, 2009 through December 31,
2011.

The $23.6 million (on-budget) in Loan Sales subsidy for 2010 is to finance 12,388
loan commitments totaling $973.3 million. The Veterans Housing Direct Vendee
and Acquired Loan Programs have negative subsidy rates in 2010 and will not
require any subsidy to finance 7,835 and 491 loans (respectively), totaling $1.0
billion and $80.3 million (respectively).

Analysis of Financing Account Increases and Decreases

Non-Budgetary Disbursements
(dollars in thousands)

Financing 2009 2010
Current Estimate Estimate
Prior Year Net Disbursements $215,519 $304,957

Veterans Housing Financing Accounts:
Guaranteed Loans:

Obligations +$829,349 -$611,859
Offsetting collections -473,656 +218,315
Change in obligated balances +35,659 -19,904
Change in Uncollected Customer Payments -39,544 0
Loan Sales Securities:
Obligations +862,067 -130,990
Offsetting collections -712,042 +30,175
Change in obligated balances $0 0
Change in Uncollected Customer Payments -4,490 0
Direct Loans:
Obligations +405,618 +56,647
Offsetting collections -751,906 +4,232
Change in obligated balances -40,045 -1,454
Change in Uncollected Customer Payments -22,171 0
Transitional Housing Loans:
Obligations +357 -458
Offsetting collections +237 +60
Change in obligated balances +3 -1
Change in Uncollected Customer Payments +0 0
Net Change $89,437 -$455,237
Estimated Net Disbursements $304,957 -$150,280

In 2009, total financing net disbursements (outlays) are projected to increase $89.4
million, mostly due to increases in both the Guaranteed Loan and Loan Sales
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Securities outlays. Net disbursements for the Guaranteed Loan Financing
Account (GLFA) are estimated to increase $351.8 million, primarily due to
increases in obligations that exceed increases in offsetting collections. Net
disbursements for Loan Sales Securities are estimated to increase by $145.5
million, primarily due to increases in obligations that exceed increases in
offsetting collections. The increase in outlays is offset by a decrease of $408.5
million in net disbursements for Direct Loans, primarily due to increases in
offsetting collections that exceed increases in obligations.

In 2010, total financing net disbursements (outlays) are projected to decrease $455.2
million. Net disbursements for the GLFA are currently projected to decrease $413.4
million in 2010, primarily due to decreases in obligations of $611.9 million that
exceed decreases in offsetting collections of $218.3 million. Also, net disbursements
for the Loan Sales Securities are projected to decrease $100.8 million, primarily due
to decreases in obligations of $131.0 million that exceed decreases in offsetting
collections of $30.2 million. The decrease in outlays is offset by an increase in net
disbursements for Direct Loans of $59.4 million in 2010, primarily due to an
increase in obligations and a decrease in offsetting collections. Most of the decrease
in obligations and offsetting collections are due to decreases in reestimates, which
will not be calculated until the end of 2009 and shown in the 2011 Congressional
Budget submission.
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(dollars in thousands)

Workload Summary

2009
2008 Budget Current 2010 Increase (+)
Actual Estimate Estimate Estimate Decrease (-)
Veterans Housing Benefit Program:
Guaranteed Loans:
Subsidy rate -0.37% -0.66% -0.66% -0.17% +0.49%
Number of guaranteed loans 178,945 180,000 220,000 220,000 0
Amount of guaranteed loans $36,038,150 | $35,816,558 | $45,345,723 | $46,260,027 | +$914,304
Average loan amount (full dollars) $201,392 $198,981 $206,117 $210,273 +$4,156
Loan Sales Securities:
Subsidy rate 2.14% 0.00% 2.19% 2.42% 0.23%
Guaranteed loans sold:
Number of loans sold 2,532 0 12,767 12,388 -379
Amount of loans sold $192,616 0 $993,149 $973,273 -$19,877
Average loan amount (full dollars) $76,072 0 $77,788 $78,566 +$778
Gross proceeds from sale $197,681 0| $1,002,811 $982,741 -$20,070
Direct Loans:
Acquired Loans:
Subsidy rate 8.84% 3.04% 3.04% -10.15% -13.19%
Number of Loans 386 464 500 491 -10
Total amount of loans $49,757 $65,099 $80,698 $80,300 -$397
Average loan amount (full dollars) $128,904 $140,151 $161,350 $163,678 +$2,328
Vendee Loans:
Subsidy rate -1.59% -3.29% -3.29% -4.45% -1.16%
Number of Loans 626 2,230 7,660 7,835 +174
Total amount of loans $73,994 $256,649 $996,005 | $1,029,955 +$33,950
Average loan amount (full dollars) $118,248 $115,107 $130,019 $131,461 +$1,442
Transitional Housing;:
Subsidy rate 0.00% 99.18% 99.18% 0.00% -99.18%
Number of guaranteed loans 0 2 0 0 0
Total amount of loans $0 $6,221 $0 $0 $0
Average loan amount (full dollars) $0 | $3,110,565 $0 $0 $0
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Native American Veterans Housing Loan Program

Appropriation Language
For administrative expenses to carry out the direct loan program authorized by title
38 U.S.C. chapter 37, subchapter V, as amended: $664,000.

Summary of Net 2010 Estimates
(dollars in thousands)
Budget Financing Financing
Authority| Outlays | Authority |Disbursements
Program Account $664 $664 $0 $0
Direct Loan Financing Account 0 0 $10,711 $11,493
Total $664 $664 $10,711 $11,493

Summary of Budget Request

An appropriation of $664,000 is being requested to reimburse the General
Operating Expenses account for expenses necessary to administer this program.
The Native American Housing program has a negative subsidy rate in 2010 and
therefore will not require any subsidy from the program’s $2.3 million unobligated
balance.

Program Description

The Native American Veterans Housing Loan Program is authorized by 38 U.S.C.
chapter 37, section 3761 to make direct loans to Veterans who are members of
Federally-recognized tribes to purchase, construct, or improve homes located on
Federal trust lands, or to refinance an loan previously made under this program to
lower the interest rate. These homes must be occupied as the Veteran’s residence.
The principal amount of a loan under this authority ranges from $417,000 to
$1,094,625, depending on median area home prices. Veterans pay a funding fee of
1.25 percent of the loan amount but Veterans with service-connected disability are
exempt from paying the fee. The law also requires that before a direct loan can be
made, the Veteran's tribal organization sign a Memorandum of Understanding with
the Department of Veterans Affairs with respect to the terms and conditions of the
loan.
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The Native American Veterans Housing Loan Program is a program that began in
1993 as a pilot program. Indefinite subsidy authority of $4.5 million was provided
for by PL 102-389, "Departments of Veterans Affairs and Housing and Urban
Development, and Independent Agencies Appropriation Act, 1993”. Initial authority
for this pilot program expired September 30, 1997. Authority was extended through
December 31, 2001 by PL 105-114, “Veterans Benefits Act of 1997”, through December
31, 2005 by PL 107-103, ”Veterans Education and Benefits Expansion Act of 2001”,
extended through December 31, 2008, by PL 108-454, “Veterans Benefits
Improvement Act of 2004”, and became permanent by PL 109-233, “Veterans
Housing Opportunity and Benefits Act of 2006”.

Credit Reform

The "Federal Credit Reform Act of 1990," PL 101-508, changed the accounting for
Federal credit programs to more accurately measure the costs of credit programs and
to make credit programs consistent with and comparable to non-credit transactions.
The intent of credit reform is to separate the subsidy costs, the cost to the
government, from the non-budgetary cash flows of credit transactions and to focus
on the former for budgeting and analysis. To accomplish this objective, credit
programs separate the Native American Housing Loan Program into two accounts,
the Program Account and the Direct Loan Financing Account.

Program Account

The Native American Veterans Housing Loan Program, Program Account was
established to provide appropriations for the payment of subsidies to the Native
American Veterans Housing Loan Program, Direct Loan Financing Account and to
request appropriations for the associated administrative expenses, reimbursed to the
General Operating Expenses appropriation. The subsidy cost is calculated on a net
present value basis; the administrative expenses are estimated on a cash basis. This
account holds the unobligated balance of the original appropriation for subsidy.
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Native American Direct Loan Program Account
Summary of Appropriation Highlights
(dollars in thousands)
2009
2008 Budget| Current 2010 (Increase (+)
Actual | Estimatq Estimate | Estimate Decrease (-
Obligations
Loan modification subsidy $78 $0 $0 $0 $0
Upward reestimate, including interes 5,233 0 1,229 0 -1,229
Administrative expenses:
Veterans Benefits Administration 608 626 626 644 +18
General Counsel 20 20 20 20 0
Total administrative expenses 628 646 646 664 +18
Total obligations $5,939 $646 $1,875 $664 -$1,211
Unobligated Balance:
Start of year -$2,334 | -$2,334 -$2,256 -$2,256 $0
End of year $2,256 | $2,334 $2,256 $2,256 $0
Budget authority (net) $5,861 $646 $1,875 $664 -$1,211
Obligated Balance:
Start of year $0 $0 $0 $0 $0
End of year $0 $0 $0 $0 $0
Outlays (net) $5,939 $646 $1,875 $664 -$1,211
Financing:
Appropriation, discretionary $628 $646 $646 $664 +$18
Mandatory Indefinite $5,311 $0 $1,229 $0 -$1,229
Workload: 60
Number of direct loans established 36 $21127 86 60 -26
Average direct loan amount (dollars) | $171,357 ’ 0 $174,784 | $176,532 +$1,748
Amount of direct loans established $6,169 $12 676 $15,087 | $10,592 -$4,495
NA direct loan subsidy rate -14.48% | -10.07% | -10.07% | -32.78% -22.71%

Detail of Budget Request

The direct loan subsidy reflects the portion of loan disbursements, which the
Government does not expect to recover; ie., the cost to the Government in net
present value terms. The subsidy rate is calculated after discounting the estimated
net cash flows of loan disbursements by comparable rates on Treasury securities. The
discounted net cash value divided by the total value of loans equals the subsidy rate.

When the Native American Direct Loan Program was initiated, a positive subsidy
rate was assumed based on the assumption that these loans would have a default
rate consistent with the default rate that VA had experienced for other direct loans.
Funds used to make the loans are borrowed from Treasury and lent at market
rates. This interest rate spread, coupled with minimal defaults, generates a
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negative subsidy rate. Therefore, no subsidy will be transferred from the program
to the financing account in 2010.

To provide for origination, servicing, management, investment and common
overhead expenses, $664,000 is required for the Program Account. This amount will
provide VBA seven FTE at a cost of $644,000 payroll and nonpayroll expenses. The
Office of the General Counsel will be reimbursed $20,000 to support one FTE.

Native American Direct Loan Program Account
Analysis of Increases and Decreases - Outlays
(dollars in thousands)
2009 2010
Current Estimate Estimate
Prior year outlays (net) $5,939 $1,875
Increases (+) and Decreases (-)

Loan Modification Subsidy -$78 $0
Upward reestimate, including interest -4,003 -1,229
Administrative expenses +18 +18
Change in obligated balance/other 0 0
Net Change -$4,063 -$1,211
Estimated Outlays (net) $1,875 $664

In 2009, outlays will total almost $1.9 million, a decrease of $4.0 million from the 2008
level. This is due to a decrease of $4.0 million in the direct loan upward reestimate
from $5.2 million to $1.2 million.

In 2010, outlays will total almost $0.7 million, a decrease of $1.2 million from the 2009
level. The decrease is a result of the 2009 upward reestimates. The 2010 upward
reestimates will not be calculated until the end of 2009 and will be shown in the 2011
Congressional Budget submission.

Direct Loan Financing Account - Off-Budget

The Native American Veterans Housing Loan Program, Direct Loan Financing
Account is an off-budget account that records all financial transactions; i.e.,
obligations, collections, and outlays associated with direct loan originations. The
Direct Loan Financing Account is used primarily for the financial tracking of each
cohort year's loan activity and is not included in the budget totals when calculating
total government spending.

2F-4 Native American Veterans Housing Loan Program



Native American Direct Loan Financing Account - Off-Budget

Financial Summary
(dollars in thousands)

2009
2008 Budget | Current 2010 | Increase (+)
Actual | Estimate| Estimate | Estimate | Decrease (-)
Obligations:
Direct loans $5,652 | $12,676 | $15,087 | $10,592 -$4,495
Negative subsidy 893 1,276 1,519 3,472 +1,953
Interest on Treasury borrowings 3,132 2,709 2,232 2,658 +426
Property expenses -17 2 2 4 +2
Other Expenses 0 3 0 0 0
Treasury Receipt account:
Downward Reestimate 1,278 0 413 0 -413
Int. on Downward Reestimate 558 0 204 0 -204
Total obligations $11,496 | $16,667 | $19,457 | $16,726 -$2,731
Unobligated Balance:
Start of year $9,867 $0 $865 $0 -$865
End of year $865 $0 $0 $0 $0
Obligated Balance:
Start of year $3,238 $1,649 $1,536 $6,212 +$4,676
End of year $1,536 $1,671 $6,212 $5,429 -$782
Offsetting Collections:
Payments from Program account $5,233 $0 $1,229 $0 -$1,229
Loan Modification Subsidy 78 0 0 0 0
Interest on Uninvested funds 1,494 0 0 0 0
Loan repayments 1,736 3,212 2,098 2,732 +634
Interest received on loans 1,949 2,623 2,665 3,198 +533
Fees 65 94 73 69 -4
Other 13 17 15 17 1
Total offsetting collections $10,568 $5,946 $6,080 $6,016 -$65
Financing:
Financing authority, net $10,496 | $10,721 | $13,377 | $10,711 -$2,666
Financing disbursements, net $3,201 | $10,699 $8,701 | $11,493 +$2,792

Summary of Off-Budget Financing Account
Obligations are estimated at $16.7 million for 2010 and are expected to support 60
direct loans to Native American Veterans with a value of almost $10.6 million.
Obligations also reflect interest on Treasury borrowing of $2.7 million and negative
subsidy of $3.5 million. Interest on Treasury borrowing is computed based on
average financing authority net of offsetting collections, using current interest rate
assumptions on Treasury securities.
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Total offsetting collections in 2010 are estimated at $6.0 million, including $2.7 million
in repayments and prepayments of principal, $3.2 million from borrower’s interest
payments, $69,000 from fees on loans, and $17,000 from other collections. Collections
are less than $0.1 million lower in 2010 than in 2009 because of upward reestimates.
The 2010 upward reestimates will not be calculated until the end of 2009 and shown
in the 2011 Congressional Budget submission.

Changes from Original 2009 Budget Estimate

The current obligation estimate for 2009 is almost $2.8 million higher than the
original estimate primarily due to an increase in direct loan obligation of over $2.4
million. There is also an increase in downward reestimates of over $0.6 million.
These increases are slightly offset by a decrease in estimated interest payments to
Treasury for borrowings of $0.5 million.

Native American Direct Loan Financing Account - Off-Budget
Analysis of Increases and Decreases - Outlays
(dollars in thousands)
2009 2010
Current Estimate
Estimate
Prior year outlays (net) $3,201 $8,701
Increases (+) and Decreases (-)
Obligations:
Direct loans +$9,435 -$4,495
Negative Subsidy +626 +1,953
Interest on Treasury borrowing -900 +426
Property Expenses +19 +2
Other Expenses 0 0
Payments to Treasury Receipt account:
Downward Reestimate -865 413
Int. on Downward Reestimate -354 -204
Offsetting collections:
Payments from Program account +4,003 +1,229
Loan Modification Subsidy +78 0
Interest on Uninvested funds +1,494 0
Loan repayments 2361 -634
Interest received on loans 716 533
Fees -8 +4
Other 3 1
Change in obligated balances/other 6,379 +5,458
Change in Uncollected Customer Payments 571 0
Net Change +$5,499 $2,792
Estimated Outlays (net) $8,701 $11,493
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In 2009, outlays are estimated at $8.7 million, an increase of $5.5 million from 2008.
The overall outlay increase is due to increases in obligations and obligated balances
and decreases in offsetting collections from the program account and interest
income form Treasury. Obligations increase by $8.0 million primarily as the result
of an increase of $9.4 million in direct loans and an increase of $0.6 million in
negative subsidy costs. The obligation increases are offset by a $0.9 million
decrease in interest on Treasury borrowing and a $1.2 million decrease in
downward reestimates. The change in obligated balances decreases outlays by $6.4
million. Contributing to the increase in outlays due to higher obligations are
decreases in offsetting collections of $4.0 million in payments from the program
account and $1.5 million in interest income from Treasury.

In 2010, outlays are estimated at almost $11.5 million, an increase of $2.8 million from
2009. The increase is primarily the result of a $2.0 million increase in negative
subsidy payments, a $1.2 million decrease in offsetting collections from the program
account, and a $5.5 million change in obligated balances. Offsetting this increase is a
$4.5 million decrease in direct loan obligations and a $0.6 million decrease in
downward reestimates shown in 2010. The 2010 reestimates will not be calculated
until the end of 2009 and shown in the 2011 Congressional Budget submission.
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| nsurance Benefits

Appropriation Language

Veterans Insurance and Indemnities

For military and naval insurance, national service life insurance, servicemen’s
indemnities, service-disabled Veterans insurance, and Veterans mortgage life
insurance as authorized by title 38, United States Code, chapters 19 and 21,
$49,288,000 to remain available until expended.

2010 Congressional Submission 2G1



Insurance
Summary of Appropriation Highlights

(dollars in thousands)

2009
2008 Budget Current 2010 Increase (+)
Actual Estimate Estimate Request Decrease(-)
Lives Insured:!
Veterans (Administered Programs) 1,179,103 1,089,655 1,093,662 1,009,371 -84,291
Veterans (VGLI) 431,281 455,300 441,700 449,100 +7,400
Servicemembers (SGLI) 2,356,500 2,342,000 2,351,000 2,345,000 -6,000
Spouses and Children (FSGLI) 3,104,000 3,044,000 3,074,000 3,071,000 -3,000
Total Lives Insured 7,070,884 6,930,955 6,960,362 6,874,471 -85,891
Face Amount In Force $1,087,523,303 [$1,084,861,900 | $1,088,625,410 | $1,089,229,050 $ 603,640
Obligations:
Death Claims $1,120,543 $1,085,115 $ 1,154,096 $1,148,772 $-5324
Dividends 353,642 338,120 332,150 288,110 -44,040
Premiums Paid to OSGLI 808,648 832,360 799,840 797,760 -2,080
Transfers to Insurance Funds 531,152 34,902 410,421 40,592 -369,829
Payments for Administrative Expenses 35,755 38,910 44,842 45,144 +302
Capital Investments 78,047 83,830 76,410 75,960 -450
All Other Obligations 184,176 186,303 180,630 179,120 -1,510
Total Obligations $ 3,111,964 $ 2,599,540 $ 2,998,389 $ 2,575,458 $ -422,931
Funding:
Offsetting Collections
Premiums $ 98,054 $ 95,180 $97,830 $97,440 $-390
SGLI Premiums 810,644 834,090 801,910 799,900 -2,010
Interest on U.S. Securities 153,395 146,490 146,850 140,040 -6,810
Payments for S-DVI 32,640 34,322 39,431 40,132 +701
Extra Hazard Payments 456,865 0 243,000 0 -243,000
TSGLI Payments 41,125 0 127,500 0 -127,500
All Other Collections 297,060 280,160 277,898 255,840 --22,058
Total Collections $ 1,889,783 $1,390,242 $1,734,419 $ 1,333,352 $ -401,067
Unobligated balance (SOY) $-10,305,340 $-9,816,998 $ -9,816,891 $-9,228,033 +$ 588,858
Unobligated balance (EOQY) $ 9,816,891 $ 9,275,320 $ 9,228,033 $ 8,601,475 $ -626,558
Budget Authority, net:
Insurance Benefit (VI&I) $ 41,250 $ 42,300 $ 42,300 $ 49,288 $ +6,988
Transfer From C&P 5,772 $-5,772
Trust Funds $ 1,150,051 $1,121,470 $ 1,168,552 $ 1,139,530 $-29,022
Total:
Budget Authority (net) $1,191,301 $1,163,770 $1,216,624 $1,188,818 $ -27,806
Outlays (net) $1,222,933 $1,239,149 $1,296,451 $ 1,290,028 $-6,423

Note: Dollars may not add due to rounding in this and subsequent charts.

! The Insurance program depicts lives insured rather than showing the number of policies. This more accurately reflects the population
Insurance serves and the true scope of the insurance programs, because some Veterans in our administered programs have more than one policy,
and because our supervised programs (SGLI, FSGLI and VGLI) are in fact only one “group policy”.
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Summary of Budget Request

The Insurance business line administers six life insurance programs, including
two trust funds, two public enterprise funds, a trust revolving fund, and
Veterans’” Mortgage Life Insurance (VMLI) and supervises four additional
programs for the benefit of servicemembers, Veterans, and their beneficiaries. All
programs are operated on a commercial basis, to the extent possible, consistent
with all applicable statutes.

Budget authority (permanent and indefinite) is made available automatically to
the United States Government Life Insurance (USGLI) and the National Service
Life Insurance (NSLI) funds each year by virtue of standing legislation. All
obligations of the Veterans’ Special Life Insurance (VSLI) and Veterans” Reopened
Insurance (VRI) funds are paid from offsetting collections and redemption of
investments in U.S. Treasury securities. All obligations of the Service-Disabled
Veterans’ Insurance (S-DVI) fund are paid by transfers from the Veterans
Insurance and Indemnities (VI&I) fund and other offsetting collections. No action
by Congress is required. Obligations of the Servicemembers’ Group Life
Insurance (SGLI) program are financed from premium collections, interest on
investments, and redemption of U.S. securities.

In 2010, the VI&I account will require an appropriation of $49.3 million to finance
its operation. This will enable VA to transfer $40.1 million to the S-DVI program,
$8.7 million to the VMLI program, and $460,000 to the NSLI program (detailed
explanations for these transfers are included under Insurance - VI&I
Appropriated Fund).

Changes from Original 2009 Budget Estimate

Total obligations in 2009 increase by $398.8 million from the original 2009
estimate. The majority of this increase is a result of transfers to insurance funds,
which increase by $375.5 million; this increase is mainly due to an increase of $243
million in extra hazard payments and $127.5 million in transfers to fund the
Servicemembers’” Group Life Insurance Traumatic Injury Protection (TSGLI)
program. Extra hazard payments are payments that fund the difference between
death claims incurred during hostile military action and what would be expected
under peacetime experience. TSGLI payments are extra hazard payments that
are transferred from DoD to fund the excess of TSGLI claims paid over TSGLI
premiums received since the premium is intended to cover peacetime incidence
of traumatic injuries.

Death claims increase by $69 million from the original 2009 estimate. Death
claims have been re-estimated based on actual prior year experience.
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Premiums paid to the Office of Servicemembers Group Life Insurance (OSGLI) in
2009 decrease by $32.5 million from the original 2009 estimate. This decrease is a
result of a SGLI premium rate reduction from $.07 per month to $.065 per month
per $1,000 of coverage, effective July 1, 2008.

Offsetting collections in 2009 are projected to increase by $344.2 million from the
original 2009 estimate. The majority of this increase is the result of increases in
extra hazard payments of $243 million and TSGLI payments of $127.5 million
(discussed above). These increases are partially offset by a decrease in SGLI
premiums resulting from the premium rate reduction. SGLI premiums, extra
hazard payments, and TSGLI payments are transferred from DoD to VA and then
transferred by VA to OSGLIL Therefore, the transfer will appear as both a
collection and an obligation and do not impact net outlays.

There will be a one-time transfer of $5.8 million from Compensation and Pension
(C&P) to VI&I as a result of Public Law 110-389. This law signed October 10,
2008, changed the method for the appropriated funding of the S-DVI
administrative expenses. Historically, Insurance General Operating Expenses
(GOE) Budget Authority funded administrative expenses for S-DVI. The law
now requires the funding to come directly from the S-DVI fund. Since S-DVI is
not a fully self-supporting fund, it will require appropriations through VI&I.
Administrative expenses, payments to insurance funds, and payments for S-DVI
will increase as a result of the law’s enactment.
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Insurance
Analysis of Increases and Decreases
(dollars in thousands)
2009 2010
Estimate Estimate
Prior Year Outlays $ 1,222,933 $ 1,296,451
Increases (+) and Decreases(-)
Obligations:
Death Claims +33,553 -5,324
Dividends -21,492 -44,040
Premiums Paid to OSGLI -8,808 -2,080
Transfers to Insurance Funds -120,732 -369,829
Payments for Administrative Expenses +9,087 +302
Capital Investments -1,637 -450
All Other Obligations -3,546 -1,510
Offsetting collections:
Premiums +224 +390
SGLI Premiums +8,734 +2,010
Interest on U.S. Securities +6,545 +6,810
Payments for S-DVI -6,791 -701
Extra Hazard Payments +213,865 +243,000
TSGLI Payments -86,375 +127,500
All Other Collections +19,162 +22,058
Change in Obligated Balances +31,730 +15,441
Net Change $ +73,518 $ -6,423
Estimated Outlays (net) $ 1,296,451 $ 1,290,028

In 2009, outlays increase by $73.5 million above the prior year. The increase in net
outlays results from an increase in death claims, which is associated with a
change in obligated balances and a decrease in NSLI premiums (included in all
other collections). These increases are partially offset by decreases in dividends
paid to policyholders. Death claims are projected to increase in line with the
advancing age of policyholders. The decrease in NSLI premiums is a result of the
decline in the number of NSLI policies in force. The decrease in dividends is
attributed to a lower average rate of return on securities, resulting in decreased
investment earnings, which results in lower dividend distributions.

In 2009, SGLI premiums and premiums paid to OSGLI decrease by $9 million as a
result of the SGLI premium rate reduction. There are major changes to extra
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hazard payments and TSGLI payments received from DoD and transfers to
insurance funds from VA to OSGLI. However, these obligations and collections
offset each other and as a result, do not affect net outlays.

In 2010, outlays are projected to decrease by $6.4 million. The major changes in
obligations and collections that impact net outlays are decreases in dividends and
NSLI premiums (included in all other collections). There are also major decreases
in extra hazard payments ($243 million) and TSGLI payments ($127.5 million).
However, as mentioned above, these decreases in collections are offset by a
decrease in transfers to insurance funds, and as a result, do not affect net outlays.

Summary of Insurance Programs 2010
(dollars in millions)

VI&I NSLI USGLI | VSLI VRI SDVI SGLI Family VGLI TOTAL
(VMLI) | (WWII) (WWI) |(Korean)| (WWII- | (Open) (Open) SGLI (Open)
Korean) (Open)

Beginning Date 08/11/71| 10/08/40 (01/01/19|04/25/51|05/01/65|04/25/51| 09/29/65 |11/01/2001| 8/1/74
Closing Date Opento | 04/24/51 |04/24/51|12/31/56|05/01/66| Open to | Open to Opento | Open to

New Iss. New Iss.| New Iss. New Iss. |New Iss.
Lives Insured 2,190 645,930 3,622 | 151,049 | 26,913 | 179,667 | 2,345,000 | 3,071,000 | 449,100 | 6,874,471
Number of Polices Inforce
Term insurance 2,190 174,530 n/a 11,800 n/a 71,700 n/a n/a n/a 260,220
Permanent plans n/a 568,131 3,680 | 154,440 31,070 | 135,965 n/a n/a n/a 893,286
Tot. policies inforce | 2,190 | 742,661 | 3,680 | 166,240 | 31,070 | 207,665 | 2,345,000 | 3,071,000 | 449,100 | 7,018,606
Tot. value inforce® | $162 $ 8,838 $11 | $2,208 | $309 | $2,123 | $885,386 | $125727 |$64,465 |$1,089,229
Avg amt. per policy®| $ 74,105 $11,900 | $2,948 |$13,282 | $9,937 [$10,225 | $377,563 $40,940 143,543
Avg age 57.7 84.1 91.7 78.5 85.2 61.0 29.5 32.60) 48.5
Annual death rate
per 1,000 64.7 96.4 168.4 39.9 104.1 37.5 1.1 0.72%9 4.6

(1) The total value of inforce includes paid-up additional insurance.
(2)  The average amount of insurance is represented in whole numbers.
(3) Average age for spouses only.
(4) Average annual death rate for spouses only.
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Veterans Insurance and Indemnities Appropriation

The VI&I appropriation is the funding mechanism for several government life
insurance activities. Payments made from this fund include transfers to the
S-DVI and the NSLI funds as well as direct payments to insured Veterans and
their beneficiaries. Also included under the VI&I appropriation is the VMLI
program.

The largest category of obligations is the subsidy provided to the S-DVI fund.
The S-DVI fund requires a subsidy because it provides life insurance protection to
Veterans with service-connected disabilities at standard premium rates and is,
therefore, not self-supporting. Transfers to the NSLI fund are for premiums being
waived where the disability was caused by the extra hazards of military service.
By law, these extra hazard costs are borne by the government.

VMLI provides up to $90,000 of mortgage protection life insurance to disabled
Veterans who have received a grant for specially adapted housing. Policies are
issued at standard premium rates to individuals who are considered health risks.
A subsidy is necessary to support the VMLI program.

Servicemembers’ Group Life Insurance - Public Enterprise Fund -
Includes Veterans” Group Life Insurance? (VGLI), Family Servicemembers’ Group
Life Insurance (FSGLI), and Servicemembers’ Group Life Insurance Traumatic
Injury Protection (TSGLI).

The SGLI program provides low-cost group life insurance protection to persons
on active duty in the military service, ready reservists, members of the
Commissioned Corps of the National Oceanic and Atmospheric Administration
and the Public Health Service, cadets and midshipmen of the four service
academies, members of the Reserve Officer Training Corps, and members who
volunteer for assignment to a mobilization category in the Individual Ready
Reserve. The maximum amount of SGLI coverage for all servicemembers is
$400,000. Service personnel separated from active duty and the reserves have the
right to convert their SGLI coverage to renewable term insurance coverage
offered by the VGLI program. SGLI also offers FSGLI coverage for a
servicemember’s spouse and children if the servicemember is on active duty or a
member of the Ready Reserve of a uniformed service. Maximum coverage for
spouses is $100,000 or the amount of the servicemember’s SGLI, whichever is less.
Unlike SGLI, spouses’ premiums are age-based. All dependent children are
insured for $10,000 at no charge.

2VGLI is a conversion option for SGLI insurance carried by servicemembers. Prudential Insurance Company of America administers
the program under a contractual agreement, which is supervised by VA. The financial operation of the program is handled by
Prudential and is, therefore, not included in the Insurance budget.
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The SGLI program is supervised by VA and administered, under a contractual
agreement, by Prudential Insurance Company of America through OSGLI. VA
collects premiums from members of each of the uniformed services and disburses
those funds to OSGLI for the payment of claims and administrative expenses.
SGLI premiums also fund VA’s discretionary expenses associated with
supervision activities. The SGLI program is entirely self-supporting, except for
any costs resulting from excess mortality traceable to the extra hazard of duty in
the uniformed services. The monthly SGLI premium rate decreased from $.07 to
$.065 per $1,000 of insurance coverage effective July 1, 2008.

TSGLI is a traumatic injury protection rider under SGLI that provides for
payment between $25,000 and $100,000 (depending on the type of injury) to any
member of the uniformed services covered by SGLI who sustains a traumatic
injury that results in certain severe losses. The premium charged for this
coverage is $1 per month from each servicemember insured under SGLI. This
premium covers only the civilian incidence of such injuries with any excess
program costs above the premiums collected to be paid by DoD. Public Law
109-13 established the TSGLI program as a rider under the SGLI program
effective December 1, 2005. This law also contains a retroactive provision that
provides a servicemember who suffered a qualifying loss on or after October 7,
2001 and through and including November 30, 2005 with a benefit under TSGLI if
the loss was a direct result of a traumatic injury incurred in Operation Iraqi
Freedom or Operation Enduring Freedom. The law specifies that the Secretary of
Defense will certify to OSGLI the names and addresses of those members that the
Secretary determines to be eligible for such benefits.

Beginning in 2007, the VA’s Insurance Service undertook a comprehensive review
of the TSGLI program to ascertain whether additional injuries/losses should be
covered, whether the program was operating effectively, and whether other
improvements could be made. The Year One Review resulted in 13
recommendations, including 11 for TSGLI benefit payments for new traumatic
losses or losses whose standards have changed. One of the 11 recommendations
is that the new benefits be paid retroactively to qualifying servicemembers or
Veterans. The estimated retroactive benefit payout based on the
recommendations is approximately $52.7 million. The additional annual costs
beginning in 2009 is approximately $9.8 million. The regulation was published as
an interim final rule on November 26, 2008.

Administered Programs

The following five insurance programs operate basically in the same manner. The
maximum amount of basic coverage available under any of these programs is
$10,000. However, under the NSLI, VRI, and VSLI programs, policyholders can
purchase additional protection by electing to use their dividends to buy paid-up
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additional (PUA) insurance. Also, under the S-DVI program, supplemental
coverage up to $20,000 is available to policyholders who are eligible for waiver of
premiums due to total disability.

United States Government Life Insurance - Trust Fund

USGLI was established in 1919 as a successor to the War Risk Insurance program.
The program was closed to new issues on October 8, 1940, except for World War I
Veterans who could apply for coverage until April 25, 1951. This program is
self-supporting, except for claims traceable to the extra hazards of service in the
armed forces.>

National Service Life Insurance - Trust Fund

NSLI was created on October 8, 1940, to handle the insurance needs of World War
II service personnel. Policies were issued from 1940 until April 25, 1951. The
program is self-supporting, except for the cost of claims traceable to the extra
hazards of service in the armed forces. 3

Service-Disabled Veterans’ Insurance - Public Enterprise Fund

S-DVI was established on April 25, 1951, and is still open to new issues. S-DVI is
open to Veterans separated from service on or after April 25, 1951, who are
approved for service-connected disability ratings of zero percent or greater.
Because S-DVI insures Veterans with service-connected disabilities at standard
premium rates, it requires an annual subsidy from the VI&I account. S-DVI
policyholders who are eligible for waiver of premiums can purchase up to an
additional $20,000 in coverage at standard rates, based on their current age. No
waiver of premiums can be granted on the supplemental coverage.

Veterans’ Reopened Insurance - Public Enterprise Fund

Policies in the VRI program were issued during a re-opening of the NSLI
program from May 1, 1965, through May 2, 1966. This program made life
insurance available to certain World War II and Korean Conflict Veterans who
met the eligibility requirements. By law, the VRI program is entirely
self-supporting, and funds are transferred annually from the VRI fund to the
general operating expenses account to cover the cost of operations.

Veterans’ Special Life Insurance - Trust Revolving Fund

VSLI was established in 1951 to meet the insurance needs of Veterans who served
during the Korean Conflict and the post Korean War period. Individuals
separating from service between April 25, 1951, and January 1, 1957, had 120 days
to apply for VSLI. This program is self-supporting.?

3 Authori ty for the payment of administrative expenses out of excess earnings in these funds is contained in the annual appropriations
bill. This budget assumes that the payment from excess earnings will continue.
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Highlights by Account

(dollars in thousands)

2008 2009 2010 Increase (+)
Actual Current Estimate Request Decrease (-)
Obligations
USGLI $ 5,569 $5,390 $4,530 $ -860
NSLI 1,400,116 1,398,110 1,348,670 -49,440
SDVI 92,055 105,762 108,060 +2,298
VRI 54,309 52,660 50,070 -2,590
VSLI 207,777 213,150 212,650 -500
SGLI 1,308,634 1,172,410 799,900 -372,510
Vi& I 43,504 50,907 51,578 +671
Total obligations $ 3,111,964 $ 2,998,389 $ 2,575,458 $ -422,931
Budget authority (gross)
USGLI $ 5,569 $5,390 $4,530 $ -860
NSLI 1,400,116 1,398,110 1,348,670 -49,440
SDVI 85,615 97,591 101,702 +4,111
VRI 31,716 28,000 25,000 -3,000
VSLI 206,742 199,140 190,770 -8,370
SGLI 1,308,651 1,172,430 799,920 -372,510
Vi& I 43,423 50,382 51,578 +1,196
Total budget authority (gross) $ 3,081,831 $ 2,951,043 $2,522,170 $ -428,873
Outlays (gross)
USGLI $ 6,463 $6,993 $ 6,080 $-913
NSLI 1,418,425 1,442,427 1,405,760 -36,667
SDVI 89,021 105,651 107,920 +2,269
VRI 55,300 54,636 52,480 -2,156
VSLI 192,578 197,600 199,660 +2,060
SGLI 1,308,634 1,172,398 799,902 -372,496
Vi& I 43,505 51,164 51,578 +414
Total outlays (gross) $ 3,113,928 $ 3,030,870 $ 2,623,380 $ -407,490
Offsetting collections
USGLI $273 $210 $170 $-40
NSLI 255,361 234,738 213,500 -20,238
SDVI 85,615 97,591 101,702 +4,111
VRI 31,716 28,000 25,000 -3,000
VSLI 205,986 199,140 190,770 -8,370
SGLI 1,308,659 1,172,430 799,920 -372,510
VI& I (VMLI) 2,173 2,310 2,290 -20
Total offsetting collections $ 1,889,783 $1,734,419 $ 1,333,352 $ -401,067
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(dollars in thousands)

Highlights by Account (cont.)

2008 2009 2010 Increase (+)
Actual Current Estimate Request Decrease (-)
Budget authority (net)
USGLI $5,295 $5,180 $4,360 $-820
NSLI 1,144,755 1,163,372 1,135,170 -28,202
SDVI 0 0 0 0
VRI 0 0 0 0
VSLI 0 0 0 0
SGLI 0 0 0 0
Vi& ] 41,250 48,072 49,288 +1,216
Total budget authority (net) $1,191,301 $1,216,624 $1,188,818 $ -27,806
Outlays (net)
USGLI $6,190 $6,783 $5,910 $-873
NSLI 1,163,064 1,207,689 1,192,260 -15,429
SDVI 3,407 8,061 6,218 -1,843
VRI 23,121 26,636 27,480 +844
VSLI -14,164 -1,540 8,890 +10,430
SGLI -17 -32 -18 +14
Vi& 1 41,332 48,854 49,288 +434
Total outlays (net) $1,222,933 $1,296,451 $1,290,028 $-6,423
Number of lives insured
USGLI 5,532 4,508 3,622 -886
NSLI 801,860 722911 645,930 -76,981
SDVI 168,349 174,382 179,667 +5,285
VRI 34,069 30,430 26,913 -3,517
VSLI 166,984 159,181 151,049 -8,132
SGLI 2,356,500 2,351,000 2,345,000 -6,000
FSGLI 3,104,000 3,074,000 3,071,000 -3,000
VGLI 431,281 441,700 449,100 +7,400
VI& I (VMLI) 2,309 2,250 2,190 -60
Total number of lives insured 7,070,884 6,960,362 6,874,471 -85,891
Dividends
USGLI $917 $780 $ 620 $-160
NSLI 273,635 255,180 219,160 -36,020
VRI 9,365 8,370 6,750 -1,620
VSLI 69,725 67,820 61,580 -6,240
Total Dividends $ 353,642 $332,150 $288,110 $ -44,040
2010 Congressional Submission 2G 11




This page intentionally left blank

2G-12 Mandatory Insurance



Filipino Veterans Equity
Compensation Fund

Program Description

The Filipino Veterans Equity Compensation fund was established under the
Consolidated Security, Disaster Assistance, and Continuing Appropriations
Act of 2009 (PL 110-329) to make payments to eligible persons who served in
the Philippines during World War II. The release of one-time, lump-sum
payments payment to eligible WWII Filipino Veterans was subsequently
authorized by Congress in the American Recovery and Reinvestment Act of
2009 (PL 111-5). These payments are to be made from the Filipino Veterans
Equity Compensation Fund, a $198,000,000 appropriation established for this
purpose. Funding of $198,000,000 remains available until expended.

The Veterans Benefits Administration must receive applications for this benefit
no later than February 16, 2010, which is one year from the date the legislation
was enacted. Claims must be made by the Veteran. No other parties are
eligible to file a claim for this benefit. In the event an eligible Veteran dies after
applying for the benefit, but before receiving the payment, the payment may
be made to his surviving spouse. No other family members may receive this
payment. Those eligible for the program include the following:

Eligibility
e Persons who served before July 1, 1946, in the organized military forces
of the Government of the Commonwealth of the Philippines, while such
forces were in the service of the Armed Forces of the United States,

e Members of the organized guerrilla forces under commanders
appointed, designated, or subsequently recognized by the Commander
in Chief, Southwest Pacific Area, or other competent authority in the
Army of the United States,

e Persons who served in the Philippine Scouts under section 14 of the
Armed Forces Voluntary Recruitment Act of 1945,

e All persons must have been discharged or released from service under
conditions other than dishonorable.
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Payments

Eligible Veterans who are not United States citizens will receive a one-time
payment of $9,000 irrespective of where they reside.

Eligible Veterans who are United States citizens will receive a one-time
payment of $15,000 irrespective of where they reside.

Filipino Veterans Equity Compensation

Funding
(dollars in thousands)
2008 2009 2010
Obligations $0| $118,800 $69,300
SOY 0 0 -79,200
EOY 0 79,200 9,900
Budget Authority 0 198,000 0
Outlays 0 118,800 69,300
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GOE Summary

Appropriation Language

For necessary operating expenses of the Department of Veterans Affairs, not otherwise
provided for, including administrative expenses in support of Department-Wide capital
planning, management and policy activities, uniforms or allowances therefore; not to
exceed $25,000 for official reception and representation expenses; hire of passenger motor
vehicles; and reimbursement of the General Services Administration for security guard
services, and the Department of Defense for the cost of overseas employee mail,
$2,218,500,000: Provided, That expenses for services and assistance authorized under
paragraphs (1), (2), (5), and (11) of section 3104(a) of title 38, United States Code, that
the Secretary of Veterans Affairs determines are necessary to enable entitled Veterans: (1)
to the maximum extent feasible, to become employable and to obtain and maintain suitable
employment; or (2) to achieve maximum independence in daily living, shall be charged to
this account: Provided further, That the Veterans Benefits Administration shall be
funded at not less than $1,825,000,000: Provided further, That of the funds made
available under this heading, not to exceed $111,000,000 shall be available for obligation
until September 30, 2011: Provided further, That from the funds made available under
this heading, the Veterans Benefits Administration may purchase (on a one-for-one
replacement basis only) up to two passenger motor vehicles for use in operations of that
Administration in Manila, Philippines.

Program Description

The GOE Appropriation, along with reimbursements from: (1) the credit
appropriations; (2) surplus earnings from certain insurance programs; and (3)
other miscellaneous accounts provides funding for the administration of all non-
medical benefits and support functions within the Department of Veterans
Affairs. This encompasses two broad activities: the Veterans Benefits
Administration (VBA) and General Administration.

VBA operates a national network of 57 regional offices and other specialized
centers which are the main contact points for Veterans regarding benefits matters
with the Department of Veterans Affairs. All applications for non-medical
benefits are processed through these locations.

General Administration consists of the Office of the Secretary, six Assistant
Secretaries and three independent staff offices. The Office of the Secretary
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provides Department-level policy guidance. The Assistant Secretaries and the
three independent staff offices provide policy guidance, subject matter expertise,
and management support to the Veterans Health Administration, VBA, National
Cemetery Administration, and the Chief Information Officer.

General Operating Expenses
Appropriation Highlights
(dollars in thousands)
2008 2009 2010
Actual Budget Enacted Request
Appropriation
Veterans Benefits Administration $1,426,837 $1,371,753 $1,461,295 $1,825,000
Annual 1,198,294 1,371,753 1,466,095 1,825,000
Emergency 128,707 - - -
Supplemental 100,000 - - -
BA Transfers 1/ -164 -— -4,800 -
General Administration $324,921 $328,114 $335,772 $393,500
Annual 273,543 328,114 335,772 393,500
Emergency 4,456 - - -
BA Transfers 1/ 46,922
Subtotal $1,751,758 $1,699,867 $1,797,067 $2,218,500
Recovery Act — — $157,100 -
Total Appropriated $1,751,758 $1,699,867 $1,954,167 $2,218,500
Start of Year Unobligated Balances 2/ $140,613 $62,307 $217,441 $124,946
Balance Transfers 1/ — -$35,000 —
Total Direct Budgetary Resources $1,892,371 $1,762,174 $2,136,608 $2,343,446
GOE Average Employment
Veterans Benefits Administration 14,965 15,570 17,375 18,700
Recovery FTE (non-add) -— - 490 1503
General Administration 2,420 2,575 2,652 2,804
Total Average (FTE) 17,385 18,145 20,027 21,504
1/ 2008 reflects all approved BA transfers; 2009 reflects IT transfers to implement Chapter 33
2/ 2010 Start of Year Balance includes $97.4 million in Recovery Funds

Summary of Budget Request

The total General Operating Expenses (GOE) Appropriation request for 2010 is
$2,218,500,000 and 21,504 FTE. This includes $1,825,000,000 for the Veterans
Benefits Administration to administer entitlement programs such as service
connected disability compensation, education benefits, and vocational
rehabilitation services. A total of $393,500,000 is requested to support the staff
offices within the General Administration account, including the Office of the
Secretary, six Assistant Secretaries, the Board of Veterans’ Appeals, General
Counsel, and the Office of Acquisition, Logistics and Construction. For
additional details on the GOE funding request and associated performance
metrics, please refer to the individual program chapters included in this volume.
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Veterans Benefits Administration

VBA Mission Statement

The mission of the Veterans Benefits Administration, in partnership with the
Veterans Health Administration and the National Cemetery Administration, is to
provide benefits and services to Veterans and their families in a responsive,
timely, and compassionate manner in recognition of their service to the Nation.

VBA Vision Statement

“We are dealing with Veterans, not procedures — with their problems, not ours.”
Omar Bradley - 1947

Our vision is that the Veterans whom we serve will feel that our Nation has kept
its commitment to them; employees will feel that they are both recognized for
their contribution and are part of something larger than themselves; and
taxpayers will feel that we’ve met the responsibilities they’ve entrusted to us.
Courage, honesty, trust, respect, open communication, and accountability will be
reflected in our day-to-day behavior.

VBA Core Values
e  Veterans have earned our respect and are our reason for being, our
common purpose. All our efforts are directed toward meeting their
needs.
. We are committed to communicating to our Veterans and among
ourselves in a timely, thorough, accurate, understandable, and respectful
manner.

e  We openly share our concerns and views and listen to those of Veterans
in order to bring about improvements in benefits and services, and the
climate in which they are provided.

J We value understandable business processes that consistently produce
positive results.

e We foster an environment that promotes personal and corporate
initiative, risk taking, and teamwork.

e  We are open to challenge and flexible in our attitudes.

) Respect, integrity, trust, and fairness are hallmarks of all our interactions.

2010 Congressional Submission 4A-1




. We value a culture where everyone is involved, accountable, respected,
and appreciated.

Following are highlights for each program within VBA. Detailed information
about each program can be found in the respective chapters throughout the 2010
OMB Budget Submission.

Program Highlights

Disability Compensation and Pensions

The Disability Compensation program provides monthly payments to Veterans in
recognition of the effects of disabilities, diseases, or injuries incurred or
aggravated during active military service. Additionally, the program provides
monthly payments, as specified by law, to surviving spouses, dependent children,
and dependent parents in recognition of the economic loss caused by the
Veteran’s death during military service or, subsequent to discharge from military
service, as a result of a service-connected disability.

The disability claims workload from returning war Veterans, as well as from
Veterans of earlier periods, has continuously increased since 2005. VBA annual
claims receipts grew 13 percent from 2005 to 2008 - from 788,298 to 888,112, an
increase of nearly 100,000. In 2009 and 2010, we anticipate claims receipts will
increase to 923,704 and 972,027, respectively. In addition to these new claims,
VBA will continue processing pending claims. It is projected that our pending
workload will decrease throughout 2009, ending the year with 345,271 claims
pending in our inventory. The 2010 funding levels are essential if VBA is to
continue to reduce the pending claims inventory, achieve our timeliness and
accuracy performance goals, and enhance the overall delivery of service and
benefits to claimants.

Moreover, the complexity of the workload will continue to grow because
Veterans are claiming greater numbers of disabilities and the nature of disabilities
such as post-traumatic stress disorder (PTSD), complex combat injuries, diabetes
and related conditions, and environmental diseases are becoming increasingly
complex. For example, the number of original claims for eight or more
disabilities increased 41 percent from 43,655 in 2005 to 61,598 in 2008. Of the
231,313 original claims received in 2008, 27 percent claimed eight or more
disabilities.

Changes in law and process also have a major impact on our resource
requirements. The Veterans Claims Assistance Act (VCAA) of 2000 significantly
increased both the length and complexity of claims development. VA’s
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notification and development duties increased, adding more steps to the claims
process and lengthening the time it takes to develop and decide a claim. We are
also now required to review the claims at more points in the decision process.
With a workforce that is sufficiently sized and correctly balanced, VBA can
successfully meet the needs of our Veterans while also ensuring stewardship of
taxpayer funds.

VBA will continue efforts to enhance our data collection systems and provide
additional automated tools to improve the timeliness and accuracy of the delivery
of benefits and services. Ongoing VBA initiatives include: expansion of Web-
based technology and deliverables (i.e., Web portal, Training and Performance
Support Systems); Virtual VA paperless processing; enhanced Veteran self-service
and access to benefit application, status, and delivery; enhanced phone
technologies; data integration across business lines; use of the corporate database;
information exchange, primarily with DoD; quality assurance programs and
controls; and employee skills certification and training. IT initiatives are funded
in the VA IT appropriation.

The American Recovery and Reinvestment Act of 2009 will make one-time
payments of $250 to eligible Veterans and survivors to mitigate the effects of the
current economy. These payments will be issued as early as June 2009. VA
estimates $700 million in payments will be made from the Compensation and
Pensions account to eligible beneficiaries as part of this measure. The Recovery
Act provides $7.1 million in funding to the VBA General Operating Expenses
account to administer the benefit payments, and VBA anticipates that a portion of
these funds will be obligated in 2010. In addition, the Act provides $150 million
to hire 1,500 additional employees. All new Recovery Act employees will be on-
board before 2010 and will contribute to increased productivity in 2010.

The Pensions Program provides monthly payments, as specified by law, to needy
wartime Veterans who are permanently and totally disabled as a result of a
disability not related to military service or are age 65 or older. The program also
provides monthly payments to needy surviving spouses and dependent children
of deceased wartime Veterans. The 2010 pensions budget request supports
improvements in timeliness, accuracy, and services to our Veterans and their
survivors.
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In 2002, the Pension Maintenance Centers (PMCs) were established to consolidate
processing of Eligibility Verification Reports, Income Verification Matches, and
other matching programs. In 2003, income changes and dependency adjustments
were added to the workload; Committee on Waivers and Compromises decisions
were added in 2004. These efforts improved quality and productivity and
reduced the time for processing pension cases. Consolidation of original pension
claims processing to the three PMCs began in August 2007 with training on
processing original pension claims. Full transfer of original pension claims was
completed in fiscal year 2008. This initiative relieves regional offices of their
remaining pension work, allowing them to focus solely on compensation claims
processing and related actions.

Education

VBA’s Education programs provide Veterans, servicemembers, reservists, and
certain family members with educational resources. Our 2010 budget request
reflects our commitment to their needs. These programs are meant to assist in the
readjustment to civilian life, to help the armed forces both recruit and retain
members, and to provide the opportunity to enhance the Nation’s
competitiveness through the development of a more highly educated and
productive workforce. In 2008, VA provided educational assistance benefits to
over 540,000 individuals, totaling over $3.0 billion.

In 2010, Education Service will implement the provisions of Public Law 110-252,
the Supplemental Appropriations Act of 2008. This law established a new
education benefit program under chapter 33 of title 38 U.S.C,, called the Post-9/11
GI Bill. Under the Post-9/11 GI Bill, certain individuals with a qualifying period
of active duty service after September 10, 2001, will be eligible for educational
assistance in the form of tuition and fees, a monthly housing allowance, and a
books and supplies stipend. We expect the workload and FTE to significantly
increase from previous years due to this legislation, which expands education
benefits and allows certain individuals the opportunity to transfer their education
benefits to their dependents. We will address the expected workload, while still
maintaining claims processing timeliness, with an increase in direct FTE to 1,461.

Other recently enacted legislation broadens the scope of educational assistance
available for members of the Selected Reserve. Reservists receiving education
benefits under the Reserve Educational Assistance Program (REAP or chapter
1607) are now eligible to receive accelerated payments, use aggregated periods of
service of three years or more to qualify for an increased payment, and participate
in the $600 contribution buy-up program. Individuals receiving Montgomery GI
Bill —Selected Reserve benefits can now receive accelerated payments and are
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qualified for a 14-year delimiting period if they are separated involuntarily from
the Selected Reserve.

Education Service will continue to work with our partners and stakeholders such
as the Department of Defense, educational institutions, State Approving
Agencies, Congress, and others to improve service to our beneficiaries. We will
also continue to improve and expand our outreach efforts to better inform all
potentially eligible Veterans, servicemembers, reservists, and dependents about
VA'’s educational programs.

Vocational Rehabilitation and Employment

The Vocational Rehabilitation and Employment (VR&E) Program provides
services and assistance necessary to enable Veterans with service-connected
disabilities to become employable and obtain and maintain suitable employment
or, to the maximum extent feasible, achieve independence in daily living.

In 2009, VBA will continue to provide VR&E services to Veterans and will
rehabilitate an estimated 11,000 Veterans through placement in suitable
employment or gains in independence in daily living. We anticipate that the
number of individuals leaving military service will increase and we will continue
to provide outreach to servicemembers in order to assist in their transition and
entrance into one of VR&E's five tracks, leading toward achievement of
rehabilitation goals.

VR&E continues to partner with federal, state, and private sector agencies and
organizations. VR&E also continues to expand partnerships with Faith Based and
Community Organizations. In conjunction with the VA Vocational Rehabilitation
program, partners collaborate to facilitate Veterans’ adjustment to the workplace,
enhance self-awareness, and connect veterans to employers. Vital partnerships
include: Department of Defense, Department of Labor’s Veterans Employment
and Training Service, Federal Aviation Administration, General Services
Administration, Social Security Administration, Internal Revenue Service,
Council of State Administrators of Vocational Rehabilitation, Rehabilitation
Services Administration, Centers for Independent Living, Easter Seals, and small
and large businesses and enterprises.

Coming Home To Work (CHTW) is VR&E's primary early intervention and
outreach program for servicemembers and new veterans. CHTW was expanded
in 2008 to station full-time counselors at 13 Military Treatment Facilities. In
addition, a CHTW coordinator is assigned at every regional office. ~CHTW
provides expedited entry into VR&E services to assist transitioning
servicemembers and new veterans to develop skills needed to transition to

2010 Congressional Submission 4A-5



civilian employment, determine the suitability of potential careers, gain work
experience, and obtain jobs. As a result of this expansion, VR&E applications
increased by 13 percent during FY 2008.

The expansion of the Disability Transition Assistance Program will allow VR&E
to provide increased and customized informational briefings regarding VR&E
benefits to servicemembers, veterans, guard members and reservists who have, or
suspect they have, a service-connected disability, an injury or illness that was
aggravated by service, or are being separated or retiring due to a service-
connected disability.

Housing

VA provides assistance to Veterans in purchasing homes in recognition of their
service to the Nation. VA’s partial guaranty on loans made by private lenders
enables Veterans, service personnel, and members of the Reserves and National
Guard to purchase homes with little or no down payment. Many of these
borrowers would be unable to purchase a home without VA’s assistance. Unless
exempt, Veterans pay a fee to VA, which is usually financed in the mortgage loan.
The fee is used to partially offset costs incurred due to default and foreclosure. In
2008, VA guaranteed approximately 180,000 loans totaling $36.1 billion. In 2009
and 2010, yearly loan volumes are estimated to increase to 220,000.

Some Veterans, like other homeowners, experience financial difficulties that may
cause them to default on their home loans. The earlier the default is addressed,
the more options are available to help avoid foreclosure. In order to assist
Veterans earlier in the default process, VA has delegated more loss mitigation
authority to loan servicers. This authority enables servicers to help Veterans
receive the most advantageous resolution option based on their circumstances.
Additionally, servicers are required to report all data electronically, which results
in a paperless process. Electronically reported data also allows VA to more
effectively manage the portfolio of VA-guaranteed loans, resulting in better
service to Veterans.

VA also administers the Specially Adapted Housing (SAH) Grant Program. The
SAH program provides a barrier-free living environment that affords the Veteran
or servicemember a level of independent living he or she may not normally enjoy.
Veterans and servicemembers with specific service-connected disabilities entitling
them to VA compensation are eligible for the SAH benefit. Eligible individuals
may use the grant to construct an adapted home or to modify an existing one to
meet their special needs. In 2008, VA awarded 1,018 SAH grants to eligible
individuals. VA expects similar grant volumes in 2009 and 2010.
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Insurance

The Insurance Program provides servicemembers and their families with
universally available life insurance, as well as traumatic injury protection
insurance for servicemembers. It also provides for the conversion to a renewable
term insurance policy after a servicemember’s separation from service. In
addition, the program provides life insurance to Veterans who can no longer
purchase commercial insurance at standard (healthy) rates due to lost or impaired
insurability resulting from military service. VA insurance programs provide $1.1
trillion of insurance coverage to 2.4 million servicemembers, 1.6 million Veterans,
and 3.1 million spouses and children. All programs are operated on a commercial
basis, to the extent possible, consistent with all applicable statutes. Benefits and
services are provided in an accurate and timely manner at the lowest achievable
administrative cost. Insurance coverage is made available in reasonable amounts
at premium 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.

VBA'’s Insurance Center, located in Philadelphia, PA, provides Veterans and their
dependents a full range of insurance services for those policies administered by
VA. The Insurance Center is responsible for answering all insurance questions
and responding to all types of policy requests, including policy changes and
disability claims. The Insurance Center is also responsible for the processing of
insurance awards, which is considered one of the most important services
provided by the Insurance Program.

In 2008, the Insurance Program obligated $3.1 billion to servicemembers,
Veterans, and their beneficiaries in the form of insurance death benefits, policy
loans and cash surrender benefits, and traumatic injury protection payments. In
2010, the Insurance Program will obligate a projected $2.6 billion to
servicemembers, Veterans, and their beneficiaries while continuing to maintain its
already high level of performance and client satisfaction and meet the anticipated
rise in our clients” expectations.

Paperless electronic workflow will continue to be phased in to all areas of
insurance processing. This will help us to continue to process disbursements
more quickly than the insurance industry average. We will continue to provide
world-class service through our toll-free telephone service and continue to
improve alternative means for Veterans and their representatives to reach us,
including e-mail, the Interactive Voice Response system, and our self-service web
site.

2010 Congressional Submission 4A-7



Total VBA Summary

(dollars in thousands)

Discretionary Appropriation Highlights

2009
Budget Enacted 2010 Increase(+)
Discretionary 2008
Estimate Budget Request | Decrease(-)
FTE
Direct 13,351 14,095 15,580 16,857 1,277
Management Direction and Support 1,614 1,475 1,795 1,843 48
Total FTE 14,965 15,570 17,375 18,700 1,325
Obligations
Personal Services $1,162,541 | $1,240,015( $1,372,897| $1,531,159 $158,262
Travel $24,085 $22,934 $32,215 $25,872 -6,343
Interagency Motor Pool $3,270 $3,293 $3,306 $3,365 59
Transportation of Things $2,067 $2,853 $2,650 $2,148 -503
Rent, Communications & Utilities $144,930 $168,241 $163,684 $191,783 28,099
Printing $3,894 $4,233 $4,335 $4,713 378
Other Services $214,057 $235,016 $330,115 $336,481 6,366
Supplies and Materials $14,533 $11,394 $20,560 $17,435 -3,124
Equipment $26,436 $7,702 $16,435 $12,065 -4,370
Insurance Claims $83 $105 $50 $117 68
Total Administrative Obligations $1,595,897 | $1,695,784( $1,946,246 | $2,125,138 $178,892
Reimbursements -$254,278 -$261,724 -$303,058 -$175,192 $127,865
Unobligated SOY -$106,770 -$62,307 -$341,839 -$124,946 $216,893
2007 Emergency Supplemental ($82M total) -$74,750 $0 -$63,716 $0 $63,716
2008 GI BILL Supplemental $0 $0| -$100,000 $0 $100,000
2008 Conference Mark $0 -$36,218 $0 $0 $0
2009 Recovery Act $0 $0 -$157,100 -$97,456 $59,644
GOE Carry Over -$32,020 -$26,089 -$21,023 -$27,490 -$6,467
Unobligated EOY $184,739 $0 $124,946 $0 -$124,946
2007 Emergency Supplemental ($82M total) $63,716 $0 $0 $0 $0
2008 GI BILL Supplemental $100,000 $0 $0 $0 $0
2009 Recovery Act $0 $0 $97,456 $0 -$97,456
GOE Carry Over $21,023 $0 $27,490 $0 -$27,490
Transfers to IT Appropriation $0 $0 $35,000 $0 -$35,000
Economic Stimulus $0 $0 $157,100 $0 -$157,100
Adjustments $7,249 $0 $0 $0 $0
Transfers to IT (Non Add) $0 $0 $4,800 $0 -$4,800
Total Appropriation $1,426,836 | $1,371,753 | $1,618,395| $1,825,000 $206,604
Outlays (net) $1,255,260 | $1,333,755| $1,462,414( $1,819,285 $356,871

Note: Dollars may not add due to rounding in this and subsequent charts.
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The following charts summarize VBA’s 2010 discretionary budget request by

program.
Disability Compensation, Pensions & Burial
Summary of Discretionary Appropriation Highlights
(dollars in thousands)
2009
Budget Enacted 2010 Increase(+)
Discretionary 2008 Estimate Budget Request Decrease(-)
FTE
Direct Compensation 9,108 9,886 10,800 11,949 1,149
Direct Pensions 1,068 1,011 1,033 1,045 12
Direct Burial 101 101 115 116 1
Total Direct FTE 10,277 10,998 11,948 13,110 1,162
Management Direction and Support 1,238 1,122 1,398 1,439 41
Total FTE 11,515 12,120 13,346 14,549 1,203
Obligations
Personal Services $883,834 $944,073 $1,046,902 $1,177,706 $130,804
Travel 17,064 16,207 24,808 18,331 -6,477
Interagency Motor Pool 2,469 2,231 2,245 2,284 39
Transportation of Things 1,600 2,018 1,815 1,665 -150
Rent, Communications & Utilities 110,097 127,106 118,328 143,796 25,468
Printing 2,665 2,398 2,275 2,314 39
Other Services 166,584 183,090 269,989 277,591 7,602
Supplies and Materials 10,685 6,553 14,845 12,162 -2,682
Equipment 20,537 4,066 11,176 7,908 -3,268
Insurance Claims 60 93 38 106 68
Total Administrative Obligations $1,215,595 $1,287,834 $1,492,420 $1,643,862 $151,442
Reimbursements -$111,226 -$111,991 -$148,056 -$12,263 $135,793
Unobligated SOY -$106,770 -$62,307 -$241,839 -$97,456 $144,383
2007 Emergency Supplemental ($82M total) -$74,750 $0 -$63,716 $0 $63,716
2008 Conference Mark $0 -$36,218 $0 $0 $0
2009 Recovery Act $0 $0 -$157,100 -$97,456 $59,644
GOE Carry Over -$32,020 -$26,089 -$21,023 $0 $21,023
Unobligated EOY $84,739 $0 $97,456 $0 -$97,456
2007 Emergency Supplemental ($82M total) $63,716 $0 $0 $0 $0
2009 Recovery Act $0 $0 $97,456 $0 -$97,456
GOE Carry Over $21,023 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
Economic Stimulus Bill $0 $0 $157,100 $0 -$157,100
Adjustements $7,249 $0 $0 $0 $0
Transfers to IT (Non Add) $0 $0 $4,800 $0 -$4,800
Total Appropriation $1,089,587 $1,113,536 $1,357,081 $1,534,143 $177,062
Outlays (net) $1,026,731 $1,083,552 $1,211,101 $1,540,199 $329,098
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Education
Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)
Discretionary 2008 Estimate Budget Request Decrease(-)
FTE
Direct 868 902 1,354 1,461 107
Management Direction and Support 9 89 112 115 3
Total FTE 967 991 1,466 1,576 110
Obligations
Personal Services $67,915 $76,269 $99,427 $115,578 $16,151
Travel 1,524 1,189 1,869 1,894 25
Interagency Motor Pool 196 211 211 215 4
Transportation of Things 154 188 188 159 29
Rent, Communications & Ultilities 9,141 12,381 16,601 18,531 1,929
Printing 693 941 1,166 1,481 315
Other Services 4,323 5,427 13,627 8,257 -5,370
Supplies and Materials 866 698 1,572 1,089 -483
Equipment 1,311 679 2,303 1,174 -1,129
Insurance Claims 3 2 2 0 2
Total Administrative Obligations $86,127 $97,985 $136,966 $148,377 $11,412
Reimbursements -$537 -$1,292 -$2,258 -$2,636 -$378
Unobligated SOY $0 $0 -$100,000 -$27,490 $72,510
2008 GI BILL Supplemental $0 $0 -$100,000 $0 $100,000
GOE Carry Over $0 $0 $0 -$27,490 -$27,490
Unobligated EOY $100,000 $0 $27,490 $0 $27,490
2008 GI BILL Supplemental $100,000 $0 $0 $0 $0
GOE Carry Over $0 $0 $27,490 $0 -$27,490
Transfers to IT Appropriation $0 $0 $35,000 $0 -$35,000
Adjustments $0 $0 $0 $0 $0
Total Appropriation $185,590 $96,693 $97,198 $118,252 $21,054
Outlays (net) $83,145 $93,440 $93,130 $111,906 $18,776
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Housing

Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)
Discretionary 2008 Estimate Budget Request Decrease(-)
FTE
Direct 781 778 787 793 6
Management Direction and Support 9 110 96 98 2
Total FTE 880 888 883 891 8
Obligations
Personal Services $75,769 $81,170 $81,170 $83,986 $2,816
Travel 2,504 2,617 2,617 2,663 46
Interagency Motor Pool 313 538 538 548 10
Transportation of Things 131 377 377 136 -240
Rent, Communications & Utilities 8,882 9,813 9,813 10,304 491
Printing 201 351 351 357 6
Other Services 23,430 19,674 19,674 23,920 4,246
Supplies and Materials 1,086 1,205 1,205 1,226 21
Equipment 2,506 1,777 1,777 1,809 32
Insurance Claims 3 7 7 7 0
Total Administrative Obligations $114,826 $117,529 $117,529 $124,957 $7,427
Reimbursements -$114,826 -$117,529 -$117,529 -$124,957 -$7,427
Unobligated SOY $0 $0 $0 $0 $0
GOE Carry Over $0 $0 $0 $0 $0
Unobligated EOY $0 $0 $0 $0 $0
GOE Carry Over $0 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
Adjustments $0 $0 $0 $0 $0
Total Appropriation $0 $0 $0 $0 $0
Outlays (net) $0 $0 $0 $0 $0
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Vocational Rehabilitation & Employment
Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)

Discretionary 2008 Estimate Budget Request Decrease(-)
FTE

Direct 1,111 1,073 1,153 1,155

Management Direction and Support 127 106 141 143

Total FTE 1,238 1,179 1,294 1,298

Obligations

Personal Services $110,077 $109,708 $116,698 $124,569 $7,872

Travel 2,862 2,779 2,779 2,826 47

Interagency Motor Pool 280 302 302 307 5

Transportation of Things 178 269 269 184 -85

Rent, Communications & Utilities 11,989 14,191 14,191 14,901 711

Printing 291 500 500 509 9

Other Services 18,670 25,736 25,736 25,574 -162

Supplies and Materials 1,495 2,602 2,602 2,648 46

Equipment 2,070 862 862 877 15

Insurance Claims 15 3 3 3 1

Total Administrative Obligations $147,927 $156,952 $163,942 $172,399 $8,458
Reimbursements -$311 -$320 -$320 -$328 -$9
Unobligated SOY $0 $0 $0 $0 $0

GOE Carry Over $0 $0 $0 $0 $0
Unobligated EOY $0 $0 $0 $0 $0
GOE Carry Over $0 $0 $0 $0 $0

Transfers $0 $0 $0 $0 $0
Adjustments $0 $0 $0 $0 $0
Total Appropriation $147,616 $156,632 $163,622 $172,071 $8,449

Outlays (net) $141,407 $152,234 $157,189 $166,736 $9,547
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Insurance

Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)
Discretionary 2008 Estimate Budget Request Decrease(-)
FTE
Direct 314 344 338 338 0
Management Direction and Support 51 48 48 48 0
Total FTE 365 392 386 386
Obligations
Personal Services $24,946 $28,795 $28,700 $29,320 $620
Travel 131 142 142 157 15
Interagency Motor Pool 12 11 11 11 0
Transportation of Things 3 1 1 3 2
Rent, Communications & Utilities 4,821 4,751 4,751 4,252 -499
Printing 44 42 42 52 10
Other Services 1,050 1,090 1,090 1,141 51
Supplies and Materials 402 336 336 310 -26
Equipment 13 316 316 297 -19
Insurance Claims 1 0 0 0 0
Total Administrative Obligations $31,422 $35,484 $35,389 $35,542 $153
Reimbursements -$27,378 -$30,592 -$34,895 -$35,008 -$114
Unobligated SOY $0 $0 $0 $0 $0
GOE Carry Over $0 $0 $0 $0 $0
Unobligated EOY $0 $0 $0 $0 $0
GOE Carry Over $0 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
Adjustments $0 $0 $0 $0 $0
Total Appropriation $4,044 $4,892 $494 $534 $40
Outlays (net) $3,977 $4,529 $994 $444 -$550
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The following is a brief summary of the resources and FTE planned for each
initiative. A complete description of the VBA Paperless Delivery of Veterans
Benefits Initiative can be found in each respective program chapter.

2010 Congressional Submission
VBA Initiative Investments (000s)

2009 Estimate 2010 Estimate
Payroll |[Non-pay| Total | FTE |Payroll |[Non-pay| Total | FTE

C&P
Training Package - 4,691 4,691 - - - - -

C&P Subtotal $0| $4,691| $4,691 0 $0 $0 $0 0
VBA-Wide:

Training Package - 766 766 - - - - -

Paperless Delivery of Veterans Benefits Initiative - 18,125| 18,125 - - 11,869 11,869 -

VBA-Wide Subtotal $0| $18,891| $18,891 0 $0| $11,869| $11,869 0
C&P Total $0| $23,582| $23,582 0 $0| $11,869] $11,869] 0
EDUCATION

Education Training Package - 78 78 - - - - -

Education Subtotal $0 $78 $78 0 $0 $0 $0 0
VBA-Wide:

Training Package - 73 73 - - - - -

Paperless Delivery of Veterans Benefits Initiative - 2,865 2,865 - - 1,868 1,868 -

VBA-Wide Subtotal $0| $2,938| $2,938 0 $0| $1,868) $1,868 0
Education Total $0| $3,016] $3,016 0 $0| $1,868] $1,868 0
VOCATIONAL REHABILITATION & EMPLOYMENT

VR&E Training Package - 2,090, 2,090 - - - - -

VR&E Subtotal $0 $2,090( $2,090 0 $0 $0 $0 0
VBA-Wide:

Training Package - 105 105 - - - - -

Paperless Delivery of Veterans Benefits Initiative - 1,854 1,854 - - 1,206 1,206 -

VBA-Wide Subtotal $0| $1,959| $1,959 0 $0| $1,206| $1,206 0
VR&E Total $0| $4,049| $4,049 0 $0| $1,206| $1,206 0
HOUSING

Handbook & Manual Modernization - 549 549 - - - - -

LGY Training Package - 852 852 - - - - -

Housing Subtotal $0| $1,401| $1,401 0 $0 $0 $0 0
VBA-Wide:

Training Package 0 70 70 0 - - - -

Paperless Delivery of Veterans Benefits Initiative - 1,228 1,228 - - 810 810 -

VBA-Wide Subtotal $0 $1,298| $1,298 0 $0 $810 $810 0
Housing Total $0|  $2,699| $2,699 0 $0 $810 $810 0
INSURANCE $0 $0 $0 0 $0 $0 $0 0
VBA-Wide

Training Package - 1,014, 1,014 - - - - -

Paperless Delivery of Veterans Benefits Initiative -| 24,072 24,072 - $0| $15,753| $15,753 0

VBA-Wide Subtotal $0| $25,086| $25,086 0 $0| $15,753| $15753] 0
TOTAL OBLIGATIONS $0| $33,346| $33,346 0 $0| $15,753| $15,753 0
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Disability Compensation, Pensions &
Burial

Mission

The mission of the Compensation, Pension and Burial programs is to honor the
service of Veterans through compensation for service-disabled Veterans and
certain qualifying survivors, income-support payments for qualifying wartime
Veterans and their survivors, and assistance with dignified burials of Veterans.

The compensation program provides monthly payments to Veterans in
recognition of the effects of disabilities, diseases, or injuries incurred or
aggravated during active military service. The disability compensation program
also provides monthly payments to surviving spouses, dependent children, and
dependent parents in recognition of the economic loss caused by a Veteran’s
death during military service or, subsequent to discharge from military service, as
a result of a service-connected disability.

The pensions program provides monthly payments to eligible wartime Veterans
who have attained age 65 or are permanently and totally disabled as a result of a
disability not related to military service and to eligible surviving spouses and
dependent children of deceased wartime Veterans.

The burial program provides assistance with the burial of Veterans whose post-
service death was due to or hastened by a service-connected disability or who
were considered permanently and totally disabled as a result of service-connected
disabilities for a specified period of time immediately preceding death. The
burial program provides a lesser burial and plot allowance to assist with the
burial of Veterans not entitled to the service-connected burial benefit but who
were receiving benefits from VA; were entitled to benefits from VA, but for the
failure to waive military retired pay; or who died while hospitalized at VA or at
VA expense. Certain qualifying Veterans are also entitled to reimbursement of
certain transportation charges associated with their burial.

The Veterans Benefits Administration (VBA) seeks to provide all possible benefits
under the law to eligible claimants in a timely, accurate, and compassionate
manner and, to the extent possible, apprise potential claimants of possible
entitlement to benefits. This budget will focus on transforming VBA into a 21st
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century organization focused on the Nation’s Veterans as its clients through
people-centric, results-driven, and forward-looking initiatives.

Stakeholders

Stakeholders include any Veteran, dependent of a Veteran, survivor of a Veteran,
interest groups, and partners such as the Veterans Health Administration,
National Cemetery Administration, Board of Veterans’ Appeals (BVA), Veterans
service organizations (VSOs), Department of Defense (DoD), National Archives
and Records Administration, Department of Labor, and Social Security
Administration (SSA).
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Disability Compensation, Pensions & Burial
Summary of Discretionary Appropriation Highlights
(dollars in thousands)
2009
Budget Enacted 2010 Increase(+)
Discretionary 2008 Estimate Budget Request Decrease(-)
FTE
Direct Compensation 9,108 9,886 10,800 11,949 1,149
Direct Pensions 1,068 1,011 1,033 1,045 12
Direct Burial 101 101 115 116 1
Total Direct FTE 10,277 10,998 11,948 13,110 1,162
Management Direction and Support 1,238 1,122 1,398 1,439 41
Total FTE 11,515 12,120 13,346 14,549 1,203
Obligations
Personal Services $883,834 $944,073 $1,046,902 $1,177,706 $130,804
Travel 17,064 16,207 24,808 18,331 -6,477
Interagency Motor Pool 2,469 2,231 2,245 2,284 39
Transportation of Things 1,600 2,018 1,815 1,665 -150
Rent, Communications & Utilities 110,097 127,106 118,328 143,796 25,468
Printing 2,665 2,398 2,275 2,314 39
Other Services 166,584 183,090 269,989 277,591 7,602
Supplies and Materials 10,685 6,553 14,845 12,162 -2,682
Equipment 20,537 4,066 11,176 7,908 -3,268
Insurance Claims 60 93 38 106 68
Total Administrative Obligations $1,215,595 $1,287,834 $1,492,420 $1,643,862 $151,442
Reimbursements -$111,226 -$111,991 -$148,056 -$12,263 $135,793
Unobligated SOY -$106,770 -$62,307 -$241,839 -$97,456 $144,383
2007 Emergency Supplemental ($82M total) -$74,750 $0 -$63,716 $0 $63,716
2008 Conference Mark $0 -$36,218 $0 $0 $0
2009 Recovery Act $0 $0 -$157,100 -$97,456 $59,644
GOE Carry Over -$32,020 -$26,089 -$21,023 $0 $21,023
Unobligated EOY $84,739 $0 $97,456 $0 -$97,456
2007 Emergency Supplemental ($82M total) $63,716 $0 $0 $0 $0
2009 Recovery Act $0 $0 $97,456 $0 -$97,456
GOE Carry Over $21,023 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
2009 Recovery Act $0 $0 $157,100 $0 -$157,100
Adjustments $7,249 $0 $0 $0 $0
Transfers to IT (Non Add) $0 $0 $4,800 $0 -$4,800
Total Appropriation $1,089,587 $1,113,536 $1,357,081 $1,534,143 $177,062
Outlays (net) $1,026,731 $1,083,552 $1,211,101 $1,540,199 $329,098
Note: Dollars may not add due to rounding in this and subsequent charts.
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Summary of Budget Request

Budget authority of $1.5 billion is requested to fund the discretionary portion of
the Disability Compensation, Pensions, and Burial programs. The request will
fund the administrative expenses of 14,549 FTE,! the January 1, 2010 2.0 percent
pay raise, associated level of fringe benefits, C&P’s share of the Paperless
Delivery of Veterans Benefits initiative, and inflationary expenses.

Changes from Original 2009 Budget Estimate

The $204.6 million net increase in obligations reflects resources provided by the
2007 Emergency Supplemental Appropriation, the administrative portion of the
American Recovery and Reinvestment Act of 2009 (Recovery Act), and the 2009
Appropriations Act. Funds are used to hire approximately 2,600 additional
claims processors and associated support staff (an increase of 1,226 FTE) and
include costs for training, increased rent, communications and utilities, supplies,
and equipment.

Recovery Act In 2009, the Veterans Benefits Administration will hire 1,500
additional employees (included in the 2,600 cited above) under the Recovery Act,
which provides $150 million for the hiring and training of temporary surge claims
processors through 2010. New staff will consist of approximately 500 permanent
employees (who will be retained beyond 2010 to replace losses that VBA
experiences as a result of normal attrition) and 1,000 temporary employees hired

under term appointments. All new Recovery Act employees will be on-board
before 2010.

Although the additional employees will be hired in 2009, the impact of the new
employees on claims output will be insignificant in 2009, as up-front training is
required before they can contribute to claims production activities. These new
employees will impact 2010 performance.

Changes from 2009 Current Estimate to 2010 Request

Obligations for personal services increase $130.8 million in order to fund the
additional staff hired in 2009 who will now be onboard for the full fiscal year, the
2.0 percent pay raise, and associated fringe benefit increases. Increased funds are
required for rent, communications, and utilities to accommodate the additional
FTE, regional office activation costs, and inflation. The increase to other services
includes additional budget authority for contract medical exams (previously
reimbursed from the C&P mandatory appropriation), the requirements of
Veterans’ Benefits Improvement Act of 2008 (Public Law 110-389), field
operations support, and inflationary expenses. Offsetting decreases to other

! Includes approximately 1,500 FTE associated with the Recovery Act. While these FTE are funded almost
entirely through Recovery appropriations, some administrative expenses will be paid by the 2010 request.
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services are due to the 2010 reduced requirements as the Paperless Delivery of
Veterans Benefits initiative progresses and due to funds carried over from the
American Recovery and Reinvestment Act of 2009.

Disability Compensation, Pensions & Burial
Analysis of Discretionary Increases and Decreases
(dollars in thousands)
2009 2010
Estimate Estimate

Prior Year Obligations $1,215,59% $1,492, 420
Prior Year FTE 11,515 13,346
Adjustments:

ProgramFTE 1,831 1,203
Personal Services $163,068 $130,804
Travel 7,744 -6,477|
Interagency Motor Poal 224 39
Transportation of Things 215 -150
Rent, Communications and Utilities 8230 25,468
Printingand Reproduction 39 39
Other Services 103405 7,601,
Supplies and Materials 4160 2,682
Equipment -9,361 -3,268
Insurarnce Claims -2 68
Net Change $276825 $151,441
Estimated Obligations $1,492420 $1,643,861
Total FTE 13,346 14,549

Disability Compensation, Pensions & Burial
Average Salary Analysis
2008 A verage Salary (260 days) $56,901
Annualization 0of3.5% 2008 raise (+0.9%) 498
Annualization 0f3.9% 2009 raise (+2.9%) 1,664
Change instaff comp osition -1,644
One day adjustment 221
Regularbenefits percentage 259%
2008 A verage Cost $76,755
2009 A verage Salary (261 days) $57,640
Annualization 0f3.9% 2009 raise (+1.0%) 562
Annualization 0of2.0% 2010 raise (+1.5%) 865
Chan ge instaff comp osition 112
Regularbenefits percentage 26.5%
2009 A verage Cost $78,442
2010 A verage Salary (261 days) $59,179
Regularbenefits percentage 269%
2010 A verage Cost $80,945
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Program Highlights

VBA currently provides compensation and pension benefits and services to more
than 3.8 million Veterans and beneficiaries. In addition, as will be detailed in this
budget, VBA provides information and services to hundreds of thousands of
active duty military personnel, servicemembers transitioning from military to
civilian life, Veterans, and survivors.

The need for benefits and services continues at the heightened level that began in
2000. Disability claims from returning war Veterans as well as from Veterans of
earlier periods increased from 788,298 in 2005 to 888,112 in 2008, an increase of
99,814 claims, or 13 percent. The 888,112 disability claims received in 2008 are
nearly six percent higher than the 838,141 claims received in 2007. We anticipate
disability claims receipts will increase to 923,704 in 2009 and 972,027 in 2010.
Despite these increases, in 2008 VA reduced the inventory of pending claims, as
the number of completed claims exceeded the number of received claims. This
increased production is expected to continue in 2009 and 2010.

The table that follows reflects the number of rating claims received and
completed over the past four years and projected for 2009 and 2010.

Chart 1
& )
Disability Rating Claims: Receipts vs. Production
- - - -Receipts Production
1,050,000
1,000,000
950,000
900,000
850,000
800,000
750,000 ‘ \
2005 2006 2007 2008 2009 2010*
. S

*Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of 2009, P.L. 111-5.

The increasing claims volume has resulted in dramatic increases in the number of
Veterans and survivors receiving benefits. In 2008, 304,000 new beneficiaries
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were added to the compensation and pension rolls. New accessions exceeded
terminated records due to death and other reasons by more than 100,000, causing
the number of beneficiaries on the rolls to increase to 3.8 million. While the
volume of incoming claims from returning Veterans of Operations Iraqi Freedom
and Enduring Freedom (OIF/OEF) in Iraq and Afghanistan has been very high,
VA has also seen increased claims receipts from Veterans of previous service
periods.

The Department of Defense has identified 991,347 OIF/OEF Veterans, and others
serving around the world during the same period, who have separated from
service or returned to inactive duty in the Guard and Reserve through June 30,
2008. Through October 31, 2008, a total of 343,835 of these Veterans have applied
for benefits. This means 35 percent of the 982,279 living Post-9/11 Veteran
population known to VA has applied for disability benefits, with 90.5 percent of
these applicants having received an initial decision from VA. Almost 295,000 of
these returning war Veterans have been awarded service connection for at least
one disability.

Workload
VBA assigns different work credits for various types of work performed to serve
Veterans and survivors. That work is generally aggregated into the broad
categories defined below with end products (EPs) listed in parenthesis. These
definitions correspond with Charts 2 and 3 on the following pages.
v Rating Claims - Because of the significant resources required to decide
disability claims requiring a rating decision, these claims provide a
representative picture of the overall increasing workload demands being

placed on the system (EPs 010, 020, 110, 120, 140, 180, 310, and 320)
v" Original Disability Determinations (EPs 010, 110, 140, 180 and 190)

v' Non-original Disability Determinations - Claims for increased
evaluations, new disabilities, or reconsideration of previously denied
conditions (EPs 020, 120, 320, 410, 420, and 450)

v' Account Maintenance Activities - Dependency issues, income issues,
eligibility =~ determinations unassociated with disability, hospital
adjustments, guardianship activities, etc. (EPs 050, 095, 130, 133, 135, 150,
155, 165, 290, 293, 500, 510, and 600)

v Program Integrity Activities - Matching programs with DoD, Social
Security Administration, Internal Revenue Service, and other departments,

future examinations, fugitive felon actions, individual unemployability
reviews, etc. (EPs 154, 310, 314, 680, 682, 683, 684, 690, 692, 693, and 694)

v Appeals Work (EPs 070, 172, 173, 174, and 470)
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v" Burials (EP 160)

v All Award Actions - Total EPs that result in award actions

Chart 2
Received Workload

Rating Claims 2005 2006 2007 2008 2009 2010
Receipts 788,298 806,382 838,141 888,112 923,704 972,027

Includes Compensation and Pension End Products: 010, 020, 110, 120, 140, 180, 310, 320

Compensation 2005 2006 2007 2008 2009 2010
Original Claims 238,748 245,522 253,497 260,225 270,654 284,813
Non-Original Claims 446,773 444,316 459,942 496,576 516,477 543,496
Account Maintenance 377,947 366,656 395,994 424,512 441,492 464,450
Program Integrity 74,778 91,967 105,534 81,987 85,269 89,717
Appeals 149,531 145,727 145,791 151,242 157,292 165,471

Pension 2005 2006 2007 2008 2009 2010
Original Claims 74,959 78,667 82,193 89,133 92,701 97,534
Non-Original Claims 51,655 50,004 51,914 49,950 51,952 54,670
Account Maintenance 336,385 314,789 329,214 349,225 363,194 382,080
Program Integrity 29,571 30,623 54,905 36,167 37,614 39,570
Appeals 16,615 16,192 16,199 16,805 17,477 18,386

Burials 2005 2006 2007 2008 2009 2010
All Burial Claims 151,561 143,598 142,916 146,134 151,979 159,882

All Award Actions 2005 2006 2007 2008 2009 2010
ALL 1,948,522 1,928,062 2,038,099 2,101,955 2,186,099 2,300,067
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Chart 3

Completed Workload

Rating Claims 2005 2006 2007 2008 2009 2010
Production 763,464 774,378 824,844 899,863 958,275 1,015,475

Includes Compensation and Pension End Products: 010, 020, 110, 120, 140, 180, 310, 320

Compensation 2005 2006 2007 2008 2009 2010
Original Claims 225,294 238,249 250,232 266,768 284,108 298,029
Non-Original Claims 438,758 425,291 448,492 499,150 531,595 567,643*
Account Maintenance 373,832 347,648 388,079 449,488 478,705 502,161
Program Integrity 72,688 96,470 108,588 83,585 89,018 93,379
Appeals 150,594 140,845 140,215 148,676 158,340 166,099

Pension 2005 2006 2007 2008 2009 2010
Original Claims 70,227 74,853 78,057 98,897 105,325 110,486
Non-Original Claims 50,289 49,222 52,384 53,167 56,623 59,397
Account Maintenance 328,395 303,376 334,706 346,450 368,969 387,048
Program Integrity 27,685 27,481 35,868 47,807 50,914 53,409
Appeals 16,733 15,649 15,579 16,520 17,593 18,455

Burials 2005 2006 2007 2008 2009 2010
All Burial Claims 147,097 136,203 148,299 153,534 163,514 171,526

All Award Actions 2005 2006 2007 2008 2009 2010
ALL 1,901,592 | 1,855,287 | 2,000,499 | 2,164,041 | 2,304,704 | 2,427,634

*Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of 2009, P.L. 111-5.

In addition to the workload outlined above, VA performs outreach and public
contact functions. These include responses to e-mail inquiries, answering phone
calls, and general correspondence, participation in stand downs, and transition

assistance briefings, etc.

The following chart provides a summary of VBA disability determination
workload and FTE projections, discussed in greater detail in the following
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sections. The decline in output per FTE in 2008 and 2009 is reflective of the lower
level of experience among staff due to the large number of new hires in those
years, in addition to the impact of the retirement of experienced staff.

Chart 4
Workload and Resource Needs
Projected Workload and 2009 2010
FTE Requirements 2007 2008 Estimate Estimate
C&P Direct Labor FTE 8,353 10,277 11,948+ 13,110*
Receipts 838,141 888,112 923,704 972,027
Year-end Inventory 391,593 379,842 345,271 301,823
Output per FTEv 98.7 87.6 80.2* 77.5%
Production 824,844 899,863 958,275 1,015,475*
Average Days to Complete
Compensation and Pension 183 179 168 150*
Rating Related Claims

v All direct FTE (including clerical, public contact, non-rating claim processors, etc.) are used in this calculation.
*Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of 2009, P.L. 111-5.

Factors in Anticipated Increased Workload

The eight major factors that contribute to the increase in claims and other services
in 2009 and 2010 include the following;:

Operations Iraqi Freedom , Enduring Freedom, and Others Worldwide
Ongoing hostilities in Iraq and Afghanistan are expected to continue to increase
the compensation workload.  As of October 2008, nearly 1.8 million
servicemembers have deployed in support of these operations including 1,276,635
active duty members and 491,645 National Guard and Reserve members. Of the
491,645 National Guard and Reserve personnel deployed, about 24 percent have
been deployed more than once.

The Size of the Force

The most consistent predictor of future claims is the size of the active duty force.
Whether deployed to foreign duty stations or maintaining security in the United
States, the increase in the authorized size of the active force, as well as the
mobilization of thousands of citizen soldiers, means the size of the force on active
duty remains above peace-time levels, resulting in increased future claims.

Current Conflict Claim Rates
The claim rate for Gulf War Era (which includes the initial Southwest Asia
Conflict as well as ongoing operations in Iraq and Afghanistan) Veterans is
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significant. In 2008, there were over 900,000 Gulf War Era Veterans and more
than 18,600 of their survivors receiving benefits, comprising the second largest
population of beneficiaries after those of the Vietnam Era. The Gulf War Era
covers all Veterans and activated Guard and Reserve personnel who have served
since August 2, 1990. The claim rate from Post-9/11 Veterans, at 35 percent,
significantly exceeds claim activity in the preceding two decades.

Special Outreach

In 2008 VA mailed letters to almost 28,000 in-country Vietnam Veterans who are
receiving treatment for Diabetes in VA medical centers but who have not filed a
claim for this herbicide presumptive disability.

The Current Economic Downturn

The current economic downturn is likely to increase claims for compensation and
pension. New regulations have been proposed that would allow certain Priority
Level 8 Veterans to be enrolled in the VA health care system if their household
income does not exceed the current VA income thresholds by more than 10
percent. The proposed regulations should take effect in June 2009. We anticipate
that many of these Veterans will file disability claims with the aim of reducing
their required co-payments. Other Veterans who have lost insurance coverage as
they have retired or been laid off are expected to file claims for both
compensation and non-service connected pension, which could also potentially
enable them to qualify for Veterans Health Administration enrollment categories
with limited or no co-payments.

Current and Proposed Expansion of Concurrent Receipt

Currently there are almost 1.9 million military retirees, about half of whom
receive benefits from VA. The 2008 expansion of Combat Related Special
Compensation (CRSC) coverage to disability retirees (referred to as Chapter 61
retirees) increases the incentive for these retirees to claim compensation if they
have not previously done so. In 2010 the President’s legislative package includes
a proposal to extend concurrent retirement and disability pay (CRDP) to Chapter
61 retirees. If successful, the President’s proposal will encourage more retirees to
apply for VA benefits.

Reopened Disability Claims

The number of Veterans receiving compensation has increased by more than
600,000 since 2000, from just over 2.3 million Veterans to nearly three million in
2008. VA anticipates that reopened claims for increased benefits will grow also as
compensation recipients, many of whom suffer from chronic progressive
disabilities such as diabetes, mental illness, and cardiovascular disabilities, age
and their conditions worsen. During 2008, reopened disability compensation
claims comprised nearly 55 percent of all disability claims. The average degree of
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disability for Veterans on the rolls has increased steadily from 38.3 percent in
2005 to 40.4 percent in 2008, reflecting the aging population. Similar to the
chronic condition issue, the aging process is likely to result in additional claims
for increased benefits.

Reaching Clients

VA has increased outreach to active duty personnel, and we continue to expand
our outreach efforts. These outreach efforts result in significantly higher claim
rates. Original compensation claims increased nearly 10 percent from 2005
(210,504) to 2008 (231,313). We believe these increases are directly related to our
aggressive outreach programs and that the increases will continue. The Military
Services Program provides transition assistance and other VA benefits briefings
to nearly 300,000 active duty servicemembers and returning Guard and Reserve
members.

The chart below provides data on our benefits briefings for separating
servicemembers (including active duty, Guard/Reserve, and overseas locations).

Chart 6
Total Military Briefings
Fiscal Year Briefings Attendees
2003 5,840 210,025
2004 7,834 276,574
2005 8,184 326,664
2006 8,541 393,345
2007 8,154 296,855
2008 8,708 299,093

Outreach is conducted for servicemembers overseas. The Overseas Military
Services Program (OMSP) was expanded in 2008 from 9 months to 12 months of
coverage in Europe, Japan and Korea. Under the OMSP, VA conducts benefits
briefings for active duty military personnel stationed overseas. Briefings are
given at approximately 60 military installations overseas, with the Overseas
Military Services Coordinators (OMSC) assigned to host sites in five countries:
England, Germany, Italy, Korea, and Japan (including Okinawa). The OMSCs
operate on an itinerant basis, moving from one military facility to another,
providing briefings, interviewing active duty military personnel by telephone and
in person, and assisting in the completion of applications for benefits.

The following chart describes the number of briefings provided and the number
of attendees for the OMSP.
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Chart 7
Overseas Military Briefings

Fiscal Year | Briefings Attendees
2003 472 12,943
2004 624 15,183
2005 686 17,156
2006 498 11,585
2007 590 12,318
2008 829 15,170

We also increased outreach to Veterans of other periods of service. Presently,
nearly 3 million of the 23.4 million living Veterans and nearly 535,000 survivors
are receiving compensation or pension benefits. We continue to expand our
outreach activities to beneficiaries who may not be aware of the benefits to which
they are entitled.

Separating military personnel also receive enhanced services through the Pre-
Discharge Programs. These programs, which include Benefits Delivery at
Discharge (BDD) and Quick Start are detailed in a subsequent section. The Pre-
Discharge Programs are designed to begin the claims process prior to separation
in order to deliver benefits as soon as possible after discharge.

In addition to outreach, the other major components of our public contact
program are our telephone and personal interview activities. In 2008, public
contact teams conducted over 6.1 million phone interviews and nearly 885,000
personal interviews in offices, hospitals, and other locations.

Increasing Number of Claimed Conditions

Although the increase in claims receipts is a major factor affecting resource needs,
it is not the only change in the claims processing environment that affects staffing
requirements. More FTE are needed to complete claims in an accurate and timely
manner due to the greater number of disabilities Veterans now claim, the
increasing complexity of the disabilities being claimed, and changes in law and
process. In 2005, 210,504 original disability compensation claims were received
and 21 percent (43,655) of them contained eight or more issues. In 2008, nearly 27
percent, or 61,598 of the 231,313 original claims received, contained eight or more
issues.

Appeals and Other Workload

The appellate workload presents serious challenges to VA in providing review
decisions in a timely and efficient manner at the regional office and Board of
Veterans” Appeals levels. In 2008, we received almost 109,000 notices of
disagreement, and we processed more than 47,600 statements of the case and
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supplemental statements of the case. The number of appeals received is
proportionate to the number of decisions made. As workload and the number of
decisions made increase, so too will the number of appeals.

In 2008, 101,566 appeals were resolved, and the average number of days pending
was 645. As shown in the chart below, 71 percent (72,380) of the 2008 appeals
were resolved prior to certification to the Board of Veterans” Appeals.

Chart 8
Appeals Resolved Number of ;’ ercentage of
otal Appeals
In 2008 Cases Resolved

Prior to receipt of Appeal Form-9 21,818 21%
Failure to Respond to Statement of the Case 38,758 38%
After Form 9 Received 11,804 12%
BV A Decision 25,578 25%
After BVA Remand 3,608 4%
Total 101,566 100%

Neither our clients nor VA are satisfied with the length of time required to resolve
appeals or the level of pending appeals. To address these concerns, VA initiated a
2-year pilot program effective February 2, 2009, to test the ability of VA and the
Veteran or survivor to partner collaboratively to shorten the time to initial
decision and if necessary appeal resolution. The pilot is being conducted in four
states and consists of a commitment from VA to aggressively manage and process
claims from participants while claimants agree to shortened evidence response
times. VBA has continued and expanded its certification program for regional
office decision makers to measure, ensure, and raise their skill level. Certification
testing for Veterans service representatives (VSRs) and rating Veterans service
representatives (RVSRs) is ongoing. Advanced RVSR and pension management
center VSR testing is being initiated in 2009 while certification testing for decision
review officers and service center managers is scheduled for 2010.

Account Maintenance (Non-rating) Award Actions

In 2008, VBA completed over 2.4 million award actions, of which nearly 900,000
were disability rating decisions. As previously indicated, the number of Veterans
on our rolls has increased by more than 600,000 in recent years, and the total
number of Veterans and survivors on our rolls is now nearly 3.8 million. The
combination of the higher numbers of beneficiaries on our rolls and the sustained
and projected high levels of new claims activity will result in continued growth in
account maintenance award actions (for example, income issues, guardianship
activities, and dependency issues) and in the resources required to process these
actions.
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Fiduciary Activities

Compensation and pension program resources also support VA’s fiduciary
program for beneficiaries who are incapable of managing their own funds.
During 2008, VBA completed 79,167 field examinations and accounting audits.
These include initial appointment field examinations and regular follow-ups, as
well as other actions associated with administering the fiduciary program.
Currently VBA’s fiduciary program supervises more than 102,000 incompetent
beneficiaries. On a monthly basis, the combined VA benefits for these
beneficiaries exceed $58 million, and the combined estates for these beneficiaries
total more than $3.1 billion. Field examiners traveled over 3.6 million miles to
complete their duties during 2008. Like our other work, the workload of the
fiduciary program continues to grow. Additionally, the Veterans Benefits
Improvement Act of 2004 imposed new requirements including fiduciary
qualification, onsite review, and misuse determination requirements for fiduciary
activities.

VBA'’s Response to a Changing Environment
The staff dedicated to delivering compensation, pension, burial, outreach, and
information services to Veterans and beneficiaries has grown steadily since 2007.

It is anticipated that in 2010, Compensation and Pensions direct staffing will
increase by 1,162 FTE over the 2009 level.

VBA continues to position itself to deliver benefits and meet client needs for
services in a timely and compassionate manner through 21st century media that
enable Veterans and survivors to proactively monitor and manage their own
accounts.  Significant efforts to achieve these results are discussed in the
following paragraphs:

Joint DoD/V A Disability Evaluation System

Since March 2007, VA and DoD have closely partnered to examine, revise, and
enhance the method used by the uniformed services to assess the capability of
wounded, ill, and injured servicemembers to remain on active duty and, if unable
to continue military service, to assess the level of disability for severance and
retirement pay purposes. In November 2007 a pilot began in the National Capitol
Region at Walter Reed Army Medical Center, Bethesda National Medical Center,
and Malcolm Grow Air Force Medical Center for all military personnel entering
the Disability Evaluation System (DES) after that date. In the new process, VA
takes a claim from the servicemember when the member enters the DES process.
Examinations are conducted for potentially unfitting conditions and other
claimed conditions using VA-approved templates. These examinations are
conducted by VA, DoD, or jointly based on resources available at the
servicemember’s location. Using the results of the examination and other
information available to DoD, the service department determines whether the
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member is unfit for further duty. If the member is unfit, the evidence is referred
to VA to make a disability determination on both the unfitting and other claimed
conditions. This disability determination is used by both departments. The
pilot’s outcome goals are to increase transparency in the process, increase
servicemembers’ confidence in the decisions being made, increase consistency
across services, and, if separation or retirement is necessary, rapidly enroll the
new Veteran in VA healthcare and eliminate the delay in receipt of compensation
benefits from VBA. Based on the success of the pilot through August,
authorization was given in 2009 to expand the pilot to 20 additional sites across
the nation to thoroughly test the new processes that have been put in place.
Further expansion in 2009 and potential full deployment of the revised program
is being planned in 2010.

Catastrophic DES

VA and DoD have developed another option for the most profoundly disabled
war-injured where the potential for continued military service is not in question.
On a strictly voluntary basis the member and/or their family can elect rapid
separation and transfer to VA, although care may continue to be provided in DoD
facilities until stable. For many members severely injured and with limited
military service, this option may provide greater benefits and services than
remaining on active duty.

Pre-discharge Claims Processing

A pre-discharge claim for disability compensation can be accepted from any
servicemember at any intake site prior to separation from active duty if the
servicemember is within 180 days of discharge.

Benefits Delivery at Discharge (BDD)

Servicemembers must be within 60-180 days of separation to participate in the
BDD process. VA began accepting claims from servicemembers in 1995 as
part of a pilot program with the United States Army. Full implementation
began in 1998. As the number of BDD sites increased throughout the nation,
the need arose for a national memorandum of agreement (MOA) between VA
and DoD to establish the specific responsibilities of each agency in
implementing the single cooperative examination process. The national MOA
was signed on November 17, 2004, and created the cooperative separation
process/examination.

In July 2008, VA again expanded the BDD program to accept BDD claims at all
regional offices, demobilization sites, military installations, and VA health
care facilities. This marks another milestone in this continuing expansion
toward providing timely and quality service to separating servicemembers
and National Guard and Reserve personnel.
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Quick Start Claims

In July 2008, VA also established a policy for “quick start” claims. A quick
start claim is any claim from a servicemember who has less than 60 days to
date of discharge or does not meet the BDD criteria requiring availability for
all examinations prior to discharge. Quick start claims are accepted by intake
sites and forwarded to the regional office of jurisdiction on a daily basis.
Quick start claims are planned for consolidation to two processing sites in San
Diego and Winston-Salem during 2009.

Restructuring of Program Delivery and Improving Productivity
VBA continues to pursue opportunities to achieve additional efficiencies and
improvements in our business processes and improve productivity.

VBA completed the consolidation of original pension claims processing to the
three pension management centers (PMCs) in 2008. This initiative allowed both
regional offices and PMCs to specialize. The following survivors benefit claims
processing will be consolidated to the PMCs in 2009:

* Service connection for the cause of death

* Dependency and Indemnity Compensation (DIC)

* Burial benefits

* Accrued benefits

National Call Centers

VA began consolidating all client service calls to nine national call centers in
November 2007. This consolidation allows regional office personnel to focus
more resources on processing claims. The consolidation is 92% complete with
consolidation of 51 of the 55 regional offices. It is scheduled for completion in
summer 2009. Consolidation to national call centers also positions VA to deliver
better and more timely training and information to call agents.

Inquiry Routing and Information System (IRIS)

Veterans can e-mail VBA with questions and concerns about their accounts and
anticipate a response within five business days. In 2008 VBA received over
96,635 e-mail inquiries through IRIS. We project to process 146,915 inquiries in
2010.

Pilot Program on Expediting Fully Developed Claims

On October 10, 2008, the President signed the Veterans’ Benefits Improvement
Act of 2008, Public Law 110-389. Section 221(a) of the Act directs VA to carry out
a one-year pilot program to assess the feasibility and advisability of expeditiously
processing fully developed compensation and pension claims within 90 days after
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receipt of the claim. The pilot began at 10 regional offices in December 2008 and
will continue for three years.

Pilot Program on Providing Checklists to Claimants

On October 10, 2008, the President signed the Veterans’ Benefits Improvement
Act of 2008, Public Law 110-389. Section 221(b) of the Act directs VA to create a
pilot program to provide a checklist that includes the information or evidence the
claimant must submit to support the claim. This pilot will assess whether
providing such a checklist will result in more frequent and timelier submission of
evidence. The pilot began at four regional offices in December 2008 and will last
for one year for original claims and three years for reopened claims and claims for
increased ratings.

Western Area Pilot Fiduciary Hub

A pilot Fiduciary Hub for the Western Area was established at the Salt Lake City
RO to determine if a realignment of fiduciary processing and increased
management oversight can lead to improved efficiency and effectiveness.

The transfer of station fiduciary activities began in late January 2008 and was
completed in August 2008. The pilot is ongoing.

Technology Improvements

VBA continues to enhance the information technology tools supporting C&P
processing, including Compensation and Pension Records Interchange (CAPRI)
and the Veterans Service network (VETSNET) suite of applications.

e CAPRI supports the VA/DoD Benefits Executive Council goal to share
beneficiary data and medical records through secure and interoperable
information systems. CAPRI allows C&P to obtain instantaneous online
medical evidence from VHA, as well as select categories of medical
evidence from DoD utilizing the Federal Health Information Exchange
(FHIE) architecture. Building on FHIE technical advancements,
Bidirectional Health Information Exchange (BHIE) enables real-time
sharing of select categories of medical evidence for patients treated at both
VA and DoD facilities.

e VETSNET is VBA’s replacement system for the Benefits Delivery Network
(BDN) legacy award, payment, and accounting system. It is a modernized,
stable platform, which enables enhanced client service and data-sharing
opportunities.  Information related to Veterans’ claims is available
electronically, allowing VA to respond to Veterans’ questions when they
call or visit a VA regional office. This electronic information platform also
allows claims processing and client service workload to be shifted between
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regional offices to ensure timely and effective service delivery. In many
cases, data must only be entered one time and becomes available
throughout the lifecycle of a Veteran’s claims.  Data can more easily be
shared with DoD, enhancing opportunities for collaboration on the
seamless transition of servicemember to Veteran status.

There are five VETSNET applications in use today by all Veterans service
representatives and rating Veterans service representatives. Active
payment records for Compensation, Pension, and Dependency &
Indemnity Compensation (DIC) have been converted from BDN, with the
final major conversions scheduled for completion in 2009. Continued
investment is required to update and enhance the VETSNET suite of
applications to support changes in legislation related to claims processing.
Integration of the VETSNET suite with other technologies, such as those
being developed through the Paperless Delivery of Veterans Benefits
Initiative, will support improved claims processing and Veteran self-
service capabilities. The five major applications are:

1. Share/Search and Participant Profile - records and updates basic
information about Veterans and their dependents in the corporate and
legacy databases.

2. Modern Award Processing - Development (MAP-D)- supports claims
establishment, development of claims, and workflow tracking.

3. Rating Board Automation 2000 (RBA2000) - supports the rating and
evaluation of disability claims.

4. Awards - prepares and calculates benefit awards.

5. Finance & Accounting System (FAS) - supports generation and audit of
benefit payments.

Paperless Processing

This budget reflects VA’s commitment to achieving the Secretary’s goal of
processing disability claims in a paperless environment within three years.
Through the use of the Virtual VA suite of applications, VBA established the
framework for reduction of long-term storage and maintenance of paper-based
documentation in the C&P business line. Imaging is currently in use in pension
processing and has been expanded to BDD sites. Efforts are now directed to
enhancing paperless capacity through upgraded infrastructure, software and
storage capacity.
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The Paperless Delivery of Veterans Benefits Initiative is a business
transformation effort to improve service to our Nation’s Veterans by migrating
from Compensation and Pension’s paper-intensive claims process to a claims
process supported by electronic data and services. Core elements of the initiative
include:

e Development of VBA-wide services to enable common methods for
electronically and securely exchanging data with Veterans, external
agencies, and other systems

e Development of operating standards for doing business in an electronic
fashion (e.g., receipt and transformation of paper to electronic data,
routing of work, workload management, etc.)

e Integration and standardization of VBA business processes to provide
consistent, easy-to-use, and reliable services to enhance the Veteran self-
service experience

For Veterans, this means a seamless online interface to access compensation and
pension information and a choice of methods to communicate with VA to provide
evidence, seek information, and perform various elements of “self-service”
throughout the benefit lifecycle. It will transform Veterans’ inputs into an
electronic format for electronic routing and processing and provide on-line access
to Veteran-specific information regarding potential benefits provided by VBA as
well as status of pending benefit claims. It will provide fair, accurate, and timely
decisions on claims for benefits, efficiently communicated in language that is
easily understood, and eliminate repeated requests to the Veteran for the same
information.

As VBA implements the strategic vision for the overall Paperless Initiative,
demonstrable progress is being made in utilizing imaging technology to support
compensation and pension claims processing. Current activities include:

e Benefits Delivery at Discharge - BDD (60-180 days prior to discharge) -
Currently processing at Winston-Salem & Salt Lake City Rating Activity
Sites (RASs) - all new BDD claims are processed in the paperless
environment as of August 2008

e Principal Guardianship Files (PGFs) for Fiduciary - Fiduciary Hub Pilot at
Salt Lake City began June 9, 2008
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e Disability Evaluation System (DES) Paperless Pilot - Began October 1,
2008, in the National Capitol Region - VHA review of “eFile” through
Virtual VA is also being piloted

e Support for processing subsequent claims and appeals for Veterans with a
prior claim processed in the Paperless environment

New Means of Communication

VBA is committed to meeting the Veterans of the 21st century in the manner in
which they choose to interact with us. We continue to actively evaluate new
means of communication through e-mail and other popular communication
protocols. VBA has developed functional requirements and will move to replace
the current outdated VONAPP on-line application with one that meets 21st
century expectations.

Modernizing the Rating Schedule

In 2008, VBA issued revised regulations on Traumatic Brain Injury (TBI). These
changes were driven by the Department of Defense and Department of Veterans
Affairs experience with this injury in the current conflict and reflect the thinking
of experts in the field of brain injury, as identified in TBI summits, discussions
with DoD and clinicians and researchers, and comments from the public.

In 2009, VBA will work to revise the mental health portion of the rating schedule
with particular emphasis on PTSD. The successful use of summits of experts in
revising the TBI regulations means that we will utilize similar methods in the
mental health area and future changes to body system regulations.

Significantly, in 2008 VA established and the Congress subsequently codified the
Advisory Board on the Rating Schedule to aid the Secretary in the development
and maintenance of the schedule.
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The American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act of 2009 will make one-time
payments of $250 to eligible Veterans and survivors to mitigate the effects of the
current economy. These payments will be issued as early as June 2009. VA
estimates $700 million in payments will be made from the Compensation and
Pensions account to eligible beneficiaries as part of this measure. The Recovery
Act provides $7.1 million in funding to the VBA General Operating Expenses
account to administer the benefit payments. While this program will primarily be
executed in 2009, some administrative costs and activities may continue into 2010.

In addition, the Veterans Benefits Administration will hire 1,500 additional
employees under the Recovery Act. New staff will consist of approximately 500
permanent employees (who will be retained beyond 2010 to replace losses that
VBA experiences as a result of normal attrition) and 1,000 temporary employees
hired under term appointments. All new Recovery Act employees will be on-
board before 2010 and will contribute to increased productivity in 2010. The
temporary employees will conduct follow-up actions to expedite claims
development and perform other administrative activities to free decision-makers
to perform more complex tasks. The anticipated increase in production in 2010 is
expected to be 10,000 cases. We also anticipate timeliness improvements:
average days pending (ADP) to be 105 days compared to 107 days, and average
days to complete (ADC) to be 150 days rather than 154 days. The revised targets
for ADP and ADC are estimates based upon a pilot study conducted with the
Texas Veterans Commission in cooperation with VA in which that organization
did phone follow-up with claimants for evidence. The pilot suggested that
aggressive phone follow-up has the potential to improve ADP and ADC.

4B-22 Disability Compensation, Pensions & Burial



Performance Measures
The following tables provide performance measurements and expectations based
on receiving the funding requested:

Table 1: Performance Summary Table
ALL MEASURES

T 4-Year Results History Annual Targets
Description Current Budget
Year Year .
Oepsenenilaragemen | 2005|2006\ 2007|2008 | g | equesy_| Strategc
2009 2010 Target

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.
Objective 1.2 and 1.4
1.2 Provide timely and accurate decisions on disability compensation claims to improve the economic status and
quality of life of service-disabled Veterans.

1.4 Improve the standard of living and income status of eligible survivors of service-disabled Veterans through
compensation, education, and insurance benefits.

1) National accuracy rate

- compensation rating 84% 88% 88% 86% 90% 90% 98%
claims¥ & ¥

2) Ratingrelated actions 122 130 132 121 116 105+ 100
- average days pending

3) Average days to 124 136 132 121 115 110 90

complete - DIC actions?

4) National accuracy rate
(compensation 90% 91% 92% 95% 95% 96% 98%
maintenance claims)¥ &%

5) BDD Participation rate 55 46 53 59 TBD TBD TBD
f;t?;/’erau satisfaction 58% N/A N/A N/A TBD TBD 90%
Strategic Goal 3
Honor and serve Veterans in life and memorialize them in death for their sacrifices on behalf of the Nation.
Objective 3.2

Provide eligible Veterans and their survivors a level of income that raises their standard of living and sense of
dignity by processing pensions claims in a timely and accurate manner.
7) Pension maintenance

claims - average days to 68 92 104 119 85 82 60
complete¥

8) National accuracy rate -

pension maintenance 86% 88% 91% 93% 94% 95% 98%
claims¥ & ¥

9) National accuracy rate-

pension entitlement 90% 90% 91% 87% 93% 93% 98%
claims”&¥

10) Rating related actions 83 9 89 87 76 67 65
- average days pending

11) Overall satisfaction 65% N/A N/A N/A TBD TBD 90%

rate¥
YProjections are based on a 12-month cumulative average from the STAR database.

“Measure renamed

¥ No customer satisfaction survey results since 2005. We anticipate results for 2009 will be available in 2010.

*Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of 2009, P.L. 111-5.
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Table 1: Performance Summary Table
ALL MEASURES

Measure 4-Year Results History Annual Targets
. . Current Budget
Description Year Year
(Depiit;;l:;l;:; i\r/{a':loal%e;ment 2005 2006 2007 2008 (Final) (Request) Sh‘ategic
2009 2010 Target

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

12) Compensation and
Pension rating - related
actions - average days to
complete”

13) Appeals Resolution
Time (Number of Days) 622 657 660 645 700 700% 675%
(Joint Measure with BVA)

167 177 183 179 168 150* 125

14) Productivity Index (%) N/A 90 88 79 TBD TBD TBD

15) National accuracy rate -

(fiduciary work) (%)3 85 83 84 81 88 90 98

Strategic Goal 3
Honor and serve Veterans in life and memorialize them in death for their sacrifices on behalf of the Nation.
Objective 3.4
Ensure that the burial needs of Veterans and eligible family members are met.
16) Average number of
days to complete a claim
for reimbursement of burial
expenses
17) National Accuracy Rate
for burial claims processed 93 94 95 96 97 98 98
(%)
YMeasure renamed
%2009, 2010, and strategic targets established by BVA.
¥No customer satisfaction survey results since 2005. We anticipate results for 2009 will be available in 2010.
¥Projections are based on a 12-month cumulative average from the STAR database.
*Target reflects the effects of additional funding from the American Recovery and Reinvestment Act of 2009, P.L. 111-5.

57 72 91 84 80 75 21
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

1) National Accuracy Rate - compensation rating claims.

a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e  Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s):

e VBA’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

e Systematic Technical Accuracy Review (STAR) Data Base, which maintains claims processing accuracy.

c) Data Verification: C&P STAR quality reviews by individual reviewers are routinely validated by C&P

managers as part of individual performance. Additionally, when a regional office disagrees with an error

call, it is reviewed as part of a formal process requiring the concurrence of the service director.

d) Measure Validation: This measure assesses the quality of claims processing and assists VBA

management in identifying improvement opportunities and training needs.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

¢ Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e Greater than expected staff retirements.

2) Rating - related actions - average days pending.

a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e  Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s): VBA’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

c) Data Verification: Data are analyzed weekly and results are recorded quarterly by VBA’s Central Office

based Compensation and Pension Service, which performs quality and consistency reviews on cases from the

regional offices with the highest rates of questionable practices. When anomalies are identified, when
necessary, VBA staff follows standardized, documented procedures for making necessary changes to
previously entered data.

d) Measure Validation: This measure’s focus is improved service delivery to claimants. Additionally, it

ensures that claimants receive the benefits to which they are entitled in a consistent and timely manner.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

e Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e  Greater than expected staff retirements.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

3) Average days to complete - DIC actions.

a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s): VBA’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

c) Data Verification: Data are analyzed weekly and results are recorded quarterly by VBA’s Central Office

based Compensation and Pension Service, which performs quality and consistency reviews on cases from the

regional offices with the highest rates of questionable practices. When anomalies are identified, when
necessary, VBA staff follows standardized, documented procedures for making necessary changes to
previously entered data.

d) Measure Validation: This measure’s focus is improved service delivery to claimants. Additionally, it

ensures that claimants receive the benefits to which they are entitled in a consistent and timely manner.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

¢ Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e Greater than expected staff retirements.

7) Pension maintenance claims - average days to complete.

a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s): VBA’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

c) Data Verification: Data are analyzed weekly and results are recorded quarterly by VBA’s Central Office

based Compensation and Pension Service, which performs quality and consistency reviews on cases from the

regional offices with the highest rates of questionable practices. When anomalies are identified, when
necessary, VBA staff follows standardized, documented procedures for making necessary changes to
previously entered data.

d) Measure Validation: This measure’s focus is improved service delivery to claimants. Additionally, it

ensures that claimants receive the benefits to which they are entitled in a consistent and timely manner.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

¢ Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e Greater than expected staff retirements.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY

(8) National accuracy rate - pension maintenance claims.
a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s):

e VBA'’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

e Systematic Technical Accuracy Review (STAR) Data Base, which maintains claims processing accuracy.

c) Data Verification: C&P STAR quality reviews by individual reviewers are routinely validated by C&P

managers as part of individual performance. Additionally, when a regional office disagrees with an error

call, it is reviewed as part of a formal process requiring the concurrence of the service director.

d) Measure Validation: This measure assesses the quality of claims processing and assists VBA

management in identifying improvement opportunities and training needs.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

¢ Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e  Greater than expected staff retirements.

(12) Compensation and Pension Rating - related actions - average days to complete.

a) Means and Strategies:

e  Process claims timely, accurately, and consistently.

e Service centers separated into a team concept with distinct functional areas for increased workload
specialization, and more accurate, efficient and timely claims processing.

e Develop staff expertise for higher quality decisions.

e VETSNET online information platform allows claims processing and client service workload to be
shifted between regional offices to ensure timely and accurate benefit delivery

b) Data Source(s): VBA’s systems of record: Benefits Delivery Network (BDN) and VETSNET.

c) Data Verification: C&P STAR quality reviews by individual reviewers are routinely validated by C&P

managers as part of individual performance. Additionally, when a regional office disagrees with an error

call, it is reviewed as part of a formal process requiring the concurrence of the service director.

d) Measure Validation: This measure assesses the quality of claims processing and assists VBA

management in identifying improvement opportunities and training needs.

e) Cross-Cutting:

e VA/DoD is continuously developing a joint examination protocol to satisfy discharge examinations and
meet the requirements for comprehensive VA examinations that will ultimately improve claims
processing timeliness.

e Interface to Defense Personnel Records Imaging System to request and receive DoD records more
quickly thereby improving timeliness of claims processing.

f) External Factors:

e Significant court decisions or legislative actions requiring readjudication of claims.

e  Greater than expected staff retirements.
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Initiatives

The following chart provides initiative data based on receiving the funding

requested.
Compensation and Pensions Initiatives
(dollars in thousands)
2009 Estimate 2010 Estimate
Payroll Non-pay Total FTE Payroll | Non-pay Total FTE

Training Package - 4,691 4,691 - - - - -

C&P Subtotal $0 $4,691 $4,691 0 $0 $0 $0 0
VBA-Wide:

Training Package - 766 766 - - - - -

Paperless Delivery of Veterans

Benefits Initiative - 18,125 18,125 - 11,869 11,869 -

VBA-Wide Subtotal $0 $18,891 $18,891 0 $0 $11,869| $11,869 0
C&P Total $0 |  $23582 | $23,582 0 $0 $11,869]  $11,869 0
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VBA-Wide Initiatives

Specific crosscutting initiatives that can be linked to a specific business line have
been integrated into the respective business line plans. However, some initiatives
affect some or all business lines, and the specific impact on an individual business
line cannot be readily identified. These initiatives may be independent of specific
business objectives, but are required activities to achieve the overall VBA mission
and goals. Following is the description of a VBA-wide initiative that impacts the
Compensation, Pensions, and Burial programs:

Initiative: Paperless Delivery of Veterans Benefits

Total 2010 Initiative Cost: $15,753,000 C&P Portion: $11,869,000
Paperless Delivery of Veterans Benefits (Paperless Initiative) will move VBA to a
business model less reliant on paper for claims processing. The initiative will
build a common platform of shared services and scalable architecture, approved
by the Office of Information & Technology (Ol&T), that can be tailored to meet
the claims processing and benefits delivery needs of all VBA business lines. The
initiative will integrate VBA’s core business applications and modernized
payment system, Veterans Service Network (VETSNET), as well as existing and
planned infrastructure.  The initiative will expand current paperless claims
processing activities in all VBA business lines into a world-class, Veteran-centric
benefits delivery model. In 2009, VA contracted with a Lead Systems Integrator
(LSI) to provide the systems design for the envisioned technology platform. The
technology design will incorporate and /or build upon the current functionalities
and technology of existing systems such as Virtual VA and The Image
Management System (TIMS), ultimately integrating or reducing the number of
disparate systems supporting benefits delivery. VBA is working closely with
OI&T and the LSI to ensure all “to be” business requirements are documented
and addressed by the system design. Initial technology capabilities are to be built
and delivered in 2010. In parallel, VBA has engaged the services of an industry
leader in business transformation and organizational change management. The
business transformation contractor (BTC), on board in March 2009, will assist
VBA in maximizing capabilities made available through the LSI's technology
design.

In addition to optimizing business processes, the BTC will assist VBA in
developing an organizational change, communications management and training
approach to assure VBA employees and stakeholders are fully prepared for and
engaged in the transformation effort.
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Education

Mission

VBA’s educational assistance programs honor and reward Veterans,
servicemembers, reservists, survivors, and eligible dependents for sacrifices made
in military service to this nation by assisting them in achieving their educational
or vocational goals. This mission is accomplished by providing financial
assistance, generally in the form of monthly benefit payments, as mandated in
Title 38 and Title 10 USC.

Stakeholders

Stakeholders and clients of the programs administered by Education Service
include Veterans, servicemembers, reservists, dependents of certain Veterans,
educational institutions, training establishments, State Approving Agencies,
Congress, Department of Defense, Department of Homeland Security,
Department of Health and Human Services, Department of Commerce,
Department of Labor, Department of Education, and other VA elements.
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Education

Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)

Discretionary 2008 Estimate Budget Estimate Decrease(-)
FTE
Direct 868 902 1,354 1,461 107
Management Direction and Support 99 89 112 115 3
Total FTE 967 991 1,466 1,576 110
Obligations
Personal Services $67,915 $76,269 $99,427 $115,578 $16,151
Travel 1,524 1,189 1,869 1,894 25
Interagency Motor Pool 196 211 211 215 4
Transportation of Things 154 188 188 159 -29
Rent, Communications & Utilities 9,141 12,381 16,601 18,531 1,929
Printing 693 941 1,166 1,481 315
Other Services 4,323 5,427 13,627 8,257 -5,370
Supplies and Materials 866 698 1,572 1,089 -483
Equipment 1,311 679 2,303 1,174 -1,129
Insurance Claims 3 2 2 0 2
Total Administrative Obligations $86,127 $97,985 $136,966 $148,377 $11,412
Reimbursements -$537 -$1,292 -$2,258 -$2,636 -$378
Unobligated SOY $0 $0 -$100,000 -$27,490 $72,510

2008 GI BILL Supplemental $0 $0 -$100,000 $0 $100,000

GOE Carry Over $0 $0 $0 -$27,490 -$27,490
Unobligated EOY $100,000 $0 $27,490 $0 -$27,490

2008 GI BILL Supplemental $100,000 $0 $0 $0 $0

GOE Carry Over $0 $0 $27,490 $0 -$27,490
Transfers to IT Appropriation $0 $0 $35,000 $0 -$35,000
Adjustments $0 $0 $0 $0 $0
Total Appropriation $185,590 $96,693 $97,198 $118,252 $21,054
Outlays (net) $83,145 $93,440 $93,130 $111,906 $18,776
Note: Dollars may not add due to rounding in this and subsequent charts.
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Summary of Budget Request

Budget authority of $118.3 million will fund 1,576 FTE, the January 1, 2010, 2.0
percent pay raise, the associated level of fringe benefits, inflationary expenses,
and the Post-9/11 GI Bill requirements.

Changes from Original 2009 Budget Estimate

The current administrative obligations for 2009 are $137 million, an increase of
$39 million from the original budget estimate. This increase is due to the
implementation of the provisions of Public Law 110-252, the Supplemental
Appropriations Act, 2008 (or the Post-9/11 GI Bill). The additional funds will
support the increase of 475 Post-9/11 GI Bill FTE and their requisite rent,
communications, and utilities; other services contracts; supplies and materials;
and equipment.

Changes from 2009 Current Estimate to 2010 Estimate

In 2010, obligations are expected to increase $11.4 million. This increase supports
the implementation of the Post-9/11 GI Bill, a 2.0 percent pay raise, and
associated increases to fringe benefits. Other Services decreases in 2010 because
of the expiration of a Post 9/11 GI Bill program management contract from the
previous year. Equipment and supplies obligations decrease as a result of one-
time purchases for new employees in 2009. All other non pay changes reflect
inflationary trends.
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Education
Analysis of Discretionary Increases and Decreases
(dollars in thousands)
2009 2010
Estimate Estimate

Prior Year Obligations $86,127 $136,966
Prior Year FTE 967 1,466
Adjustments:

FTE 499 110
Personal Services $31,512 $16,151
Travel 345 25
Interagency Motor Pool 15 4
Transportation of Things 34 -29
Rent, Communications & Utilities 7,460 1,929
Printing 473 315
Other Services 9,303 -5,370
Supplies and Materials 706 -483
Equipment 992 -1,129
Insurance Claims -1 -2,
Net Change $50,839 $11,412
Estimated Obligations $136,966 $148,377|
Total FTE 1,466 1,576
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Education
Average Salary Analysis

2008 Average Salary (260 days) ) $52,287
Annualization of 3.5% 2008 raise (+0.9%) $458
Annualization of 3.9% 2009 raise (+2.9%) $1,529
Change in staff composition -$4,261
One day adjustment $386
Regular benefits percentage 25.6%
2008 Average Cost $70,232
2009 Average Salary (261 days) $50,399
Annualization of 3.9% 2009 raise (+1.0%) $491
Annualization of 2.0% 2010 raise (+1.5%) $756
Change in staff composition $2,415
Regular benefits percentage 25.7%
2009 Average Cost $67,822
2010 Average Salary (261 days) $54,062
Regular benefits percentage 26.3%
2010 Average Cost $73,336
Program Highlights

In addition to benefit rate increases, which have significantly raised education
benefit payments, recently enacted legislation significantly expands eligibility for
spouses and children of servicemembers to receive transferred benefits and
broadens the scope of educational assistance available for members of the Ready
Reserve. The most noteworthy provisions are summarized below:

(1) From 2002 to 2008, the MGIB benefit rate has risen from $800 per
month for a full-time student to $1,321 per month. The number
of students has increased from almost 323,000 in 2002 to
approximately 354,000 in 2008, a 10 percent increase.

(2) Public Law 110-252 established a new education benefit program
under chapter 33 of title 38 U.S.C. called the Post-9/11 GI Bill.
Under the Post-9/11 GI Bill individuals with a qualifying period
of active duty will be eligible to receive a tuition voucher paid to
the school that covers up to the highest in-state public school
tuition. The percentage of the maximum benefit payable to an
individual is based on the aggregate amount of active duty
served after September 10, 2001. Certain individuals will also be
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eligible to receive a monthly housing stipend and a stipend for

books and supplies. Payments for chapter 33 are effective August
1, 20009.

Public Law 110-252 also revised the transfer of entitlement
criteria for individuals eligible under chapter 30 and authorized
transfer of entitlement for those eligible under chapters 1606,
1607, and 33.

Finally, Public Law 110-252 eliminated the 14-year period of
eligibility under chapter 1606 for individuals in the Selected
Reserve and increased the monthly rates under chapter 30,
effective August 1, 2008.

Public Law 110-181 revised benefits provided to reservists
receiving educational assistance. Reservists receiving benefits
under the Reserve Educational Assistance Program (REAP or
chapter 1607) are now eligible to receive accelerated payments,
use aggregated periods of service of three years or more to
qualify for the 80 percent payment rate, retain eligibility during
breaks in Selected Reserve service when the member remains in
the Ready Reserve, participate in the $600 contribution buy-up
program, and are authorized to have a 10-year delimiting period
once the member is separated from the Selected Reserve after
completing their service under other than dishonorable
conditions. The MGIB Selected Reserve (MGIB-SR) program has
also been revised under this law. Individuals receiving MGIB-
SR benefits can now receive accelerated payments and are
qualified for a 14-year delimiting period if they are separated
involuntarily from the Selected Reserve.

Impact of the Post-9/11 GI Bill

The provisions of Public Law 110-252, the Supplemental Appropriations Act,
2008, expanded education benefits and made it necessary to establish new
payment and claims processing approaches. Workload and FTE are expected to
increase significantly from previous fiscal years.
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Workload and Resource Needs

The table below provides a summary of VBA workload and FTE projections,
which are discussed in more detail in the following sections.

2009 2010
2007 2008 Estimate | Estimate
Direct Labor FTE (cum) 790 868 1,354 1,461
Increase in Claims (over previous year) 12.2% 6.5% 15.6% 7.8%
Total Claims 1,533K | 1,633K 1,887K 2,035K
Avg Days to Process Orig Claims 32 19 24 24
Avg Days to Process Suppl Claims 13 9 10 10

2009 Workload

The projected 2009 increase of 15.6 percent follows an increase of 410,221
education claims between 2002 and 2008, from 1,222,422 to 1,632,643, a
cumulative 34 percent increase. These increases in the number of claims result
largely from increases to benefit rates as well as the increase in claims from the

Post-9/11 GI Bill.

To handle the additional claims work, direct FTE rose 18 percent between 2002
and 2008 (from 737 to 868). Productivity improvements are expected as new staff
become more experienced, thus enabling them to complete claims more quickly
and accurately. In 2009, increased workload and performance goals will be

accomplished by 1,354 direct FTE.

2010 Workload

In 2010, we expect a 7.8 percent increase in workload over 2009 due to the Post-
9/11 GI Bill. We anticipate the increase in FTE to 1,461 will enable the
Department to address the expected increase in workload while still maintaining

claims processing timeliness.
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Performance Measures. The following chart provides performance
measurements and expectations based on receiving the funding requested:

Table 1l: Performance Summary Table
ALL MEASURES

Measure 4-Year ResultsHistory Annual Targets
Descri ption Current Budget Y ear .
(Departmental Management | 2005 2006 2007 2008 | Yer(Fina) | (Reques) | Strategic
Measuresin bold) 2009 2010 Target

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

Objective 2.2
Enhance the ability of Veterans and service members to achieve educational and career goals by providing timely
and accurate decisions on education claims and continuing payments at appropriate levels.
1) Average days to

complete original 33 40 32 19 24 24 10
claims

2) Average days to

complete 19 20 13 9 10 10 7

supplemental claims
3) Montgomery GI Bill
Usage Rate (%)
Veterans who have 71 70 70 70 71 71 80
passed their 10-year
eligibility period

4) Percent of
Montgomery GI Bill
participants who
successfully completed
an education or

training program?/
YMeasure under development
YA Strategic Target will be defined by December 31, 2009.

N/A N/A N/A N/A TBD TBD TBD?
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Table 1l: Performance Summary Table
ALL MEASURES

Measure 4-Year ResultsHistory Annual Targets
Description Current Budget Y ear .
(Departmental Management 2005 2006 2007 2008 Year (Find) | (Request) | Strategic
Measuresin bold) 2009 2010 Target

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

Objective 2.2

Enhance the ability of Veterans and service membersto achieve educational and career goals by providing timely
and accurate decisions on education claims and continuing payments at appropriate levels.

5) The percentage of
beneficiaries that
believe their VA
educational assistance
has been either very
helpful or helpful in the
attainment of their
educational or
vocational goal?/

N/A

N/A

N/A

N/A

TBD

TBD

TBDV

6) Customer
satisfaction-Percentage
of beneficiaries very
satisfied or somewhat
satisfied with the way
VA handled their
education claim (%)%

N/A

N/A

N/A

N/A

89

N/A

95

7) Telephone activities—
Blocked call rate (%)

38

43

32

10

10

10

8) Telephone activities—
Abandoned call rate
(%)

17

20

14

9) Payment accuracy
rate (%)

96

94

95

96

96

97

VA Strategic Target will be defined by December 31, 2009.
YMeasure under development. Annual targets will be developed and published in the FY 2011 budget.
¥No customer satisfaction survey since 2004; Survey will be conducted in 2010 for 2009 data.
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Table 2: Performance Measure Supporting Information

KEY MEASURES ONLY
1) and 2) Average daysto complete original and supplemental education claims

a) Meansand Strategies:

e  With the enhancement of the new Gl Bill, additional FTE will be needed to process the increasein claims. The new Gl
Bill will provide educational assistance in the form of tuition and fees, a monthly housing allowance, and a books and
supplies stipend. Payments for the new Gl Bill will be effective August 1, 2009. Theincreasein FTE will addressthe
increasing number of claims received, while simultaneously maintaining claims processing timeliness and payment
accuracy.

e ThePost-9/11 Gl Bill contains dligibility rules and benefit determinations that will work well with rules-based technology
that requires minimal human intervention. The long-term strategy to implement the Post-9/11 Gl Bill will rely on support
from the Space and Naval Warfare Systems Command, to devel op an end-to-end solution that utilizes rules-based
industry-standard technologies, for the delivery of education benefits by December 2010.

b) Data Source(s):

e  Education claims processing timeliness is measured by using data captured automatically through the Benefits Delivery
Network.

e Information is reported through VBA'’ s data warehouse using the Distribution of Operational Resources System.

c) Data Verification:

e  Confirmed through ongoing quality assurance reviews performed by Education Service staff.

e  Samplesof cases are reviewed yearly from each Regional Processing Office (RPO) and are selected randomly from a
database of quarterly end products. The results are valid at the 95 percent confidence level.

d) Measure Validation:

e Timdinessisdirectly related to the volume of work received, the resources available to handle the incoming work, and
the efficiency with which the work can be completed.

€) Cross-Cutting:

e  Education Service can more quickly complete education claims when schools certifying officials submit enrollment data
eectronicaly to VA.

e Toimprove claim processing times, VA can increase use of VA Online Certification of Enrollment (VA ONCE) for
school certifying officials (e.g., college officials) and conduct weeklong, online training courses for new school certifying
officias.

e In 2008 there were 16,860 school certifying officials utilizing VA ONCE. In the same year we received 1,293,175
electronic documents through VA ONCE, which represented an increase of 70,000 from the previous year.

f) External Factors:

e Thelegidative expansion of educational benefit programs may have an impact on these goals by increasing the volume of
claims submitted to VA.

g) Other Supporting Information: None

4C-10 Education



Initiatives
The following chart outlines resources requested in support of Education
initiatives:

Initiatives
(dollars in thousands)
2009 2010
Estimate Estimate
Payroll | Non- Total FTE |Payroll| Non- Total FTE
pay pay

Stakeholder Training

Education Training Package - 78 78

Education Subtotal $0 $78 $78 0 $0 $0 $0
VBA-Wide:

Training Package - 73 73

Paperless Delivery of Veterans

Benefits Initiative - 2,865 2,865 - - 1,868 1,868

VBA-Wide Subtotal $0 $2,938 $2,938 0 $0| $1,868 $1,868
Education Total $0 $3,016 $3,016 0 $0| $1,868 $1,868

VBA-Wide Initiatives

Specific crosscutting initiatives that can be linked to a specific business line have
been integrated into the respective business line plans. However, some initiatives
affect some or all business lines and the specific impact on an individual business
line cannot be readily identified. These initiatives may be independent of specific
business objectives, but are required activities to achieve the overall VBA mission
and goals. Following is the description of a VBA-wide initiative that impacts the
Education program:

Initiative: Paperless Delivery of Veterans Benefits

Total 2010 Initiative Cost: $15,753,000 Education Portion:
$1,868,000

Paperless Delivery of Veterans Benefits (Paperless Initiative) will move VBA to a
business model less reliant on paper for claims processing. The initiative will
build a common platform of shared services and scalable architecture, approved
by the Office of Information & Technology (Ol&T), that can be tailored to meet
the claims processing and benefits delivery needs of all VBA business lines. The
initiative will integrate VBA’s core business applications and modernized
payment system, Veterans Service Network (VETSNET), as well as existing and
planned infrastructure.  The initiative will expand current paperless claims
processing activities in all VBA business lines into a world-class, Veteran-centric
benefits delivery model. In 2009, VA contracted with a Lead Systems Integrator
(LSI) to provide the systems design for the envisioned technology platform. The
technology design will incorporate and /or build upon the current functionalities
and technology of existing systems such as Virtual VA and The Image
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Management System (TIMS), ultimately integrating or reducing the number of
disparate systems supporting benefits delivery. VBA is working closely with
OI&T and the LSI to ensure all “to be” business requirements are documented
and addressed by the system design. Initial technology capabilities are to be built
and delivered in 2010. In parallel, VBA has engaged the services of an industry
leader in business transformation and organizational change management. The
business transformation contractor (BTC), on board in March 2009, will assist
VBA in maximizing capabilities made available through the LSI's technology
design. In addition to optimizing business processes, the BTC will assist VBA in
developing an organizational change, communications management and training
approach to assure VBA employees and stakeholders are fully prepared for and
engaged in the transformation effort.
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Housing

Mission

The Housing program will help eligible Veterans, active duty personnel,
surviving spouses, and members of the Reserves and National Guard purchase
and retain homes in recognition of their service to the Nation. We will treat all
Veterans and other participants in the program in a courteous, responsive, and
timely manner. We will endeavor to operate in the most efficient manner
possible to minimize cost and ensure the best use of taxpayers” dollars.

Stakeholders

Veterans, active duty personnel, eligible surviving spouses, members of the
Reserves and National Guard and their families are the primary clients of the
program. Lenders, loan servicers, others in the housing finance industry,
homebuilders, and real estate agents are partners with VA in providing service to
Veterans. Employees and fee personnel, such as appraisers, inspectors, and
management brokers, are key to providing Veterans with quality and timely
service. Congress, Veterans Service Organizations, state and county veteran
representatives, and the military services are also important stakeholders.
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Housing
Summary of Discretionary Appropriation Highlights

(dollars in thousands)

2009
Budget Enacted 2010 Increase(+)

Discretionary 2008 Estimate Budget Estimate Decrease(-)
FTE
Direct 781 778 787 793 6
Management Direction and Support 99 110 96 98 2
Total FTE 880 888 883 891 8
Obligations
Personal Services $75,769 $81,170 $81,170 $83,986 $2,816
Travel 2,504 2,617 2,617 2,663 46
Interagency Motor Pool 313 538 538 548 10
Transportation of Things 131 377 377 136 -240
Rent, Communications & Utilities 8,882 9,813 9,813 10,304 491
Printing 201 351 351 357 6
Other Services 23,430 19,674 19,674 23,920 4,246
Supplies and Materials 1,086 1,205 1,205 1,226 21
Equipment 2,506 1,777 1,777 1,809 32
Insurance Claims 3 7 7 7 0
Total Administrative Obligations $114,826 $117,529 $117,529 $124,957 $7,427
Reimbursements -$114,826 -$117,529 -$117,529 -$124,957 -$7,427
Unobligated SOY $0 $0 $0 $0 $0

GOE Carry Over $0 $0 $0 $0 $0
Unobligated EOY $0 $0 $0 $0 $0

GOE Carry Over $0 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
Adjustments $0 $0 $0 $0 $0
Total Appropriation $0 $0 $0 $0 $0
Outlays (net) $0 $0 $0 $0 $0

Note: Dollar amounts may not add due to rounding in this and subsequent charts.

Summary of Budget Request

Reimbursement authority of $125 million is requested from credit accounts to
fund the discretionary portion of the Housing program in 2010. Administrative
funding includes $124,313 thousand for the Veterans Housing Program and $644
thousand for the Native American Housing Program. The funding will support
891 VBA FTE for the Veterans and Native American Housing programs.

Changes from Original 2009 Estimate

There are no funding changes from the original 2009 estimate.
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Changes from 2009 Current Estimate to 2010 Estimate

In 2010, obligations are projected to increase $7.4 million. The $2.8 million
increase in personal services is due to the additional FTE for the
increased Specially Adapted Housing (SAH) workload, the 2.0 percent pay raise,
and associated increases to fringe benefits. Other services increases are due to
additional enhancements for the VA Loan Electronic Reporting Interface
(VALERI) and the anticipated increase in loan volume and for Property
Management Servicer Provider fees due to expected increases in VA housing
inventory, along with longer inventory holding times. All other non-pay changes
reflect inflationary trends.

Housing
Analysis of Discretionary Increases and Decreases
(dollars in thousands)
2009 2010
Estimate Estimate

Prior Year Obligations $114,826 $117,529
Prior Year FTE 880 883
Adjustments:

FTE 3 8
Personal Services $5,401 $2,816
Travel 113 46
Interagency Motor Pool 225 10
Transportation of Things 245 -240
Rent, Communications & Utilities 930 491
Printing 150 6
Other Services -3,756 4,246
Supplies and Materials 119 21
Equipment -728 32
Insurance Claims 4 0
Net Change $2,704 $7,427
Estimated Obligations $117,529 $124,957|
Total FTE 883 891
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Housing
Average Salary Analysis
2008 Average Salary (260 days) ) $66,020
Annualization of 3.5% 2008 raise (+0.9%) $578
Annualization of 3.9% 2009 raise (+2.9%) $1,931
Change in staff composition -$1,135
One day adjustment $520
Regular benefits percentage 23.3%
2008 Average Cost $86,101
2009 Average Salary (261 days) $67,914
Annualization of 3.9% 2009 raise (+1.0%) $662
Annualization of 2.0% 2010 raise (+1.5%) $1,019
Change in staff composition -$548
Regular benefits percentage 26.1%
2009 Average Cost $91,926
2010 Average Salary (261 days) $69,047
Regular benefits percentage 26.7%
2010 Average Cost $94,260

Workload and Resource Needs

2009 Workload

Total loans guaranteed in 2008 were 180,000 and are estimated to increase to
220,000 in 2009. The past lax credit underwriting standards used in the mortgage
markets led to substantial losses in the secondary mortgage market, which has
resulted in a significant tightening of available credit. This will make the VA-
guaranteed loan program more attractive to Veterans considering purchasing a
home. This tightened credit environment will also increase confidence and usage of
the guaranteed loan program by the real estate and mortgage lending industry,
upon which VA relies to deliver the home loan benefit to Veterans.

Since VA operates in the broader mortgage marketplace, the program is collaterally
affected by the subprime turmoil that affected the market. This turmoil has led to
declining housing prices and values. VA expects that successful servicing efforts,
which offer assistance to many Veterans with delinquent VA-guaranteed home
loans, will be hampered by this situation. Most notably, the deflation in house
prices reduces the effectiveness of foreclosure-avoidance tools that are available.
VA expects the net result will be more foreclosures.
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2010 Workload

VA estimates that the workload in 2010 will be approximately 220,000 loans
guaranteed. Defaults and foreclosures will continue to increase consistent with the
deflation in house values, which reduces the effectiveness of default resolution
options that were previously available.

The program emphasis is on developing and implementing information
technology solutions to provide more timely service to our clients at a reduced
cost. Important benchmarks are the quality and efficiency of service provided by
private entities because they set the level of expectations for all real estate
transactions.

Performance Measures
The following chart provides performance measurements and expectations based
on receiving the funding requested:

Table 1: Performance Summary Table
ALL MEASURES

Measure 4-Year Results History Annual Targets
Description Current Budget

(Departmental Y.ear Year .

e — 2005 2006 2007 2008 (Final) | (Requesyy | Strategic
Measures in bold) 2009 2010 Target

Strategic Goal 3
Honor and serve Veterans in life and memorialize them in death for their sacrifices on behalf of the
Nation.
Objective 3.6
Improve the ability of Veterans to purchase and retain a home by meeting or exceeding lending
industry standards for quality, timeliness, and foreclosure avoidance.

1) Default
Resolution rate %

2) Statistical
quality index %

3) Veterans Avail. Dec.

satisfaction level N/A 93.1 91.7 95.0 95.5 97.0
o1/ 2009

4) Rate of
homeownership
for Veterans
compared to that
of the general
population %

N/A N/A N/A N/A 56.5 56.5 57.0

98.0 99.0 99.2 99.6 98.0 98.0 98.5

N/A N/A N/A 115.2 109.0 109.0 110.0

¥/ No Housing survey was completed for 2005.
¥ New measure added to 2010 budget and strategic plan.
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Table 1: Performance Summary Table
ALL MEASURES

Measure 4-Year Results History Annual Targets

Description Current Budget
Year Year

(Departmental 2005 2006 2007 2008 (Final) (Request) | Strategic

Management

Measures in bold) 2009 2010 Target

5) Default
Resolution N/A N/A N/A N/A Baseline TBD TBD

Efficiency Ratio?
6) Lender
Satisfaction
(Percent of
lenders who Avail. Dec
indicate that they N/A 93.2 92.0 2069 ' 94.0 94.5 95.0
are satisfied with

the VA Loan
Guaranty
Program) %

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.
Objective 1.1

Maximize the physical, mental, and social functioning of Veterans with disabilities and be a leader in
providing specialized health care services.

7) Specially
Adapted Housing
Independence
[Percent of
Specially
Adapted Housing
(SAH) grant Avail. Dec.

recipients who N/A 93.2 91.3 2009 95.0 95.5 97.0
indicate that
grant-funded
housing
adaptations
increased their
independence]

¥ No Housing survey was completed for 2005.
% New measure added to 2010 budget and strategic plan.
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Table 2: Performance Measure Supporting Information
KEY MEASURES ONLY
1) Default Resolution Rate - Percent of defaulted VA-guaranteed loans that are successfully resolved
via a loss mitigation option

a) Means and Strategies:

¢ Implement new business processes and procedures related to the Veterans Affairs Loan Electronic
Reporting Interface (VALERI) system (a purchased service) in order to help Veterans with
delinquent VA-guaranteed loans

e Provide financial incentives and greater flexibility to primary servicers of VA-guaranteed loans to
prevent foreclosures

b) Data Source(s):

e VALERI system

c) Data Verification:

¢ VA loan administration staff reviews results data (e.g., loan files) for conformance with VALERI's
business rules. Failure to conform to VALERI's business rules affects the accuracy of the data.
Loan administration staff work to identify instances of failure in order to continually improve
accuracy of performance results.

L]

d) Measure Validation:

e One of Loan Guaranty’s objectives is to assist Veterans in retaining home ownership

e Default Resolution Rate measures VA’s and servicers’ joint efforts in helping Veterans with
delinquent VA-guaranteed loans, receive the most advantageous resolution option

e Monitoring delinquent loan servicing means more Veterans will receive timely assistance in helping
to prevent foreclosures and retaining their homes

e) Cross-Cutting:

e There are no cross-cutting activities that affect this goal

f) External Factors:

e The volume of new VA-guaranteed loans is closely related to changes in interest rates

e Levels of defaults, foreclosures, and property acquisitions are affected by the performance of the
economy

g) Other Supporting Information: None
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Initiatives
The following chart outlines resources requested in support of Housing
initiatives:

Initiatives
(dollars in thousands)
2009 Estimate 2010 Estimate
Payroll | Non- Total FTE |Payroll| Non- Total FTE
pay pay
Handbook & Manuel
Modernization - $549 $549 -
Housing Training Package - 852 852
Housing Subtotal $0 $1,401 $1,401 0 $0 $0 $0
VBA-Wide:
Training Package - $70 $70 -
Paperless Delivery of Veterans
Benefits - 1,228 1,228 - - 810 810
VBA-Wide Subtotal $0 $1,298 $1,298 0 $0 $0 $0
Housing Total $0 $2,699 $2,699 0 $0 $810 $810

VBA-Wide Initiatives

Specific crosscutting initiatives that can be linked to a specific business line have
been integrated into the respective business line plans. However, some initiatives
affect some or all business lines and the specific impact on an individual business
line cannot be readily identified. These initiatives may be independent of specific
business objectives, but are required activities to achieve the overall VBA mission
and goals. Following is the description of a VBA-wide initiative that impacts the
Housing program:

Initiative: Paperless Delivery of Veterans Benefits

Total 2010 Initiative Cost: $15,753,000 Housing Portion: $810,000
Paperless Delivery of Veterans Benefits (Paperless Initiative) will move VBA to a
business model less reliant on paper for claims processing. The initiative will
build a common platform of shared services and scalable architecture, approved
by the Office of Information & Technology (Ol&T), that can be tailored to meet
the claims processing and benefits delivery needs of all VBA business lines. The
initiative will integrate VBA’s core business applications and modernized
payment system, Veterans Service Network (VETSNET), as well as existing and
planned infrastructure. = The initiative will expand current paperless claims
processing activities in all VBA business lines into a world-class, veteran-centric
benefits delivery model. In 2009, VA contracted with a Lead Systems Integrator
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(LSI) to provide the systems design for the envisioned technology platform. The
technology design will incorporate and /or build upon the current functionalities
and technology of existing systems such as Virtual VA and The Image
Management System (TIMS), ultimately integrating or reducing the number of
disparate systems supporting benefits delivery. VBA is working closely with
OI&T and the LSI to ensure all “to be” business requirements are documented
and addressed by the system design. Initial technology capabilities are to be built
and delivered in 2010. In parallel, VBA has engaged the services of an industry
leader in business transformation and organizational change management. The
business transformation contractor (BTC), on board in March 2009, will assist
VBA in maximizing capabilities made available through the LSI's technology
design. In addition to optimizing business processes, the BTC will assist VBA in
developing an organizational change, communications management and training
approach to assure VBA employees and stakeholders are fully prepared for and
engaged in the transformation effort.
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Vocational

Rehabilitation and EmElozment

Mission

The purpose of the Vocational Rehabilitation and Employment (VR&E) program
is to provide all services and assistance necessary to enable Veterans with service-
connected disabilities to become employable and obtain and maintain suitable
employment, and to the maximum extent feasible, achieve independence in daily
living.

Stakeholders

Stakeholders and customers of the VR&E program include Veterans,
servicemembers, reservists, dependents of certain Veterans, Veterans Health
Administration, Department of Labor, Small Business Administration, Office of
Personnel Management, Department of Defense, education, training and
rehabilitation facilities, Congress, and Veterans service organizations.
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Vocational Rehabilitation & Employment
Summary of Discretionary Appropriation Highlights
(dollars in thousands)
2009
Budget Enacted 2010 Increase(+)

Discretionary 2008 Estimate Budget Estimate Decrease(-)
FTE
Direct 1,111 1,073 1,153 1,155 2
Management Direction and Support 127 106 141 143 2
Total FTE 1,238 1,179 1,294 1,298 4
Obligations
Personal Services $110,077 $109,708 $116,698 $124,569 $7,872
Travel 2,862 2,779 2,779 2,826 47
Interagency Motor Pool 280 302 302 307 5
Transportation of Things 178 269 269 184 -85
Rent, Communications & Utilities 11,989 14,191 14,191 14,901 711
Printing 291 500 500 509 9
Other Services 18,670 25,736 25,736 25,574 -162
Supplies and Materials 1,495 2,602 2,602 2,648 46
Equipment 2,070 862 862 877 15
Insurance Claims 15 3 3 3 1
Total Administrative Obligations $147,927 $156,952 $163,942 $172,399 $8,458
Reimbursements -$311 -$320 -$320 -$328 -$9
Unobligated SOY $0 $0 $0 $0 $0

GOE Carry Over $0 $0 $0 $0 $0
Unobligated EOY $0 $0 $0 $0 $0

GOE Carry Over $0 $0 $0 $0 $0
Transfers $0 $0 $0 $0 $0
Adjustments $0 $0 $0 $0 $0
Total Appropriation $147,616 $156,632 $163,622 $172,071 $8,449
Outlays (net) $141,407 $152,234 $157,189 $166,736 $9,547

Note: Dollars may not add due to rounding in this and subsequent charts.

Summary of Budget Request

Budget authority of $172.1 million is requested to fund the discretionary portion
of the Vocational Rehabilitation and Employment program in 2010. The funding
will support 1,298 FTE, the January 1, 2010, 2.0 percent pay raise, the associated
level of fringe benefits costs, and inflationary expenses.

Changes from Original 2009 Budget Estimate

The current administrative obligations for 2009 are $163.9 million, an increase of
$7 million from the original budget estimate. The increase to personal services is
for the additional 115 FTE hired in 2009 and the associated level of fringe benefits
costs.

Changes from 2009 Current Estimate to 2010 Estimate
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In 2010, obligations are expected to increase $8.5 million. Personal services
reflects a $7.9 million increase as a result of the additional FTE hired, the 2.0
percent pay raise, the associated level of fringe benefits costs, and inflationary
expenses. Other increases to non-pay categories reflect inflationary trends.
Decreases to transportation of things and other services more accurately reflect
current actual expenditures.

Vocational Rehabilitation & Employment
Analysis of Discretionary Increases and Decreases
(dollars in thousands)
2009 2010
Estimate Estimate

Prior Year Obligations $147,927 $163,942
Prior Year FTE 1,238 1,294
Adjustments:

FTE 56 4
Personal Services $6,621 $7,872
Travel -83 47
Interagency Motor Pool 22 5
Transportation of Things 91 -85
Rent, Communications & Utilities 2,201 711
Printing 209 9
Other Services 7,066 -162
Supplies and Materials 1,107 46
Equipment -1,208 15
Insurance Claims -12 1
Net Change $16,015 $8,458|
Estimated Obligations $163,942 $172,399
Total FTE 1,294 1,298
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Vocational Rehabilitation & Employment
Average Salary Analysis
2008 Average Salary (260 days) i $67,410
Annualization of 3.5% 2008 raise (+0.9%) $590
Annualization of 3.9% 2009 raise (+2.9%) $1,972
Change in staff composition -$4,103
One day adjustment $509
Regular benefits percentage 24.2%
2008 Average Cost $88,915
2009 Average Salary (261 days) $66,377
Annualization of 3.9% 2009 raise (+1.0%) $647
Annualization of 2.0% 2010 raise (+1.5%) $996
Change in staff composition $2,141
Regular benefits percentage 26.4%
2009 Average Cost $90,184
2010 Average Salary (261 days) $70,161
Regular benefits percentage 26.9%
2010 Average Cost $95,970

Workload and Resource Needs

The table below provides a summary of VR&E workload and FTE projections,

which are discussed in more detail in the following sections.

VR&E 2007 2008 Es%iolgite ES%iOI:‘l(:lte
Direct Labor FTE 1,020 1,111 1,153 1,155
Total Workload 87,485 91,735 93,799 95,675
Increase in Workload (over previous year) -2.5% 4.9% 2.2% 2.0%
Rehabilitation Rate 73% 76% 76% 76%

Anticipated workload increases, shown above, are expected as a result of the

following :

e The VBA-wide effort to increase outreach activities to separating
servicemembers and Veterans. As part of this effort, VR&E is working to
enhance and increase outreach through the Disability Transition Assistance

Program (DTAP).

The goal of DTAP is to assist potentially eligible
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