











Enclosure 2

Department of Veterans Affairs
2007 FAIR Act Annual Management Report
Introduction and Purpose
The purpose of the 2007 FAIR Act Annual Management Report is to provide the Office of Management and Budget (OMB) with information on how the Department of Veterans Affairs (VA) has implemented the Federal Activities Inventory Reform Act of 1998 (FAIR Act).  In accordance with OMB requirements, the VA FAIR Act Management Report includes an overview of the inventory process, the number of challenges and appeals received for the past year, and a description of the review process.

Background
OMB provided guidance on FAIR Act implementation in updated versions of OMB Circular A-76, and Revised Supplemental Handbook through Transmittal Memorandum 20 dated June 20, 1999.  The Office of Federal Procurement Policy Letter 92-1 provided guidance on the identification of inherently governmental activities that are not subject to the FAIR Act.  The Department of Veterans Affairs followed guidance provided in the revised OMB Circular A-76 dated May 29, 2003, on the Inventory process.  

Discussion
· 2006 Inventory of Commercial Activities
The Department of Veterans Affairs established a Project Team in March 2006, to complete the 2006 FAIR Act Inventory of Commercial and Inherently Governmental Activities.  A consolidated listing of the number of personnel by occupational code within a cost center was provided to each VA organization.  As requested in OMB Memorandum M-06-08, the Department of Veterans Affairs also included a listing of inherently governmental positions in the same format and level of detail used for the inventory of commercial functions, function codes definitions that differ from the DoD code definitions, and justifications for newly designated Code A functions.

The Department engaged in a sequential outcome-oriented process to complete the 2006 FAIR Act inventory.  VA made concerted efforts to improve the overall process and to educate its staff and labor partners about the FAIR Act.  VA uses a centralized approach in compiling the FAIR Act Inventory each year.  However, there is considerable deference for each administration and staff office researching the specific designations and reason code application.  

The FTEs reported for each Administration and staff office was consistent with the estimated FTEs funding level for FY 2006 with the exception of the Veterans Health Administration (VHA).  VHA reports a head count which includes a large increase in part-time clinical support staff hired in FY 2006.  

The following information represents a summary of the VA 2006 FAIR Act Inventory of Commercial Activities:

	
	 Commercial Designation
	

	Veterans Health Administration
	199,122

	

	Veterans Benefit Administration
	2,451
	

	National Cemetery Administration
	1,253
	

	All Other VA Organizations
	1,285
	

	Total for Department of Veterans Affairs
	204,111
	


For the 2006 Inventory, VA will continue to provide FAIR Act inventory information over the Internet in a Microsoft Excel spreadsheet and in an Adobe Acrobat® (PDF) format.  VA will also provide appropriate inventory information to its key stakeholders, including labor partners, and continue to consult with these stakeholders about VA’s FAIR Act implementation.

· Challenges and Appeals

The Department of Veterans Affairs received no challenges nor appeals to its 2006 Inventory of Commercial Activities.  

VA indicated that health care employees were, for the most part, commercial but not appropriate for private sector performance based on the fact that many functions related to direct patient care.  However, VA contracts for many aspects of health care with the private sector under unique authorities such as sharing agreements for scarce medical services under Title 38, Sec. 7409, contracting with commercial facilities for veterans’ health care, and augmenting staffing needs with contractual personnel.  Through VA’s Enhanced Sharing Authority, VA has been able to contract for necessary clinical services in a reasonable timeframe and without the excessive costs and timeframes of detailed studies.  
· 2007 Inventory of Commercial and Inherently Governmental Activities 

The Department of Veterans Affairs established a Project Team in April 2007, to complete the 2007 FAIR Act Inventory of Commercial and Inherently Governmental Activities.  A consolidated listing of the number of personnel by occupational code within a cost center was provided to each VA organization.  As requested in OMB Memorandum M-07-14, the Department of Veterans Affairs also included a listing of inherently governmental positions in the same format and level of detail used for the inventory of commercial functions, function codes definitions that differ from the DoD code definitions, and justifications for newly designated Code A functions.

The Department engaged in a sequential outcome-oriented process to complete the 2007 FAIR Act inventory.  VA made concerted efforts to improve the overall process and to educate its staff and labor partners about the FAIR Act.  VA uses a centralized approach in compiling the FAIR Act Inventory each year.  However, there is considerable deference for each administration and staff office researching the specific designations and reason code application.  

The FTEs reported for each Administration and staff office was consistent with the estimated FTEs funding level for FY 2007 with the exception of the Veterans Health Administration (VHA).  VHA reports a head count which includes a large increase in part-time clinical support staff hired in FY 2007.  

The following information represents a summary of the VA 2007 FAIR Act Inventory of Commercial Activities:

	
	 Commercial Designation
	

	Veterans Health Administration
	   202,366

	

	Veterans Benefit Administration
	1,963
	

	National Cemetery Administration
	1,212
	

	All Other VA Organizations
	2,889
	

	Total for Department of Veterans Affairs
	208,430
	


For the 2007 Inventory, VA will continue to provide FAIR Act inventory information over the Internet in a Microsoft Excel spreadsheet and in an Adobe Acrobat® (PDF) format and will uploaded onto the Workforce Inventories Tracking System (WITS).  VA will also provide appropriate inventory information to its key stakeholders, including labor partners, and continue to consult with these stakeholders about VA’s FAIR Act implementation.

· Agency Review Process

To comply with the time frames for 2007 challenges and appeals as identified in Public Law 105-270, VA made the decision to manage FAIR Act challenges and appeals at the Department level, and a process map was developed to assist VA organizations.  Prior to releasing the FAIR Act inventory to the public, VA provided guidance on complying with the FAIR Act requirements and a process to address challenges and appeals to all VA managers.  It should be noted that interested parties are allowed to submit their challenge and subsequent appeal by written correspondence, fax, or electronic mail.  To ensure consistency for receipt of an interested party’s material, cancelled post-marks were utilized for written correspondence, while date of delivery was used for fax and e-mail transmissions.
The Deputy Assistant Secretary for Planning and Evaluation manages the FAIR Act challenges; and the Principal Deputy Assistant Secretary for Policy, Planning, and Preparedness serves as the Department’s FAIR Act appeal official.  Based on appropriate consultation and concurrence from VA organizations, VA’s FAIR Act officials provide written notification to inquiries from all interested parties.  Attachment 2 to this document presents the process VA follows for FAIR Act Inventory challenges and appeals.

_____________________


 In 2007, the Veterans Health Administration (VHA) conducted a comprehensive review of occupational codes within each activity.  The reported information reflects full-time and part-time employees who have been associated with commercial activities.  VHA has approximately 20,000 part-time and intermittent
Next Steps - Enhancing VA FAIR Act Process
· The Department of Veterans Affairs recognizes that a key issue to improving the FAIR Act process is the continued education of both internal and external audiences.  This will be an ongoing process, and VA will continue efforts to educate its employees and labor partners about the FAIR Act.  

· For clarity and ease of review, attached is a spreadsheet, which identifies the offices included in the Inventory and their abbreviations.  (See Attachment 1)   

Summary

VA will continue to demonstrate good faith in complying with the spirit and the letter of the FAIR Act legislation.  VA is adhering to a department-wide approach that fosters a “bottom-up” review of each organizational unit combined with a coordinated review process.  VA will continue to address key issues related to the balance between inherently governmental and commercial activities as it continuously strives to deliver high quality, timely, efficient, and effective services and benefits to our Nation’s veterans and their eligible dependents.

For further information, please contact Scott Holliday, 202-461-5804; e-mail: scott.holliday@mail.va.gov or Julie Plush, 202-461-5810; e-mail:  Julie.plush@mail.va.gov.










Attachment 1

VA Organizations Listed on 2007 FAIR Act Inventory

Organization






    Abbreviation

	Office of the Secretary
	Secretary

	Center for Minority Veterans
	CMV

	Center for Women Veterans
	CWV

	Office of Employment Discrimination Complaint Adjudication
	OEDCA

	Office of Small and Disadvantaged Business Utilization
	OSDBU

	            Regulation and Policy Management
	REGPOLICY

	Inspector General
	OIG

	General Counsel
	OGC

	Board of Veterans’ Appeals
	BVA

	Office of Management
	OM

	Office of Acquisition and Materiel Management
	OA&MM

	Financial Services Center
	FSC

	Debt Management Center
	DMC

	Financial Systems & Quality Assurance Service
	FSQAS

	Core Financial and Logistics System
	CoreFLS

	Office of Business Oversight – Management Quality Assurance Service
	OBO-MQAS

	Office of Business Oversight – Systems Quality Assurance Service
	OBO-SQAS

	            Office of Business Oversight – Internal Control Service
	ICS

	Office of Information and Technology
	OI&T

	OIT Operations and Maintenance
	OM

	            Corporate Franchise Data Center
	CFD

	            Information Technology Center
	ITC

	           Enterprise Operations and Infrastructure 
	Ops

	Office of Policy and Planning 
	OP&P

	            Office of Operations, Security, and Preparedness
	OSP

	Office of Human Resources and Administration
	HR&A

	Office of Public and Intergovernmental Affairs
	PIA

	Office of Congressional and Legislative Affairs
	OCLA

	Veterans Health Administration
	VHA

	Veterans Benefits Administration
	VBA

	National Cemetery Administration
	NCA
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