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MILITARY CONSTRUCTION, VETERANS AF-
FAIRS, AND RELATED AGENCIES APPRO-
PRIATIONS FOR 2010

WEDNESDAY, FEBRUARY 4, 2009.

UNITED STATES ARMY
WITNESS
KENNETH O. PRESTON, SERGEANT MAJOR OF THE ARMY

STATEMENT OF THE CHAIRMAN

Mr. EDWARDS [presiding]. I would like to call the committee to
order. I want to welcome everyone here, the witnesses, the mem-
bers of the committee, and all the others for your attendance here
today at our first subcommittee meeting of the 111th Congress.

Our ranking member, Congressman Wamp, is back with us. I
want to thank you personally, Mr. Wamp, for your tremendous
leadership and a lot of the very positive accomplishments of this
subcommittee last year. And as I recall, our last bill passed by—
that was about 424—4 or something close to that. So I really appre-
ciate the bipartisan manner in which this committee has been dedi-
cated to supporting our veterans and our troops and their families.

I would like to just start out with a few organizational comments
and points before we get into the witnesses’ testimony.

I would like to say at the very beginning here that I think we
are literally blessed to have one of the finest staffs of any com-
mittee or subcommittee in the House. They work on a bipartisan
basis. They know their business. And I think they are the real rea-
son why we have had such great successes in this committee in the
last few years, as well as previous years.

We have Carol Murphy as the clerk, she will be back as the clerk
for this subcommittee. We also have Mary Arnold.

And if you could all raise your hand when I introduce you. Tim
Peterson, Donna Shahbaz, Walter Hearne, all on the majority side.
And on the minority side, we have Martin Delgado, Liz Dawson,
and Kelly Shea.

And while I introduced them as majority and minority side, this
committee will continue its tradition of working on a bipartisan
and nonpartisan basis on behalf of our veterans and our troops and
their families.

I would like to just very briefly, for the record, since this is the
first meeting of the subcommittee for the year, review some of our
efforts and achievements from last year.
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For the Veterans Administration, we followed up on the largest
single-year increase for veterans with an additional $4.5 billion in-
crease. We provided funds to hire an additional 2,000 claims proc-
essors to reduce the serious V.A. backlog claims.

We increased veterans’ funding by $16.3 billion during the 110th
Congress, an unprecedented increase and something that I believe
the troops and our veterans earned—these were dollars and pro-
grams that they earned through their service to the country.

On the military construction side, we provided over $25 billion
in new funding for 2009. We were also able to make progress on
a couple of areas where we identified a great need.

Between the 2008 and the 2009 supplemental bills, we were able
to secure nearly $975 million for new military hospital construc-
tion, an initiative of this subcommittee and something I think has
been long overdue.

And we secured $200 million in additional money for new train-
ing barracks, something that hasn’t been the highest of priorities
coming out of budgets from OMB.

While our new recruits aren’t expecting to be trained and live in
Hilton Hotels, we ought to have them living in the kind of housing
conditions that show respect from our country for their choice to
sign up and serve our country.

So I am very proud of our bipartisan effort to make new inroads
in improving our training barracks. Not many lobbyists out there
are lobbying for 18-, 19-; 20-year-old recruits to the military forces,
but this subcommittee intends to continue being a lobbyist for them
in partnership with you, who has been such an eloquent voice on
their behalf.

Before I proceed, I would like to recognize again Mr. Wamp, who
had such a tremendous impact on the success that I have men-
tioned.

The time is yours.

STATEMENT OF THE RANKING MINORITY MEMBER

Mr. Wamp. Well, Mr. Chairman, thank you. Good morning.

I think it is really appropriate to start here with the top enlisted
leaders of our combined Armed Forces. Probably the only better
way we could do this is if we had your family members up here—
heart is where this committee’s work is. Quality of life is really ev-
erything for us.

And it is still a tough world to serve in out there, and we know
that, and we want to make sure we do everything we can here at
this table—I want to thank the chairman, because I think he is ex-
actly right. We have a lot to be grateful for, first and foremost,
your service and all the men and women that you represent. This
subcommittee has, in a bipartisan way, really kicked it in and
stepped it up.

And I tell people that at home and everywhere I go how com-
mitted, in a bipartisan way, we are to your families and to those
men and women who volunteer to serve at a very difficult time.
And I think we have made progress, but I think we can still make
progress.
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A little housekeeping here. I have Major Juan Alvarez that is
now on my staff, and Erin Fogleman. I have been through a little
transition.

But I want to tell you something that maybe sounds a little
strange to say, but I am now up to seven on our side in the senior-
ity of the ranking members. And unlike the Democrats, who base
their seniority on the particular subcommittee that they choose, we
can move.

We had three retirements ahead of me on our side, and I could
have gone to a number of other committees. I said, “I want to stay
right here, because this is the most important work that I can be
engaged in.” And I am actually doing two jobs right now. I am run-
ning for governor of our state and serving here in Congress.

But as long as I am here, it is absolutely the highest privilege
of my professional life to serve those that serve our country in uni-
form, our Armed Forces in a volunteer capacity, with two wars in
Iraq and Afghanistan, and trouble in 25 countries. It is a volatile
time. It is a tough time. But there is no greater service to our coun-
try than the people that you represent.

And 1 especially appreciate you four men, because just about
every one of you has some real, direct connection to the state of
Tennessee. So I just want to thank you for that. [Laughter.]

And I know the chairman is going to find all those nexus to
Texas, but it is undeniable how much they know about where I
live. And I, too, have been out there.

I was with President Bush in November on the ground at Fort
Campbell, listening to our soldiers, many of whom are single. We
have housing needs for those single troops that are serving us. We
have a host of needs, still, in the area of childcare centers. And I
know that the chairman is trying any vehicle passing through town
here to help us. And that is important, as well.

But we are so very grateful. And it is such a privilege. Our num-
bers shrank over here. We had four members of the subcommittee
besides me. Now we have three. And Mr. Carter will be here, but
the same team, which is a strong Republican team over here is
committed to our men and women in uniform.

We stand ready over the next 2 years to do everything we can
to help our chairman and to help the majority and the President
of the United States honor your sacrifice and service. I am really
looking forward to it. We will do all that we can at a time of great
challenge and difficulty, both on the budget front and around the
world, to honor what you’re doing—and I just want you to know
that going in.

It is going to be a great year. And thank you for your presence
here today. I hope that you will tell us what we need to hear and
not what we want to hear as we go through this process. I know
you are in charge of doing that to the generals, and I hope you will
be the same way with us this morning.

Thank you, Mr. Chairman.

Mr. EDWARDS. Great. Thank you, Zach.

And let me just say, as a Texan, having studied the Alamo, even
we Texans are appreciative of Tennesseans—as long as I am chair-
man of this committee and as long as Chairman Young chooses to
be on this subcommittee, it is going to be my tradition to recognize
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him for an opening statement, as well, because he has done as
much or more than any single member of Congress to support our
troops and our veterans.

And the former chairman of the full Appropriations Committee,
former chairman of the Defense Appropriations Committee, now
the partner.

And, Chairman Young, we are honored to have you again in this
Congress on our subcommittee. And I would like to recognize you
for any opening comments you would care to make.

Mr. YOUNG. Well, Mr. Chairman, thank you very much. And I
fought hard to stay on this subcommittee when we were having to
downsize somewhat. But when it comes to the well-being of the
men and women who serve in our military, there are no Repub-
licans and no Democrats, especially on this committee, the chair-
man has conducted this subcommittee in just a tremendous bipar-
tisan way, in the best interests of our country. And Mr. Wamp has
done the same.

And we are here—I know you hear this as a joke on occasion—
but we are here to help, actually. I am not sure whether you have
seen your specific budget for your service or not, but I don’t think
we have, have we, Mr. Chairman?

Mr. EDWARDS. No.

Mr. YOUNG. We haven’t gotten the budget yet. But we know
that—regardless of what the budget is, there are needs that our
men and women need. And we are counting on you to tell us what
those needs are, because I can guarantee you that this sub-
committee, the members of this subcommittee are going to do
whatever we can possibly do to meet the needs to improve the qual-
ity of life and to take care of some of those little problems that are
out there that sometimes we don’t hear about.

So I am going to ask, Mr. Chairman, that, as they go through
their testimony, just pretend like we have a magic wand up here
and tell us some of the things that we might not have read or we
might not have heard about. Tell us some of the things that we
need to be doing in the interests of our military personnel.

Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Young.

Let me welcome two new members to our subcommittee, Con-
gressman John Salazar and Congressman Steve Israel. We are
thrilled to have both of you here.

And let me just give you a brief background. Congressman
Salazar was first elected in 2004. He is a new member of the Ap-
propriations Committee, but he is not new to defense issues. He
served in the United States Army, a distinguished career there
from 1973 to 1976. He also reflects his values by having served on
the Veterans Affairs Committee. He was born and raised on a
farm, still an active farmer, and a Blue Dog Democrat.

John, we are very thrilled to have you. Would you care to make
any statement in your first subcommittee hearing?

Mr. SALAZAR. Well, I thank you, Mr. Chairman.

First of all, it is really an honor to be able to serve on this sub-
committee. It was one of my first choices. And I want to thank you
for the opportunity.
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As many of you know, the Salazar family has had a long history
of serving this country. My father was a World War II veteran,
asked that he be buried in his staff sergeant World War II uniform,
and he was. And many times—we don’t ask much of our country,
but we ask what we can do for our country.

Thank you for your service.

And thank you, Mr. Chairman. This is truly an honor for me to
be able to serve on this committee.

Mr. EDWARDS. Thank you, John. We are honored that you are on
this subcommittee.

Steve Israel is a member of Congress from the great state of New
York. He was first elected in 2000, became a member of the Appro-
priations Committee in 2007. He is also not new to defense issues
on several points.

He previously served on the House Armed Services Committee,
founded the bipartisan House Center Aisle Caucus, and very im-
portantly, has been chairman of the House Democratic Caucus
Task Force on Defense and the Military. He is particularly known
for his leadership on professional military education issues, in addi-
tion to other areas of interest to him.

Welcome to the committee, Steve.

Mr. ISRAEL. Thank you, Mr. Chairman.

Mr. EDWARDS. And I would like to recognize you for any com-
ments you would care to make.

Mr. ISRAEL. Thank you, Mr. Chairman and colleagues. I truly am
honored to be on this subcommittee.

If there was only one regret in coming to the Appropriations
Committee, it was that I had to leave the Armed Services Com-
mittee. And I told the speaker, my heart remains with the Armed
Services Committee. My wallet is with the Appropriations Com-
mittee. [Laughter.]

And I have always had a longstanding interest, working with
Chairman Skelton, on the issue of professional military education
and how we are equipping our forces with the software that they
need to become effective and remain effective warriors. I look for-
ward to continuing to work with you—thank you all.

Mr. EDWARDS. Thank you, Steve. Welcome back.

And welcome back—welcome, as a new member of the sub-
committee. And welcome back, also, to all the returning members
today. It is an honor. I think this is a great, great subcommittee.

Let me make a fairly brief opening statement. This is our first
hearing of the year. I think it is a reflection on our respect for your
leadership and the difference that you have made from your pre-
vious year’s testimony.

We felt, as Mr. Young alluded, we felt it wasn’t even important
to wait until we have an official administration budget request,
that whatever the needs are that are out there that you have iden-
tified—our troops and their families need to be heard now, as we
begin our—our budgeting process.

Members, today’s hearing is on the quality of life for enlisted sol-
diers, sailors, Marines, airmen, and their families. The four wit-
nesses at the table are the senior enlisted members of their respec-
tive branches. Members should know—and this is amazing—that
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these four witnesses represent roughly 124 years of distinguished
military service and experience.

This hearing is a great opportunity to identify areas where we
can do more to serve those who serve us. And as I mentioned to
some of you I met with yesterday, literally, if you ever wonder all
the trouble you go to testify on Capitol Hill, does it make a dif-
ference?

Literally, the comments you made about the need for child devel-
opment centers over the last several years is the reason why we
have added several hundred million dollars to those programs, and
particularly the point being that we have a lot of single moms and
dads, while their spouses are serving in Iraq and Afghanistan on
a first, second, or third tour that deserve and need that daycare.

So you have made a difference. And we know you will continue
to.

Our witnesses today are, first, Sergeant Major of the Army Ken-
neth Preston. He is no stranger this subcommittee.

Welcome back, Sergeant Major.

He was sworn in to his present position on January 15th of 2004
with over 33 years of service in the United States Army. He was
command sergeant major for Combined Task Force 7 in Baghdad
prior to becoming sergeant major in the Army.

And I anticipate Sergeant Major Preston will introduce him for-
mally, but I also wanted to pay special tribute to Command Ser-
geant Major John Gipe of the National Guard and also Command
Sergeant Major Leon Caffie of the Army Reserve.

Thank you. Thank you both for your leadership and for being
here today, as well.

Sergeant major of the Marine Corps is Carlton W. Kent. Ser-
geant Major Kent is a returning witness and became sergeant
major of the Marine Corps on April 25th of 2007. He also has 33
years of military service.

And we thank you for those distinguished years of service, Ser-
geant Major. He served as sergeant major of the Marine Forces,
Europe, and the 1st Marine Expeditionary Force at Camp Pen-
dleton prior to his current position.

Master Chief Petty Officer of the Navy Rick D. West, Master
Chief West is a first-time witness here. And this is a friendly com-
mittee. [Laughter.]

Mr. Young meant it when he said we are here to help. We are
not like some of these committees trying to make points with cam-
eras or reporters. We are here to hear from you, and we do wel-
come you to our subcommittee.

Master Chief West has about 28 years of service in the Navy, en-
tered the Navy straight from high school in 1981. And he is a sub-
mariner. His assignments include service on the staff of the com-
mander, Submarine Force of the U.S. Pacific Fleet, and chief of the
boat aboard the USS Portsmouth.

Most recently, he served as fleet master chief of the U.S. fleet
forces—and I will let Master Chief West introduce him formally,
but I want to note that Force Master Chief Ronney Bright from the
Navy Reserve is also with us. Wright. I am sorry, Wright. He is
a bright Wright. [Laughter.]
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1Thank you for that. Well, welcome. It is good to have you here,
also.

Chief Master Sergeant of the Air Force Rodney J. McKinley.
Chief McKinley is a returning witness, as well.

Chief, welcome. Welcome back to our subcommittee in your
present position since 2006, June 30th. He has served in the Air
Force for 30 years, beginning in 1974 with a 5-year break. He
served as Command Chief Master Sergeant at the wing, Numbered
Air Force, and major command levels and deployed to southwest
Asia in support of OEF and OIF.

Thank you again for all being here. And if you can just be pa-
tient for 1 or 2 more minutes, I would like to just lay out a couple
of ground rules as we have agreed to them for this new Congress
for our subcommittee.

First, I will do everything I can to begin the committee hearings
on time. I respect your schedules. We are not going to have you sit-
ting here for 20 minutes waiting for a 10 o’clock hearing to begin
at 10:30.

For the members present in the room, when I gavel at the begin-
ning of the hearing to open the hearing, I will recognize the mem-
bers for questions in order of seniority, alternating between the
majority and minority.

For those who arrive after the hearing has started, I will recog-
nize those members solely in order of arrival, not in order of senior-
ity. And then the order will continue through all rounds of ques-
tioning.

I will do my best to try to enforce the 5-minute rule on questions
and answers. We will do this out of the hope that in this sub-
committee, unlike the Armed Services Committee, Steve, we will
have opportunities to have multiple rounds of questioning. And
that might work better if we tried to not have our members make
af5ilminute statement and ask 20 questions in the last 15 seconds
of that.

So what I am going to do is I will gavel once when there is a
minute left. I will gavel twice, and I would ask the witnesses to fin-
ish your sentence when I have gaveled follow-up questions for the
members.

With that, we would like by tradition to begin with Sergeant
Major Preston.

STATEMENT OF SERGEANT MAJOR KENNETH O. PRESTON

Sergeant Major PRESTON. Mr. Chairman, thanks very much.

Congressman Wamp, Congressman Young, all the committee
members, thanks very much. It is a great honor to be here and to
testify again before this distinguished committee. I represent all
the men and women of America’s Army.

I will start out by saying that your support this past year and
your continued support today has had a tremendous impact on our
soldiers and our families. On behalf of all them, I want to thank
you for all your work and effort.

I also want to recognize Command Sergeant Major John Gipe,
who is the command sergeant major for the Army National Guard.
He is the senior enlisted adviser for Lieutenant General Vaughn
for the Army National Guard.
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And then Command Sergeant Major Leon Caffie, who is the com-
mand sergeant major for the Army Reserve. He works as the senior
enlisted adviser for Lieutenant General Jack Stultz. These gentle-
men represent 518,000 citizen-soldiers that serve every day.

Today, the Army has more than 245,000 soldiers forward-de-
ployed to 80 countries around the world. We have more than
139,600 soldiers currently deployed in support of Operation Iraqi
Freedom and Operation Enduring Freedom.

General Casey, early in his tenure as our Army chief of staff,
searched for a way to describe the state of the Army. And he uses
the term “out of balance,” not broken or hollow, but the era of per-
sistent global conflict has strained our Army resources, our sol-
diers, our Army families, and our equipment, to a point where we
are consumed by the demands of the current fight.

The Army has four strategic imperatives to restore this balance.
We must Sustain our all-volunteer force, our soldiers, our Army ci-
vilians, and their families. We must Prepare our forces for success
in the current conflict. We must Reset our soldiers and their equip-
ment returning from the deployment. And we must Transform to
meet the demands of the future and provide our soldiers, our Army
civilians, and their families with the predictability and stability
that they need.

With your support, we intend to restore this balance to the
Army. Our recruiting and retention programs are a success. Last
year, we recruited over 169,000 young men and women, all great
soldiers. We re-enlisted 120,000 soldiers to retain in our units. This
past July, we celebrated the 35th anniversary of the all-volunteer
force.

And your support is directly attributed to our success, and it is
greatly appreciated.

We are seeing indicators of stress on the force as we enter the
eighth year of the global war on terror. The Army had an increase
in suicide rates for the fourth consecutive year. There were 128 sui-
cides last year, with 15 additional cases still pending determina-
tion. The total number of suicides is potentially 143. We continue
to look for initiatives to increase resources and enhance our efforts
to identify, intervene and prevent suicidal behavior.

The plan for this year is the implementation of a comprehensive
soldier fitness program. The vision of this program is an Army
whose resilience and total fitness enables soldiers to thrive in an
era of high op-tempo and persistent conflict.

Child care is a top quality of life issue. Our goal is to achieve the
OFC standard of providing 80 percent childcare and 35 percent of
the youth program demand by the end of fiscal year 2009. We cur-
rently can provide about 72,500 childcare spaces in support of our
anticipated need of about 87,500 by fiscal year 2013.

Our residential communities initiative is a successful tool in our
efforts to eliminate inadequate family housing. At the end of this
year, we will complete privatization on 44 of 45 installations, with
over 89,000 homes. By 2011, we will complete privatization of
about 98 percent of our stateside family housing inventory.

Our permanent-party soldier barracks goal is about 170,000 ade-
quate soldier spaces funded by the end of fiscal year 2013. Allowing
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2 years for construction, we will not complete the barracks building
plan until fiscal year 2015 for our permanent-party soldiers.

We have a plan to maintain safe living conditions in our old Ko-
rean War-era barracks until enough new facilities are built to
house our permanent-party soldiers.

Our training barracks goal to support soldiers attending initial
entry and professional development schools across the Army is
115,413 adequate soldier spaces funded by the end of fiscal year
2013. Allowing 2 years for construction, we will not complete the
barracks building plan until fiscal year 2017.

And, of course, when you look at some of our facilities that are
out there, you know, the soldiers attending the Noncommissioned
Officer Academy at Fort Bragg, North Carolina, live in World War
II wooden barracks.

We completed standing up and manning 36 warrior transition
units and nine community-based warrior transition units to sup-
port 12,000 soldiers. These facilities have a singular focus on war-
rior healing and support to families.

We hired 191 of the needed 254 new behavioral health providers
this past year, which adds about 16,000 additional appointments a
month. Shortages of medical providers in military treatment facili-
ties is one of the top five issues identified by soldiers and families
in our most recent Army family action plan conference last week.

I want to thank the committee for the increased focus on our
aging health care facilities over this last year. Our medical facili-
ties are well maintained and operated, but many are more than 50
years old and not configured, nor constructed to provide the range
of treatments available in modern medical facilities.

I am proud that this year we will—2009 as the year of the non-
commissioned officer. During this year, we will accelerate pre-
viously approved strategic noncommissioned officer development
initiatives that enhance training, education, capability, and utiliza-
tion of our noncommissioned officers.

Mr. Chairman, committee members, thank you, and I look for-
ward to your questions.
| [Prepared testimony of Sergeant Major Kenneth O. Preston fol-
ows:]
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STATEMENT BY
KENNETH O. PRESTON
SERGEANT MAJOR OF THE ARMY

Mr. Chairman and committee members, | want to thank you for this
opportunity to sit before you today and represent the 1.1 million men and
women of America’s Army.

Your support in the past year and your continued support today have
had a tremendous impact on our Army’s ability to prevail in the Nation's
war against terrorism. Your support allows us to ensure our Soldiers are
fully prepared for their missions and to support their Family members who
wait patiently for their Soldiers to come home.

First, | would like to introduce the Soldiers seated behind me, the
Command Sergeant Major for the Army National Guard (ARNG),
Command Sergeant Major John Gipe, who serves as the Senior Enlisted
Advisor for LTG Clyde Vaughn; and the Command Sergeant Major for the
Army Reserve, Command Sergeant Major Leon Caffie, who serves as the
Senior Enlisted Advisor for LTG Jack Stultz. They represent more than
543,000 citizen-Soldiers who play a vital role in defending our Nation.
These two men bring a "warrior focus” to their positions to ensure our
Army National Guard and Army Reserve Soldiers are trained and ready to
deploy. They also represent the Army’s 2008 Soldier and NCO of the
Year winners. The Army’s Soldier of the Year is SGT David Obray, from
Fairmont, Minnesota, is a Construction Equipment Repair Specialist
assigned to the 492d Engineer Company, 414" Engineer Command, Army
Reserve. The Army’s NCO of the Year, SSG Michael Noyce — Merino,
from Melrose, Montana, is an Infantryman assigned to Bravo Company, 1%
Battalion, 163 Cavalry Regiment, Montana National Guard. We are all
very proud of these two Soldiers, their accomplishments and the role

models they provide to all 1.1 million Soldiers serving our Nation.
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Since 9/11, we have activated neariy 239,730 Reserve and 342,089
National Guard Soldiers in support of the Global War on Terror. Together
they have been, and are, heavily engaged in both the iraq and
Afghanistan theaters of operation, and supporting Homeland Security with
missions ranging from missile defense, to supporting the US Border
Patrol, and providing disaster relief.

Together with their active duty counterparts, the Guard and Reserve
form a unified and dynamic team that brings unmatched skills enhancing
our capability to fight and win. In fiscal year 2008 (FY08), our Reserve
and National Guard partners provided nearly 95,094 Soldiers to the
Nations defense.

Today, the American Soldier is busier than ever. We currently have
more than 245,000 Soldiers forward deployed to 80 countries around the
world. We have over 136,000 deployed to Kuwait, Irag, Afghanistan and
the Horn of Africa in Brigade Combat Teams (BCTs), multi-functional
brigades, functional brigades and other force enabling units. Additionally,
258,000 Army Civilians are performing critical missions in support of the
Army. More than 4,100 of our Civilians and more than 33,000 U.S.
contractors are forward-deployed, performing vital missions abroad. In
addition, there are 46,056 of our National Guard and 18,418 Reserve
Soldiers mobilized today, serving all around the world and assisting with
Homeland Security. These Soldiers provide the US border patrol with
surveillance capabilities in Operation Jump Start in four states along the
U.S - Mexico border. Soldiers deployed to the Horn of Africa are training
the Djiboutian and other armies, while denying terrorists a sanctuary in
which to run their terrorist camps. Soldiers in Irag and Afghanistan take
the fight to the enemy every day while recruiting, training, and equipping
their armies and police forces to provide a safe and secure environment

for their citizens.
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During the past year, | traveled nearly 300,000 miles to visit, speak,
and listen to Soldiers and their Families all over the world. | have seen
daily the tremendous work and sacrifices of the American Soldier, their
Families and our Army Civilians. The culture of innovation fostered by our
young men and women in lrag and Afghanistan continues to show the
American spirit of ingenuity, even under the most challenging of
environments.

GEN Casey, early in his tenure as our Army Chief of Staff,
searched for a way to describe the state of our Army. He uses the term
“out of balance.” We are not broken or hollow, but this era of persistent
conflict has strained our Army resources; Soldiers, Families, and
equipment, to a point where we are consumed by the demands of the
current conflict. We define persistent conflict as protracted confrontations
among state, non-state, and individual actors that are increasingly willing
to use violence to achieve their political and ideological ends.
Globalization and emerging technologies will further exacerbate rather
than ameliorate the tendency towards persistent conflict. While we have
as a Nation the best military components of landpower in the world
between the Army, the Marine Corps and the Special Operations Forces,
we are not sufficient for victory by ourselves. We must integrate our
capabilities with the efforts of the interagency, our allies, and our
indigenous partners to exploit these collective capabilities across the full
spectrum of operations. This year, we defined in our doctrinal Operations
Manual, FM 3-0, that full spectrum operations are the simultaneous
combination of offensive, defensive, and stability or civil support
operations across the spectrum of conflict to achieve decisive results. We
published FM 7-0, Training for Full Spectrum Operations this past year.
One of the fundamentals in this manual is the elevation of stability
operations to a level and focus consistent with offense and defense

operations.
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The Army has four strategic imperatives to restore balance and
posture ourselves for the 21 century. These four imperatives; Sustain,
Prepare, Reset, and Transform provide Army leaders, the Army staff, and
the enabling and support network outside the Army an understanding of
those needs to restore balance and posture ourselves for the 21 century.
We must Sustain the Army’s Soldiers, Families, and Civilians; continue to
Prepare forces for success in the current conflict; Reset returning units to
rebuild the readiness consumed in operations to prepare for future
deployments and future contingencies; and Transform to meet the
demands of the 21% century. With your support, we intend to restore
balance to the Army, sustain our force and build both capability and

capacity for future challenges.

Sustain

Recognizing the commitment and increasing sacrifices that our
Families are making every day, on April 17, 2008, we launched the Army
Community Covenant. The Army Community Covenant is a partnership
with civic leaders at both local and state levels with our installation
leaders. Local communities and installations signed more than 80
Community Covenants over the past year at all installations around the
world. The Covenant recognizes the commitment Soldiers and their
Families are making every day, and the strength of the Community comes
from the support of Employers, Educators, Civic and Business leaders,
and their Citizens, partnering with our installation leaders to enhance
quality of life.

The Soldier Family Action Plan and Army Family Covenant build on
our investments in Soldiers and Families. The Army Family Covenant
continues to provide Soldiers and Families with a quality of life that is
commensurate with their quality of service they provide to the Nation. The
Army Family Covenant conveys our commitment in seven general areas:

standardizing Family programs; increasing access and quality of health
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care; improving Soldier and Family housing; ensuring excellence in our
schools, youth services, and child care facilities; expanding education and
employment opportunities for Family Members; improving Soldier quality
of life in recreation, travel, and the Better Opportunities for Single Soldiers
program; and improving relationships with local communities and
marketplaces. In FY08, the Army committed $1.4 billion o our existing
Family Programs creating an immediate, positive impact on our Families.

Thirty-six states now provide in-state tuition rates to military Families.
We hired more than 1,000 new Family Readiness Support Assistants to
provide additional support to Family Readiness Groups in deployable units
across the Army. We supported 249 enduring Army National Guard Family
Assistance Centers to assist Soldiers and Families in accessing support
services regardless of their geographic locations.

We created 36 Warrior Transition Units to support more than 11,000
wounded, ill, or injured Soldiers, with a singular focus on warrior healing
and support to their Army Families. We established 9 community-based
health care organizations to help our wounded, ill, and injured Soldiers
focus on their treatment, rehabilitation, and transition. We enhanced care
for mild Traumatic Brain Injury (mTBI) and Post Traumatic Stress Disorder
(PTSD) and conducted a TBI/PTSD chain teaching program for ali
Soldiers and Families. The chain teaching program focused on educating
Soldiers and leaders about the symptoms of TBI/PTSD and to work
towards eliminating the stigma associated with asking for help.

We implemented the Intervene, Act, Motivate (I. A.M. Strong)
Campaign with a goal of eliminating sexual harassment and sexual
assault. In FY08, we committed $1.5 billion for all Family Programs at our
installations. The increase in Family Programs supports our commitment
to the Army Family and Community Covenants to enhance quality of life
programs in support of Soldiers and Families during this era of persistent

conflict.
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Military families routinely move from installation to installaticn both
here in the U.S. and overseas. These frequent moves pose unique
challenges to the Families of school aged children. These challenges
include the transfer of records and credit, course sequencing, graduation
requirements, redundant or missed entrance exams, and kindergarten and
first grade entrance age variations. The average military child averages
two moves during their high school years and can experience six to nine
different school systems in their lives from kindergarten through 12"
grade. The Under Secretary of Defense for Personnel and Readiness, in
cooperation with the Council of State Governments, drafted an interstate
compact that addresses these issues.

The Compact is now active in 11 states. | ask your support and
emphasis for this critical state legislation as it deals directly with our
school-aged children, removes barriers to educational success imposed
on the children of all Military Families, and allows for a more uniformed
treatment of Military children transferring between school districts and
states.

Army Child and Youth Service (CYS) Programs are an immeasurable
force multiplier. CYS is mission essential for our Soldiers and Families in
helping to reduce the conflict between their responsibilities as parents and
their mission as Soldiers. Several factors contribute significantly to the
necessity of child care and youth supervision for our Families. Military
Families are generally younger than the average American family and are
often separated from their own extended family support system. Forty-
eight percent of Soldiers who deploy have children under the age of two.
Soldiers’ duties require child care and youth supervision options up to 10
to 14 hours a day including early mornings, evenings, and weekends.
Remote duty stations and overseas locations often lack adequate care
options, when one spouse deploys we create a geographical single
parent. Last year, Child, Youth and School Services expanded

deployment cycle support by increasing operating hours for Child and
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Youth Service Pregrams and increased respite care from 5 to 16 hours
per child per mouth. Child Development Centers offer more hourly and
respite child care services to help parents and guardians find the time to
address personal needs such as medical appointments or to have a break
from the stress of being a geographical single parent during the
deployment cycle. Families of deployed Soldiers have the opportunity to
access and receive respite child care at no cost. CYS eliminated
registration fees and reduced other program fees to ease the financial
burden of Families. CYS increased support for Warriors in Transition such
as no-cost hourly child care to Families and caregivers during medical
appointments. To help meet the increasing demand for available spaces,
the Army added 72 centers in FY08.

Since Army Child and Youth Programs are critical to the Army’s Al
Volunteer Force, we plan to construct 8 permanent Child Development
Centers in FY09. The Army Chief of Staff directed that Army Child Care
Programs reach an end state of providing 80 percent of the demand by
the end of FYQ9 (from an original target date of FY13). Soldiers
consistently rate these two programs as important to their Family’s quality
of life and heavily weight these programs to their decision to remain with
the Army Team. Army Child and Youth Programs send a clear message
that the Army cares about Families, wants to minimize Soldier and spouse
lost duty time, wants to influence Soldier and spouse decisions to stay
with the Army team, to allow Soldiers and spouses {0 concentrate on their
jobs, and provide positive growth and development opportunities for

children.

Military One-Source continues to be a multi-component approach for
community support and services to meet the diverse needs of Soldiers
and Families. The Army further developed Army One Source (AOS) to
provide Soldiers and their Families the service specific care they require to

sustain themselves. AOS will integrate Family Programs and services for
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all Active, Guard, and Reserve Soldiers, and Families. AOS provides
Soldiers and their Families single portal access for all programs and
services. AOS provides 24-hours a day, 7-days per week toll-free
information, referral telephone line and internet based services. Over the
next year, we will release the eArmy Family Messaging System, a key
component of AOS. The eArmy Family Messaging System is a state of the
art, multi-media tool for deployed commanders to improve communication
with Army Soldiers and Family members at home by mail and Short
Message Service (SMS) text messages. AOS provides 14 baseline
services at the installations’ Army Community Services office, National
Guard Family Assistance Centers and Reserve Readiness Centers. In
FY08, AOS received more than 20 million visitors per month. To date,
there are more than 115,000 registered users Army wide.

Our Installations are the Army home to our American Soldiers. The
quality of life for all our Soldiers and Families is an inseparable element of
our readiness posture. To improve quality of life, we focused our
initiatives and our resources on the areas most important to our Soldiers
and Families.

Forty-five percent of our current force is single. For these Soldiers,
we are in the late stages of our ambitious barracks modernization
program. At the end of FYQ9, 50,769 out of 170,000 (33 percent) of our
barracks will meet a 1+1 or equivalent standard greatly enhancing their
living standards. Experience has shown us that high-quality; safe and
modern barracks significantly increase Soldiers’ morale and quality of life
and supports our retention needs. With our FY09 through FY13
appropriation request, we will reach our target goal of 147,700 Soldiers
living in modernized barracks. We are presently conducting a pilot
program for privatized housing for single Soldiers at five locations. Forts
Irwin, Drum, Bragg, Stewart, and Bliss do not have affordable or available
housing off the installation to support single NCOs and officers who
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receive a housing allowance. These locations are ideal to conduct a pilot
program and test the privatized barracks concept with a private partner.

One of today’s challenges is keeping our training barracks safe while
meeting the needs of our Soldiers in Initial Entry Training (IET) on their
journey to become permanent party Soldiers. Today, there are four Army
Training Centers with IET barracks. In FY08, Army funded $1.37 billion
the Training Barracks Upgrade Program (T-BUP) to improve training
barracks for Active, Guard, and Reserve Soldiers. In FY09, the Army
funded $748.1 million in the SRM and MILCON dollars to construct,
renovate, and modemize our training barracks. At the end of FY09, the
Army will have 50,329 of 121,413 of our training barracks spaces
adequately funded for modernization. Unfortunately, some Soldiers still
reside in WWii-era barracks. We must also consider the permanent
increase to the Army’s end strength over the next several years.

| ask for your continued support in making certain we can complete
our barracks modernization program. This program will ensure all of our
single Soldiers have a living standard we can be proud of.

One of the Army’s key strategies to improve Family housing is the
application and use of privatized housing where practical. The Residential
Communities Initiative (RCI) is providing gquality, modern state of art
housing in communities that our Soldiers and their Families can proudly
call home. RCI became a critical component in our effort to eliminate
inadequate Family housing and has made a significant positive impact in
improving our Soldiers’ and Families’ quality of life. At the end of FY(08,
we privatized 83,080 homes at 38 installations. By the end of FY09, we
project that privatized housing through RCI will include over 89,000 homes
at 45 installations, or 98% of our inventory. Our RC{ program began in
1999, and is on a glide path to successful completion. Following this
year’s privatization schedule, we plan to complete privatization with Fort
Richardson in March 2010. Our housing strategy is working!
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Recruiting and Retention

The Army is a people-centric organization; therefore Soldiers are
the centerpiece of our formations. We cannot fight and win without well-
trained, motivated, and dedicated Soldiers.

In FY08, we recruited 169,859 young men and women across all
three components - Active, Guard and Reserve. The active Army
recruited over 80,000, the National Guard 62,000 and the Reserve over
26,000 Soldiers. This incredible accomplishment, while fighting the Global
War on Terror, is directly attributed to the hard work of our recruiters, the
support of our Army leaders, elected officials, and the support of the
Nation.

With your support, we designed and implemented programs that
assist our recruiting efforts. The Sergeant Major of the Army Recruiting
Team (SMART) program received 54,716 referrals, which resulted in
10,761 new enlisted Soldiers. The Active First Program helps recruit
Soldiers for the active Army via the National Guard.

Under this program, the Guard recruits Soldiers who will commit {o
30, 36, or 48 months’ active duty in service needed military occupational
specialties (MOSs). These Soldiers then continue their service in the Army
National Guard (ARNG). The program applies to new recruits with no prior
military service filling shortage or critical MOSs. Bonuses are paid when a
Soldier reaches his/her first duty station after completing Initial Entry
Training. After active duty, a Soldier has two options: re-enlist in the
active Army or transition back to the ARNG. The Active First Program
began on October 4, 2007, and produced 1,604 enlistments in FY08 and
303 enlistments this year. Early indications reflect we are on track to meet
or exceed our recruiting goals for FY09.

Army retention programs are also a success story as the Army
continues to retain Soldiers at tremendously high levels. Since 2002, our
retention rates remain high and we have met our retention goals each

year since 1998. In 2008, we exceeded our retentions goals in the active

10
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cemponent by 14 percent and 11 percent in the Army Reserve. The
National Guard intentionally finished the year at 93 percent to maintain
their authorized end strength cap. The first 3 months of FY09 have been
the most successful retention period in Army Retention history. Retention
success is directly attributed to our Army leaders throughout our units and
organizations and the command climate they create, coupled with a
satisfaction of job placement and unit missions around the world, and the
quality of life provided for the Soldiers and their Families, as good or better
than they could provide for themselves working in the civilian sector.

We have recently seen deployed units or units currently deployed to
Irag and Afghanistan with reenlistment rates at 110-120% of their yearly
goals. To date, the 4™ Infantry Division completed 96% of their entire
FY09 mission while deployed in Irag already this year. In another
example, 1,215 troops reenlisted in Baghdad on Independence Day this
past year, resulting in the largest reenlistment ceremony since the all-
volunteer force began in 1973. We must continue to retain our best and
most experienced Soldiers to sustain our Army and win the Global War on
Terror. Commanders and Senior Leaders will continue to focus on
retaining our very best Soldiers. We will closely monitor our selective
reenlistment bonus programs and our Critical Skills Retention Bonus
program. We appreciate your continued support to our recruiting and

retention efforts as they allow us to sustain this quality all volunteer force.

Prepare

We must prepare our force by readying Soldiers, units and
equipment {o succeed in the current strategic and operational
environments, especially in Afghanistan and Iraq. We continue to adapt
institutional, collective, and individual training to enable Soldiers to
succeed in combat and prevail against highly adaptive and intelligent
adversaries. Ensuring Soldiers have the best available equipment to

protect themselves and maintain technological advantages over our

11
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adversaries is our focused commitment. We improved training facilities
progressively over the last several years at home station and at our
combat training centers. We increased realism and incorporated
challenging irregular warfare scenarics.

Army Mobile Training Teams can, for some MOS technical courses,
provide training at their home duty station. This initiative, when applicable,
works to provide needed professional development while keeping the
Soldiers home at night with their Families. Our professional development
for Soldiers continues to improve cultural and foreign language skills. We
initiated a Comprehensive Soldier Fitness Program to strengthen the
fitness and resiliency of our Soldiers to include their physical, emotional,
and spiritual health. The strategy will enhance resilience, or the ability to
recover from an adverse event or experience, including combat and life
experience.

We have seen an increase in the suicide rate for the fourth
consecutive year. Over the past two years, we increased our efforts,
enhanced resources and initiatives to mitigate the cause of suicidal
behavior. We will conduct a stand-down within a 30-day window from
February 15 to March 15 to identify Soldiers at risk for suicide. The stand-
down includes training for peer-level recognition of behaviors that may
lead to suicidal behavior, and intervention at the lowest level. A chain
teaching program will follow the stand-down from March 15 to June 15 to
ensure we touch every Soldier and leader in the Active, Guard and
Reserve. The Army’s BATTLEMIND training prepares Soldiers and their
Families for the stressors of deployment and combat while assisting with
the detection of possible mental health issues before and after
deployment. BATTLEMIND training prepares Soldiers and their leaders
for reintegration to home following a combat deployment. We are teaching
life-long skills to Soldiers, Leaders and Families.

“Strong Bonds” is a specialized training program for single Soldiers,

couples, and Families to assist them with their communications to improve

12



23

relationships and build skills that enhance reiationships and strengthen
resiliency. On October 23, 2008, the Army and the National Institute of

Mental Health (NIMH) signed a five year memorandum of agreement to
conduct research to help reduce the suicide rates. It will be the largest

single study on suicide that NIMH has ever undertaken.

Our Soldiers are better equipped today as individuals, teams and
squads than they have been in our 233 history. This past year, we
invested heavily to ensure all Soldiers receive the latest force protection
equipment and high-quality gear. The Rapid Fielding Initiative (RFI)
program accelerates the fielding of commercial, off-the-shelf technologies
to quickly deliver essential equipment to Soldiers before they deploy. RFI
leverages current development programs, lessons learned from
operations in Iraq and Afghanistan, and commercial, off-the-shelf
technology to give Soldiers increased survivability, lethality, and mobility.

To maintain currency and relevance, the RFl list of equipment issued
to Soldiers is updated regularly by the Training and Doctrine Command.
This past year, we added the mountaineering boot to better support
Soldiers operating in the mountains, a moisture wicking sports bra, and
the Army Combat Shirt (ACS) designed for wear under the body armor.

Current individual protective equipment now includes the Improved
Outer Tactical Vest (I0TV) and Enhanced Small Arms Protective Inserts
(ESAPI), and the Fire Resistant Army Combat Uniform, (FR ACU). The
IOTV is more than three pounds lighter than its predecessor, designed in
11 sizes, is designed to fit Soldiers better by utilizing multiple adjustment
points that improve weight distribution, has a mesh lining for better
ventilation, provides and increased area of protection coverage, and
features a quick release handle to allow Soldiers to instantly remove the
vest in emergency situations. 10TV provides improved protection against
multiple small arms. We are currently at 100% in fielding the 10TV and

ESAPI to all Soldiers in all theaters of operations. In September 2008, we
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established a Non-Destructive Test Evaluation (NDTE) Plate Inspection
Facility in Kuwait.

The NDTE is a reception area that provides an X-rays inspection of
all ESAP! when Soldiers return from theater to ensure the integrity of the
plate has not been compromised. This year, we will establish a NDTE
facility in Afghanistan and position five NDTE facilities stateside. The Army
Combat Helmet (ACH) with Pad System provides increased ballistic and
concussive protection. The seven pad suspension system, with four-point
harness, improves the center of balance, provides better comfort,
improves situational awareness, and enables Soldiers to aim and fire
weapons from the prone firing position without interference from the 10TV.

Everyday, Soldiers are patrolling the roads in armored wheeled
vehicles in Baghdad, Bagram, and all points between. The Army
leadership continues to work initiatives to support fielding of Mine
Resistant Ambush Protected (MRAP) vehicles, add-on armor kits to
improve the current fleet of vehicles, aircraft survivability equipment,
electronic countermeasures and combating improvised explosive devices
(IEDs). Currently, we have 11,998 MRAPs in theater and they are saving
Soldier’s lives. In addition, we have over 57,000 armored, light medium
and heavy tactical wheeled vehicles in theater supporting operations.

The Joint iImprovised Explosive Device Defeat Organization
(JIEDDO) has been instrumental in identifying the tactics, techniques, and
procedures, what we call TTPs, of how the enemy employs IEDs and how
we counter that threat. IEDs are the number one terrorist weapon used
worldwide. Our Soldiers are learning the enemy’s TTPs for using IEDs at
our Combat Training Centers around the world before deploying to
combat.

Our training focus and our in theater strategy is focused on defeating
the entire IED system — from individual force protection, to finding the
IEDs before they explode, 1o identifying the network of bomb suppliers and

makers, and the insurgents that emplace the devices. Since 2005, we
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have had increasing success in countering IEDs by attacking their
network, defeating devices, and training our force. Continued support by
Congress will ensure that Soldiers, regardless of component, deploy with
superior equipment and capabilities.

The Rapid Equipping Force (REF) partners with industry, academia,
and military leaders in supporting our Soldiers’ equipping needs. They
provide commercial, off-the-shelf and government, off-the-shelf solutions

to meet commanders’ needs in Theater.

Reset

Eight years of combat operations is taking a toll on our people and
equipment. The pace and tempo of combat operations over a calendar
year in Irag and Afghanistan exceed the planned annual tempo of our
combat ground and aircraft equipment. Resetting this equipment every
couple of years is critical to our Nation’s readiness and requires timely and
adequate funding while we are in a state of persistent conflict with Soldiers
deployed. Our ability to continue our Reset programs will determine our
readiness and versatility for future contingencies. This year, we reset
nearly 125,000 pieces of equipment and intend to sustain this pace for as
long as troop deployment levels remain consistent. The maintenance
activities and capacity of our Army depots increased to their highest levels
in the past 35 years. The Army Material Command has done a magnificent
job resetting all types of equipment with increased speed, quantity, and
quality of material delivered back to the field.

We recognized this past year that we needed standardized reset
process. In FY08, we initiated a six-month reset model program for 13
units: eight Active and five Reserve Component units. These units have
no readiness requirements or Army-directed training for 6 months in Active
duty units and 12 months in Reserve Component units. This 6-month
period allows units to focus on Soldier and Family integration, professional

and personal education, property accountability, and equipment
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maintenance. The reset program increases reintegration time for our

Soldiers and Families.

Transform

For the past five years, we worked to transform our Army from a
division-centric, Cold War-focused Army to a more modular force that is
made up of Brigade Combat Teams (BCTs). In FY08, we completed the
conversion of 46 brigades to a modular structure. We are presently about
84% through the largest organizational change of the Army since WWII.
As we expand the number of units, our deployable force pool increases.
Having a larger pool of deployable units allows us to increase Soldiers’
time at home between deployments, and gives us more predictability for
Soldiers and their Families. This predictability and stability helps sustain
our All Volunteer Force. In conjunction with our modular transformation,
we are rebalancing our units to prepare the Army for full spectrum
operations. We are 60 percent complete in our efforts to rebalance job
skills required to meet the challenges of our new unit modular units and

the 21 century.

Future Combat Systems (FCS) is the cornerstone of Army
modernization. FCS accelerates the delivery of advanced technologies to
Soldiers through a process known as spin-outs. This aggressive fielding
scheduie, coupled with a tailored test and evaluation strategy, ensures
Soldiers receive reliable, proven equipment. As these systems complete
their testing, we field this equipment to the Soldiers on the ground. Several
prototype systems are in use in combat and they are saving lives. We
unveiled the FCS Non-Line-of-Sight Cannon (NLOS-C) on September 23
this past year. The NCOS-C was the first prototype of the common-
chassis manned ground vehicle that will become the basis for future
BCTs.
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In January 2007, Congress authorized a 74,200 increase in the Army
end strength; 65,000 in the Active; 8,200 in the Guard; and 1,000 in the
Reserve, with a manning goal of 2012 for the Active and 2013 for the
Guard and Reserve. In September 2007, the Army accelerated Active and
Guard manning levels to 2010. This brings the end strength to 547,000 in
the Active, 358,200 in the Guard, and 206,000 in the Reserve. We expect

to meet or exceed our accelerated growth objectives in 2009.

The Way Ahead

In closing, | want to stress the amazing work being done by our
Soldiers and Army Civilians around the globe. They represent what is
best of our Nation and work to build lasting relationships wherever they
deploy. We have come to know this generation of heroes as the “Next
Greatest Generation.” Like their predecessors of an earlier global conflict,
the impact of their service will be felt for many years to come. Every
generation has its heroes, and this one is no different.

Throughout this last year, many of you have traveled to Iraq and
Afghanistan and seen the many great things our Soldiers accomplish
every day. You know our young men and women are working to ensure
the security and stability of Nations abroad and ultimately ours.

We announced 2009 as the Year of the NCO. During this year, we
will accelerate previously approved strategic NCO development initiatives
that enhance training, education, capability, and utilization of our NCO
Corps. We will showcase the NCO story for the Army and the American
people to honor the sacrifices and celebrate the contributions of the NCO
Corps, past and present.

Our NCOs lead the way in education, in training, in discipline. They
share their strength of character with every Soldier they lead, every officer
they serve, and every civilian they support.

Thank you again for your continued support of our Soldiers and their

Families. We have made great strides by your commitment to improve
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their quality of life. We still have chalienges but with your help, I am
positive we can continue to take care of our Army family.
| appreciate this opportunity to speak before you today and represent

“America’s Army” and all it stands for. Thank you.
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Mr. EDWARDS. Sergeant Major Preston, thank you very much.
Sergeant Major Kent.

WEDNESDAY, FEBRUARY 4, 2009.

UNITED STATES MARINE CORPS

WITNESS
CARLTON W. KENT, SERGEANT MAJOR OF THE MARINE CORPS

STATEMENT OF SERGEANT MAJOR CARLTON W. KENT

Sergeant Major KENT. Thank you, Chairman Edwards, Ranking
Member Wamp, and all of the subcommittee members for an oppor-
tunity to testify on all important issues that are affecting our Ma-
rines and their families today.

The well-being of Marines and families is the most important pri-
ority for our corps. Your Marines are serving at every U.S. embassy
throughout the world. They are engaged on several fronts. They are
serving aboard the U.S. ships with our brothers and sisters in the
Navy, and they are waiting on the call to go in harm’s way.

Marines are very proud to serve their country and their Corps.
I am pleased to report that the Marine Corps is making positive
changes for Marines and their families that will benefit them for
generations to come.

We are making strides—quality of life of our families. We like to
thank you all, you know, for what you have done for our BEQs, for
our housing, and, I mean, across the whole spectrum. And we see
that in our Corps.

As a matter of fact, I have a quick story that I told Congressman
Edwards yesterday. I was standing talking to a young corporal on
a visit recently. And I said, “Are you planning on staying in the
Marine Corps?” The young corporal was getting ready to answer it.
Then his wife jumped right in. She said, “Yes, he is staying in the
Marine Corps, because I like the housing, I like the commissary,
I like childcare, I like everything that comes with the Corps.”

So it is the families just keeping these Marines around. So thank
you very much, you know, for what you do for our Corps. And,
again, I am available to answer any questions.

[Prepared statement of Sergeant Major Carlton W. Kent follows:]
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Sgt. Maj. Kent completed recruit training at Marine Corps Recruit Depot, Parris Island, S.C., in
March 1976 and was assigned to the 1st Marine Brigade. In May 1978, Sgt. Maj. Kent was
transferred to Marine Security Guard Battalion where he served as a Marine Security Guard. He
served at American Embassy, Kinshasa, Zaire and Panama. In June 1981, Sgt. Maj. Kent
transferred to Fort Benning for Airborne School and Parachute Riggers School at Fort Lee, Va.
In June of 1982 he was assigned as 2nd Air Delivery Platoon Commander, and parachute rigger
billets in varions commands aboard Camp Lejeune, N.C.

In February 1983, Sgt. Maj. Kent was transferred to Marine Corps Recruit Depot, San Diego,
Calif., for duty as a drill instructor, senior drill instructor and battalion drill master with First
Battalion. In January 1985, he was meritoriously promoted to Gunnery Sergeant.

In May 1985, Sgt. Maj. Kent transferred to 3rd Air Delivery Platoon as Platoon Sergeant. In June
1986 he transferred to Engineer Company, BS8G-1 1st Marine Brigade, Hawaii, as Company
Gunpery Sergeant. In March 1988, Sgt. Maj. Kent was assigned to Noncommissioned Officers
School, st Marine Brigade as the NCOIC.

In Febroary 1989, Sgt. Maj. Kent transferred to Marine Corps Recruit Depot, Parris Island, S.C.,
as a student at Drill Instructor School. After completion of Drill Instructor School, Sgt. Maj.
Kent was assigned to Naval Aviation Officers Candidate School in Pensacola, Fla., as a Drill
Instructor, Chief Drill Instructor, and First Sergeant. In February 1990, Sgt. Maj. Kent was
promoted to First Sergeant and assigned as First Sergeant, MATSG, Pensacola, Fla.

In June 1992, he transferred to 4th Marine Regiment for duty. In June 1993, he transferred to the
Army Sergeants Major Academy, Fort Bliss, Texas. After graduation, in February 1994 he was
transferred and assigned as First Sergeant, Battery L, 3rd Battalion, 12th Marine Regiment. In
December 1994, he assumed the duties as Sergeant Major, 3rd Battalion, 12th Marine Regiment.
In August 1997, Sgt. Maj. Kent was transferred to the Marine Corps Recruit Depot, San Diego,
Calif., where he was assigned duties as Sergeant Major 2nd Recruit Training Battalion and in
September 1999 as Sergeant Major Recruit Training Regiment.

In May 2001, he was transferred to Marine Forces Europe/FMFE Europe, Stuttgart, Germany,
where he was assigned the duties as the Sergeant Major of Marine Forces Europe. In Apsil 2004,
he was transferred to I Marine Expeditionary Force, Camp Pendleton, Calif., to serve as the
Sergeant Major of the T Marine Expeditionary Force. Sgt. Maj. Kent assumed his current post as
the 16th Sergeant Major of the Marine Corps on 25 April 2007,
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Mr. Chairman, Congressman Wamp, and Distinguished Members of the
Subcommittee, thank you for this opportunity to proudly report on the state of your
Marine Corps and the well-being of our Marines and their families. To echo the
Commandant, our most sacred resource remains the individual Marine, and as we fulfill
the assigned missions, we must always keep their well-being in the forefront. Our
success as an institution during the Long War is inextricably linked to enabling the
readiness of our Marines and their families through our investments in Quality of Life
programs. Marines and their families know that their sacrifices are making a difference,
that they are part of something much larger than themselves, and that their Nation stands
behind them. We are grateful for the undying support of the Congress and American
people to address these needs.

As of I December, there are over 25,000 Marines forward deployed in support of
Operation IRAQI FREEDOM (OIF) and Operation ENDURING FREEDOM (OEF). The
vast majority of these Marines are in Irag; however, we are in the process of drawing
down those numbers while increasing the number of Marines in Afghanistan. Nearly
2,600 Marines are deployed to various regions throughout Afghanistan — either as part
of Special Purpose Marine Air Ground Task Force (SPMAGTF) — Afghanistan or as
members of Embedded Training Teams or Individual Augments. Just over 2,800
Marines are engaged in other OEF missions outside Afghanistan.

We also remain very conscious of the need for deployed forces elsewhere. Today,
there are roughly 4,900 Marines deployed in the U.S. Pacific Command's Area of
Responsibility, including 13™ Marine Expeditionary Unit (MEU), 31" MEU, and a 65-
man detachment in the Philippines. More than 300 Marines are deployed in support of
Combined Joint Task Force — Horn of Africa in Djibouti. We expect to meet over 140

requests to conduct Theater Security Cooperation activities in this fiscal year.

Grow the Force

The Marine Corps grew by over 12,000 Marines in Fiscal Year 2008 and is on
pace to reach an active duty end strength of 202,000 by the end of Fiscal Year 2009 - two
years ahead of schedule. This historic growth can be atiributed to three factors: quality

recruiting, record retention levels, and reduced attrition. We are currently ahead of Fiscal
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Year 2008 in first term enlistments and are on track with our career reenlistments; our
recruiting standards remain high, as nearly 98% of our new recruits in the first quarter of
Fiscal Year 2009 are high school graduates. We established the most aggressive retention
goals in our history, and our achievement was exceptional. More than 1 in 3 first-term
Marines and more than 3 in 4 careerists chose to reenlist in Fiscal Year 2008. Attrition

levels are projected to remain at or below Fiscal Year 2008 rates.

Transitioning Marine and Family Support Programs

Today's Marines and families carry on the long legacy of selfless service to our
Nation, and the Marine Corps continues its commitment to care for our Marines and their
families. Over the past year, the Marine Corps initiated a multi-year strategy to transition
family support programs to a wartime footing. To achieve this, we conducted a series of
assessments for the purpose of documenting service levels and evaluating the current
state and efficiency of Corps-wide Marine and family support programs and services.
We heard the concerns of our Marines and their families, and implemented key reforms
at every level of command and aboard each installation. Central to our transformation
efforts, we have expanded the depth and breadth of our family readiness training
programs and established full-time Family Readiness Officer billets in more than 400
units, who serve as the focal point for the families of our deployed Marines.

As we continue implementing this transition, every program must contribute to
the success of the Marine Corps; we can measure the effectiveness of programs through
outcomes such as increased recruiting and retention, and evidence such as measurements
of satisfaction in our Quality of Life Survey.

The Marine Corps Family Team Building Program (MCFTB) provides a strong
support arm to Unit Family Readiness and provides high quality training that supports the
lifecycle of the Marine and family through mission, career and life events. We have
expanded and enhanced pre, during, and post-deployment training to address the
increased demands and potential impact of multiple, sustained deployments on Marines
and their families. We have developed an inventory of Lifeskills training courses that
specifically address challenges of military life, but also personal and family life.

Acknowledging the role extended family members play in fostering personal and family

(XY



34

readiness, we have expanded our family readiness support to include parents of single
Marines, Finally, our MCFTB staff provides Unit Command Teams training on the roles,
responsibilities and supporting tools that are available to foster personal and family
readiness.

We have completed assessments at our remote and isolated commands and
initiated substantial improvements to infrastructure and quality of life programming. We
have also solidified support to families through the establishment of a School Liaison
capability and enhancements to our Exceptional Family Member Program, which I will
discuss in more detail.

We learned that effective communications with family members is of paramount
importance, and for our families with deployed Marines, a critical quality of life
requirement. We have addressed this issue in a number of ways. To enhance our morale
and recreation capability on installations, as well as to better connect Marines and their
families, the Marine Corps is installing wireless networks and access points at over 230
facilities across the Marine Corps. Full implementation is anticipated by August 2009.
We are also testing a Morale-Portable Satellite Communication Suite (M-PSC) that
provides an internet and web-cam capability to Forward Operating Bases (FOBs) in

PRT)

Afghanistan where traditional “Internet Cafés” are unavailable. This not only provides
Marines with an opportunity to connect to families, but also provides a recreation outlet
at these austere and remote locations. Two systems were delivered to our forces in
Afghanistan in December 2008, and initial capability tests under these austere, combat
conditions in the FOBs have been extremely positive

These initiatives and others not only demonstrate the commitment of the Marine
Corps to our Marines and their families, but also underscore the significance of Marine
and family support to mission readiness. We have advanced the implementation of these
initiatives through the use of much appreciated supplemental funding in Fiscal Year’s

2008 and 2009. Beginning in FY10, the Marine Corps intends to sustain funding for

these critical program enhancements in our baseline budget, not through supplementals.

Exceptional Family Member Program
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Last year, we reported on our mission to establish a continuum of care for our
Exceptional Family Members. Recommendations from a rigorous internal functionality
assessment have been implemented and we are actively belping nearly 6,200 families
gain access to medical, educational, and financial services that may be limited or
restricted at certain duty stations. The program is now fully staffed at both the installation
and headquarters level. A new Case Management System is on-line and allows the
exchange of necessary information and provides a robust reporting capability to the
Program Managers. A Respite Care Program funded by the Marine Corps provides up to
40 hours of care per month to all enrolled families, and can be used in conjunction with
the TRICARE Extended Care Health Option (ECHO) benefit. We are obtaining the help
of the Bureau of Medicine and Surgery and TRICARE to resolve access and availability
to health care concerns at several bases, and legal counsel is now on staff to advise our
exceptional family members on state and Federal entitlements and processes. Since
expansion of the program, our EFMP families have frequently extended their
appreciation for the support provided by our Case Managers, who have helped them
navigate the paths and nodes to obtain services.

Gaining access to services can be most challenging to families who have members
diagnosed with Autism Spectrum Disorder. We sincerely appreciate the increased
reimbursement rate for Applied Behavioral Analysis therapy that Congress approved for
Fiscal Year 2009. More families will now be able to exercise their option to use the
TRICARE Extended Care Health Option program. However, the highly specialized
services these families require are not always available. We are additionally evaluating
how the Marine Corps can partner with other organizations to increase the availability of

these specialized services in geographic areas where resources are currently lacking.

School Liaison Program.

The education of over 52,000 school-age children of Marine parents directly
contributes to the overall state of family readiness within our Corps. We recognize that
our children, who are often as mobile as their military parents, face additional challenges
associated with frequent moves between schools and educational systems of differing

quality and standards. To address these challenges, we established School Liaison billets
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at each of the installations to help parents and commanders interact with local schools
and districts. The School Liaisons advocate for our school age children, and form
partnerships with schools and other agencies, in an effort to improve access and
availability to quality education and mitigate education transition issues. School Liaisons
are actively involved in efforts to assist school districts in applying for available
competitive and noncompetitive grants focusing on issues arising with military school
age children. Complimenting these efforts, the Marine Corps is working with the
Department of Defense to develop an “Interstate Compact on Educational Opportunity
for Military Children” with states to enable reciprocal acceptance of entrance, subject,

testing, and graduation requirements.

Child Development Program and Meeting Potential Need

To ensure Children, Youth and Teen Programs continue to transition to meet the
needs of our families, a Functionality Assessment was conducted in June 2008 to identify
program improvements, such as the development of staffing models to improve service
delivery, as well as recommendations to explore and re-define services to meet the unique
and changing needs of Marines and their families living both on and off our installations.
In addition, the Marine Corps has expanded partnerships to provide long and short-term
support for geographically dispersed Marines. We are now providing 16 hours of
reimbursed respite care per month for families with a deployed Marine. We are using
multiple strategies to increase our care capacity, including expanded hours to address
increased operational tempo, as well as through partnerships with Resource and Referral
agencies, off-base family child care, and Child Development Home spaces. We are
currently providing 11,757 child care spaces and meeting 63.6% of the calculated total
need. It is important to note that the Marine Corps has initiated rigorous data collection
and analysis improvements. As a result, it will be necessary to correct the 2007 annual
summary due to identified reporting errors. Our reported rate of 71% of calculated total
need last year is more accurately stated as 59.1%. We are not satisfied with our progress
to date, and have plans for 10 Child Development Center Military Construction projects.
Two have been approved in 2008, and one has been approved in 2009. These approved

projects will provide an additional 915 spaces. We also are considering additional
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modular Child Development Centers, subject to more detailed planning and availability
of funds. Continued Congressional support will help us provide these needed facilities
As the needs of our families change, our program is committed to grow and adapt to meet

these developments.

Combat Operational Stress Control (COSC)

Marine Corps commanders are fully engaged in promoting the psychological
health of our Marines, Sailors, and family members. To enable leaders, individuals, and
families to prepare for and manage the stress of operational deployment cycles, the
Combat and Operational Stress Control Program encompasses a set of policies, training,
and tools to recognize stress reactions early and manage them more effectively within
operational units. Marine leaders are trained by mental health professionals, with
assistance from chaplains in the operating forces, to detect stress problems in warfighters
as carly as possible, and are provided the resources to effectively manage these stress
problems in theater or at home base. This training is also being incorporated in formal
Professional Military Education schools for both officers and senior non-commissioned
officers, such as the Expeditionary Warfare School and the Staff Non-commissioned
Officer Advanced Course. Additionally, through enhanced training tools such as hyper-
realistic combat training in environments engineered to simulate the sights, sounds, and
smells of combat, Marines and Sailors are taught to be tough and resilient. We have
staffed full-time COSC training coordinator positions at each of our Marine
Expeditionary Force headquarters. To assist with prevention, rapid identification, and
effective treatment of combat operational stress, we are expanding our program of
embedding mental health professionals in operational units — the Operational Stress
Control and Readiness (OSCAR) Program — to directly support ail active and reserve
ground combat elements and eventually all deployed elements of the Marine Air-Ground
Task Force. This year we begin to formalize the OSCAR program by making mental
health professionals organic to the Divisions and Marine Forces Reserve. By FY11, full

OSCAR teams will be fielded to the Infantry Regiment level.

Post Traumatic Stress Disorder (PTSD)
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The science of diagnosing and treating Post-Traumatic Stress Disorder continues
to evolve. Research studies are underway to identify risk and protective factors to prevent
Post-Traumatic Stress Disorder (PTSD) and other stress-related illnesses such as anxiety
disorder or depression. Better screening and referral of at-risk Marines is underway via
the OSCAR program and standardized pre- and post-deployment health assessments.
This will improve access to care and reduce stigma associated with PTSD. The
Departments of Veterans Affairs and Defense have collaboratively established
comprehensive guidelines for managing post-traumatic stress, which are available to all

services.

Traumatic Brain Injury (TBD)

We continue to see TBI as a significant challenge, one we are meeting in
coordination with the Department of Defense and Veteran's Brain Injury Center (DVBIC).
Many new cases represent older injuries that are just now being diagnosed and our
expectation is that, with the institution of the Automated Neuropsychological Assessment
Metrics (ANAM) for all Marines, we will discover mild Traumatic Brain Injuries more
promptly post-deployment.

While the Marine Corps is providing leadership and resources to deal with this
problem, we cannot solve all the issues on our own. The Marine Corps continues to work
closely with the newly established Defense Center of Excellence for Psychological
Health and Traumatic Brain Injury to advance our understanding of PTSD and TBI, and
to improve the care of all Marines. We are gratified by your continued support in this
arena through funding of several research initiatives that explore ways to better treat our

injured Marines.

Suicide Prevention

The loss of any Marine is a tragedy both for the family and for our Corps. We are
actively engaged in prevention and early identification of problems that may increase the
risk of suicide. Leaders at all levels are concerned about the increase in the number of
suicides, up from 25 in 2006, 33 in 2007, to 41 confirmed or presumed incidents in 2008.

Understanding that there is no single suicide prevention solution, we are committed to
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having an effect on the individual Marine through leadership and proactive command
involvement at all levels.

In November, the Marine Corps Executive Safety Board, chaired by the Assistant
Commandant of the Marine Corps, reviewed the suicide awareness and prevention
program and directed the development of a high-impact leadership training program,
targeted at non-commissioned officers, to provide them tools to identify and assist
Marines at-risk for suicide

The Marine Corps will continue to aggressively pursue suicide prevention
initiatives, to include reevaluating existing programs designed to reduce the stressors
most correlated with suicidal behavior, developing and distributing new prevention

programs, and refreshing and expanding training materials.

Personal Financial Management
In difficult economic times, our Marines and their families face challenges that

are no different than the American population in general, such as taking on too much debt,
expenses of a new child and increased housing costs. Our Marines also confront
challenges because of their service: unexpected or short notice deployments and extended
separations which can compound existing financial difficulties. During the July
timeframe, we conducted a Financial Quick Poll to help determine the level of financial
stress on active duty Marines and their families as a result of the downturn in the
economy. Of the over 9,000 Active Duty Marines that responded to the survey, 15% of
enlisted Marines and 5% of officers classified themselves as being in financial distress.
Respondents reported that the most frequent financial problems experienced within the
past year were increases in utility, rent and insurance costs, and taking on excessive debt.
In order to address the payday lender problem, we worked with the Navy-Marine Corps
Relief Society to establish a quick assist loan program that offers a $300 interest free loan
for emergency basic living expense needs. We also conducted a functionality assessment
of our Personal and Financial Management Program in October 2008, and found
deficiencies and opportunities for improvement. Anticipating that economic impacts may
have become more pronounced, we will continue to monitor the Corps’ financial health

and the success of our efforts to improve the program with another survey in 2009,
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Wounded Warrior Regiment.

Our Nation has a reasonable expectation that Marines will receive the care and
support they need and deserve, whether this support is provided by the Marine Corps, the
Department of Veterans Affairs, Veterans Service Organizations, or the many local and state
governmental and non-governmental agencies.

Taking care of Marines has always been a command responsibility where
personal relationships matter, not merely a process or a program in which our wounded,
ill, and injured Marines are simply enrolled. The Wounded Warrior Regiment is focused
on all aspects of non-medical care management for each Marine and Sailor throughout
the recovery process. It starts with our Patient Affairs Teams (PATs) assisting with
Invitational Travel Orders for the family to travel to the bedside of their wounded, ill, or
injured Marine. It includes direct support in the form of lodging, transportation, and
incidental needs to that family while they are at their Marine’s bedside. It continues with
assistance in pay and entitlements, filing life insurance benefits, navigation of the
Medical and Physical Evaluation Boards, facilitating the donations of benevolent
organizations, mentoring, and employment counseling and placement.

The highly effective “Sergeant Merlin German Wounded Warrior Call Center,”
established in December 2007, is available 24/7 for Marines and Marine Veterans, and -
enables the Marine Corps to reach out to the 9,000 Marines who have separated from
active duty since 2001 with wounds or injuries sustained in the Long War. In its first
year, our Call Center contacted about 80 % of these Marine Veterans and handled more
than 35,000 calls, helping wounded, ill, and injured Marines. Our trained staff is
primarily former and retired Marines or family members of Marines, who share a
common bond with those they serve. The Call Center also gives the Marine Corps the
capability and flexibility to make outreach calls targeting specific populations at higher
risk for problems or requiring specific information. We are using this capability to advise
wounded, ill, and injured Marines of the enhanced benefits and application procedures for
the new Servicemembers’ Traumatic Group Life Insurance policy. Our commitment to

gaining and maintaining contact with all our wounded, ill, and injured Marines, including
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those that have returned to full duty, has prompted us to increase our capability by adding
Call Centers at Camp Lejeune, NC and Camp Pendleton, CA.

The Marine Corps appreciates the Subcommittee’s attention to the critical needs
facing both Veterans and Service members returning from OIF and OEF. The Marine Corps’
Wounded Warrior Regiment has made great strides in achieving a more thorough integration
of our military, civilian, charitable, and Veterans Affairs programs to better meet the needs of
our Marines, especially those that are injured, and our families. We are particularly dedicated
to ensuring our Marines not only survive, but that they thrive — whether they return to duty or
reintegrate to their communities. The network of support provided by the Wounded Warrior
Regiment will continue to the Marine’s hometown via our District Injured Support Cells.
Manned by active duty Marines, these cells are established throughout the country to conduct
face-to-face visits and telephone outreach to reserve and veteran, wounded, ill, and injured

Marines.

Infrastructure

The Marine Corps continues to strive for a prolonged commitment to facilities
and infrastructure that support operations and quality of life. The Fiscal Year 2009
program provided by Congress funded an unprecedented $3.2 billion for construction and
infrastructure support. This funding, including over $230 million in the 2008 GWOT
Supplemental, provided critical Military Construction and Facilities support for our
active and reserve forces.

For many years, we funded only our most critical facility needs. As a result, our
installations are in a poor position to properly house and operate with the additional
forces required to meet our planned end strength increase. In Fiscal Years 2007, 2008,
and 2009, the Marine Corps received over $4.2 billion in new construction and planning
and design alone. With this funding we accelerated non-unit specific facilities which
benefit all those aboard the installation -- such as bachelor quarters, recruit quarters,
family housing, ranges, operational facilities, and landfills. Because our manpower
expansion is already well underway, we are in the process of completing temporary
facility solutions that began in Fiscal Year 2007. The generous assistance from Congress

has provided critical support that allows our installations to prepare to support our Grow

10
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the Force plan and puts the Marine Corps on the right path to complete the remaining
requirements on time.

The Marine Corps’ has four major funding areas where recapitalization and
modernization initiatives in infrastructure and facilities are programmed: Bachelor and
Family Housing; Facility Sustainment, Restoration and Modernization; Military
Construction; and Military Construction, Navy Reserve.

Bachelor Housing. Bachelor housing is the Commandant’s top Military
Construction priority. The Marine Corps currently maintains 89,925 bachelor enlisted
housing spaces worldwide. In Fiscal Year 2009, Congress provided almost $1.2 billion
to support this program and we are working towards constructing over 12,000 new
barracks spaces. This investment will provide much needed support toward meeting the
additional future requirements brought on by our Grow the Force plan and our effort to
have all single Marines adequately housed.

Barracks are a critical element in supporting our warfighters. The Bachelor
Enlisted Quarters initiative focuses on our enlisted troops and their quality of life within
our barracks. The Marine Corps is the youngest, most junior, and least married of the
four military Services. Providing appropriate and comfortable living spaces that
positively impact the morale and development of these young men and women just
makes sense. We are also committed to funding whole room barracks furnishings on a
seven-year replacement cycle and prioritizing barracks repair projects to preempt a
backlog of repairs.

The Marine Corps’ goatl is to provide a 2+0 room standard that allows two junior
enlisted Marines (E1-E3) to share a room and bath. We believe that assigning two junior
Marines to a room is the correct balance between the privacy desired by the Marines and
the Marine Corps’ goals of providing companionship, camaraderie, and unit cohesion.
This balance provides the atmosphere we believe is necessary to motivate, train and
develop Marines, while fostering unit integrity. Noncommissioned officers (E4 and ES)
are provided a private room with bath in a 240 room. With your continued support, the
Marine Corps is on track to obtain our goal to achieve the 2+0 standard for all of our
Marines by 2014.
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Family Housing. With over 190,000 family members, Marine Corps families are
an integral component of readiness. We must always remember that Marines and their
families serve out of a sense of duty and loyalty to our country and as they do so, they
face the difficulties of the military lifestyle -- frequent relocations often far from
extended family and frequent deployments that separate families for months at a time.
We have a responsibility to provide adequate family housing to our families.

We continue to increase both the quantity and quality of our family housing
inventory through public private ventures (PPVs) and military construction where
necessary. In addition to PPV initiatives for family housing, continued support for full
funding of the Basic Allowance for Housing (BAH) allows more families to access
quality affordable housing in the local community. This is important since more than
two-thirds of service members do not live on a military installation. However, many
families continue to prefer to live in military or PPV housing for a number of reasons,
including economics, safety, schools, and community support. PPV, combined with
traditional military construction, will continue to build and improve the homes necessary
to supplement local community housing.

We have nearly 23,000 owned, leased, or PPV family housing units worldwide.
Thanks to your sapport, new military housing came on-line last year at Marine Corps
Logistics Base Barstow, California and we commenced our first in a series planned
renovations of our housing in Iwakuni, Japan. In 2001 the Marine Corps had close to
17,700 inadequate housing units, with the majority of those units requiring significant
revitalization or replacement. Based on contracts in place by the end of Fiscal Year 2007,
the Marine Corps will have successfully met the Department of Defense goal to eliminate
inadequate housing by 2007 and will complete the build-out by 2014.

The funding provided by Congress in Fiscal Year 2009 provided almost $300
million for public private venture (PPV) seed money, operations, maintenance,
sustainment and restoration for family housing. This request included $251 million for
PPV seed money, $9 million for traditional military construction and $37 million for
family housing operations. Your support for this request allowed us to continue to
address the requirement for additional family housing resulting from Grow the Force

increases and sustaining and modernizing our remaining government-owned housing.
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This PPV seed money will permit construction of almost 400 deficit-reduction
units and a DoD Dependent school at Marine Corps Base Camp Lejeune, North Carolina,
construction or purchase of approximately 950 units at Marine Corps Base Camp
Pendleton and Marine Corps Air Ground Combat Center in California, and over 500 units
at Marine Corps Base Hawaii. This PPV program continues to allow the Marine Corps to
leverage private sector funds. In addition to government financing, the private sector
contributes development capital for PPV projects in Fiscal Year 2009. We will use
traditional military construction to sustain and restore townhouse units for enlisted
Marines at Marine Corps Air Station Iwakuni, Japan.

Public Private Ventures. We have privatized ninety-six percent of our world-wide

inventories to date and continue to see success from our PPV projects across Marine
Corps installations in Arizona, California, Georgia, Hawaii, Massachusetts, Missouri,
New York, North and South Carolina, and Virginia. PPVs have not only improved the
homes in which our families live, they are also providing community support facilities
such as community centers, playgrounds and greenscapes that help create neighborhoods
and a sense of community.

With nearly our entire domestic inventory privatized, we will continue to build on
our prior successes and use PPVs to help us address most of our remaining housing
requirement.

Overseas we are engaged with the Government of Japan in developing a Special
Purpose Entity (SPE) for Family Housing on Guam. Similar in concept to our domestic
PPVs, this SPE will supply the housing for the families of Marines relocating to the
Guam from Okinawa, Japan.

Facility Sustainment, Restoration, and Modernization. Facility sustainment

funding is critical to keeping our buildings ready to support the mission and provide an
acceptable quality of life. In the past, our infrastructure could not be replaced at an
appropriate rate, causing portions of it to deteriorate. As a consequence, the Marine
Corps has had to use an increasing percentage of its facility sustainment funds to bind
together old, inadeguate buildings throughout the course of their service life, rather than
maintaining newer, more economical structures resulting in significant numbers of

facility sustainment projects being deferred due to a lack of funds. This directly impacted
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the living and working conditions in barracks, mess halls, and other facilities, in highly
visible and negative ways. In addition, we suffered a "quiet crisis” with respect to less
obvious repairs to steam plants, airfields, sewer lines, and roads. These requirements are
no longer being ignored.

A few years ago, the Office of the Secretary of Defense (OSD) developed a model
to determine the amount of funding we need to sustain our facilities. This model
continues to be refined and strengthened. Since inception of the model, and because of
the funding standards put in place by OSD, we have done very well in programming and
execution of sustainment. In fact, in Fiscal years 2006, 2007, and 2008 our sustainment
rate is over 100%. In 2009, our sustainment rate drops to 90%. However, thanks to
Congressional support of Restoration and Modernization to repair our facilities in order
to support additional Marines arriving as a result of Grow the Force living and working
conditions will improve for all our Marines.

Military Construction. For the third year in a row, the Fiscal Year 2009 funding

provided by Congress represented a significant increase from historical funding levels.
In 2009 over $2 billion in funding will provide facilities that address long-standing
requirements at our bases and stations and support the increased end strength across the
Marine Corps. It is always a pleasure to visit our installations and hear young Marines
talk about the work they perform in these new facilities.

Over $1.3 billion in our 2009 Military Construction program will support our
Grow the Force plan. The remaining $700 million in Fiscal Year 2009 provides for
longstanding improvements required at our installations and for planning support for the
Defense Policy Review Initiative recommendation to move approximately 8,000 Marines
from Japan to Guam. The addition of a recruit barracks at San Diego Recruit Depot and a
lifelong learning center at 29 Palms will enhance the guality of life of our enlisted
Marines.

Your generous support in the 2008 GWOT supplemental provided additional
recruit barracks at Parris Island Recruit Depot and a child development center at Camp
Lejeune. These projects will allow us to increase our throughput and provide family

support for our Marines.
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Marine Corps Exclusive, Military Construction, Navy Reserve. The Marine

Forces Reserve is an integral and vital portion of our Marine Corps total force. Marine
Forces Reserve is comprised of almost 39,600 Select Marine Corps Reserve personnel at
185 sites, dispersed throughout 48 states, Washington D.C., and Puerto Rico. As these
numbers suggest, maintenance of adequate Marine Corps Reserve facilities presents a
considerable challenge. The Military Construction, Navy Reserve program for exclusive
Marine Corps construction must effectively target limited funding to address at least $140
million in deferred construction projects. Over 57 percent of the reserve centers our
Marines train in are more than 30 years old and of these, 44 percent are more than 50
years old.

The equipment our Marines use today is bigger, heavier, wider, and longer,
creating support requirements that these antiquated facilities cannot meet. The electrical
demand on our facilities because of modern equipment has increased significantly.
Appropriately constructed or modified maintenance facilities, as well as adequate
electrical power and other support infrastructure upgrades, are necessary to maintain
combat readiness. We still continue to use facilities built to accommodate manual
typewriters, M151 jeeps, and M-48 tanks.

To help us address these challenges, the Fiscal Year 2009 budget approved by
Congress for Military Construction, Navy Reserve contained almost $23 million in
appropriations for construction in planning and design. This program addresses two
pressing requirements and will provide a new Reserve Training Center and a vehicle

maintenance facility in Fresno, California; and a Reserve Training Center in Windy Hill,

Georgia.

Obtaining Quality of Life Feedback

The Commandant and I travel extensively to meet with our Marines and their

families wherever they may be, to hear their concerns. The Commandant regularly
conducts town hall meetings at our instaliations, which provide the opportunity to address
not only individual concerns and issues, but also helps program managers identify
systemic issues. In late 2007, the Marine Corps conducted its fourth Quality of Life in the

Marine Corps Study (prior studies were conducted in 1993, 1998, 2002). This is the first
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study conducted since the start of OIF/OEF, and it measured Marines and their spouses’
perceptions and satisfaction with the quality of life across a wide range of issues. As a
statement of the morale and character of today’s Marine, this most recent study found
that despite the Global War on Terror and the high operational tempo, Marines and
family members are generally satisfied with their mission and the support provided by the
Marine Corps. In fact, the most critical findings from the study were that Marines with a
deployment history in support of GWOT actually have a slightly higher overall QOL
score than their counterparts without a deployment history. We will continue to evaluate
the findings from this important study in an effort to sustain the many QOL

improvements and transformation efforts outlined in my statement.

Conclusion

On behalf of all Marines and their families, I thank you for your continued
support to address the critical warfighting, infrastructure and family readiness
requirements of the Marine Corps. During this period of a Long War and continued
sacrifices by all those who serve our Nation so proudly, nothing is more important to the
Commandant and me than maintaining the well-being of our Marines and their families.
With the continued support of the Congress, I am confident we will succeed in that

endeavor.

16
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Mr. EDWARDS. Great. Thank you very much, Sergeant Major.
Master Chief West.

WEDNESDAY, FEBRUARY 4, 2009.

UNITED STATES NAVY

WITNESS
RICK D. WEST, MASTER CHIEF PETTY OFFICER OF THE NAVY

STATEMENT OF MASTER CHIEF PETTY OFFICER RICcK D. WEST

Master Chief WEST. Yes, sir. Thank you very much.

Mr. Chairman, Congressman Wamp, distinguished members of
the subcommittee, thank you for the opportunity to appear before
you and represent our Sailors and their families in this forum.

On December 12th, the day I took the job, I told our young men
and women that nothing would be more important to me than pro-
viding them the avenues to succeed as Sailors and as Americans.
I view this time with you as an unparalleled opportunity to speak
on behalf and uphold the promise that I made to them.

Joining me today is Force Master Chief Ronney Wright, who rep-
resents our Reserve Force, the finest group of citizen-sailors that
this nation has ever seen.

Force Wright and I believe that three traditional pillars are crit-
ical to the success of our service: Strong decisive leadership, con-
sistent and clear communications up, down and across the chain of
command, and education to our fleet and their families regarding
the quality of life and family support programs that are available
to them.

Consistent support from Congress and a continued emphasis on
these pillars will ensure all of our sailors are ready for any mission
any time, anywhere. Your commitment to our Sailors and the un-
conditional support to the families both contribute equally to our
Navy’s success and our ability to protect America’s strategic inter-
ests around the world.

Over the last few years, cooperation between this subcommittee
and our Navy leadership has led to impressive progress in health
care, childcare, family housing, and many other support programs.
However, we will need your support as we focus on upgrading our
existing barracks and providing more quarters to support our Sail-
ors. Approximately 9,000 of my sailors today live on board ships.

Before I took this job, I had the privilege of leading Sailors as
Master Chief in both the Pacific and the Atlantic fleets. I have met
and talked with thousands of our great Sailors. They inspire me
daily, and I am happy to report morale is high and retention is
strong.

Our Navy mission is more diverse than ever before. I have seen
Sailors operate on and below the oceans of the world, in the air,
or boots on the ground with our expeditionary forces or as indi-
vidual augmentees as we prosecute the global war on terror.

And I am continually amazed to see the caliber of these Sailors
working side by side with our Marine Corps brothers and alongside
our Army and Air Force counterparts.
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They may not have joined with that job in mind, but every day
they are redefining their role as a United States Sailor. Your Sail-
ors stand ready.

But sadly to say, some of these Sailors never return to their fam-
ilies. They present us with a serious national responsibility. As a
Navy and through your leadership, we are continually improving
the support and care that we provide our wounded warriors. Our
commitment to the heroes and their families will never waver.

But today I come before you not only as the nation’s senior en-
listed Sailor, but also as a Navy dad. I saw my eldest son graduate
from Navy boot camp, and a few months later, I attended his grad-
uation from Navy dive school.

In the near future, his younger brother plans to follow. I am
proud to tell you that these young men elected to follow in my foot-
steps out of patriotism and sense of selfless service to our nation,
but I will also tell you another fact is they have chosen to join our
Navy. The reason they joined our Navy is the lifelong exposure
that they have had to the Navy way of life and to the military qual-
ity of life that this subcommittee is chartered with.

And they have seen my wife, Bobbi, a former Navy Seabee, who
doesn’t have to worry too much about my safety, but now she un-
derstands firsthand what so many of our American parents have
discovered, that a child in harm’s way is a kind of stress you can
never prepare yourself for.

Mr. Chairman, committee members, it is not lost on me that you
and I share very similar responsibilities. I know that your dedica-
tion to our military is stronger than ever before, and that your loy-
alty to our families is limitless. You have my most profound respect
for that and for your continued dedication to each of them.

I look forward to working with and alongside each of you today
and in the future. Thank you for the opportunity to address you
today, and I look forward to your questions. Hooah.
| [Prepared statement of Master Chief Petty Officer Rick West fol-
ows:]
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Mr. Chairman and members of the Committee, it is an honor to represent before you the
brave men and women of the United States Navy. On 12 December 2008, I was selected as the
12™ Master Chief Petty Officer of the Navy (MCPON). 1 was previously assigned as the 14"
Fleet Master Chief for Commander, U.S. Fleet Forces Command and also served as the Pacific
Fleet, Fleet Master Chief.

With the knowledge I have acquired in this short period as MCPON and my years of
experience as Fleet Master Chief, I am prepared to provide you an overview on the Quality of

Life programs supporting our Sailors and their families.

Introduction

The United States Navy has risen to meet the challenges of this critical time in our
nation’s history. Our men and women afe highly metivated and carry with them the quiet
confidence found in a well-led and well-trained Navy. Sailors are deployed all around the world,
standing shoulder-to-shoulder with Marines, Soldiers, and Airman accomplishing missions that
just a few years ago would have seemed out of the question.

On behalf of over 399,000 Active and Reserve men and women who make up our ali-
volunteer Navy, I would like to thank Congress for your commitment and longstanding support
of the United States Sailor and our families. Our men and women deeply appreciate the new
authorities included in the National Defense Authorization Act for Fiscal Year 2009 that enhance
the quality of life for our Sailors and their families.

Between our Navy's traditional maritime requirements and the many non-traditional

missions we have adopted in support of the War on Terror, the strain on our Sailors and their
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families is greater than ever seen before. Nevertheless, our personnel know their mission and the
value of serving our nation on and below the sea, in the air and on the battleground.

Over the past year, I have visited with Sailors and Navy families stationed both within the
continental United States and abroad. The issue foremost in their minds as I visited with them is
the high OPTEMPO and the stress associated with it on both our Sailors and their family
members. Thanks to the attention and support of this Committee and our military leadership, our
Sailors and their families take great comfort in knowing the strides we’ve made to significantly
improve their quality of life in recent years to combat stress.

With a majority of our Sailors assigned to high cost living areas, we must continue to
provide them with adequate pay. We must also continue to provide our Sailors and their family
with quality health care, child care, education, and housing analogous to the sacrifices they make
in service to our country. The value and importance of these pillars of support has allowed the
Navy to not only attract, but retain our nation’s best talent to sustain maritime dominance, meet
emerging threats, and maintain our capability to provide humanitarian assistance and disaster
relief.

A great number of our Sailors joined the Navy after September 11, 2001. They enlisted
into a military at war and they did so to help protect this nation from further attacks. They
served this nation when we needed them to, and now many are recovering from injuries
sustained in battle, both physical and psychological. Wounded service members and their
families are being asked to adjust to a lifestyle none of them could have ever anticipated and it is
our responsibility to remain committed to pressing forward on the quality of service we provide

them now and in the future.
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Safe Harbor and Healthcare

Navy Safe Harbor is the focal point for the non-medical care management of seriously
wounded, ill, or injured Sailors and their families. Eligibility includes combat-related wounds or
injuries and extends to those Sailors seriously injured in the line of duty or liberty accidents, or
those who incur a serious illness, whether physical or psychological. The program provides a
lifetime of care bringing resources together to assist and support Sailors through recovery and
rehabilitation enabling them to return to duty or reintegrate into their local community.

Since January 2008, Navy Safe Harbor has doubled its staff to support our over 5,000
military members and their families at 15 locations. Non-medical care management support is
individually tailored to meet the unique needs of each Sailor and their family encompassing
administrative matters, lodging/housing adaptation, child/youth programs, transportation needs,
education/training benefits, respite care, Traumatic Brain Injury (TBI)/Post Traumatic Stress
Disorder (PTSD) support services, and much more.

PTSD is often found to co-occur with a variety of mental health conditions which can
seriously detract from operational readiness and a service-member’s quality of life. The number
of new PTSD cases continued to grow in FY-08. Currently the Pre- and Post-Deployment
Health Assessments (PDHA) and Post Deployment Health Re-Assessment (PDHRA) are the
primary screens for PTSD symptoms in Sailors re-deploying from Operation Enduring
Freedom/Operation Iragi Freedom (OEF/OIF).

Our Warrior Transition Program (WTP), located in Kuwait and established by the
Expeditionary Combat Readiness Center (ECRC) in November 2006, provides a venue for
Individual Augmentee (IA) Sailors to decompress and transition from the stresses of a war zone

to life back in CONUS in a non-threatening environment. The Global War on Terrorism Support
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Assignments (GSA)/IA Sailors going through WTP-Kuwait are now completing the PDHA prior
to re-deploying to the continental United States (CONUS) resulting in increased PDHA
completion rates. Individual Augmentee Manpower Management (IAMM) and RC GWOT
augmentees are completing their PDHAs at Navy Mobilization Processing Sites (NMPSs) upon
re-deployment from theater or shortly thereafter at their parent commands.

To reduce the stigma associated with seeking psychological services and improve overall
resilience in our Sailors and their families, the Navy implemented an Operational Stress Control
(OSC) program in 2008. OSC, supported by Navy Medicine, is organized under a single Navy-
wide umbrella that ensures various Navy policies and initiatives are coordinated. It assists
leaders in recognizing the early signs and symptoms of stress-related injuries and illnesses.

Preliminary OSC Awareness Tréining has been provided to over 1,400 non-mental health
care-givers and 700 senior Navy leaders to date. Additionally, basic OSC Awareness Training
focusing on signs, symptoms, and mitigation strategies has been provided to over 4,000 Sailors.

By the end of FY-09, a formal OSC curriculum will be developed and delivered at key
nodes of training throughout the career of the Sailor, from accessions to Flag Officers. This is
being established at Deployment Health Centers (DHCs) co-located with NMPS-related Medical
Treatment Facilities (MTFs) to serve GWOT deployers as part of their pre-deployment
preparations.

Understanding mental health needs of returning service members and providing
necessary support to their families are two issues being better addressed by recent policy and
program initiatives such as an expanded PDHA and PDHRA program, the establishment of
DHCs at 17 MTFs, aggressive case management services, a Navy-wide OSC program and an

expansion of the USMC Wounded Warrior Regiment and Navy Safc Harbor programs. Navy
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line leadership and Navy Medicine remain devoted to providing superior care for all

beneficiaries, both in deployed settings as well as at our medical treatment facilities.

Childcare

The Child Development and Youth Programs help families balance the competing
demands of mission readiness and family responsibilities. The Navy provides high quality child
care, youth development, and school transition services for over 89,000 children ranging from
four weeks to 18 years of age. Currently, the Navy operates 103 Child Development and Youth
Programs, 128 Child Development Centers, 3,000 Child Development Homes and 86 School
Age Care Programs at the present time.

The Department of Defense (DoD) goal is to achieve capacity for 80% of the potential
need which is sufficient capacity to place children from waiting lists within one to three months
after care is requested. Our current capacity meets 72% of the potential need with a
corresponding three to six month placement. However, placement wait times in fleet
concentration areas are usually longer.

The availability of child care remains a top issue among our dual-income families and
single parents. The Navy’s expansion plan to attain the DoD goal includes adding approximately
7,000 new child care spaces and 25,000 additional hours of respite child care and youth services
for families of deployed Sailors.

On a Separate, yet related note, the Navy has recently expanded its School Liaison
Officer program to reach most major installations within the coming year. This highly
successful program is designed to help Navy families address dependent education issues arising

from frequent moves and deployments.
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Homeport Ashore/Navy Bachelor and Family Housing

The Homeport Ashore (HPA) initiative was created to improve the quality of life of fleet
Sailors by moving junior single Sailors off ships and into barracks ashore while in homeport.
Our ability to place junior single shipboard Sailors into adequate enlisted quarters is consistent
with the Navy’s Quality of Life goals

While the DoD standard for single Sailor accommodations is 90-square-feet per person,
the Navy is currently doubling room occupancy in an effort to provide shore accommodations for
Homeport Ashore sailors. In many instances, this required reducing bedroom space to a
minimum of 55-square-feet per Sailor. Even with HPA as a Navy priority initiative, we will still
have approximately 2,100 Sailors living aboard ships by FY 10 in our Fleet concentration areas
like San Diego and Norfolk.

The Bachelor Housing (BH) program serves more than 100,000 personnel of which
40,000 are permanent party single Sailors. The Navy has 1,850 BH facilities and many of these
facilities have critical capacity, condition, and configuration deficiencies. Over 200 of our BH
facilities are over 50 years old and 70% of permanent party barracks are rated as partial or non
mission capable.

Recently, the Navy awarded two BH Public Private Venture (PPV) pilot projects,
providing 4,250 new spaces for E1-E6 Sailors. The first project in Hampton Roads Virginia,
provided 2,367 spaces targeted at E1-E4<4. The second project, Pacific Beacon in San Diego, is
a first of its kind PPV bachelor housing facility that provides an alternative for our senior Sailors
to living out on the economy. Additionally, four new Military Construction (MILCON) market-

style BH projects will be completed this fiscal year. A forthcoming Bachelor Housing Master
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Plan will further articulate BH solutions for the Navy by codifying common BH standards,
including plans to renovate or replace existing infrastructure to meet those standards. It is
essential that we provide living accommodation for our Sailors commensurate with their
counterparts in other branches of the DoD.

The Navy successfully eliminated in FY-08 inadequate family housing through a
combination of privatization and MILCON projects. A total of 18 privatization projects have
been awarded to provide for an end state of 40,355 homes. These projects account for 95% of
our CONUS family housing. We continue to require investment in non-privatized CONUS and
OCONUS Family Housing Construction and Maintenance to properly meet the Navy’s family
housing requirements.

I cannot stress enough the importance of providing our Sailors and their families the
opportunity for suitable, affordable, and safe housing. This critical Quality of Life issue is a
major factor that assures our Sailors their families have a safe, stable and adequate living

environment while they are deployed around the world.

Sailors in Action

Within a week of assuming the duties and responsibilities as the Master Chief Petty
Officer of the Navy, I had the opportunity to travel with Admiral Roughead, Chief of Naval
Operations, to Afghanistan, Bahrain, the USS SAN ANTONIO, USS RAMAGE, and the USS
CARTER HALL. During our visits, I had many opportunities to converse with our Sailors and 1
could not be prouder of the commitment, dedication and motivation our Sailors express. They
recognize the significance of our mission and are answering the call to stand the watch to protect

our Freedom and way of life.
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Maintaining a global Navy presence and engagement is critical to the success of the
larger DOD effort in the Global War on Terrorism (GWOT). The Navy has flexed to continue to
provide forces expertly trained in littoral combat, ground combat support and combat service
support for OEF/OIF.

Navy Augmentation forces remain vital in meeting the GWOT manning requirements.

As of 15 January 2009, Navy has mobilized over 53,000 Sailors filling traditional and non-
traditional requirements in support of GWOT with 4,800 RC personnel currently activated for
GWOT and 5,700 AC currently on IA assignments around the world in support of the War on
Terrorism.

Today, in the FIFTH Fleet AOR we have more Sailors ashore with boots on ground than
we have at sea. Many of our Sailors are carrying out non-traditional duties, such as providing
security on the Iraqi oil platforms and in the waterways, conducting customs inspections, civil
affairs and detention operations. Sailors are making critical contributions to maritime security
operations and the war on terror.

The Navy is optimizing the integration of AC/RC resources using flexible tour lengths,
providing enroute training and allowing for flexibility of orders to meet emergent demands. We
continue to seek innovative ways to effectively utilize the RC for evolving GWOT missions.

We are committed to ensuring that our Augmentee Sailors maintain competitive status for
professional development; receive world class continuum of care; and have access to a network
of family support throughout their IA assignments. The 2008 institution of GWOT Support
Assignments (GSA) allows Sailors to negotiate with detailers for PCS 1A as early as nine months
prior to detaching. The purpose of GSA assignments is to greatly stabilize the sourcing of IA

requirements and provide enhanced predictability for prospective augmentees and their detailer
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in managing Sailor’s careers. Additionally, the GSA process energizes Navy families providing
them with adequate time that significantly improves their readiness and preparation for the
extended absence of the service member. We will continue to monitor the impact of GSA
assignments.

Family readiness means Navy families are prepared for the absence of their loved ones.
Through Fleet and Family Support Centers the Navy offers quality services to assist in preparing
Sailors and their families to anticipate, understand and cope with the unusual demands associated
with Navy lifestyle and OPTEMPO.

We are an ANY MISSION, ANY TIME, ANY WHERE force ready to respond as

needed by our great Nation.

Recruiting

In an all volunteer force and in the increasingly competitive 21™ century marketplace, the
U.S. Navy’s support programs and policies are critical elements for successful recruiting and
retention. In FY-08, we attained 100.2% of the Active Component (AC) recruiting goal and
100.1% of our Reserve Component (RC) recruiting goal.

We are stabilizing the total force at approximately 329,000 AC Sailors and 67,000 RC

Sajlors to support a Navy of 313 ships and 3,800 aircraft and meet core and new capability
operational support missions throughout the world. Retaining the best and brightest Sailors is
accomplished by offering rewarding opportunities for professional growth, development, and
leadership. Navy’s goal is to maintain a balanced diverse force, in which seniority, experience,

and skill sets are matched to requirements.

10
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Reserve Force

The Navy Reserve Force continues to fulfill critical roles in the Navy’s Total Force
mission and GWOT requirements. There are currently over 67,700 RC Sailors supporting the
fleet. There have been nearly 52,000 contingency activation events since 9/11, and over 5,000
are currently mobilized. The Selected Reserve is our primary source of immediate mobilization
manpower and Operational Support as part of the Total Force. However, volunteers from the
Individual Ready Reserve (IRR) have also been used, and continue to be used to meet the
GWOT requirements. At present, Navy does not foresee a need for involuntary recall of IRR
members to meet projected RC GWOT requirements, but remains ready to use these manpower
resources if needed.

At the end of FY-07, successful recruiting and retention strategies were set in motion and
carried on through FY-08. We exceeded our recruiting goal and expect this positive momentum
to continue in FY-09. The accession and retention bonuses for RC Sailors remained at
approximately $108-million in 2008, continuing Navy’s ability to recruit and retain the right
person for the right job.

One of our biggest challenges is the wide dispersion of RC families throughout the
United States and territories. To extend services offered by Navy Fleet and Family Support
Centers to those families lacking convenient access, the Navy Reserve hired a full-time Family
Support Program Manager on the Commander, Navy Reserve Forces Command headquarters
staff, and a full-time Family Support Program Coordinator at each of the five Regions across the
country.

Additionally, Navy Reserve Ombudsmen are a critical link between the Sailor’s

command and their families. These trained volunteers provide essential information and referral

11
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services on various topics and most importantly act as a command representative during the
entire deployment cycle.

With the integration of the Active and Reserve Components complete, the work and
operational support our RC Sailors provide the Fleet has never been more relevant. The Navy
Active and Reserve components are ready and make a most effective “Total Force” team as we

face the challenges that lie ahead.

Conclusion

For our men and women to be able to better perform their mission, we must continue to
provide an environment that enhances quality of life for our Sailors and their families in a
manner that is constant and predictable. Resources like our MWR facilities and world class
healthcare, child care facilities, housing, and education benefits will ensure we retain our best
personnel while maintaining the mission readiness our country requires. Additionally, through
the proactive detailing afforded by our Individual Augmentation process, many of our Sailors
now have the ability to better predict their time at home and their deployment schedules. This
allows for a more stable home environment further enhancing our Sailors’ ability to spend
quality time at home.

Never before has our Force been asked to sacrifice so much. However, your continued
support to the Navy’s Quality of Service and personnel programs for our Sailors and Families,
have enabled our Sailors to be more informed or more ready to meet the Nations needs.

I'look forward to our continued relationship as we move our Navy and our Military into

meeting the mission requirements of the future.
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Mr. EDWARDS. Thank you. Master Chief West, thank you for your
eloquent first statement before our subcommittee.

Master Chief WEST. Thank you very much.

Mr. EDWARDS. And thanks on behalf of all of us for your entire
family’s service to our country.

Master Chief WEST. Thank you very much.

Mr. EDWARDS. Chief McKinley, welcome back to our sub-
committee. I would like to recognize you now for your opening
statement.

WEDNESDAY, FEBRUARY 4, 2009.

UNITED STATES AIR FORCE
WITNESS
RODNEY J. McKINLEY, CHIEF MASTER SERGEANT OF THE AIR FORCE

STATEMENT OF CHIEF MASTER SERGEANT RODNEY J. MCKINLEY

Chief Master Sergeant MCKINLEY. Thank you very much.

Mr. Chairman, Congressman Wamp, Congressman Young, mem-
bers of the committee, thank you for this opportunity to speak with
you today about issues important to America’s Airmen and our Air
Force.

I am honored to be here alongside my fellow warriors as we col-
laborate on quality-of-life issues impacting all of our service mem-
bers and their families. I want to take this opportunity to thank
the members of this committee and the entire House of Representa-
tives for your incredible support.

Your Air Force appreciates greatly the expansion of pay, health
care, and retirement benefits for service members and veterans and
visits by the House members to our personnel in the field and to
our wounded warriors.

Thank you also, Mr. Chairman and committee members, for rec-
ommending additional Air Force infrastructure funding in the
House Appropriations Committee’s economic stimulus package.
Quality facilities and services directly impact our mission and re-
tention efforts, so we especially appreciate this recommendation to
invest in our future.

Mr. Chairman, we also thank you for your continued sponsorship
of the Military Child College Affordability Act in which states offer
resident rate college tuition to our military families.

Recently, our Air Force has had some challenges in our nuclear
enterprise. We learned we needed to improve in many areas. But
under the leadership of our Secretary and Chief of Staff, we have
met those challenges head-on to ensure we have the right focus.

We have stood up the Air Force Global Strike Command Provi-
sional to handle our nuclear missions. We now have the right orga-
nizational emphasis as we steward this very important national re-
source.

America’s Airmen continue to deliver outstanding capabilities to
the battlefield. In the war on terrorism, more than 208,000 total
force Airmen are engaged in the joint and coalition fight. We are
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supporting daily operations in the air, on the ground, in space, and
in cyberspace.

We are filling joint expeditionary taskings, formerly known as in-
lieu-of taskings, where our deployed Airmen work alongside Sol-
diers, Sailors, Marines, and Coast Guardsmen on missions in Iraq,
Afghanistan, and around the globe.

We are focused on cyberspace, unmanned aerial systems, and the
United States African Command. Security of cyberspace is of great
importance not only to our Air Force, but also to our joint partners
in our nation. Security of the nation’s net-centric information archi-
tecture requires more than Department of Defense (DoD) emphasis,
so we have committed to working transparently with our inter-
agency partners, as well.

Our unmanned aircraft systems (UAS) are directly supporting
warfighters on the ground. Air Force Predators, Reapers, and Glob-
al Hawks are finding, fixing, tracking, and attacking our enemies.
The intelligence, reconnaissance, and surveillance capabilities these
systems provide are critical to battlefield operations.

We have increased from 12 UAS combat air patrols in 2007 to
33 today. To further support United States African Command, we
have a new numbered Air Force, 17th Air Force. We are gearing
up to support the extensive airlift requirements of that new com-
mand, as well as humanitarian assistance, security operation, im-
proved aero-safety and security, and assisting our African partners
with their efforts in these areas.

We are constantly expanding care for our wounded warriors. Our
warrior and survivor care program cares for Airmen and their fam-
ilieg through treatment, recovery, and into the post-separation pe-
riod.

We are also working with our joint partners on special monthly
compensation, which will assist the families that have catastroph-
ically wounded service members toward maintaining financial bal-
ance with their loved ones during recovery. This compensation is
intended to help family caregivers in meeting recurring monthly
expenses, such as rent, credit card, and car payments while they
are at the bedside.

Our recruiting efforts continue to be successful, despite the de-
creasing eligibility pool due to increases in the nationwide school
dropout rate, a more obese youth population, and other reasons.
We met our 2008 recruiting goals and met recruiting goals in all
three areas of our total force: Active Duty, Air Force Reserve, and
Air National Guard.

We have experienced a few decreases in our retention numbers.
In fiscal year 2008, overall Active-Duty Air Force retention rates
finished slightly below annual goals, while Guard and Reserve offi-
cer enlistment rates met or exceeded their retention goals.

Although overall Active-Duty retention is trending slightly up-
ward for this fiscal year, 2009, some of our critical and stressed
specialties continue to experience significant shortfalls.

We continue to use selective re-enlistment bonuses and quality
of service initiatives to resolve these shortages. We appreciate con-
tinued congressional support for these incentive efforts.

Childcare continues to be important to our Airmen and our fami-
lies. With the current economic situation, many of our spouses
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must work to supplement the family income. We have made good
progress in providing affordable childcare, and we will continue
these efforts. Right now, we have need for about 1,900 childcare
spaces and would like to cut that to zero.

Thank you all again for your continued support for our Airmen.
On behalf of America’s Airmen, thank you for this opportunity to
testify before you today. I look forward to your questions.

[Prepared statement of Chief Master Sergeant Rodney J. McKin-
ley follows:]
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CHIEF MASTER SERGEANT OF THE
AIR FORCE RODNEY J. MCKINLEY

Chief Master Sergeant of the Air Force Rodney J. McKinley
represents the highest enlisted level of leadership, and as
such, provides direction for the enlisted corps and represenis
their inferests, as appropriate, to the American public, and to
those in all levels of government. He serves as the personal
adviser io the Chief of Staff and the Secretary of the Alr Forg
on all issues regarding the welfare, readiness, morale, and
proper utilization and progress of the enlisted force. Chief
McKinley is the 15th chief master sergeant appointed to the
highest noncommissioned officer position.

Chief MoKinley grew up in Mount Orab, Ohio. He originally
entered the Alr Force In 1874, took a break in service in 1877
and re-entered the Air Force in 1982. His background
includes various duties in medical and alreraft maintenance,
and as a first sergeant and command chief master sergeant
at wing, numbered air force and major command levels. His
assignments include bases in North Carolina, South Carolina,

QOklahoma, Virginia, Alaska and Hawaii, The chief also served cverseas in the Philippines, ltaly and
Germany, and deployed to Southwest Asia in support of operations Enduring Freedom and lraqi Freedom.
Before assuming his current position, he served as Command Chief Master Sergeant, Pacific Alr Forces,
Hickam Alr Force Base, Hawall. He was appointed to the position of Chief Master Sergeant of the Air Force
on June 30, 2006.

EDUCATION

1984 Tactical Air Command NCO Leadership School, Myrtie Beach AFB, 8.C.

1986 Associate of Arts degree, Saint Leo College, Fla.

1986 Asscciate degree in aircraft maintenance technology, Community College of the Al!’ Force
1988 Bachelor's degree in human resource management, Saint Leo College, Fla.

1987 Tactical Air Command NCO Academy, Tyndail AFB, Fla.

1691 U.S. Alr Force First Sergeant Academy, Keesler AFB, Miss.

1997 U.S. Air Farce Senior NCO Academy, Maxwell Air Force Base, Ala.

1998 Associate degree in personnel management, Community College of the Alr Force
1009 Master's degree in human relations, University of Okizhoma

2004 USAF Senior Leadership Course, Center for Creative Leadership, San Diego, Calif.
2004 USAF Senior Leadership Course, Gettysburg College, Pa.

2006 Keystone, U.S. Joint Forces Command, Suffolk, Va.

2007 Air Force Enterprise Management Seminar, University of North Carolina at Chapel Hill

ASSIGNMENTS
1. July 1974 - August 1974, student, basic military training, Lackland AFB, Texas
2. August 1974 - November 1874, medical service specialist technical training, Sheppard AFB, Texas

&
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3. November 1974 - August 1977, emergency room technician, Seymour Johnson AFB, N.C.

4. August 1977 - April 1982, separated from the Air Force

5. April 1982 - June 1982, aircraft maintenance technology technicai training, Sheppard AFB, Texas

6. June 1982 - June 1987, phase dock inspector, maintenance instructor, quality assurance inspector,
noncommissioned officer in charge of aircraft weight and balance and functional check flights, 354th Tactical
Fighter Wing, Myrtie Beach AFB, S.C.

7. June 1987 - June 1991, dedicated crew chief, quality assurance inspector, noncommissioned officer in
charge aircraft weight and balance and functional check flights, chief inspector of quaiity assurance, 3rd
Tactical Fighter Wing, Clark Air Base, Philippines

8. June 1991 - June 1892, First Sergeant, 354th Communications and Services squadrons, Myrtle Beach
AFB, S.C.

9. June 1992 - January 1994, First Sergeant, 401st Munitions Support Squadron, Ghedi AB, italy

10. January 1994 - July 2000, First Sergeant, 3rd Combat Communications Support Squadron, 965th
Airborne Air Control Squadron, 552nd Equipment Maintenance Squadron, and 552nd Aircraft Generation
Squadron, Tinker AFB, Okla.

11. July 2000 - July 2001, First Sergeant, 723rd Air Mobility Squadron, Ramstein AB, Germany

12. August 2001 - September 2002, Command Chief Master Sergeant, 86th Airlift Wing, Ramstein AB,
Germany

13. September 2002 - June 2004, Command Chief Master Sergeant, 1st Fighter Wing, Langley AFB, Va.
(February 2003 - June 2003, Command Chief Master Sergeant, 379th Air Expeditionary Wing, Southwest
Asia)

14. June 2004 - March 2005, Command Chief Master Sergeant, 11th Air Force, Elmendorf AFB, Alaska
15. March 2005 - June 2006, Command Chief Master Sergeant, Pacific Air Forces, Hickam AFB, Hawaii
16. June 2006 - present, Chief Master Sergeant of the Air Force, the Pentagon, Washington, D.C.

MAJOR AWARDS AND DECORATIONS

Legion of Merit

Bronze Star Medal

Meritorious Service Medal with silver and two bronze oak leaf clusters

Air Force Commendation Medal with two oak leaf clusters

Air Force Achievement Medal

Alr Force Outstanding Unit Award with "V" device and silver and three bronze oak leaf clusters

OTHER ACHIEVEMENTS

1984 John Levitow and Esprit de Corps winner, NCO Leadership School

1985 Maintenance Professional of the Year for Quality Assurance, 354th Tactical Fighter Wing
1990 Maintenance Professional of the Year, 3rd Tactical Fighter Wing

1994 First Sergeant of the Year, 3rd Combat Communications Group

1994 First Sergeant of the Year, 12th Air Force

1996 First Sergeant of the Year, 552nd Air Control Wing

1996 First Sergeant of the Year, Tinker AFB, Okla.

EFFECTIVE DATES OF PROMOTION
Chief Master Sergeant of the Air Force June 30, 2006

(Current as of January 2008)



68

INTRODUCTION

Mr Chairman, Mr Wamp, Members of the Committee, thank you for this opportunity to
address issues important to America’s Airmen and our United States Air Force. it is an honor
and distinct privilege for me to testify here today and represent some of America’s finest men
and women. We are more than 663,000 strong -- with more than 501,000 uniformed Airmen
and nearly 162,000 Air Force civilians. | assure you, your Airmen take tremendous pride in
serving this great Nation and America can continue to take equally great pride in the work of
their Air Force. Airmen prove this daily in the skies, in space, in cyberspace, on the ground, and
anywhere freedom and the American way of life are threatened.

The incredible support of this Committee and the Congress has been vital to our
successes over the past year. We appreciate greatly the expansion of servicemember and
veteran’s pay, health care and retirement benefits, and the visits by House members to our
servicemembers in the field and to our wounded warriors in health care facilities.

Our Airmen are tremendously dedicated to our Nation and our Air Force. They make
many sacrifices, both personal and professional. We owe it to them and their families that they
remain safe, healthy, well compensated, and are well educated. We must also ensure that they
are properly organized, trained, and equipped to face the threats and challenges ahead. it's my
honor and distinct privilege to share with you today some of our future initiatives; initiatives that
will continue to ensure America has the Air Force it needs and it deserves.

REINVIGORATE THE NUCLEAR ENTERPRISE

Your United States Air Force has experienced challenges in 2008. We recognized we
lost focus in our nuclear enterprise over a period of years, but | can tell you today we have since
regained the proper attention on all of our assigned missions. The focused leadership of the
Secretary of the Air Force, the Honorable Michael B. Donley, and the Air Force Chief of Staff,
General Norton A. Schwartz, have forged a new path and our future is very bright. These

leaders are working hard to provide continued stability and direction for the Air Force.
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We are getting back to the basics and the nuclear enterprise is priority one. To ensure our
success in this area, we've taken a number of actionable steps, including the recent provisional
stand-up of Air Force Global Strike Command, a major command that will combine and enhance
the stewardship of our nuclear-capable bomber and Intercontinental Ballistic Missile missions.
By organizing in this manner, we position the enterprise for strict accountability and compliance,
and have strengthened the responsibility and decision-making chain.

Our Air Force leadership and Airmen will continue to tackle future challenges. In this
effort we know every Airman must do their part. Our core values — Integrity First, Service before
Self, and Excellence in all We Do — are now and will continue to be the foundation of all our
actions. We will ensure discipline and adhere to standards irrespective if our Air Force specialty
is in health care, force protection, food preparation, aircraft maintenance, aircrew, or any other
job set before us. Our Nation depends on each and every one of our professionals to perform
with excellence 24/7. Through superior performance and reliability, we will accomplish our
missions. We are the world’s greatest Air Force and will continue to be so.

AIRMEN IN THE JOINT AND COALITION FIGHT

More than 208,000 Total Force Airmen are engaged in and supporting Global War on
Terror operations daily and 32,000 are engaged in additional operations. Another 127,766
provide strategic mobility, space and missile capabilities, command and control, intelligence,
surveillance, and reconnaissance fo joint warfighters. In all, 41 percent of our Active-Duty Force
is fulfilling joint field commander requirements everyday.

Your Air Force contributes greatly to joint and coalition force combat capabilities. On
any given day, over 34,000 Total Force Airmen are deployed to over 150 locations worldwide.
More than 29,000 Airmen are deployed in the U. S. Central Command Area of Responsibility,
with nearly 4,100 filling joint expeditionary taskings. In these missions, Airmen stand shoulder-
to-shoulder with their fellow Soldiers, Sailors, and Marines in roles such as detainee operations,
convoy operations and protection, explosive ordnance disposal, police training teams, military

transition teams, civil engineering, security, communications, fuels, medical services, logistics,
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intelligence, and base operating support as an member of the joint team, serving in whatever
way called upon to accomplish the mission for America. Together with our Sister Services, we
are training and augmenting both Iragi and Afghan security forces, rebuilding critical
infrastructure, and providing medical services to these war-torn countries.

Our Unmanned Aircraft System (UAS) platforms are directly supporting joint and
coalition warfighters on the ground. Air Force Predators, Reapers and Global Hawk UAS
aircraft are finding, fixing, tracking, and attacking our enemies. The intelligence,
reconnaissance, and surveillance capabilities these systems provide are key to battlefield
operations. In our Predator operations alone, we have increased from 12 combat air patrols in
2007 to 31 today to meet combatant commander requirements. By increasing our UAS
inventory, initiating new training programs to increase the number of UAS operators and
growing the number of combat air patrols to 50 by fiscal year 2011, we are ensuring the long
range effectiveness of these systems in preserving and protecting joint and coalition interests
around the globe.

Your Air Force also provides a unique and vital capability to the joint fight — aeromedical
evacuation. Since 2001, this medical transportation system treated and transferred more than
55,000 patients from the battlefield to U.S. medical facilities. Aeromedical evacuations, coupled
with en route care, have achieved a died-of-wounds rate of less than 10 percent, the best
survival rate in the history of warfare.

END STRENGTH

To assist us in meeting joint and coalition fight mission requirements, as well as
homeland defense and on-going global operations in air, space, and cyberspace, we are
increasing Air Force end strength to 332,700. This move allows us to put more Airmen back
into stressed career fields like aircraft maintenance and security forces, while meeting the
manpower needs of the nuclear enterprise and our emerging missions in cyberspace and with

United States African Command.
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EMERGING MISSIONS

Security of cyberspace is of grave importance not only to our Air Force, but also to our
Nation. We fully realize ensuring the security of the Nation’s net-centric information architecture
requires more than Department of Defense emphasis; we are committed to working
transparently with our interagency partners.

To improve Air Force efforts, we plan to stand-up the 24th Air Force under Air Force
Space Command. Organizing the cyberspace mission under Space Command makes sense
because of the synergies between the space domain and cyberspace. A physical location for
the cyberspace numbered Air Force has not been determined, but we are pressing forward with
all cyberspace initiatives, such as command and control, resourcing and training of cyberspace
warriors. These actions and partnerships will enable us to conduct the full range of military
operations throughout cyberspace.

The Air Force is also dedicated to the success of U.S. Africa Command and its mission.
Through our new numbered Air Force, 17th Air Force, we are preparing to support the airlift
requirements of the new command, as well as humanitarian assistance, security cooperation,
improved air safety and security, and assisting our African partners with their efforts in these
areas. Again, your support of America’s Airmen as we find new and innovative ways of
accomplishing this mission is key.

INNOVATION

Today's Airmen and Air Force civilians, are striving to make our Air Force even better.
Through an initiative called Air Force Smart Operations for the 21st Century (AFS021), the
Secretary has placed us on a path to even higher levels of excelience in mission performance in
support of national security across the globe. Our goal is nothing less than the Air Force-wide
delivery of ever-improving warfighting capabilities and resource productivity fully aligned and
consistent with Department of Defense strategic priorities.

Just as the Air Force presence is a global one, so are the many examples of AFSO21

efforts. In Germany, a Kaiserslautern Military Community team set out to reduce vehicle
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registration customer wait times from 38 minutes to 9 minutes — and saved 23,200 hours for
48,000 customers per year. In another area, AFSO21 analysis is leading to changes in the First
Term Airmen’s Course. By standardizing the curriculum across the Air Force for the
approximately 30,000 Airmen attending this training per year, we've turned 1.4 million hours
back to commanders and supervisors — getting our work done with fewer existing resources.
Our Secretary and Chief of Staff have called on Airmen to have a renewed sense of
stewardship in all they do, and these efforts illustrate how Airmen are again answering the call.

RECRUITING AND RETENTION

We are working hard to maintain our force capabilities. By shaping our force to mission
requirements we will have the right number of Airmen with the right skills. We are firmly
committed to securing the best equipment, training and education for our Airmen.

Our Total Force Airmen are the most valuable assets we have in fighting the Global War
on Terror and ensuring air, space, and cyberspace dominance. Thus, we continue to recruit,
train, equip, and retain the Airmen of tomorrow. As our Airmen become more expeditionary,
more capable, and lethal, so does our Air Force.

QOur goal continues to be to recruit the best and brightest our Nation has to offer and we
are succeeding. Despite recruiting challenges such as increases in the high school drop-out
rate, disqualification factors and an increasingly obese youth population, we still recruit some of
the most talented young men and women in America. Just this year, we had a recruit take on
the challenge of dropping 160 pounds to join the Air Force — a true illustration of the desirability
of an Air Force career. These are highly-qualified recruits, with 98.9 percent earning a high
school degree and most with some college completed. We are on track to meet recruiting goals
for our Active Duty, Air Force Reserve and Air National Guard. Currently in this fiscal year,
9,935 of America’s young men and women destined for Air Force duty have completed or
currently attend Air Force Basic Military Training. Additionally, there are 8,566 recruits

“contracted” to attend Air Force Basic Military Training.
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In fiscal year 2008, overall active duty Air Force retention rates finished below annual
goals, while Guard and Reserve officer and enlisted rates met or exceeded all aggregate
retention goals. Although overall active duty retention is trending slightly upward for fiscal year
2009, some of our critical and stressed specialties continue to experience significant shortfalls.

We continue to use reenlistment bonuses and quality of life initiatives to resolve these
shortages. We appreciate continued Congressional support for these incentive efforts.
DEVELOPING AIRMEN

We continue to develop our Airmen. Our expeditionary Air Force needs all their diverse
cultural, language, political, and technical skills available to fly, fight and win the current war,
while also preparing for future conflicts and missions. Our overall goal is fo continue providing
combat-ready, expeditionary forces to combatant commanders now and in the future.

The first step for the Air Force is to transform each and every Airman to be relevant in
light of the changing security environment and be ready to deploy and engage with
expeditionary combat skilils. We are strengthening all levels of training and education to
sharpen our expeditionary skills.

To this end, we extended enlisted Basic Military Training from 6.5 weeks to 8.5 weeks.
The added time is being used to enhance the expeditionary capabilities of our new Airmen and
increase their warrior skills. A whole new portion was added, the Basic Expeditionary Skills
Training course, which involves four days in a simulated deployed area. The first extended
basic training class graduated January 2, 2009, and by all accounts is a great success.
QUALITY OF SERVICE

Air Force leaders know the quality of service we provide for our Airmen and their families
is a distinct determining factor in how long many of our warriors will serve. In the tough
recruiting and retention environment we find ourselves, it is imperative we maintain high
standards in quality of service areas and guard against any erosion of benefits.

Military life presents unique challenges. Our Airmen trust the Air Force is doing
everything possible to care for their families while they are away on expeditionary deployments,

9
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temporary duty absences away from home station, and extended duty hours to meet our current
high operations tempo.

Whether working on the installation or deployed fighting the Global War on Terror, our
Airmen deserve buildings and facilities of a high standard commensurate with the outstanding
service they provide their country. Since 2000, with the very generous support of the Congress,
the Air Force funded 159 military construction projects for child development centers, fitness
centers, and dormitories totaling $3 billion.

We thank this Committee and the Congress for their historical support of funding for
quality of life initiatives. Steady gains in these areas over the years have enabled us to, retain
skilled Airmen and develop them into the specialists and leaders we need for the future.
ASSISTANCE TO SEVERELY INJURED SERVICEMEMBERS

We are constantly expanding the boundaries of caring for our wounded warriors. After
all, these brave men and women stood up in service to their country, and now we have a
responsibility to stand up and ensure they get the care they deserve. Advancements in medical
care now save more lives than in past wars, yet the extent of some of the injuries is grievous.
These warriors wonder about their future and what it holds for them and their families. This is
where the Air Force Warrior and Survivor Care Program steps in. This program follows our
Airmen and their families through treatment, recovery, and if needed, into the post-separation
period. For Airmen who move to civilian status, the program continues for as long as the
families needs, and assists with extended transition assistance, employment applications,
civilian job searches, financial planning and assistance, relocation and integration back into
civilian communities.

To further assist our wounded warriors return to the civilian workforce, our top leaders
recently reaffirmed our Air Force commitment to Service-Disabled Veteran-Owned Small
Businesses. These veterans bring an understanding of our operations and missions to their
support of our operations. It is important we leverage their capabilities in meeting the Air Force

mission and priorities. Our Small Business Program teams at Headquarters Air Force, major
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commands and wings are working aggressively with local requirements officials to advance the
opportunities for these Service-disabled veterans to continue their service to our Nation.

Our Air Force will continue to work with our joint partners, the Department of Veterans
Affairs and the Military Severely Injured Center, to make sure we are doing everything possible
to care for these heroes and their families - it is our solemn obligation.

POST-TRAUMATIC STRESS (PTS) AND TRAUMATIC BRAIN INJURY (TBI

The Air Force continues to maintain a vigilant and proactive posture to mitigate the
physical and psychological effects of deployments, especially with respect to PTS and TBI.
Airmen learn about PTS, TBI, and other deployment-related health issues via Landing Gear, an
education program used before, during and after deployments. Airmen are screened for TBI,
PTS, and other mental health issues at the end of a deployment and 80 to180 days after
returning from deployment. Ready access to high-quality treatment for PTS has been enhanced
through the hiring of additional mental health providers and ongoing intensive training in PTS
treatment techniques.

SEXUAL ASSAULT PREVENTION

The Air Force is committed to eliminating sexual assault in the Air Force and providing a
safe environment for all Airmen. Our Air Force Sexual Assault Prevention and Response
Program maintains a full-time sexual assault prevention and response capability at all main
installations and at primary locations in the deployed areas of operations. The Air Force
program continues to mature in providing services to victims of sexual assault, and is
progressively shifting to a prevention-based approach, promoting a culture of Airmen watching
out for other Airmen.

The Air Force has invested heavily in bystander intervention training modules that
provide specific skills for each Airman to react appropriately in situations which may potentially
lead to sexual assaults. We have zero tolerance for sexual assault and we will take all actions
necessary to prevent the occurrence of sexual assauits, while taking aggressive action against

perpetrators of these crimes.
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CHILD CARE

Child care continues to be important to our Airmen and their families. Our Airmen work
long hours, holidays, and weekends — and our child care programs are challenged to
accommodate a variety of schedules in a variety of locations across the country and overseas.
Our military families are varied as well with military married to military, single-parent families,
and military married to civilians. With the current economic situation, many spouses of military
members have to work to supplement the family income. We assist these Airmen and their
families by providing child care for the longer hours, holidays, and weekends they work through
the Air Force Family Child Care Program at no additional cost. Quality child care facilities are a
key component in assuring Airmen their family is being cared for while they defend our country.
Since 2000, the Air Force has funded 22 child development center military construction projects
worth $163 million.

Our child care programs also include Reservists and Air National Guardsmen by
providing child care during scheduled drill weekends. So while we face funding challenges in
meeting every child care requirement we are striving to provide quality child care options to all
our Airmen.

AIRMEN EDUCATION OPPORTUNITIES

Today’s Airmen are smart, well-trained, and efficient — they are the most educated
enlisted force in the world. More than 269,940 Airmen have earned a fully accredited Associate
Degree, corresponding to their career field, through the Community College of the Air Force
(CCAF).

Currently, 71 percent of our enlisted Airmen have one to three years of college, 18
percent have Associate Degrees and 5 percent have a Bachelor’'s Degree. When you look at
our senior noncommissioned officers, 51 percent have an Associate Degree, 18 percent have
Bachelor's Degree and 4 percent have a Master’s Degree.

We are working to make it easier for our deployed Airmen to continue their education. In

March, we are scheduled to roff out the General Education Mobile program. This program wil
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offer the five general education courses required for a CCAF degree through distance learning
courses. This program is intended to attract those students who are struggling to get their
general education credits filled because of numerous reasons, primarily the Air Force's high
operations tempo. Distance learning will allow some of our more heavily depioyed career fields
to continue their education while deployed. In many cases, the students must be at home
station to finish these classes as they are not offered through distance leaming at some
deployed locations.

Many of our Airmen are aliso leveraging their CCAF credits through the new Associate to
Baccalaureate Cooperative Program. This program has grown since last year from 24 to 35
civilian higher-education institutions and offers 150 Bachelor's Degree programs. These
institutions take all of an Airman’s CCAF credits and apply them toward a Bachelor's Degree.

Our Airmen are greatly interested in education and are also concerned about basic and
higher-education opportunities for their families as well.

SCHOOL TRANSITIONS FOR MILITARY CHILDREN

Military life, frequent moves and extended separation during deployments present a host
of challenges for our families. Nearly half of all servicemembers are married and have children.
Consequently, military families often weigh assignment decisions based on the quality of
education from the local school systems for their children.

A number of states, working with the Department of Defense, are establishing an
interstate compact to address solutions on the state, local, and schoo! district levels. These
compacts are working to solve issues dealing with class placement, records transfer, graduation
requirements, immunizations, exit testing and allowing late entry to extra-curricular activities and
sports teams. We are interested in seeing more States sign on to this interstate compact so
children in military families are not penalized in school for their families’ service to the Nation.
IN-STATE TUITION

With the passage last February of Federal legislation mandating all States offer in-state

tuition to the children of servicemembers, no matter where the servicemember is stationed, the
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U.S. House of Representatives has helped us move down the path toward extending
educational opportunities to our college-age children. Currently, 49 States offer in-state tuition
to dependents when a servicemember is assigned within that State. Thirty-six States offer in-
state tuition to military dependents, no matter where the servicemember is stationed -- up from
33 States in 2008. We look forward to seeing all the States meet the legislation’s goal of
offering the full in-state tuition benefits to all dependents by July.

SPOUSE EMPLOYMENT

Military families often require two incomes to sustain their househoids, similar to
American families as a whole. Frequent moves often inhibit military spouses’ ability to start and
sustain a career. Differing licensing requirements can limit advancement or deter re-entry into
the workforce at a new location. Because of these factors, military spouses frequently suffer
long periods of unemployment and, therefore, loss of income.

The Department of Defense has identified where there are licensing barriers and is
developing policy recommendations for licensing/credentialing requirements across states. The
Department of Defense is promoting portable careers in fields fike information technology,
health services, and financial services to military spouses and is working with many States to
develop policies that promote timely transfer of employment, eliminate cross-state certification
barriers, and adopt high quality alternative certifications.

UNEMPLOYMENT COMPENSATION

| believe spousal income is often a critical supplement to a military family and toward
helping them maintain a reasonable standard of living. As a Nation, we should be in the
business of strengthening our military families — not forcing separations. When States support
unemployment compensation, they also allow spouses to take reasonable time to find suitable
employment at the new location and give them the time and resources necessary to obtain any
new licensing or credential requirements. Currently, 24 States provide unemployment
compensation to spouses who leave because of a military move, and we are looking forward to
the day when all States properly compensate military spouses.

14
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HOUSING

The Air Force is committed to ensuring our Airmen and their families have quality
housing in which fo live and raise families. We believe our people deserve well-built and well-
maintained housing. Through military construction and housing privatization, we are provic?ing
quality homes for our families. We will continue to privatize housing at continental U.S. bases,
including Alaska, Hawaii and Guam. We will also renovate overseas housing as its inventory
ages and requires sustainment and modernization.

Investment in dormitories continues to provide superior housing to our unaccompanied
Airmen. In addition to repairing structural inadequacies in dormitories, our focus remains on
ensuring we provide a structured environment where commanders and first sergeants serve as
mentors in the care and development of our first-class Airmen. The dormitories are not just a
place to sleep; they are a place for young Airmen to adjust to military life. We are also
modernizing inadequate technical training dormitories that house enlisted Airmen.

MILITARY CONSTRUCTION (MILCON)

For the past several years, the Air Force has taken risk in infrastructure in order to invest
in modernization efforts. Though we intend to continue modernizing our force, we also expect
to support our Airmen by renovating and replacing aging facilities in the coming years. We have
prioritized our program to cover our most critical MILCON requirements. Again, the continued
support of this Committee and the Congress has been vital to the success of these MILCON
programs and is much appreciated.

JOINT BASING

Joint basing is an opportunity to improve efficiency in common delivery of installation
support services. [t allows consideration of best business practices to ensure we enhance joint
war-fighting capabilities while eliminating unnecessary duplication. These actions will save
scarce funds and result in more efficient installations from which all Services will project combat

power for our Nation.
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To work this end, the Air Force has worked with our Sister Services to establish the
highest common output level standards for installation support functions. By implementing these
standards at each joint base, our Airmen, Soldiers, Sailors, Marines, their families, and
Department of Defense civilians receive the efficient, consistent and high quality services they
deserve. In addition, joint base organizations will be designed to provide focused installation
support to mission commanders. This allows us to build closer relationships and forge stronger
Service ties making joint bases successful and desirable assignments. We will not only train as
we fight, we will live as we fight.

SUMMARY

Mr Chairman, | am proud to be an American Airmen. My pride comes from the efforts,
actions, and contributions of our Airmen around the world. The majority of our Airmen serving
today joined our Air Force after the tragic events of September 11, 2001 and they have answered
our Nation’s call. They are incredible ambassadors for our way of life and our Nation.

I am also very proud of our Air Force families. These families make many sacrifices for
our Nation. Our spouses and children watch as their loved ones are sent into harms way, yet they
dry their eyes and pick up the extra work load on the home front. These families miss their
Airman on birthdays, anniversaries, holidays, little league baseball games, and even simply time
around a bow! of popcorn and a movie. Through all this, our families go above and beyond to
provide the inspiration, comfort, and support needed for our Airmen to complete the mission. And
when the day or the deployment is done, it’s our Air Force families who welcome their hero home.

We need to continue taking care of these Air Force families because one of the worst
situations that can happen for our Airmen is that when they arrive at the end of their Air Force
career, their family is no longer beside them. | have been present at too many retirements where
this is the case. We as a Nation need to do everything we can to care for the families who care
for our Airmen.

Thank you alf again for your continued support of our Airmen and the United States Air
Force.
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Mr. EDWARDS. Chief Master Sergeant McKinley, thank you for
your testimony. And thank you all for beginning this year’s sub-
committee hearings in a very positive way.

Mr. Wamp, I want to personally thank you for choosing to re-
main as ranking member of this subcommittee. I think that is a
reflection upon your values and commitment to this committee’s
work. And I would like to recognize you to begin this year’s meet-
ings.

Mr. WaMP. Thank you for your courtesy and your leadership, Mr.
Chairman. You are a class act.

This is an impressive lot here. I have to tell you, it is emotional
and kind of charges you up about the men and women that you
represent just to hear your passion and your commitment to them.

SUICIDE RATES

I would like to start on the troop side. This suicide rate issue is
the canary in the mine, in a sense. I know this is the toughest
place to start, but it speaks to the overall health and wellness of
our men and women.

Is it just more the tempo, the deployment stress? Is it battle and
the asymmetrical nature of the battle? From each of your perspec-
tives, representing those men and women who are at risk and that
take us to this place of looking at 143 potential suicides, what are
the primary factors? And is the family and our quality-of-life issues
connected to it?

This tempo has to be driving a lot of stress, but tell me.

Sergeant Major PRESTON. Sir, I will start. As I look at it, I say
it is the tempo. It is the pace, and it is the dynamics of all the
things that are occurring in young people’s lives.

We track all the statistics and the analysis behind, why a young
person felt obligated to commit suicide and what pushed them over
the edge. A lot of it is failed relationships.

As I travel around the Army, the biggest question that I get from
young soldiers and families is, Sergeant Major, “when are we going
to start to see something—12 months of dwell time between deploy-
ments?” It is those who are deployed, those that are coming back
that ask this question.

But even those, when you look at the numbers a third of our sui-
cides have never been deployed. It is those units that are left be-
hind, they are also working very hard, as well.

And it is the pace. It is the tempo. It is society. It is packing up
and moving from one location to another. It is selling their house,
trying to get out of an upside-down mortgage. It is moving their
children from one school to another school. And it is transferring
the school credits from one school to another school.

It is all of those dynamics mixed in that add to the stress in a
young person’s life. You could look at from how many have been
deployed or not deployed versus the majority of suicides are mar-
ried, more than 50 percent of those who have deployed that commit
the suicides have been back from a deployment well over a year.

So there are a lot of dynamics. And, of course, we look at every
one of those cases very seriously. It is a tragedy. In each one of
their families, it is a crisis because their families are directly af-
fected.
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And we are doing a number of things to get at, impacting that
this year.

Mr. WamP. Before we go down the table, Sergeant Major, you
have the Guard and Reserve leadership behind you. Is there a dif-
ferential between the Guard and Reserve and the active component
in this suicide issue?

Sergeant Major PRESTON. The numbers that I gave you include
the Guard and Reserve. This is all Guard and Reserve, as well as
active-duty soldiers, that are serving on active duty. And that is
how we capture those.

Mr. WamP. Right. And, is there an abnormal ratio of active
versus Guard and Reserve? Or is it just across the board?

Sergeant Major PRESTON. Across the board. In fact

Mr. WAMP. It could indicate how much the tempo and the stress
are is the primary factors, not necessarily the battle or the nature
of the battle.

Sergeant Major KENT. We are concerned, also, sir. We went from
33 fiscal year 2007 to 41, so we increased by eight. What we are
doing, we think that the small-unit leaders are the one closer to
these young Marines. So we are educating our corporals and ser-
geants so they will know the symptoms and they know how to get
help for these young warriors.

But we are concerned about it. And we are keeping an eye on it.

It is a combination of things. And that is why we want to grow
the force fast, and we are, so we can get the Marines more dwell
time back in the rear, you know, because right now they are 7
months deployed and they are 7 months back.

Mr. WAMP. Just to interrupt you, the Marine Corps is recruiting
gangbusters. What do you attribute that to right now, sir?

Sergeant Major KENT. We are not recruiting gangbusters, sir. 1
would tend to say that we are not—excuse me, sir?

Mr. FARR. You can have all my gang members, if you

[Laughter.]

RECRUITING

Sergeant Major KENT. Now, sir, let me tell you about the process
of recruiting. Right now, we are at a 97.8 percent high school grad-
uate average. The way the process works, if they need a waiver,
you know, if they have a criminal record and they need a waiver,
it just doesn’t start at the recruiting station. It is forward all the
way up to the commanding general of the recruiting command.

And let me give you an example of the waivers we grant. If you
have a young person, 13 years old, go out and they see a tractor
and they decide to jump in this tractor, and this tractor is worth
$20,000, and they get pulled over by the local authorities, when
they are 18, although they were pulled over when they were 13,
that is a felony.

But as they went from 13 to 18, they did great things and they
graduated. They were a star in football. But it was a felony, and
they need a waiver for that, you know, and that is the kind of peo-
ple that we would be recruiting with a felony.

But as far as gangbangers, sir, you probably saw them maybe
some slipped through the cracks.
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Mr. WamP. I just meant you are meeting your goals—that is
what I am talking about.

Sergeant Major KENT. Oh, sorry, I misunderstood sir. I am just
rattling on when you said “gang,” “gang”—okay, okay, sir, yes——

Mr. WAMP. But you are meeting your recruitment goals.

Sergeant Major KENT. Sorry about that, sir. I am just rattling on,
sir.

Mr. Wamp. The Marine Corps is at a time of incredible stress.
And these guys are looking, and they are talking to their peers that
are already serving, and they know it is hard and tough.

Sergeant Major KENT. I misunderstood you, sir.

Mr. WamP. I know.

Sergeant Major KENT. Yes, we are, sir.

Mr. WamMP. There is a lot of pride in being a Marine, and it is
a good product to sell, right?

Sergeant Major KENT. Well, actually, sir, we are going to make
our end-strength of 202,000 2 years early. We are going to hit it
in 3 years, sir, which is amazing.

Mr. WamPp. Master Chief.

Master Chief WEST. Yes, sir. As far as suicides, we had a slight
increase this year. When we dug into it, financial responsibility
was an issue.

What I found out that was I guess an interesting stat was 39
percent of our suicides were facing disciplinary action already, so
that gave us another indicator. That is 39 percent of them.

We had 39 this past year, all of them are serious, but we put
things in place, such as the Operational Stress Control. We have
really ramped up the financial counseling for these individuals and
tried to ease some of the pressure from payday lenders.

Everything is serious with that, but overall our numbers are fair-
ly steady, sir.

Mr. WAMP. Chief Master Sergeant.

Chief Master Sergeant MCKINLEY. Yes, sir, our Air Force leader-
ship, is very concerned about this. For the last 10 years, our aver-
age is 9.7 per 100,000. But right now, it is up to 12.3. So that is
a significant rise of us. And so we are very concerned.

If you peel all that back and look at the reasons why, a big per-
centage of that is these marriage issues, relationship issues that
lead to suicides. I think the stresses that each one of us are talking
about, not only with deployments, with mission, but also with the
financial crisis going on in America that affects every person, not
only civilians, but also gets into the military families.

And I think that adds to the stress that is out there, not only
our military members, but to the spouses and to the children. And
more stress on the family leads to things like this.

And so I think that is kind of like I said, our Air Force leader-
ship is very concerned, very committed that we lower this. We
want it to be zero. That is probably unrealistic, but we are going
{:)o do everything we can to combat this and take care of our mem-

ers, sir.

Mr. Wamp. Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Zach

Mr. KENNEDY. I have trouble believing there is not a differential
between the Guard and Reserve and the standing military in terms
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of the percentage of suicides. At least with the standing military,
you have embedded support systems, whereas with the Guard and
Reserve you don’t.

They are just dumped back after they come back from, a mission,
and they don’t have—they are spread out. They don’t have their
colleagues, their counterparts, their peers around them to give
them the care, support and everything.

So does that just bear out in the statistics at all?

Sergeant Major PRESTON. In fact, the numbers—talk to that, but
I think it was——

AUDIENCE. None so far this year. Our numbers were up last year,
sir. They are up a little bit more for the first quarter of this year.

Mr. Dicks. Is this Guard or Reserve?

AUDIENCE. Guard, sir. There are other influences on the reserve
components—active components—like the economy. So—overseas—
lose their jobs. They lose their jobs while they are back home,
things like that—active component doesn’t see.

But, overall, there is not a huge difference between what we see
and what they see. The rates are up, and we are addressing this.

Mr. EDWARDS. Sergeant Major, could I interrupt and ask the
transcriber—can you hear the testimony from the first row?

TRANSCRIBER. Yes.

Mr. EDWARDS. You can pick that okay? If you can’t, you let me
know. Raise your hand or something.

Appreciate that.

GUARD AND RESERVE MORALE AND COHESION

Mr. KENNEDY. Sorry, Mr. Chairman—we have this whole issue
of whether state commandants could call up their Guard and re-
servists so as to keep the morale and the cohesion of the unit to-
gether when they weren’t off on duty so as to build that—morale,
which was precluded under the previous law, so when—during
their mission, they were precluded from calling up there.

Sergeant Major PRESTON. They are doing that when they come
back from deployment. It is allowing the leadership to put eyes all
on those soldiers who are deployed to make sure that they are
doing okay and they are with their battle buddies again.

But, that is the commander on the ground. That is leadership
making that

Mr. EDWARDS. Let me just say, before I recognize Mr. Farr, Mr.
Kennedy kind of foreshadowed what I would like to do.

I am going to wait for my question until the end of the first
round, but I would like to say to Master Chief Wright and Sergeant
Major Gipe, Sergeant Major Caffie, if you could be thinking, my
question will be of each of the three of you is, are there are some
particular quality-of-life issues that you would like to talk about
that may not be unique to the Guard and Reserve, but they are a
little bit different than those quality-of-life issues being faced by
the active-duty servicemen and women?

Mr. Farr.

Mr. FARR. Thank you very much, Mr. Chairman. And thank you
for your leadership and that of Congressman Zach Wamp in in-
creasing last year’s bill. It is the largest in history and I think it
is having some beneficial effect.
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You know, it is interesting, this committee not only deals with
active-duty military, but we deal with the veterans. So if, indeed,
problems are caused, we are going to end up picking up the pieces.
And I think what we are trying to do is make sure that the entire
experience in service of our country is so much better integrated,
both in uniform and out of uniform, and I think even more work
needs to be done to include our community support services.

I echo everybody’s appreciation for your incredible years of serv-
ice. And I thank everybody in uniform for their service. When you
join, you build the esprit de corps.

We provide assistance to the families—community housing,
childcare, recreational centers—I mean, you build a community of
support that is second to none.

It seems to me where we fail in our society in general are our
the mental health programs.

POST TRAUMATIC STRESS DISORDER

But we have still not made it very acceptable to get counseling.
It seems to me there are two cases here of how we try to deal with
what we think might be PTSD. How do we integrate in the coun-
seling, quality counseling?

But at the same time, it seems to me what we are forgetting is
that we need to engage the community, because you have this
town-gown relationship, but not with the soldier in the mental
health field.

That is a real struggle because when military personnel muster
out they get sent back to their community. And they may be a heck
of a long way from a veterans clinic or a veterans hospital. And
there may be mental health services in that community, but no-
body in the Veterans Administration or the military knows about
that.

It seems to me we need a better integration in our town-gown re-
lationship for mental health services. And I just wondered if you
could list for us some of the needs you may have along these lines
of counseling, and PTSD, and continuing support systems?

ACCESSIBILITY AND AVAILABILITY OF HEALTHCARE

Sergeant Major PRESTON. Sir, I will start. We have made a lot
of progress in this area. And when you talk to soldiers, and espe-
cially their families, and their concerns and when you look at the
medical health care professionals working on an installation, those
medical professionals deploy along with units and organizations on
that installation, as well.

So, their biggest complaint, when it comes to medical health
care—and that is across the board for all services—is the accessi-
bility and availability to be able to get an appointment. Very satis-
fied with the quality of care that is being provided, but it is just
accessibility and availability.

Now, one of the things that, our medical command and specifi-
cally the Army surgeon general, Lieutenant General Schoomaker,
has done is to expand that, as you were talking about, into the
communities to partner more with off-the-installation medical fa-
cilities to be able to open up and provide more appointments.
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But the challenges, too, specifically in the area of mental health
care is—there is just not a lot out there in the community. We have
been working to increase those numbers in our recruiting efforts,
but, we still have a long ways to go.

Mr. FARR. Other services?

Sergeant Major KENT. Pretty much, yes, sir.

Mr. FARR. Are there any needs that aren’t there and we need to
put some more resources—

Master Chief WEST. Sir, from the Navy perspective, we have
come a long way, similar to all the other services, through our Safe
Harbor Program. It is phenomenal. Last week I looked at the Safe
Harbor Program and how it integrated with the local, state commu-
nity governments in the San Diego area.

Mr. EDWARDS. I know I am going to end up cutting off some good
answers, but I think, as long as the committee supports this, we
are going to stick to the 5-minute rule and then that will allow
each member a second and third round. And if at any point the
committee wants to talk about doing it differently, I will certainly
respect that.

Thank you, Mr. Farr, and for your leadership on mental health
issues, both for the active duty and—you have been a real leader
on those issues, among others.

Our order will be Mr. Young, based on when they came in to the
meeting after starting, Mr. Young, Mr. Crenshaw, then Mr. Bishop.

Mr. Young.

Mr. YounGg. Mr. Chairman, thank you very much—conversa-
tion——

Mr. Dicks. I want to ask a question.

Mr. EDWARDS. Yes.

Mr. Dicks. We are going to not go back and forth?

Mr. EDWARDS. Well, what we had said for this first meeting—I
was just talking to Walter about that, we are going to—after the
meeting begins, Norm——

Mr. Dicks. You always go back and forth from one side to other.

Mr. EDWARDS. And I think we may go to that in a second meet-
ing, but since I had announced before you came in

Mr. Dicks. I didn’t hear you announce that.

Mr. EDWARDS. Yes, what I announced might have been before
you came in. After the meeting

Mr. Dicks. Oh, I listened to what you said. That is not what you
said.

Mr. EDWARDS. We will go by seniority first and then, after we go
by seniority, we will go based on when members come in. I think
what I may add to the second meeting is, once we get beyond se-
niority, it is based on who comes in, we will go back and forth, but
I am going to stick with what our intention was today.

If I didn’t make that clear, I apologize to you and the other mem-
bers, as well.

Mr. Young.

MENTAL HEALTH COUNSELING

Mr. YOUNG. Mr. Chairman, thank you very much.
The conversations have evolved around an issue that is ex-
tremely important to our military, to our country. When our oldest
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son was finished with his time in the military and his deployment
to the Mideast, he said, “Dad—our troops need psychological help,
and there is just not enough professional care available.”

So when he was discharged, he came and he has just—he is 2
months away from becoming a psychologist. And his intention is to
re-enlist in the military to be available to help some of these kids,
because he saw the troubles.

Now, my question then is, where are we, as it relates to the
young troop that needs counseling, needs psychological help?
Where are we on the availability of that type of help in your serv-
ices?

Sergeant Major PRESTON. Sir, I will start. This past year, we
hired 191 of the 254 mental health professionals that we had
planned for, on our installations.

But the challenge, is finding medical professionals. There is a
shortage of medical health care professionals across the nation. It
is doctors and nurses, across the board. But, we are working very
hard to recruit medical health care professionals to fill the vacan-
cies that we have.

The other piece of that is tied in with the other types of coun-
seling that is done within organizations. It is the chaplains and
those types of community counselors to take care of our families
that are either at home or through the Army OneSource or Military
OneSource, to be able to provide an outreach for those soldiers like
the Guard and Reserve that are serving in remote sites, as well as
their families.

Sergeant Major KENT. We are actually doing okay right now, sir.
We are actually putting specialists in units that are forward de-
ploying right now. And we are doing good, but we still have a
shortage of them. And we think that is the key, you know, to put
somebody in there. When they forward deploy, they would have
somebody for counseling.

Master Chief WEST. Yes, sir, we are also doing well overall. This
is the first year in a while that we have met our medical recruiting.
We did that through a very aggressive push, but it takes a while,
as you know, to grow those specialists.

But we are out there. We are using all available assets. Our
chaplains play a big part in that. And we include training in dif-
ferent areas of leadership so we can see that, along with those folks
that are funneling in to go do those missions.

Mr. YOUNG. You are right about how long it takes to prepare
them. I know how long it has taken our son to get this degree and
to become a psychologist. So you are right about that.

Chief Master Sergeant MCKINLEY. Congressman Young, for the
Air Force, we have 400 mental health professionals that are
trained by national PTSD experts in advanced PTSD treatment
techniques. So we have, you know, a good amount out there.

We also have a lot of other programs, like afterdeployment.org.
We have Military OneSource. But I really think probably the best
thing is that—out there—the people that they work with and being
able to recognize when someone’s behavior has changed and be able
to take that through the chain of command and get that person
help.
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Mr. YOUNG. Well, I am glad to hear that the services are aware
of the problem and doing something about it. Well, I think we have
a lot—we do have a lot more to do. And the availability of the pro-
fessional counseling is really a major problem.

Mr. Chairman, the Intrepid Foundation—I think most of us
know about the Intrepid foundation—has volunteered to raise
money to build a facility in Bethesda to deal with post-traumatic
stress issues. And the money is going to be—the money to build the
building is going to come from private donations.

In fact, I am going to ask the—if I can be excused in about 10
minutes, because I am going to meet with Mr. Arnold Fisher, who
is the head of the Intrepid foundation, to get the details on where
they are on raising the money. And I believe he is about to report
that all of the money that is necessary for the construction is now
committed. When I get up and leave, that is where I am going. But
we appreciate—this is not a pleasant subject, dealing with suicides
and dealing with these stress issues, but it is real and we can’t—
I think even Congress has probably overlooked it for too long and
hoped that it would go away. But it is not going to go away.

And I am surprised that Sergeant Major Preston—bit of that
himself, because when my wife finds problems in the Army, he is
one of the first ones she goes to, to say, “Hey, here is a problem.
You fix it.” So I am surprised he doesn’t have a lot of grey hair.
And Beverly gave that message to Sergeant Major Chen last night.

Mr. EDWARDS. Can you say it in a sentence?

Master Chief WEST. Yes, sir. I was just down at Balboa. And
what I was really impressed with, there were Army, Marines and
Sailors out there at the Balboa hospital. I could not be more im-
pressed with the interaction with all those groups, doing the right
thing.

Mr. EDWARDS. Good. Thank you.

Thank you, Mr. Young——

Mr. YOUNG. Thank you, Mr. Chairman.

Mr. EDWARDS [continuing]. For your meeting with Mr. Fisher.

So we are clear, members, the order of questioning will be Mr.
Crgnshaw, Mr. Bishop, Mr. Dicks, Mr. Israel, and then Mr. Ken-
nedy.

Mr. Crenshaw, welcome back to the subcommittee. Thank you for
your past leadership. It is great to have you back.

Mr. CRENSHAW. Well, thank you, Mr. Chairman. And, you know,
I have been on the Appropriations Committee for eight—this is my
eighth year. And I have been on this Subcommittee for 8 years—
Mr. Young put me on this Committee. It is the only real Sub-
committee I have ever been asked to be on.

So I am glad to be back, Mr. Chairman, working with you.

Mr. EDWARDS. Good to have you.

Mr. CRENSHAW. Mr. Wamp, glad you are still the ranking mem-
ber. As he said, the way the Republicans work, you get to be a
ranking member based on your seniority on the Full Committee.
The Democrats, have a pretty good way, because it is based on the
seniority on your subcommittee.

And in that case, I would be more encouraging to Mr. Wamp to
leave. But, unfortunately, I will be sitting here next year under a
new guy—the ranking member.



89

But I want to welcome you all back. I have not met our Navy
Master Chief Petty Officer of the Navy yet. I have two Navy bases
and a Marine base in my district, so welcome. And great to see you
all again.

HOMEOWNERS ASSISTANCE PROGRAM

I always think of this as a time where we just sit down and talk.
Mr. Chairman, when I travel around to different naval and mili-
tary installations around the world, I try to take some time and
just quietly talk to the men and women and say, “Look, if you had
a chance, just between you and me, what would you say to a Mem-
ber of Congress, if you could talk about what you like and what you
don’t like?”

And you get mixed reactions sometimes. Sometimes they are very
straightforward; sometimes they are a little nervous. But I look at
this meeting as one of those meetings. It is not quite as private as
those conversations that we have in South Korea or Iraq or wher-
ever.

But I really appreciate you all’s candor and straightforwardness
when you come here and talk about the things that are important
to you and the men and women you represent.

And so the big issue I wanted to talk about is—and I think it
affects everybody in our country, and that has to do with this over-
all economic crisis. You all touched on it in your testimony about
how that affects the quality of life.

But in particular, I was just thinking that, in terms of housing,
because we have the three bases in our communities—and in most
places, when people buy a house, they think that is a great invest-
ment and it is an important investment.

And if people are in the military, they decide to move, they can
sell their house. In today’s world, they find out their house prob-
ably is not worth as much as when they first bought it. And so
folks in the private sector can say, “Maybe I won’t move. Maybe I
will just stay right here.”

But as you know, the men and women you all represent get a
new assignment, they have to leave a community. And I just won-
der if—Florida and California and Texas, some places where the
real estate market has been hit pretty hard, and they don’t have
a luxury of waiting, I would love to hear from you all if you have
any firsthand experiences of how that has impacted people that you
represent and how they deal with it.

Are there foreclosures taking place? Are people walking away
from their homes? Are they trying to rent their houses?

And I know we passed legislation dealing with BRAC, if you
moved—and there was a BRAC impact, and there was an assist-
ance program, Mr. Chairman, that you and the ranking member
were really helpful with getting that started, is something that is
needed? Are we getting to that point?

I would love to hear kind of firsthand what you all are seeing.

Sergeant Major PRESTON. Sir, I just—and we don’t know the
exact numbers out there that, you know, with the current economic
crisis and the impact right now on those homeowners, but what we
do know is—and this is just from experience from a lot of the sol-
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diers out there that I have talked to that have had to pack up fami-
lies and move.

In many cases, they are leaving their families in place because
they can’t afford to sell their house. They can’t afford to move out.
So now what you end up with is a lot of geographical bachelors.
You have the soldier moving to the next installation or to the next
duty station and leaving their families behind.

We are working to really understand the dynamics. And one of
the things that we want to do in the Army is to take the home-
owners assistance program, which was really designed to help
those affected by BRAC.

And because of posts—that are closing down, you have a glut of
housing that is in that area, to really help them sell their houses
and move, they are now looking at expanding the homeowners as-
sistance program to take care of our wounded, ill and injured sol-
diers that potentially have to move and relocate, live at Walter
Reed or wherever they may be, and also to affect those that are af-
fected by permanent change of station, when they have to move to
Texas to Colorado or, their next duty station.

Mr. EDWARDS. I think we have 1 minute left, if others of you
would like to——

Sergeant Major KENT. Well, we are actually keeping an eye on
this problem. Out in California where—the mortgage crisis is most
costly. I would tell you right now, sir, what we are looking at is
not to move someone with a financial hardship every couple of
years from California.

But if—actually working with the families to try to keep them on
base here.

Master Chief WEST. Sir, I would echo what the Sergeant Major
says. We are working that real hard.

Mr. FARR. Is there enough RCI housing to get them on base?

Sergeant Major KENT. We are working but it is not enough.

Sergeant Major PRESTON. We provide housing for 67 percent of
those that need housing that live off-post, so it is really 33 percent
on base, a very small percentage.

Chief Master Sergeant MCKINLEY. Chairman, can I have 15 sec-
onds on this?

Mr. EDWARDS. Please.

Chief Master Sergeant MCKINLEY. Sometimes, sir all branches of
the service have to make a very difficult decision to maybe even
separate and leave the military that they love because otherwise
they would be taking a $200,000 loss on their home. That is real.
But we don’t have the numbers on exactly how many people there
are.

Mr. CRENSHAW. Mr. Chairman, I would—I think this is an im-
portant problem that I am sure we are going to address. And
maybe if you have any thoughts about how we could help, we
would love to hear that, as well.

Mr. EDWARDS. Thank you, Mr. Crenshaw. I think that is an im-
portant issue that we need to talk about.

Mr. Bishop, with your okay——

Mr. BisHOP. I would be happy to——

Mr. EDWARDS. Thank you.
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Mr. BisHoP. I would be happy to yield to Mr. Dicks. He indicated
he has another——

Mr. EDWARDS. 5 minutes, Dicks

Mr. Dicks. No, it is going to be much quicker than that.

WEB-BASED PSYCHOLOGICAL COUNSELING

Gentlemen, in your opinion, what is the potential utility of Web-
based service to assess psychological counseling? We have some
people that are doing this, where—and I think this would be par-
ticularly good for the Guard and Reserve, where they can get on-
line and get counseling from a psychiatrist when they need it.

And to me, I think this helps us with the problem of people not
wanting to admit that they have a problem. If they can go online
and do it confidentially, I think this should be done. We put the
money in the Defense Subcommittee to do this, and we are still try-
ing to get the Army to do it.

And we are working with General Chiarelli and others to get this
thing moving. But why does it—what is your reaction to that?

Chief Master Sergeant MCKINLEY. Congressman Dicks—great
opportunity. Any time that we can give more tools out there for our
military

Mr. DICKS. At least we ought to try it.

Chief Master Sergeant MCKINLEY. Absolutely.

Mr. DicKs. Sir, you have some people that, no matter what, they
have this pride factor. They are not going to go to the supervisor
or first sergeant and say, “I am having issues.” But if they can do
something privately, we may save somebody. So the more opportu-
nities, the better for all our military.

Master Chief WEST. Sir, I would just like to echo that. I think
using the advanced technologies is a great thing.

Mr. Dicks. Especially these younger kids. They understand this
stuff.

Master Chief WEST. That is what they do, sir. You give a young
Sailor or Marine or a young adult a computer and a connection,
and they are happy. They are happy there for hours.

With that said, I think leadership, communications, and edu-
cation play huge into that. We have to have balance.

Mr. Dicks. I am not saying that is the only thing, but just as an-
other tool, another way

Sergeant Major KENT. OneSource also has something on the Web
site. They can actually go onto the OneSource, and they can work
the counseling through there, sir.

Mr. Dicks. What about the Guard and Reserve guys back there?
What do you think?

AUDIENCE. Yes, sir, we currently have—program—and this is in-
dicative of what they are doing today. It gives that—for soldiers to
discreetly express their desire. They feel

Mr. Dicks. Thank you. There is another question here about the
Pacific Northwest—special problem up there—I ask you that for
the record. Well, I didn’t want to take Sanford’s time. But I will
just do it for the record. I will just do it for the record.

I have to get back. Thank you, gentlemen.

Mr. EDWARDS. Mr. Bishop.
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SUICIDE PREVENTION

Mr. BisHOP. Thank you very much.

Let me take this opportunity to welcome all of you gentlemen
and let you know that I appreciate what you do for our enlisted
men and women.

I am particularly concerned, though, about the suicide problem,
particularly in the Army. I represent Fort Benning. And, of course,
I have a Marine Corps Logistics Base in Albany. I don’t think that
the Marine Corps suicide rate is quite as bad, although it does
bother me.

I wanted to share an anecdotal experience that I had just yester-
day. I received a call from a family member whose nephew was an
18-year veteran of Fort Benning, two tours in Iraq, and was in the
emergency room after having been taken there by a friend who is
also a sergeant, who went to another state, and retrieved him. He
had blacked out, been AWOL—found out that this soldier, after his
two tours, had gone through divorce, had not immediately put in
the papers for change of the quarters allowance, and as a con-
sequence was disciplined.

And in the recoupment of the housing allowance that was over-
paid, his paycheck was cut in half, which sent him into a financial
tizzy. Obviously, he was suffering PTSD, but after serious, serious
discipline, losing rank, as well as losing pay, he ended up being out
of touch with reality. He didn’t know where he was, and now is
hospitalized after being in the emergency room yesterday.

His discipline and the loss of the funds accelerated the onset of
the stress, which obviously, this sergeant, with whom I spoke yes-
terday, who is his friend who is looking after him says that PTSD
is absolutely a factor.

But this man apparently was not screened and he was dis-
ciplined. According to the sergeant, he was probably singled out
and leaned on very heavily, which could have had the result of a
suicide.

How are you getting the word down to the commanders of these
units that they have to be sensitive to the wounded warriors? What
will be the scope of the comprehensive soldier fitness program now?

It is a serious situation. I understand from talking with many of
the families of Iraqi veterans and Guard and Reserve families that
they bring a lot home with them in the way of PTSD.

Sergeant Major PRESTON. Sir, I will start. First, for the imme-
diate future, between 15 February and 15 March, the Army will
conduct a mandatory stand-down day for every unit and organiza-
tion across the Army. It is designed to go back in and re-look at
intervention and identification of those Soldiers potentially on the
edge of committing suicide.

We will then follow up with a mandatory chain-teaching pro-
gram, which, we have had a lot of success with the chain-teaching
program in October of 2007 on PTSD. It is designed to start at the
senior level, with the chief of staff of the Army, and allows com-
manders at the senior level to take their subordinate commanders
and, from a commander’s perspective, teach the case of PTSD,
teach what PTSD is, the symptoms, and, of course, how soldiers re-
ceive help.
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And then that permeates all the way down through the organiza-
tion to every level of command. So down at the company command
level, for our 3,000 companies across the active, Guard, and Re-
serve, every one will do a chain teach—their leadership within the
organization of, what are, the symptoms of suicide and what are
the things that we should be looking for?

If you go back 4 years ago, we were doing something right. Chain
teaching is designed to make sure that we are still doing all the
right things.

Sergeant Major KENT. The most important——

[The information follows:]

All Soldiers redeploying from the Theater of Operations are required to complete
the Post-Deployment Health Assessment (PDHA), either before leaving Theater or
shortly after redeployment. This policy has been in place since October 1998. The
PDHA screens for Post-Traumatic Stress Disorder (PTSD), major depression, con-
cerns about family issues, and concerns about drug and alcohol abuse. A primary
care provider reviews the form, interviews the Soldier as required, and refers the
Soldier to a behavioral health care provider when indicated.

Since January 2006 (retroactive to March 2005), all Soldiers have been required
to complete the Post-Deployment Health Reassessment (PDHRA) in the 90-to-180
day interval after redeployment. If the PDHRA identifies PTSD-related healthcare
needs, Soldiers are offered care through DoD military treatment facilities, Veterans
Affairs medical facilities, or by private healthcare providers through the TRICARE
network.

The Army Surgeon General directed in August 2007 that all recommendations for
a personality disorder (PD) discharge be reviewed by the military treatment facili-
ty’s Chief of Behavioral Health. The Surgeon General will be issuing additional
guidance to ensure (1) accuracy of diagnosis and (2) appropriate screening for PTSD
takes place prior to completion of separate actions.

All Soldiers pending discharge for selected administrative reasons are required by
Army Regulation 635-200 to receive a mental status evaluation. A new policy pub-
lished in May 2008 directs that Soldiers discharged for any reason related to mis-
conduct must be specifically screened for PTSD and mild Traumatic Brain Injury.

Mr. EDWARDS. I need to continue—second round. This is obvi-
ously very important.

Sergeant Major KENT. The most important thing, sir, is the stig-
ma. And they actually come from the leadership. They have to get
rid of the stigma that it is a problem if you come forward with
these issues. And that is the key right there, sir.

So I know our commandant has been pushing it hard to the lead-
ership that it is not a problem. You know, if they come forward,
we need to get them help.

Mr. BisHOP. Sometimes they don’t recognize their need for help
because they haven’t been screened.

Mr. EDWARDS. Mr. Israel.

Mr. ISRAEL. Thank you, Mr. Chairman.

EDUCATION BENEFITS

I want to focus for a moment on educational benefits and oppor-
tunities. Each of the witnesses alluded to educational benefits as
a retention tool, as a recruitment tool, as a quality-of-life enhance-
ment. As I noted earlier, I focused on this as a member of the
Armed Services Committee with Tke Skelton.

I don’t really need to explain the importance of it to you, but the
importance of it was explained to me by a young Marine officer,
Chris Myers, who was a military fellow serving in my office, sev-
eral years ago. Chris, who, when I have talked with him about the
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importance of linguistics and cultural awareness and preparation,
said to me, “Congressman, I know exactly what you mean. After
you kick in the door, you have to know what to say.” He was a
highly decorated Marine who was injured in Fallujah.

I visited West Point several years ago and talked to a group of
soldiers who told me that they were deployed in Iraq, fought, and
came back. During their dwell time, they went to Columbia Univer-
sity, got graduate degrees, then were deployed to Afghanistan,
where they thought that they were far more effective having gained
a strategic understanding and those type of skills.

Chief McKinley talked about the educational mobile program
that you have, as well as distance learning, and in-state tuition.
And I would add to that, in terms of the level of importance—talk-
ing about the tragedy of suicide rates. When people don’t believe
that they have a future or broader horizons, they believe there are
no alternatives.

So my question to each of you is, what can we be doing to en-
hance accessibility and educational opportunities, particularly at
the junior levels?

Sergeant Major PRESTON. And I think I can speak for all of us
Mr. Chairman, I will leave this for the record, but there are cur-
rently 35 states that support in-state tuition for servicemembers in
other states. And I really would like to see the rest of the states
also come on board to support, you know, our servicemembers that
are serving out there in all those states.

In-state tuition is not only for the servicemember, but also their
children that are going to school. Education is very important.

When you look across the Army, there are 450,000 soldiers right
now going to school. And this is not just brick-and-mortar profes-
sional development schools, but it is also online education. It is
Army correspondence courses. It is amazing how much education
is a very important part of all of our servicemembers’ careers. So
you are exactly right.

Sergeant Major KENT. Education is very important, sir. And—
spoke with you last weekend—we are actually standing up our
first—enlisted PME course, which is kicking off the ground. And it
is going to be speaking on an operational level and—things, so that
is going to be a good thing for us in the future, sir. So we are really
pushing on the PME——

Mr. ISRAEL. Thank you.

[The information follows:]

As part of the Year of the Noncommissioned Officer, the Army is accelerating
changes to how the Army trains, educates and assigns noncommissioned officers
(NCOs). The NCO Lifelong Learning Strategy is the capstone NCO cohort initiative
that synchronizes all aspects of development through a holistic/integrated develop-
ment approach that fosters continuous learning; synchronizes training and edu-
cation with the requirements of an Army at war.

Central to this strategy is Warrior University (WU) which affords Soldiers access
to information through a single interface, the Army Career Tracker (ACT). ACT is
a portal serving as an information service broker for Soldiers to plan and track their
own career development. ACT allows every Soldier to view Army training, experien-
tial learning, and education data from a single interface. It provides every Soldier
with an accurate picture of their completed training and life-long training tran-
script. Leaders will be able to provide more effective mentoring and develop action-
able recommendations for their Soldiers by using ACT to identify training and

learning opportunities. WU facilitates commonality and currency of learning mate-
rials to ensure training and education resources are maximized. ACT’s course cata-
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log helps to synchronize training and education and 31gn1ﬁcantly reduces the time
and effort that previously went into scheduling and resourcin

Another aspect of WU is the College of the American Soldler (CAS). CAS is a part-
nership between the Army and participating colleges and universities to expand ci-
vilian educational opportunities for NCOs. CAS links the NCO Education System
(NCOES) course evaluations with specific degree requirements and allows Soldiers
to determine which NCOES courses will transfer as equivalent college credit. When
fully implemented, CAS will provide a specific map Soldiers can follow in order to
pursue and attain a college degree. The Army is also working with partner colleges
and universities to create an advanced degree program for career NCOs.

Master Chief WEST. Yes, sir, I would say the same. We are push-
ing hard in the Navy too. Naval Education and Training, is looking
for all opportunities and all venues to get to our Sailors out there.
We even take, as you probably know, sir, courses which go afloat
with our ships when we go. Education onboard our bigger ships has
been a huge success for us.

We are making headway. Do we have room to go? Yes, sir, we
do. But we are making a lot of headway.

Chief Master Sergeant MCKINLEY. Sir, we have the Community
College of the Air Force since about 1974. We have graduated over
350,000 Airmen. The last two years, we have graduated the most
we have ever had per year. We just started last summer the asso-
ciate to bachelor program where you take your Community College
of the Air Force degree, and we can apply that toward a bachelor’s
degree. We have now 35 colleges on board that you can take all 64
credit hours from the Air Force degree, and apply that toward a
bachelor’s degree.

We believe education is very important to keep our people point-
ed in the right direction. And when they do choose to leave our Air
Force, they are going to be better citizens.

Mr. ISRAEL. Mr. Chairman, one of the most fascinating things I
was involved in as a member of the Armed Services Committee was
doing an all-day conference on professional military education that
General Petraeus attended—and, after—this conference, the con-
clusion was everybody understands the value of education, but we
ma;}r1 be too busy to learn, and operation tempo really is the obstacle
to that.

And so it is important that we put value into this, but we also
have to put budgets in and we have to put scheduling in. And I
hope—each of our witnesses and—all interested parties—figure out
ways we can make this happen

Thank you, Mr. Chairman.

Mr. EDWARDS. That is right. Thank you, Mr. Israel.

And T am glad we took a step in the right direction. I think I
had asked Mr. Miller, and he agreed, to put into an amendment
in the higher education bill last year to say, if you have a son or
daughter who started school in, say, Tennessee and your country
has asked the family to move to Fort Hood in Texas, in Mr.
Carter’s district, then that son or daughter will continue their in-
state tuition until they finish.

I know there are other steps to take, but I think that was an im-
portant step forward to stop punishing military families, because
our country asks them to move from one state to another.

And, Mr. Israel, your leadership on this subcommittee and work-
ing with the Defense Appropriations Committee will make a real
difference on that issue.
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Mr. ISRAEL. Thank you, Mr. Chairman.
GUARD AND RESERVE QUALITY OF LIFE ISSUES

Mr. EDWARDS. Thank you.

Let me just finish the first round of questioning. Let me ask
Master Chief Wright and Sergeant Major Gipe and Sergeant Major
Caffie if each of you—and I am going to stick to the 5 minutes
here—if each of you could just add any additional points on qual-
ity-of-life issues that you think perhaps maybe need special atten-
tion for members of the Guard and Reserve.

Sergeant Major.

DEMOBILIZATION PROCESS

Sergeant Major CAFFIE. Thank you, Mr. Chairman. My name is
Leon Caffie. I am the command sergeant major for the U.S. Army
Reserve. Let me please address something that was said earlier
about our Reserve and National Guard soldiers, that once they re-
turn home, they are left pretty much alone. We have changed that,
Mr. Chairman.

The Warrior and Family Assistance program is where the Army
Reserve starts counseling families—once the soldier receives a let-
ter of intent that they will be mobilized and deployed, we start
counseling at that stage. This consists of counseling when they re-
turn from the theater.

We continue to work closely with the families. We have hired 127
family readiness assistants throughout the Army Reserve in all 50
states and four territories. I have Army Reserve soldiers in—issues
that we are dealing with that—when we passed the bill last year
that—for our National Guard and Army Reserve soldiers still
capped at age 60.

One component of that, if you were deployed for 90 days, you
could—so many days from that particular year. What we failed to
do is make it—soldiers that were deployed in 2001 and 2002. It is
gne of the major concerns that I am getting pushback from my sol-

iers.

As we continue to transform the Army Reserve, we still run into
difficulty with—we will work our way through that. I think last
year I brought to your attention about IDT travel, some forms——

Mr. EDWARDS. Right.

Sergeant Major CAFFIE. But other than that, I think we have
made tremendous progress since last year. And thank you for what
this committee have done to support my organization.

Mr. EDWARDS. Great. Thank you, Sergeant Major.

Sergeant Major Gipe.

Sergeant Major GIPE. Thank you, Mr. Chairman.

Mr. EDWARDS. If you could just—out of the respect for the Navy,
take about a minute-and-a-half. We will give the Navy——

Sergeant Major GIPE. I will do that, sir.

Mr. EDWARDS. Thank you.

Sergeant Major GIPE. I am from Kentucky, but I can speak fast
when I need to. I do want to correct one error. I said we had nine
suicides the first quarter. It was only six. So that is an improve-
ment. It is still way too many.
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A couple of things that we need. I appreciate all of this commit-
tee’s support. Some of the things that we need to continue to work
is the funding for the yellow ribbon legislation that was passed last
year. It is critical to support our soldiers’ pre-deployment, during
deployment, and on return with regards to some of the issues we
have been dealing with here today, as well as their families.

TRICARE providers is where we end up having the biggest issue
when our soldiers come back home. For instance my daughter at-
tended college in Bowling Green, Kentucky, she had to go 48 miles
to ﬁl?dha gynecologist that would accept TRICARE. So we have to
work that.

EMPLOYER SUPPORT FOR THE GUARD AND RESERVE

One thing that I think we really need to work—it is not really
the committee thing here, it is more of a congressional thing—is
employer support. We don’t do enough to support the employers out
there that support our troops.

And 50 percent of the Army has employers outside of their ac-
tive-duty time. And we have to do something that rewards those
employers who do support us for—because it is extremely critical.

MILCON

And then the last thing I would suggest is military construction.
Over 69 percent of our buildings are 50 years or older.

Mr. EDWARDS. Sixty-nine percent are 50 years or older?

Sergeant Major GIPE. Yes, sir. So we have a lot of opportunities
out there and things that would go well with an economic stimulus.

So I will turn it over to my:

Mr. FARR. Can I follow up on that question?

Mr. EDWARDS. Sure.

Mr. FARR. What is happening—we have a big RCI project, but
now that the community housing prices have dropped so much,
even though these houses are primo houses, a lot of the families
will opt to live in a community where they never would have before
because the rents were too high.

So it is more than just building new housing on base. It is sort
of getting that culture of living back on base—to think about. Why
are you are not using the housing we have built? You can’t com-
plain about it. It has everything, childcare——

Mr. EDWARDS. That is an interesting—I hadn’t thought about
people moving off-base because of lower housing. So we will look
into that.

Master Chief Wright.

Master Chief WRIGHT. Chairman Edwards, thank you for the op-
portunity, gentlemen.

Really, I just want to say that the Sailors that are coming back,
once we start the mobilization process, education is provided all the
way thdrough. And I have to echo what the fine gentleman before
me said.

The process that the Navy is using is the Returning Warrior Pro-
gram. And what happens with that is, once these Sailors return
home, they have an opportunity to go away to a resort. It is a nice
place for the family to go where they want to attend. It is totally
volunteer.
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And they have an opportunity to sit down and get guidance from
leadership, the colonels, generals that walk in and say, “I have had
a problem with post-traumatic stress,” and they go through their
leadership, where the message is coming from the top, that it is
okay for that young Sailor—to say, “I have an issue.”

The opportunities are there for them to get counseling, get finan-
cial counseling, Military OneSource, and information on mental
health issues. From this point on, we have conducted about 31
events since fiscal year 2007. And we have had over 2,200 partici-
pants.

I have attended one of those. And we have leadership ensure
they attend. But I have seen folks that walk in with their arms
crossed, saying, “You can’t do anything for me.” And by Sunday
afternoon, when they leave, they are saying, “Thank you. I didn’t
know that the Navy and military really cared about me.”

And there has been outstanding opportunities, especially when
they are able to sit down at the roundtable. The military member
has dealt with a lot of issues while they are deployed, while their
spouse has dealt with the heating blowing out, the car blowing out.
And once they had the opportunity to interact, it all comes together
and there is a lot of healing that goes on.

And the other side of it is the TRICARE, making sure we have
the providers for that. The distance and travel are areas of concern.
I have Sailors that are traveling from one coast to another because
they love the Navy. They are losing money. When I have a Sailor
that is doing it, and they are actually losing money that weekend,
but—every weekend, I can’t ask for any more, sir.

I mean, they are there because they are doing relevant work, and
we know they are making a difference.

Mr. EDWARDS. Okay.

Master Chief WRIGHT. They are volunteering to keep doing that.

Mr. EDWARDS. Thank you, Master Chief.

Master Chief WRIGHT. Thank you, sir.

Mr. EDWARDS. To begin the second round, we will begin with Mr.
Wamp, Mr. Farr, and then Mr. Crenshaw.

Mr. Wamp.

FINANCIAL ASSISTANCE PROGRAMS

Mr. Wamp. Well, I have several questions in different directions,
but picking up on what Ander Crenshaw raised and the Master
Sergeant just talked about on the financial side of the troops, do
we have more payday lending and predatory lending? You talked
about their cars breaking down.

How many of them are still turning to finance vehicles that are
not good for them? Do we know if we are moving toward alter-
natives? This is such a hard time for everybody, and last year, gas
prices went through the roof. That becomes an issue, and people
are upside-down.

What are you seeing? Is there anything we need to do, in terms
of predatory activity around our troops that might be upside-down,
to take some of the stress off the family, because it 1s all about
staying ahead?

Sergeant Major PRESTON. Sir, I don’t have any specific numbers,
but talking with soldiers and their families when the gas prices
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were very high, it was very, very tough on them. And you have 67
percent of married soldiers living off the installation. That means
that they are commuting back and forth everyday to work. And, it
is just the cost of living every day that has gone up.

And I also sit on the Board of Directors for the Army Air Force
Exchange Service (AAFES), along with Chief Master Sergeant
McKinley. One of the things we noticed were the financial statis-
tics. The sales in AAFES actually went up.

And when you look at the rest of the economy, Wal-Mart was the
only other one going up. So obviously, the soldiers and
servicemembers are shopping at those places where, they can get
the best buy.

Sergeant Major KENT. It is some hard times out there, sir. Pay-
day lenders was a big problem out in California in the Camp Pen-
dleton area. It assisted our marines/sailors when California passed
a state law for payday lenders. And the lenders have I mean, they
pretty much are going out of business because of the law that they
passed in California.

And, also, we have been very active down at Camp Pendleton,
you know, teaching them, you know—about the financial manage-
ment.

Master Chief WEST. Sir, we have held both lectures, seminars,
training on not only predatory lending, but the financial respon-
sibilities for our Sailors and we have seen a decrease in it. And
what we have, with the Navy-Marine Corps Relief Society is called
the Quick Assist Loan. It is QAL. It is a fund of about $300 in one
shot. And when I say one shot, it is you walk in, you walk out with
a check. It is a huge success for us.

What we have seen is an increase, but they pay them back. It
gets them past what they need to get to, to get on course again.
We have really hit that hard and I think that we are headed in
the right direction.

Our Fleet and Family Support Centers have made that a pri-
ority. And they have gone proactive on the waterfronts, as well. I
don’t have the numbers, but we have gotten 137,000 of our Sailors
touched this past year, which is a 51 percent increase over 2007.
So we are more out.

Chief Master Sergeant MCKINLEY. Sir, with the Air Force, it
starts in the recruiting office. We make sure that, before we recruit
somebody, that they don’t have a debt ratio that is going to set
them up for failure for the future.

Once we get them to basic training, even in basic training we
teach them financial counseling and how to manage a budget and
be smart about the future. They get that when they arrive at their
first duty location and hopefully set them up for success in the fu-
ture to spend wisely.

And the bill we passed on predatory lending, I think, was a tre-
mendous success. Thank you very much for making that happen.

HOME PORT ASHORE

Mr. WaMP. Maybe we are running out of time, but, Master Chief
West, on the home port ashore provision, because I know when I

went out on the USS HARRY TRUMAN, I told you about that this
morning, it was pretty tight quarters.
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Master Chief WEST. Yes, sir.

Mr. WAMP. They are out there for a long period of time, unlike
the other services when they get in. Give us a little bit more detail
about what we can do to help you when soldiers are home so that
quality of life is good enough for them to go back out to sea for 6
months.

Master Chief WEST. Yes, sir. As I pointed out we have about
9,000 of our Sailors that are on a ship. Until you have done that
and experienced it, it is a pretty tough environment out there for
sailors. My hat is off to them every single day.

So now we have a master housing plan that we are presenting
to the CNO in a couple of weeks which will provide I guess a land-
scape on what we can do. Through a Public-Private Venture (PPV),
one of which is out in California, Pacific Beacon. I will take you if
you haven’t seen that. I would welcome you to come. I will even
show you the great quality-of-life living, which is going to put
about 2,900 spaces. And then, down in Virginia, in Hampton
Roads, about 3,600 spaces.

Our challenge right now is really in three locations, but we cer-
tainly do need that help. But our three locations are Norfolk, Vir-
ginia. We have, again, about 5,700 of our Sailors living on board
the ships. In Yokosuka, Japan, about 700 and in California, about
700.

Even with the plan in place, it is going to be very tough for us
to get these folks ashore. One of the things that we are asking to
do is double up, go through the Marine Corps model and the college
model, for that matter, sort of the one-plus-one, put a couple of our
young Sailors in there. I will tell you this is a success story out in
Japan, even though we have a shortfall there, we have had a sig-
nificant decrease in the amount of incidents out on the economy.
And you know as well as I do, it is a big deal anywhere, but more
so in Japan with American Sailors.

I do have a couple of slides that do show that, sir. And I just
don’t want to get too deep into it, but it shows the number of beds
the number of our Sailors because, again, as I pointed out earlier
to Congressman Dicks, I do believe that you give a Sailor WiFi and
a computer, that is what they want, really just to get away, get
away from that ship.

So I would ask this committee for support. And I am sure the
bachelor housing area really needs some support there. And, also,
go in and view a lot of our buildings are aging, as well. That is one
thing that we have to tackle.

Mr. EDWARDS. Thank you, Mr. Wamp. [Laughter.]

We will go with Mr. Farr, Mr. Crenshaw, and then Mr. Berry.

Mr. Farr.

CROSS-CULTURAL TRAINING

Mr. FARR. Thank you very much.

Again, thank you for all this good, lovely dialogue. I have a lot
of questions, one I would like to follow up on is something that I
am very interested in, and that is really trying to integrate the ca-
pabilities of the services and the interagency with our allies—part-
ners across the full spectrum of operations.
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We have learned in this committee that our military are the best
in the world at being able to go anywhere at any time, kick down
any door, do anything we have to do. But we have not done a very
good job at winning hearts and minds. And we can get in, but we
can’t get out.

My whole experience was in the Peace Corps where you actually
had to work yourself out of a job. What I have seen is that soldiers,
a lot of them, get really interested in cross-cultural experiences,
young kids parachuting into another culture and other languages,
the conditions of poverty, and so on, and develop an interest in
sharing American values with host country folks.

I think that is a much longer and stronger effort. But the only
people I think are going to do effective nation-building are our mili-
tary, because they are on the ground. You can do wells. You can
do schools. You can do things like that.

I am concerned that we have 33,000 U.S. contractors performing
for the Army. And I wonder, is that getting in the way—is there
a way that we can do that? Can the military decrease violence and
leave it better than they found it?

What are we missing in this? Because it is the soldiers on the
ground—embassies are all locked up and nobody can go out with-
out being guarded, and same with USAID. But I have heard out
at conferences at the Naval Postgraduate School that the inter-
national nongovernmental organizations are on the ground with
the soldiers.

And the one thing they and the military have in common, they
are both getting shot at. And they are both trying to do the same—
the military for security purposes, but in the end, to make it secure
for what?

Sergeant Major PRESTON. Sir, I would encourage you to get out
and visit with our soldiers. And I will give you a couple of exam-
ples, because the Army has done a magnificent job at working itself
out of a job. As I travel around, I get a lot of questions from young
soldiers about—in Iraq and Afghanistan, but historically we have
done a magnificent job.

In Bosnia, December 1995, 20,000 soldiers went there. November
of 2004, when we pulled out, there were less than 900 soldiers
there. So it took us 8 years to go from 20,000 soldiers to less than
900, and then we handed that mission over to the European Union.

Mr. FARR [continuing]. Bosnia now?

Sergeant Major PRESTON. Just a couple of people in the head-
quarters. That is it.

Kosovo, spring, summer of 1999, 14,000 soldiers that were part
of that campaign. Today, the Army National Guard has about
1,400 there. And, they have done a magnificent job over there at
building. It is helping the government become operational, and it
is the government at all levels. It is at the national level. It is the
county, province, down to all the small towns and villages.

But you have to get the government operational. And then it is
training the security forces to take our place. And as those security
forces become competent, that allows us—and I will give you a cou-
ple of quick stories from Iraq and Afghanistan.

Mr. FARR. Do our soldiers need more language training, cultural
training?
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Sergeant Major PRESTON. We have worked very hard. The last
couple of years, across the board, cultural training comes before
any one deploys, as well as language training.

And when we look at the different language schools that are out
there, we are leveraging that right now. And there are soldiers in
every unit and organization that are deploying right now that are
taking language training.

I will give you a quick story. I was just at Fort Polk with the
56th Stryker Brigade out of the Pennsylvania Guard. And he was
one of their trainers. And I asked him how long he had been and
he said, “Sir, I have only been here about 7 months.”

And I said, “Where were you at before that?” He said, “I was in
Iraq. I was in Baghdad. I was on a training team.”

And I said, “Well, what did you think of that?” And he said, “Sir,
I would go back in a minute.” And I said, “Well, why do you say
that?” And he said, “Because I was able to make a difference and
it was the friendships that were developing.”

And he said that, “I was out everyday with a squad of Iraqi sol-
diers that I helped train. And one day, we came under fire. There
was a sniper that was firing at us. We took cover behind a concrete
barrier. And as I came up to shoot my weapon, Sergeant Oman,
who was—I was, you know, his teacher, he pushes me back down
behind the concrete barrier and he says, ‘Stay down.””

“And, of course, I told him, ‘Oman, I have to get up. I have to
be able to shoot.” And Oman told him, ‘Stay down. Today is not
your day to die.”” And that was the kind of close bonding relation-
ships between us and the Iraqi soldiers.

I was just there in November. I spoke with Command Sergeant
Major Adel, who is the sergeant major of the Iraqi army, a close,
personal friend of mine. And I was there for their third annual sen-
ior NCO conference and there with all of his division command ser-
geant majors, across the Iraqi army, and we are all brothers, and
we are very close friends in what we are doing right now to help
each other.

In Afghanistan, the sergeant major of the army is Rashan. He is
a graduate of class 56 at our—United States Army—Sergeants
Major Academy. He is half-American and spent an entire year
down there going through the school.

And, when you look at the relationships and what he and with
the chief of staff of the Afghan army, General Bishmail Kahn, who
spoke at their conference in November; I told General Casey that,
when he sat up there and spoke, if he had been wearing one of our
uniforms and speaking English, you would have thought he was
one of our American generals, because he was saying all the right
things.

We have done a lot of things. And I can tell you about——

Mr. FARR. How about contractors?

Sergeant Major PRESTON. We have contractors out there, but
they are really in support of the soldiers there on the ground. And,
we don’t have enough of the combat support, service support kind
of functions that those contractors right now are doing.

Mr. EDWARDS. Brief statement?

Master Chief WEST. Sir, as that question was asked, I was com-
ing up out of my chair, because, I will tell you, it is a great ques-



103

tion. We are working almost every day with NGOs, or nongovern-
mental organizations.

We have deployed COMFORT and MERCY. You talk about win-
ning the hearts and minds of all these countries. It is an incredible
thing to see, the capability those ships bring, and more impor-
tantly, how many people line up and want us back.

We use our amphibs in that way, but we also have over 12,000
of our Sailors right now on the ground over there in Iraq and Af-
ghanistan, up in the hills, and in the provisional reconstruction
teams.

I was just out there with our CNO. And we got to fly out to a
place where they are building some schools and all that stuff. It is
incredible. It is incredible the way those countries and those people
come to us and want our help.

REBUILDING IRAQ

So I have to tell you, your Navy is out there. We are engaging
every single day with those NGOs. And it is just an incredible feel-
ing.

But if you are ever either in San Diego or able to come down to
the COMFORT or the MERCY, please, I will give you a personal
tour.

Sergeant Major KENT. Can I make a 30-second comment, sir?

Mr. EDWARDS. Sure, go ahead.

Sergeant Major KENT. Western Iraq used to be a bloody place.
I was there in 2004 and 2005. And the Marines today over there
are able to turn off kicking in the doors and they are out there ac-
tually helping the locals each and every day.

That is the young PFCs on the ground. They know when to turn
it on and kick down doors and when to turn it off and help the
Iraqi people.

Mr. EDWARDS. That is great.

Chief Master Sergeant MCKINLEY. Sir, just a second?

Mr. EDWARDS. Yes.

Chief Master Sergeant MCKINLEY. It is not only Iraq and Af-
ghanistan, sir, but we are doing capacity-building in many coun-
tries, whether it be in the Pacific, to South America, from the Afri-
can continent to all over Europe. And more funding to help with
this would be fantastic.

But to build the military through professional military education
and so forth through our Combatant Commands (COCOMs) and
each one of our services is a great thing. And it is going to make
us all safer in the long run.

Mr. EDWARDS. Okay. Thank you all.

Mr. Crenshaw.

Mr. CRENSHAW. Thank you, Mr. Chairman.

QUALITY OF MILITARY HEALTHCARE

Yes, that whole discussion—that—you really can’t surge friend-
ship, and the things that you are doing in the front end, such as
Southern Command (SOUTHCOM), in the Caribbean, those poten-
tial hotspots I think what your men and women are doing, just to
build relationships, you just don’t walk in one day and say, “Now
we are your friend”—let me go back to—we started the conversa-
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tion about a specific part of health care, suicide prevention—big
picture, health care is so important, the quality of life of not only
the men and women who serve, but the families.

And I know we have done a lot—the Chairman has been real ac-
tive in the military construction projects. We have built some new
f%cilities, new clinics, new hospitals. And we want to keep on doing
that.

But I want to ask you all, just in terms of overall health care,
just the delivery of health care, what would you say are the good
things that we do? What are some of the things that we ought to
do better?

And what do you hear—what do your troops say when they talk
about health care? What are some of the, when people are sitting
around talking, “We wish you did a little better,” or, “We are really
thankful for this part or that part,” can you touch on that, just
some real-world examples that you see? Because I have to believe
that is so important for families, particularly.

ARMY FAMILY ACTION PLAN

Sergeant Major PRESTON. Sir, I will start. Last week, we had the
Army Family Action Plan. And this is a conference that we did
here in D.C., but it stems out and it starts all around the Army,
overseas, as well.

And it starts with the soldiers and families at installations and
they raise issues to those representatives at the installation level
to present to the annual conference. And then to the leadership.

The Secretary of the Army and the chief of staff of the Army are
there—and one of the top five issues that was raised this last week
that has now been added is there is a shortage of medical providers
in military treatment facilities.

And that is hands down, has always been a concern out there as
you travel around. It is accessibility and availability. The quality
of the care is very good, once you get into it, but it is accessibility,
it is availability.

TRICARE

And, of course, we have tried to stem that by partnering with
medical communities and facilities off post as well, but there 1s still
not enough. The Army is very big, and being able to get out there
into all those remote sites, as Command Sergeant Major Gipe,
Command Sergeant Major Caffie said, it is to TRICARE pro-
viders—to travel to get somebody that takes TRICARE. And that
is a concern.

Sergeant Major KENT. The quality of medical service is very
good, sir, but the shortage of doctors is the issue.

Master Chief WEST. Sir, the same here. I will tell you, I could
not be happier with our Navy medicine and Marine Corps aspect.
They do a lot of good things.

I would say if there is any one thing, it is continue to keep that
ball in the air for us. You know, sir, you drop that ball, and we
start missing things, but, you know, you see the assistance you
could provide, that would really be of value.

Chief Master Sergeant MCKINLEY. Sir, I think we have come a
very long way since 1995 when we started TRICARE. But I think
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one of the big improvements we can do to make it more attractive
for civilian health care providers is to take out a lot of the bureauc-
racy that we can right now.

You may have someone who goes to visit a doctor’s office—Blue
Cross-Blue Shield in just a matter of a few minutes—to see the
doctor, and the paperwork is taken care of. You go to the doctor
with TRICARE and it is an hour’s worth of paperwork. And a lot
of doctors just don’t want to put up with it.

We need to clear up the bureaucracy and make it easier and
more attractive for civilian doctors that want to take

Mr. CRENSHAW. Thank you, sir.

Mr. EDWARDS. Thanks. Before I recognize Mr. Berry, I want to
take the privilege of welcoming to our subcommittee Mrs. Zach
Wamp, Kim Wamp, and their son, Weston.

And as chairman of the committee, let me—I don’t want to em-
barrass the ranking member of the committee in your presence, but
I want to thank you both for the sacrifices you have made, for the
time Zach often has to spend away from family, to his leadership
in this committee. We are thrilled to have you both. The sub-
committee is very privileged to have Zach as our ranking member.

Zach, would you like to——

Mr. WaMp. T am going to rat out my son, who is a senior at the
University of Tennessee and about to graduate magna cum laude
May the 1st. He and Kim are here for the National Prayer Break-
fast, which I am very involved in each week, and they just came
into town.

But they had not been to a committee hearing in this room since
I joined as ranking member. I have to tell you that my son, when
you were under consideration as Vice President, started rooting for
that ticket just because of our relationship. So you had one Repub-
lican working for you, so—at least we would have somebody in the
White House that we know.

Mr. EDWARDS. And my Republican campaign opponent was root-
ing for me, as well. But, Weston, thank you—thank you very much.
[Laughter.]

And it is great to have you both here.

I think the top enlisted leaders of our services that are here sym-
bolize the people making a difference for our country, and our mili-
tary aren’t only those that have on the uniform or wear the title
of member of Congress, but spouses and the children. So we wel-
come you.

Mr. Berry.

Mr. BERRY. Well, I would just thank all of you for your service
and the great job you do. I think this committee is committed to
doing the best that we can to see that you have what you need to
do that job and do it well.

Master Chief West, you are from the same neck of the woods as
our colleague, Mr. Wamp. I am wondering, what made you turn out
so well? [Laughter.]

Master Chief WEST. Sir, I just have to say that I am just across
the Georgia line.

Mr. BERRY. That explains it. Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Berry.
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And welcome back to the subcommittee. You have been a great
member of the subcommittee. And you are here personally at every
committee hearing unless you have an absolute conflict with other
hearings. And we thank you for that. Thank you for being here.

TOP QUALITY OF LIFE ISSUES

Let me continue a tradition of this subcommittee, if I could, and
just ask each of you really two questions. First would be, in terms
of quality-of-life morale issues, would it be fair for me to say, or
to conclude from your comments, that time away from family is
number-one right now? Would that be a yes—let the record show
that time away from family is the number-one quality-of-life issue
right now.

Moving beyond that and putting aside pay, because we know
that is always crucial to those serving our country, if we were to
be arbitrary and to, say, take education, whether it is for the serv-
iceman or woman or their family, education, health care, housing,
and daycare, while we have a responsibility to address all of those
four areas, could I ask you to make your own judgment and say,
speaking for your respective servicemen and women and their fami-
lies, which would you rank as the number-one challenge where we
need to put more resources? What would be number two, number
three, if you want to?

Sergeant Major KENT [continuing]. Marine barracks?

Mr. EDWARDS. Yes.

Sergeant Major KENT. I would—sir.

Mr. EDWARDS. So barracks improvement——

Sergeant Major KENT. Yes, sir.

Mr. EDWARDS. Okay.

Sergeant Major KENT. As we grow the force, we are going to need
other space.

Mr. EDWARDS. Okay. How about second, Sergeant Major?

Sergeant Major KENT. Second would be daycare, sir.

Mr. EDWARDS. Okay. Daycare after barracks?

Sergeant Major KENT. Yes, sir.

Mr. EDWARDS. Okay.

Sergeant Major Preston.

Sergeant Major PRESTON. Childcare which is working in the
right direction and is a priority right now, but childcare, barracks
are the top two, and then health care.

Mr. EDWARDS. Okay. The two of you, the sense is we have made
progress on family housing. It is not that we need to stop, draw a
line in the sand and stop improving military family housing, but
we at least—our servicemen and women—and they are seeing real
change, so we are behind the curve more on barracks versus family
housing?

Master Chief West.

Master Chief WEST. Sir, I have to agree over here. I will tell you,
the bachelor housing is absolutely the number-one priority. With
that said, the family housing, what this committee has done and
through our PPV partnerships, is phenomenal. In my 28 years in
the Navy, I have never seen better housing and daycare is another
one. I know we have made huge strides. We have a very successful
rate as we roll out, so we are making headway there.
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And also with health care, we have to keep all three of those up
in the air, but my number-one priority without a doubt is housing.

Mr. EDWARDS. Okay.

Master Chief WEST. Bachelor housing.

Mr. EDWARDS. Okay, bachelor housing.

Master Chief WEST. Yes, sir.

Mr. EDWARDS. Chief Master Sergeant McKinley.

Chief Master Sergeant MCKINLEY. Sir, I don’t think that I would
really necessarily put them as a one-two-three. I think it is a pack-
age deal. You know, I think each one of them are equally impor-
tant. And you can’t really have one without the other, so we have
made tremendous strides in each one of those. But each one of
those is still very important.

Mr. EDWARDS. Sure. And I don’t want to make the third or fourth
list on the priority list seem less important, because they are very
important. But if you only had enough money to put into one of
those four areas, where would you put that money?

Chief Master Sergeant MCKINLEY. Continue with housing. I
think housing is very

Mr. EDWARDS. Family housing or barracks?

Chief Master Sergeant MCKINLEY. Both.

Mr. EDWARDS. All right, if you could only put money into bar-
racks or family housing, where would you put it?

Chief Master Sergeant MCKINLEY. I would right now put it into
barracks, because we still have Airmen out there living in barracks
that are very old. The infrastructure needs to be redone. You can’t
put lipstick on a pig.

Mr. EDWARDS. Right. Right.

Chief Master Sergeant MCKINLEY. You have heard that one be-
fore. So you have to go in and work with infrastructure. And that
takes money.

Mr. EDWARDS. Okay. And forgive me for trying to put you in a
box, but I think just trying to get that sense of priorities, with lim-
ited resources—we don’t have an unlimited check here. We should
not ignore any of those areas. We want to keep making the kind
of progress we have had in the last several years in all of these
areas, but that is good to know.

Mr. FARR. Is your BAH for a barrack the same as for a house?
If you stay in a barrack, you still receive a housing allowance, don’t
you? Or if you stay in a house on base, you pay your

Master Chief WEST. You forfeit, at that point, your BAH, if you
stay. However if you have a public-private venture, then you do get
paid the BAH, but then you turn around and hand it back to the
PPV.

Mr. FARR. Are the economics better for the private venture, bet-
ter in building housing than in building barracks?

Master Chief WEST. We have a few barracks that are going PPV.

BASIC ALLOWANCE FOR HOUSING

Sergeant Major PRESTON. What you have to look at is that, for
a married soldier, they receive a basic allowance for housing. And
they have a choice. They can
Mr. FARR. On-base or off-base?
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Sergeant Major PRESTON. On-base or off-base. But they pay ei-
ther way. But for the single soldier, they don’t receive a housing
allowance if they are living in a barracks. And, of course, if you
want them to live off-base—and we have done that to free up space
in the barracks we have taken some of our senior noncommissioned
officers who are single and paid them an allowance for housing to
all(l)lw them to go off and find an apartment, but, that is a cost, as
well.

Mr. EDWARDS. Could I ask Master Chief Wright and Sergeant
Major Gipe and Sergeant Major Caffie. Starting with you, Master
Chief Wright, could you come up to Mr. Carter’s seat again? And
you don’t have to choose from those same 4, because housing,
health care, education are obviously different sometimes in terms
of the challenges for the members of the Guard and Reserve.

But the quality-of-life issues, what would be the first, second,
and third priorities that Congress needs to take a look at, in terms
of supporting quality of life and morale for our members of the
Guard and Reserve?

Master Chief Wright.

Master Chief WRIGHT. Thank you, sir. Just trying to do some
quick thinking here. But I think the distance and travel, I think
that is a main one.

Number one.

Mr. EDWARDS. Any other of the concerns you hear?

Master Chief WRIGHT. The other is TRICARE, a follow-on with
that. I know they are paid at the Medicaid levels. And a lot of
times, when you are dealing with the medical facilities and the pro-
viders, it is all about the patriotism. They are looking at the flag,
and that is wonderful, but there is not a lot of incentive there for
it.

And on the other side of it, just making sure we have good, qual-
ity facilities for these folks to come and train, too. A majority of
that time, they are training with the units and doing everything
they have to. But when they are at the reserve site, or the NOSC,
Navy Operational Support Center, they have quality facilities to
work in.

Mr. EDWARDS. Okay.

Master Chief WRIGHT. These are my top 3, sir.

Mr. EDWARDS. Thank you, Master Chief.

Sergeant Major Gipe.

Sergeant Major GIPE. Again, sir, without a doubt, health care is
our number-one issue. Education is up there, but with the G.I. Bill
and most states providing tuition assistance for Guard and Reserve
members, so without a doubt it is the TRICARE and the yellow rib-
bon piece of the health care that relates to post-traumatic and
those kind of——

Mr. EDWARDS. What training equipment——

Sergeant Major GIPE. We are doing very, very well on the equip-
ping course. We are not where we need to be yet, but there is a
plan to get there. And the funding is dedicated long term to get
there.

The military construction to improve the facilities that we have
to train in would have to be up there, as well. But there is a great
plan in place for—up there. And the Army has done a phenomenal
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job with getting this, as well as Congress, funding the money for
that.

Mr. EDWARDS. Thanks, Sergeant Major.

Sergeant Major GIPE. Thank you. Yes, sir. That is really what
the issue is. It is the provider issue. And then we alluded to Mili-
tary OneSource for counseling sessions and the online things.

Things are getting better all the time, but TRICARE providers
is a huge issue for us, because they are just not out there and
available and where they should be. If we could get that fixed, that
would be huge.

Mr. FARr. Military clinic are for the uniformed military per-
sonnel, but the spouses and children have to go to the private sec-
tor, and they don’t want to take TRICARE reimbursements——

Sergeant Major GIPE. Of course, we have many soldiers that
don’t live anywhere near a military facility, so

Mr. EDWARDS. Thanks, Sergeant Major.

Sergeant Major Caffie.

Sergeant Major CAFFIE. Thank you, Mr. Chairman.

Priority number one for me would be health care. I think we
have already addressed the issues with bureaucracy and paper
flow. We need to enhance the—physicians and nurses within that
program.

Second for me would be the distance. As we transform—primary
concern. I have soldiers driving excess to 250 to 300 miles—that we
do not compensate them for.

And third would be equipment and renovating the installations
that I have—Reserve.

Mr. EDWARDS. Thank you all.

Any members—any of you want to follow up on that? Okay.

Mr. Carter.

Mr. CARTER. Thank you, Mr. Chairman.

Mr. EDWARDS. Welcome back to the subcommittee——

Mr. CARTER. I would like to thank these fine gentlemen for being
with us, and I apologize for being late. I had to go to a meeting
with the leadership.

AGING FAMILY HOUSING

Sergeant Major Preston, I want to talk to you a little bit about
this Army Family Covenant you talked about. Chairman Edwards
has played a major role in establishing RCI, the housing program.
We have made great strides in military housing. We are all well
aware of it, as all of you are.

However, 1 visit Fort Hood many times each year and have
toured several times a housing area called Chaffee Village. Are you
familiar with Chaffee Village?

I don’t know what year it was built, but it had to be in the 1950s,
because it looks old. Chaffee Village has 674 units for enlisted sol-
diers and their families, and is part of the RCI program. We are
spending about $40,000 a unit to make them more livable, but,
quite frankly, this is, in my opinion, like putting lipstick on a pig.

I mean, these are old units. We are patching them up, but in re-
ality, there is nothing around here that old that is patched up like
that.
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And the real issue is we have to provide the quality of life that
we promised them, that we keep this Army Family Covenant.

Now, even if these additional funds are provided to patch it up,
it is not going to be to the standard it ought to be, as compared
to the other housing that we are providing on Fort Hood and other
installations.

I know that Chairman Edwards is well aware of this, as are
quite a few others. I guess my question to all of you is, do you have
housing issues like Chaffee Village on other facilities you visit that
a{e s(%ll in use. They are old and being patched rather than com-
pleted?

Have you informed the powers-that-be, this committee and oth-
ers, of your needs for housing areas like Chaffee Village so that
they can be in the next budget that we have to deal with? Because
I think this is something that it is time for us to put a spotlight
on. It is livable, but it is not quality living.

Sergeant Major PRESTON. Mr. Carter, I know Chaffee Village
very well. And having been there as a battalion sergeant major and
I sponsored Comanche II. For those houses that did not meet the
quality of life, the private partners have gone in and completely
torn them down and built a new house. And specifically at Fort
Hood, you can go around and see out on West Ford Hood, hundreds
of brand-new houses that have been built.

I get asked by a lot of soldiers that are living in the old houses
like Chaffee or Comanche II why they have to live in the older
house while somebody else has the newer house. And it really gets
down to, what is the capitalization plan for that housing?

Before privatization, we as an Army did not do very good at plan-
ning for the capitalization for housing as well as our barracks. And
that is why we have a lot of old stuff out there that we are now
trying to play catch up.

But with our private partner, they have a capitalization plan so
that, you know, as those houses reach the end of their life cycle,
you know, they will be torn down and those soldiers, you know,
as—either as they leave or as they, you know, transition away from
the installation, will be moved into, you know, new and upgraded
housing.

So the good thing now with the private partners—capitalization
plan, and you rotate through, and you eliminate the oldest stuff,
and you build new.

Mr. CARTER. Well, almost every visit I make to Fort Hood, I get
brought through Chaffee Village when there is a change of com-
mand. The first place I go is for a drive through Chaffee Village.
This is something that really is on the minds, especially of the en-
listed men.

Sergeant Major PRESTON. And, sir, the private partners—for a
lot of money

Mr. CARTER. They have.

Sergeant Major PRESTON [continuing]. Chaffee Village and fixed
them up. And, when I was at Fort Campbell when we first started
the capitalization process, these old ranch-style houses, very, very
old, and Command Sergeant Major Hill, who is now with General
Petraeus down in CENTCOM, he was still the installation sergeant
major there.
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And he and I have walked in and taken a look at this brand-new
house that they have renovated. And he and I both looked at each
other and said that, you know, if we were both specialists—the
rank that was looking at those houses now, we would re-enlist, to
live in a house—so the private partners have really done, a very
good job at renovating and fixing up the old places, to provide the
quality of life that we want.

Mr. CARTER [continuing]. Other response from anybody?

[The information follows:]

The Army’s Residential Communities Initiative (RCI) privatized housing projects
are developed, operated, managed, and maintained in accordance with a detailed
community development management plan (CDMP). Project-specific CDMPs define
the plan for housing recapitalization efforts during the 3 to 11 year initial develop-
ment phase (IDP) and the remainder of the 50-year project, including housing ren-
ovations, demolitions, and new construction.

During the IDP, RCI housing recapitalization is funded through a combination of
private debt, private equity, and/or government equity. Following the IDP, RCI
housing recapitalization is funded from a project reinvestment account. The project
reinvestment account is funded through the project cash waterfall at a sufficient
level to sustain project housing at contemporary standards throughout the 50-year
project.

One of the biggest advantages of military housing privatization is the speed at
which houses can be renovated and constructed during the IDP, and the high qual-
ity of housing and housing maintenance that can be sustained over the project life.

Sergeant Major KENT. Well, we have a plan to fix housing.
Thanks to all of you, the funding that we get for our quality of life
I will tell you, we have some great housing on our military installa-
tions.

Mr. CARTER. Well, I am aware we have some great housing units.

Master Chief WEST. Yes, sir. With the Navy, we are on track to
eliminate anything that is out there in fiscal year 2011, but what
is important is our private companies. They are working real well
with our family housing—naval installations.

So like I told the members earlier, sir, it is the best housing I
have seen in 28 years of service.

Chief Master Sergeant MCKINLEY. Sir, I am very passionate
about this, and so are all of us here. And I have used this compari-
son before, but I think it is very valid. As you walk through Arling-
ton National Cemetery, we have a standard. We take care of the
fallen. They have the same markers; they have the same plot, so
there is a standard, no matter what service you are in.

It is a shame we don’t do this while we are wearing the uniform.
We have some that we take care of, some that we don’t. We need
to make sure we provide that standard while we are wearing the
uniform.

Mr. CARTER. Thank you, Mr. Chairman.

HOUSING PRIVATIZATION

Mr. EDWARDS. You know, Mr. Carter, if I could jump in, I think
generally we would all agree that privatized, public-private part-
nership programs work very, very well. That doesn’t mean this sub-
committee couldn’t, you know, expend some effort reviewing it and
seeing where it is working better than other areas.

And the question I couldn’t answer—is, how do you make a deci-
sion that at what point that developer at Fort Hood gets to put
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more money in his pocket as a profit? We want him to make a rea-
sonable profit.

Mr. EDWARDS. And it seems that we ought to—if nothing else, we
ought to use the bully pulpit of this subcommittee to pressure the
developers, salute them where they are doing well, but if in some
cases they are, you know, renovating a 50-year-old house rather
than building a new one, and yet they are making very, very solid
profits, maybe we ought to let them know we are going to keep an
eye on them.

Mr. CARTER. That is the thing. You know, if you are a soldier,
and, you know, one guy is living in a brand-spanking-new house
and his wife and kids have this really nice house, the other guy
comes back, he is coming to a clean, refurbished house built in
probably 1955, and then refurbished, you can’t help but saying he
is in a substandard housing, even if it is perfectly clean, perfectly
functional, and everything works. It is not what the other guy has.

Refurbishing costs a lot of money. Fixing up all the houses costs
a lot of money. Maybe our money would be better spent if we start-
ed going in and tearing these things down and building new
houses.

Sergeant Major PRESTON. Mr. Chairman, I would recommend
that you take a look at it. And the best analogy I have for RCI
housing is that it is just like getting a haircut. We are halfway
through the haircut right now, so depending on which side of the
head that you look at, one side looks good, but there is a plan that
they are working through.

Mr. EDWARDS. In some cases they are spending $40,000 or
$50,000 renovating the unit where they could spend $150,000 just
rebuilding a brand-new—and, again, I don’t know that I have an
answer to that. I don’t know if any other members do.

I assume it is done again on an installation-by-installation basis
where they negotiate an agreement. But I think it might be
healthy. You know, we have all talked about exercising oversight.
And maybe we could bring the developers in and others—again, sa-
lute them for the good work they are doing, but also let them know
we are going to look over their shoulder and make sure that they
are in a time of war and multiple deployments and the sacrifices—
representing are making that we are going to expect them to err
on the side of, you know, putting that extra dollar into unit hous-
ing.

Mr. CARTER. I think our partners would give us a fair analysis
of what they see as needed.

Mr. EDWARDS. Might be a good basis for a future subcommittee
hearing.

Mr. Wamp.

Mr. Wamp. I think we are almost through. I asked Mr.
Crenshaw. He has no more questions.

Judge Carter, do you have any more questions?

CROSS-CULTURAL EXCHANGE—HORN OF AFRICA

I just have a couple of points and then we will be through on our
side. I know time is getting late.



113

Going back to Mr. Farr’s question, I want to publicly say how
much I appreciate and was so impressed with his insight into
things around the world.

But this issue of hearts and minds. Chief Master Sergeant
McKinley, you mentioned AFRICOM earlier. I was so impressed
with General Kip Ward, who is the commander.

I wanted to ask you if we have any permanence there? I know
that there was a temporary status in Djibouti and we really
haven’t established permanent base for AFRICOM headquarters.

But I want to tell you this. One of our guests for the prayer
breakfast is a former general who is now in the top civilian leader-
ship of Kenya, and I was with him last night. And I asked him
about this. He told me how impressed he was with General Kip
Ward and the fact that our military presence there, while it is not
permanent yet, is about making peace and winning the hearts and
minds of people in northern Africa.

Now, of those 25 countries I mentioned earlier, quite a few of
them are on the continent of Africa. And I am asking you, because
I was in Tanzania to the south not too long ago, and I asked him
about that former Arab coast, Mombasa particularly. Actually, I
think some things are turning in a better direction.

Part of it is because our presence is welcomed. I know, from Ken-
ya’s standpoint, this is a Maasai general who is now in civilian
leadership, and he was really impressed with the U.S. presence in
northern Africa, which I think bodes well for this hearts and minds
issue.

Chief Master Sergeant MCKINLEY. Sir, I was just in Djibouti in
November. The leadership there is very committed, but they are
dealing wih the tyranny of distance of Africa. You can basically put
the United States of America in Africa three times.

So when you are looking at how we get from Point A to Point
B, we have to work that out. But the goodness that we can do
there, winning the hearts and minds, it is just astronomical. So we
have to stay committed and make sure that we take care and have
a plan in how we can get from Point A to Point B to Point C.

Mr. EDWARDS. Sergeant Major, you wanted to say something?

Sergeant Major PRESTON. You know, sir, I was Djibouti. And we
have a lot of stuff there for the—army to help train them, as well
as—in Kenya.

But I flew up into Ethiopia. This is a great kind of joint team—
flew into Ethiopia, the city of Dire Dawa. It is the second largest
city in Ethiopia. It is a city of about 300,000.

And I was met there on the ground by Staff Sergeant Colson,
who is an Army Reserve staff sergeant, who was the NCOIC or
noncommissioned officer in charge of a 17-member team. And his
commander was on leave so he was gone. So this staff sergeant was
in charge.

And he had a team of Navy Seabees as well as a squad of artil-
lery soldiers from Fort Sill, Oklahoma, that are doing force protec-
tion. He had an airman and a signal NCO who was doing the
comms to keep him in touch with Camp—but we traveled around
the city.
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And he took me out and showed me the 21st and 22nd water
point that the Seabees have put into place for the locals to draw
water from, fill up their water jugs.

They took me out to a $200,000 school project, primary, sec-
ondary school that they were putting into place for first grade
through eighth or ninth grade.

And while we drove around the city, it was—you could tell the
relationship that he had built with all the locals, because they were
all—they all knew him. They were all waving at him.

But here is a young, staff sergeant with 7 or 8 years in the
Army, and then he is helping to build a city. You know, he built
a school and, helped to provide water, to the citizens. And, it is just
amazing out there to see the things that are being done.

I visited the chief of staff and sergeant major of South Africa. I
was went around to their training facilities. And they are trying to
build a noncommissioned officer corps like ours.

And that is one of the reasons why we are celebrating the year
of the NCO. And, South America has some unique challenges down
there, as well. But, we are partnering with every one of those coun-
tries.

Master Chief WEST. Sir, if I could just add one quick point to
that, it is not necessarily the 30-, 40-, 50-year-olds that are making
a difference. We are having 19- and 20-year-olds going out there,
negotiating deals, and working with these tribal leaders or these
leaders of those communities. It is just an incredible thing.

Sergeant Major KENT. And we are actually doing that with the
Navy every day, sir. We are actually—port—and we win hearts and
minds each and every day.

Mr. WAMP. And one other closing thing that I want to bring up
through several hearings as we go forward, Mr. Chairman, and
that is that what we heard from the deputy chief of staff of the
Army and Mrs. Casey, when they met with us after the election
and they said that the Congress still needs to change the law so
that outside foundations can support our soldiers. We talked about
Fisher House, an example, but there are still some impediments of
our free enterprise system to support the military.

We need to look at ways to take those walls down, especially
with the needs that we hear about and the stress that is there with
multiple deployments. If our private sector is willing to help and
in any way the law keeps that from happening, we need to take
those things down.

They brought that to us in December at that dinner I attended
2 weeks after the election. I thought, “That is something we need
to bring up over and over again until we figure out exactly how to
take down these barriers to get all the support.” I know they want-
ed help, and they know that there are stress points, and let’s let
them do that. We will look into that every time.

Mr. EDWARDS. Good suggestion—bring in our authorizer friends,
but it would certainly be something that would be important to do.

Mr. WamP. Mr. Chairman, thank you.

Mr. EDWARDS. Thank you.

Do any members have any additional questions? And, obviously,
you can all turn in written questions.

Mr. Farr.
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TRICARE PROVIDERS

Mr. FARR. I wasn’t going to have one, but I want to get back to
this TRICARE issue. As I understand TRICARE, it essentially
models the Medicare reimbursement rate. It establishes rates by
region.

The problem is that providers don’t want to take that rate be-
cause it is too low or the process is too much of a hassle. It is very
difficult to change the rate.

How much of this problem is rate? And how much of it is bu-
reaucracy? Because we contract out a huge multibillion-dollar con-
tract, and then process blows up, and with a new provider every
6 years, all the forms, telephone numbers, and contacts, and ap-
peals change.

Do you have any suggestions of how to improve this?

Chief Master Sergeant MCKINLEY. Sir, I think a lot of the health
care providers out there, they are dedicated Americans. They love
our military, like everybody else, and they are probably willing to
take that little less money. But if the bureaucracy, if the paper-
work was much easier for them, I think that would help a lot.

Mr. FARR. Do you have a memo on that?

[The information follows:]

The question is a good one because reimbursement rates are, indeed, sometimes
part of the problem. I should explain that when we say TRICARE is tied to or as
you say “modeled” on Medicare rates. It doesn’t mean that we match those rates
dollar for dollar. In some locations we actually pay more than Medicare, but if those
Medicare payments go up or down, our rates tend to match the same rate of in-
crease or decrease.

Does TRICARE pay enough? TRICARE participation is voluntary. If we pay too
little, providers do not participate. We have been able to find ample TRICARE-ac-
cepting providers in most markets. We interpret this as meaning we pay acceptable
market rates. It is a delicate balance.

You also mention that providers feel that the TRICARE process is a “hassle.” Pro-
viders deal with numerous private insurers, plus the Department of Veterans’ Af-
fairs (VA), TRICARE, Medicare, etc. It is difficult to deal with multiple billing sys-
tems, but we do not perceive the TRICARE billing process to be more onerous than
other payers. TRICARE has an excellent record of paying on time and paying accu-
rately. We monitor timely payment continuously and have an excellent history of
rapid payment. We also strive to minimize changes for beneficiaries while giving
them the greatest choice.

Our benefit is excellent and TRICARE is rated the best health plan in the nation.
An independent healthcare research firm polled 71,000 American households and
found that TRICARE had higher customer satisfaction rates than any other
healthcare insurance carrier in the United States. It exceeded Aetna, Blue Cross
Blue Shield, CIGNA, Kaiser Permanente, the VA, and others. (Independent research
was conducted by Wilson Health Information. Third party information source found
on Business Wire: http:/ | findarticles.com /p /articles/mi _mOEIN /|
is 2009 Jan 16/ai n31198561)

Chief Master Sergeant MCKINLEY. We can get back to you on
that, sir.

Mr. FARR [continuing]. The specifics.

Chief Master Sergeant MCKINLEY. Yes, sir—about what that bu-
reaucracy is?

Sergeant Major PRESTON. I know for the health care providers
out there, they have a kind of balance. They are very patriotic, and
they try to balance the number of people that they are seeing be-
tween the high end and the low end. So they have a balance.
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But there is a stigma, but I have to give them credit. They have
been working very hard to improve their process of paperwork and
make it more automated.

But there is also a stigma out there. A command sergeant major
of the Texas National Guard was living in Midland or Odessa, and
to find a health care provider, the specialist his family needed, they
had to go all the way to Fort Worth.

And that is the challenge. It is now working through and dem-
onstrating that some of the processes have improved. They have
gotten better. And it is getting more of the civilian health care
folks out there now to sign up and take TRICARE.

[The information follows:]

To date there are more than 325,000 providers in the TRICARE network with
over 1 million non-network providers accepting TRICARE patients. In order to make
TRICARE more attractive to health care providers, the TRICARE Management Ac-
tivity (TMA) has a variety of tools to include: reducing the administrative burden,
increasing the number of providers willing to accept TRICARE patients, and lastly,
exercising an active outreach program.

TMA is engaged in a comprehensive effort to reduce the administrative burden
on TRICARE providers. Efforts include expediting the claims process for providers.
Currently more than 99% of retained claims are being processed to completion with-
in 30 days. Additionally, more than 97% of claims are now filed electronically. Pro-
viders have online capability to check beneficiary eligibility, update their informa-
tion for beneficiaries appearing in TRICARE provider directories, check claim sta-
tus, and submit referrals. Lastly, monthly provider bulletins and quarterly provider
newsletters are used by providers to communicate important facts about the
f"[:RICARE medical benefit and business processes to the various TRICARE bene-
iciaries.

TMA conducts surveys to determine the numbers of healthcare providers accept-
ing new patients under TRICARE. TMA’s fiscal year (FY) 05-07 surveys covered
network/non-network providers in various geographic areas nationally, including re-
mote areas. Together, the three year findings across all states and health service
areas reveal that approximately 87% of all physicians surveyed are aware of the
TRICARE program and about 81% of physicians accepting new patients would also
accept new TRICARE patients. For physicians who do not accept new TRICARE pa-
tients, the most commonly single cited reason is due to “reimbursement”, which ac-
counts for approximately 25% of all comments received. Reimbursement concerns in-
clude low and insufficient fees, fee schedules that do not cover overhead costs, or
reimbursements that take too long to receive. The remaining reasons for not accept-
ing TRICARE include a variety of other non-reimbursement factors such as pro-
viders accepting no new patients, inconvenience, and other miscellaneous reasons.
The FYO08 National Defense Authorization Act has directed DoD to continue this
survey process through 2011.

Title 10 U.S.C. 1079(h)(1) requires the TRICARE program to follow the reim-
bursement rates of Medicare to the extent practicable, unless DoD can justify a de-
viation. TRICARE rates and Medicare rates are identical for most services. Medi-
care rates are adjusted each year. These rates will vary by location and service pro-
vided. In areas where access to care is severely impaired because of low reimburse-
ment rates, TMA can use its authority to increase TRICARE reimbursement rates
by issuing locality waivers that increase rates above the TRICARE reimbursement
rate for specific procedures in specific localities. Secondly, TMA can issue network-
based waivers that increase some network civilian provider reimbursements up to
15% above the maximum TRICARE reimbursement rate to ensure adequate num-
bers/mix of civilian network providers. Directors of the TRICARE Regional offices
work with their managed care support contractors to address requests for reim-
bursement waivers. A variety of stakeholders can request a waiver to include pro-
viders, beneficiaries, managed care support contractors, or military treatment facili-
ties.

Expanding the network through outreach is a top priority of TMA. TMA is reach-
ing out to state officials, medical associations, and individual physicians to educate
them and appeal to their sense of patriotism in accepting TRICARE. This outreach
is showing promising results. For example, the Oregon legislature approved incen-
tives including a one-time tax credit for new providers in the TRICARE network,
plus an additional annual credit for treating patients enrolled in TRICARE. Since
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2004, Oregon’s TRICARE provider network has increased by 35%. In addition, the
governors of 20 western states have supported TRICARE’s efforts to encourage more
health care providers to accept new TRICARE patients. Their combined efforts led
to an overall increase in western region TRICARE network doctors from approxi-
mately 80,000 in 2004 to more than 125,000 today.

Mr. EDWARDS. Important issue. Thank you, Sam.

Let me finish as Mr. Wamp began the meeting. We are privileged
and humbled to be at the table with you and to have an oppor-
tunity to thank you with a word for what you have done for our
country and all of those men and women that you represent so ably
have done.

And we want to thank you with our deeds, as well, with better
health care and housing and quality-of-life support that the service-
men and women you represent deserve.

So this is a great way. I can’t think of a better way to start up
the new Congress than to have this, our first subcommittee hear-
ing. Again, that is a testament of our respect to you.

Thanks to each of you for your leadership. We look forward to
working with you in the months and years ahead.

With that, we will stand adjourned subject to the call of the
chair.

Let me just say to all the members, my staff just sent me a note
that said there is a bill scheduled for vote any moment now. So be-
fore you can go running back to your office building, you might
want to check on the floor.

Thank you very much.

[Questions for the record submitted by Congressman Dicks:]

Army:

Question: Are there any special challenges to supporting quality of life for the
military at installations in the Pacific Northwest region? What changes or improve-
ments would have the greatest impact on improving facets of quality of life in the
Pacific Northwest region?

Answer: There are no challenges specific to supporting quality of life for Soldiers
and their Families stationed in the Pacific Northwest region. Fort Lewis serves as
home to approximately 25,000 Soldiers and civilians, 29,000 Family members, and
120,000 retirees. Fort Lewis delivers on the Army Family Covenant—the Army’s ex-
pression of commitment to quality of life commensurate with service; recognition of
the mutual bond between the Army, Soldiers, and their Families; and dedication to
improving Family Readiness. We are continually improving quality of life across all
components—Active, Guard, and Reserve—through implementation of the Army
Family Covenant, regardless of geographic location.

Marine Corps:

Question: Are there any special challenges to supporting quality of life for the
military at installations in the Pacific Northwest region? What changes or improve-
ments would have the greatest impact on improving facets of quality of life in the
Pacific Northwest region?

Answer: There are no special challenges to supporting quality of life (QOL) for the
military installations in the Pacific Northwest. Housing, child care, school and sin-
gle Sailor programs are all important elements to improving quality of life for sail-
ors. In the Pacific Northwest, these programs are resourced consistent with the rest
of the Navy’s QOL programs in CONUS.

The PB09 FYDP contained one Physical Fitness Center project for NAS Whidbey
Island at a cost of $24.4M that would improve facets of QOL in the Pacific North-
west region.

Navy:

Question. Are there any special challenges to supporting quality of life for the
military at installations in the Pacific Northwest region? What changes or improve-
ments would have the greatest impact on improving facets of quality of life in the
Pacific Northwest region?

Answer. There are no special challenges to supporting quality of life (QOL) for the
military installations in the Pacific Northwest. Housing, child care, school and sin-



118

gle Sailor programs are all important elements to improving quality of life for sail-
ors. In the Pacific Northwest, these programs are resourced consistent with the rest
of the Navy’s QOL programs in CONUS.

The PB09 FYDP contained one Physical Fitness Center project for NAS Whidbey
Island at a cost of $24.4M that would improve facets of QOL in the Pacific North-
west region.

Air Force:

Question. Are there any special challenges to supporting quality of life for the
military at installations in the Pacific Northwest region? What changes or improve-
ments would have the greatest impact on improving facets of quality of life in the
Pacific Northwest region? .

Answer. There are no specific challenges to supporting quality of life at installa-
tions in the Pacific Northwest region that are unique to McChord AFB, Mountain
Home AFB and Fairchild AFB. The Air Force will continue to improve the invest-
ment in our people to avoid unacceptable risk to combat capability and to people
and family programs. Quality of Life projects are a priority at these bases and in-
clude quality housing, fitness centers and child care centers.

[End of questions submitted for the record by Congressman
Dicks.]

[Questions for the record submitted by Congressman Bishop:]

SUICIDE PREVENTION

Question. Last week it was reported that suicides among soldiers in 2008 rose for
the fourth year in a row, reaching the highest level in nearly three decades. At least
128 soldiers killed themselves last year, and the Army suicide rate surpassed that
for civilians for the first time since the Vietnam War. This suicide count, which in-
cludes soldiers in the Army Reserve and the National Guard, is expected to grow.
Fifteen deaths are still being investigated, and the vast majority of them are ex-
pected to be ruled suicides according to Army officials. Gen. Peter W. Chiarelli, the
vice chief of staff of the Army, who is leading suicide-prevention efforts has stated,
“We [the Army]— need to move quickly to do everything we can to reverse the very
disturbing number of suicides we have in the U.S. Army.” What is the Army doing
to address the problem?

Answer. Since my testimony in February 2009, the Army has taken major steps
to address the tragedy of suicides within our ranks.

From February 15 to March 15, 2009, the Army conducted a service-wide Suicide
Prevention Stand Down and Chain Teaching, a first according to the Center for
Military History. During the stand down, the Army trained every Soldier on suicide
risk identification and intervention, and addressed the stigma associated with be-
havioral health counseling, using an interactive video titled “Beyond the Front.”
Feedback from Soldiers about the video was so positive that new, similar videos are
being created for Families and DA civilians; and the Army National Guard and Re-
serve plans to tailor these videos for their Soldiers as well. Also during the stand-
down, the Army distributed thousands of “ACE” (Ask, Care, Escort) wallet cards to
Soldiers; these cards provide a quick reference on how to identify and care for a po-
tentially suicidal buddy. Follow-up to the stand down included chain teaching on
suicide prevention tactics. Chain teaching remains underway through July 1.

In March and April 2009, General Chiarelli conducted an eight-day, six-installa-
tion fact finding visit. He also organized a multidisciplinary team of experts from
across the Army Staff, which conducted a review of those findings and Army pro-
grams and policies relating to suicide, behavioral health, and suicide risk factors.
The team developed over 200 separate actions to be taken to improve existing sys-
tems and programs. Those actions form the nucleus of the Army’s strategic approach
to the suicide issue: the Army Campaign Plan for Health Promotion, Risk Reduc-
tion, and Suicide Prevention.

The Army issued the Plan in mid-April. A senior level Council, chartered by Gen-
eral Chiarelli, meets twice a month to review and refine the action plans for his ap-
proval and implementation. Some of those plans include efforts to combat the prob-
lem of stigma; expand the number of Army Chaplains and behavioral health pro-
viders to improve access to care; and ensure funding for popular resources such as
the “Strong Bonds” Program, a family-relationship initiative of the Chaplain Corps
which fosters relationship-building skills. The Council review process will continue
for several months while the Council develops recommendations for strategic, endur-
ing changes Army-wide. Another part of the Plan directed Army leaders and medical
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treatment facilities to immediately optimize existing policies and resources to pre-
vent suicides and set the stage for the longer-term strategic changes.

Another long-term effort by the Army in this area is the October 2008 agreement
with the National Institute of Mental Health for a five-year longitudinal study of
suicides, designed to assess factors contributing to suicide and identify training to
reduce suicides and other mitigation techniques.

General Chiarelli holds frequent, periodic briefings with commanders and a Sen-
ior Review Group on Army suicides. This ensures top Army leadership maintains
appropriate focus on this important issue. It also allows for information sharing and
learning from individual cases.

The bottom line, however, is that Soldiers have always taken care of Soldiers. The
Army team is an unbroken chain from the Chief of Staff to the newest recruit, and
the team has been mobilized to help one another. I firmly believe that ultimately,
it is our Soldiers who will turn this problem around.

ARMY MEDICAL ACTION PLAN

Question. Last April GEN Casey stated that “at the core of the Army’s strategy
to maintain an all-volunteer force lie in two programs that the Army leadership had
developed”-one of those was the Army Medical Action Plan (AMAP) which deals
with the Army’s initiative to develop an “integrated and comprehensive continuum
of care for Warriors and their families at home and in battle.” How has that pro-
gram initiative fared and how has the money to that program been used to deal
with the suicide crisis in the Army?

Answer. The transformation of US Army Warrior Care began in April 2007 with
the development of the Army Medical Action Plan (AMAP), which outlined an orga-
nizational and cultural shift in how the Army cares for its wounded, ill, and injured
Soldiers. Over the past two years, the AMAP has evolved and changed its name to
the Army Warrior Care and Transition Program (WCTP), fully integrating Warrior
Care into institutional processes across the Army, and achieving many of the Army’s
goals for enhancing care and improving the transition of wounded warriors back to
duty or into civilian life as productive veterans. The Army has made tremendous
progress in transforming how it provides health care to its Soldiers, with improve-
ments impacting every aspect of the continuum of care. During this period, overall
Soldier and family satisfaction with the care and support they receive as a result
of the efforts of the WCTP has increased significantly. Two years ago, only 60% of
those in the legacy medical hold units were satisfied with the care they receive.
Today, 80% of Soldiers and Families who now receive the focused and comprehen-
sive care and support provided by Warrior Transition Units indicate satisfaction
with the care they receive.

Funding for the Army’s suicide prevention efforts is separate and distinct from
funding for the WCTP. The money directed to the AMAP/WCTP is used to provide
the necessary care, support, and infrastructure that wounded, ill, and injured Sol-
diers require. Part of this support, however, includes staffing the Warrior Transition
Units with one behavioral health provider for every 100 Warriors in Transition. In
addition, Warrior Transition Units conducted a “safety stand-down” starting on Jan-
uary 30, 2009, to review unit compliance with the 18 preventive measures that were
implemented in February 2008 after an Army assessment team completed a com-
prehensive review of suicides and accidental deaths in Warrior Transition Units. Fi-
nally, the WCTP complies with guidance promulgated by the Army Suicide Preven-
tion Task Force and the Army Suicide Prevention Council.

COMPREHENSIVE SOLDIER FITNESS

Question. For the fourth consecutive year, the Army has seen an increase in sui-
cide rates. There were 128 suicides last year in the active Army, with another 15
cases still pending a determination, according to data compiled by Army human re-
sources officials. This was up from 115 suicides in 2007. The Army stated that over
the past two years, it has increased its efforts and has enhanced resources and ini-
tiatives aimed at identifying and mitigating the causes of suicidal behavior; how-
ever, the suicide rates continue to increase. How does the Army plan to change its
past strategy in order to stop this increasing trend? What is the Comprehensive Sol-
dier Fitness program and how will it enhance Soldier’s resiliency and total fitness
in this era of persistent conflict? What other programs are being offered to Soldiers
to deal with the difficult situations which are the results of repeated deployments?

Answer. The Army is implementing the Army Campaign Plan for Health Pro-
motion, Risk Reduction, and Suicide Prevention. The Plan represents a strategic
change because it is the first strategy to employ a comprehensive approach to sui-
cide prevention across the spectrum of Army policy, doctrine, organization, training,
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materiel, leadership, personnel, and resources. Due to the breadth and nature of
that strategy, the Plan widens the aperture of the Army’s approach from a narrow
focus on suicide to the broader context of risk reduction and health promotion. The
Plan is also unique because it stems from efforts led from the top down by the
Army’s Vice Chief of Staff, as compared to earlier initiatives welling from lower-
level Army Staff elements up to senior Army leadership. In short, General Chiarelli
is leading this critical issue; it is too urgent to wait for resolution through normal
Army channels.

Comprehensive Soldier Fitness (CSF) is an Army strategy to provide each Soldier
the opportunity to maximize his or her potential in life: socially, emotionally, spir-
itually, physically, and through a strong Family. The program assesses the holistic
fitness of all Soldiers, encompassing all dimensions. It begins when you join the
Army, and like physical fitness, includes re-assessment at routine intervals. The re-
sults of the assessment give each Soldier an individualized program of education
and training as needed. CSF provides the training and tools to enhance Soldier re-
silience—the ability to grow and thrive in the face of challenges and bounce back
from adversity.

The Program will enhance Soldiers’ resiliency and total fitness by systematically
training each Soldier in positive life-coping skills and the ability to identify incipient
behavioral health concerns before they seriously affect the Soldier’s well-being and
readiness. The Program includes training to encourage Soldiers to seek behavioral
health and other counseling before problems arise. The training will also indirectly
discourage stigma associated with seeking counseling, because all Soldiers will be
accustomed to discussing psychological health issues.

The Program’s resiliency training will be initiated in training schools and will con-
tinue throughout each Soldier’s career. For example, the Program includes
BATTLEMIND training for major junctures in a Soldier’s career from Basic Train-
ing to the Pre-Command Course. There are also pre- and post-deployment modules
for both Soldiers and spouses. To date, BATTLEMIND is the only resilience training
program demonstrated to reduce symptoms of Post Traumatic Stress upon redeploy-
ment. People who participate in BATTLEMIND also feel less reluctance to seek
mental health counseling than people who have not had the training.

Other programs offered to Soldiers to deal with the difficult situations arising
from repeated deployments include the “Strong Bonds” Program, a family-relation-
ship initiative of the Chaplain Corps, which fosters relationship-building skills; the
Military and Family Life Consultant Program, which embeds counselors into units
during post-deployment, and enables counselors to meet informally with Soldiers in
non-clinical settings to avoid stigma; and the Yellow Ribbon Reintegration Program,
which provides information, services, referral, and proactive outreach programs to
Soldiers of the Army Reserve and their Families through all phases of the deploy-
ment cycle.

FAMILY PROGRAMS

Question. Can you discuss the state of Army and Marine Corps families, especially
families that have had a service member go on more than one deployment? The re-
cent suicide levels, divorces, and issues with reintegration point to a stressed force?
What steps are the services taking to counter-balance these trends?

Answer. Army Families remain resilient in the midst of extraordinary sacrifices
as their loved ones advance the cause of freedom around the world. They have set
aside careers, interrupted their education, and when living far from a military base,
struggled to locate child care equal to the price and quality available at military in-
stallations. Quality of life programs continue to contribute to Soldiers’ and Families’
sense of belonging to a caring military community, which reinforces their desire to
choolse the Army as a way of life, despite the serious strains they experience as a
result.

The Department of Defense conducted two Status of Forces surveys of active duty
service members in 2007 to assess the impact of frequent deployments on troops and
their Families. Their top concerns were spouse employment and education, house-
hold repairs, yard work, personal vehicle maintenance, maintaining emotional con-
nections with spouse or Family, safety of Family in the community, anxiety or de-
pression, marital problems, and problem behavior at school. Although Soldiers cited
marital problems as a concern, a recent RAND study found little support for the
hypothesis that deployments caused an increase in divorce rates across the Services.

Under the Army Family Covenant, the Army began to implement aggressive im-
provements to a broad range of family-oriented, quality of life programs and services
to standardize and fund existing Family programs and services; increase accessi-
bility to health care; improve Soldier and Family housing; ensure excellence in
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schools, youth and child services; and expand education and employment opportuni-
ties for Family members.

Since the Covenant’s inception, the Army has made significant progress and im-
provements in quality of life programs across a range of Family programs. Examples
include implementation of the Yellow Ribbon Reintegration Program to minimize
stresses of military service, particularly the stress of deployment and family separa-
tion; deployment of 200,000 training products to strengthen resilience in military
children; increased staff for the New Parent Support Home Visit Program; addi-
tional funding for respite care; implementation of Soldier and Family Assistance
Centers; and employment of thousands of spouses.

The Army has also implemented plans and programs to address specific Soldier
and Family issues. The Army Campaign Plan for Health Promotion, Risk Reduction,
and Suicide Prevention is a comprehensive approach to suicide prevention across
the spectrum of Army policy, doctrine, organization, training, materiel, leadership,
personnel, and resources. Additionally, the Chaplain Corps expanded the Strong
Bonds program, a research-based, Chaplain-led training initiative helping Soldiers
and spouses strengthen their marital and family relationships. Strong Bonds began
in 1999 with four events and 90 couples and has grown into a program with com-
manders planning 3,200 training events this year in order to provide nearly 130,000
participants with the knowledge and skills to sustain resilient relationships during
multiple deployments.

While we are moving in the right direction with the Army Family Covenant, we
still have much work to do. The Army remains determined to provide a strong, sup-
portive environment where Soldiers and their Families can thrive.

Question. Can you discuss the state of Army and Marine Corps families, especially
families that have had a service member go on more than one deployment? The re-
cent suicide levels, divorces, and issues with reintegration point to a stressed force?
What steps are the services taking to counter-balance these trends?

Answer. Stress on the Force. There is no question that continued OPTEMPO puts
stress on the force, not just for deploying Marines, but for those who remain behind
and face increased workloads. There were year on year increases for 2008 in suicide
incidents and divorces.

Marine Corps commanders are fully engaged in promoting the psychological
health of our Marines, Sailors, and family members. To enable leaders, individuals,
and families to prepare for and manage the stress of operational deployment cycles,
the Combat and Operational Stress Control (COSC) Program provides a set of poli-
cies, training, and tools to prepare for the upcoming deployment, recognize stress
reactions early and manage them more effectively within operational units. Marine
leaders are assisted by mental health professionals, chaplains, and COSC regional
training coordinators in the operating forces, to detect stress problems in
warfighters as early as possible, and are provided the resources to effectively man-
age these stress problems in theater or at home base. Resources are also provided
for the family members left behind to provide support, communications, and infor-
mation flow.

This training is being incorporated in formal Professional Military Education
schools for both officer and enlisted Marines, such as the Expeditionary Warfare
School and the Staff Non-commissioned Officer Advanced Course. We have staffed
full-time COSC training coordinators at each of our Marine Expeditionary Force
headquarters.

To assist with prevention, rapid identification, and effective treatment of combat
operational stress, we are expanding the Operational Stress Control and Readiness
(OSCAR) Program—our program of embedding mental health professionals in oper-
ational units—to directly support all active and reserve ground combat elements.
This year, we begin placing mental health professionals organic to the active Divi-
sions and Marine Forces Reserve. By FY11, full OSCAR teams will be fielded to the
Infantry Regiment level. OSCAR will eventually be expanded to all deployed ele-
ments of the Marine Air-Ground Task Force.

Our Marine Operational Stress Training (MOST) program was developed with
Tri-Marine Expeditionary Force (TRI MEF) Commanders based on the USMC COSC
stress continuum model, now adopted by OSD. Our program supports the full de-
ployment cycle by focusing on Leaders, Marines and families from pre-deployment
through post-deployment, providing information on what’s to come, what to look for,
and what to do when stress reactions appear. COSC concepts have also been incor-
porated in family readiness training.

Stress on the Families: To mitigate the stress on military families and children
facing the multiple challenges of having a loved one at war, we are partnering with
the US Navy Bureau of Medicine and Surgery (BUMED) and UCLA’s Center for
Community Health and the National Center for Child Traumatic Stress to sponsor
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a program called Project FOCUS, “Families OverComing Under Stress”, at our
major deploying bases. The family-oriented program is designed to work with Ma-
rines, spouses and children to improve family communications post deployment by
through specialized resiliency training.

FOCUS is founded on leading evidenced-based family intervention models for at-
risk families which have demonstrated positive emotional, behavioral and adaptive
outcomes for families over time. Working with the existing teams of dedicated mili-
tary family services personnel, FOCUS staff will assist families to better understand
how combat operational stress affects them and their service family member, how
to manage it, and how to strengthen themselves and their children in readiness for
tomorrow. This program is currently being provided at Camp Pendleton,
Twentynine Palms, Camp Lejeune, MCB Hawaii, and MCB Okinawa. Next year it
will be expanded to include MCB Quantico, the Wounded Warrior Regiment and
Battalions, and Marine Corps Reserve units in the Los Angeles Basin.

Suicides and Suicide Prevention Programs. Suicide prevention is a high priority.
The loss of any Marine through suicide is a tragedy for the Marine’s family and
unit, and can never be accepted. With 42 suicides recorded in 2008, the Marine
Corps experienced its highest suicide rate since the start of Operation Enduring
Freedom and Operation Iraqi Freedom. The number of confirmed Marine suicides
has increased from 25 in 2006 to 33 in CY2007 to 42 in CY2008. Our suicide rate
in 2008 of 19.5 suicides per 100,000 approaches the national civilian suicide rate
for a demographic similar to the Marine Corps. Through April, there were 12 sus-
pected or confirmed suicides in CY09.

We are actively engaged in prevention and early identification of problems that
may increase the risk of suicide. Marine Corps leadership is taking proactive action,
focusing on the important role of leaders of all ranks in addressing this issue. Un-
derstanding that there is no single suicide prevention solution, we are committed
to having an effect on the individual Marine through leadership and command in-
volvement at all levels and we recognize that we must reduce the stigma sometimes
associated with seeking help.

Suicides are monitored monthly and annually for deployment related trends such
as the number of deployments and dwell time. Although it is not unreasonable to
assume that one or more deployments may cause an increase in suicides, to date
we have been unable to establish a direct relationship between the two. The Marine
Corps Combat Development Command Studies and Analysis Division is conducting
further analysis of the data on dwell time and deployments. Additionally, we will
participate in the Army longitudinal study being conducted by the National Insti-
tute for Mental Health.

Regardless of duty station, deployment, or duty status, the primary stressors asso-
ciated with Marine suicides are: problems in romantic relationships, physical health,
work-related issues such as poor performance and job dissatisfaction, and pending
legal or administrative action. This is consistent with other Services and civilian
findings. Multiple stressors are almost always present in a suicide.

The Commandant and Marine Corps leadership are taking proactive action to ad-
dress this issue. I selected a senior enlisted Marine leader to add unique insight to
our efforts in suicide prevention, and the Assistant Commandant (ACMC), through
the Executive Safety Board, is directing a series of initiatives which are currently
in accelerated development:

e Training: An ACMC-directed all hands training on suicide prevention was con-
ducted during the month of March. Since 90% of suicides have tended to occur in
the ranks of El-E5 Marines, a half-day, high impact, relevant workshop has been
designed to reach the NCO/FMF Sailor community and facilitate their work with
junior enlisted Marines. This training is expected to be ready by this summer.

o Leadership Suicide Prevention Video Messages: All 06 and higher commanding
officers were directed to produce videos focusing on leadership and suicide preven-
tion to set the tone for stigma reduction and an imperative of prevention.

o Integration of Suicide Prevention and the Marine Corps Martial Arts Program
(MCMAP): A prevention message was incorporated in the MCMAP program in a
manner appropriate and engaging to reach all Marines.

o Relationship Distress Hotline: Relationship problems, both romantic and mar-
ital, remain the number one associated stressor related to suicidal behavior. Suicide
is complex and while this is not the only problem, it is the most common. A hotline
by phone, email and live internet chat that is marketed specifically to assist with
relationship distress and questions may reduce risk of suicide related behaviors that
result from this type of stress. In the interim, we have partnered with Military
OneSource to strategically market their relationship building resources to Marines
and family members.
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The Marine Corps will continue to aggressively pursue suicide prevention initia-
tives; reevaluate existing programs designed to reduce the stressors most correlated
with suicidal behavior; develop and distribute new prevention programs; and refresh
and expand training materials.

Reintegration Programs. The Yellow Ribbon Reintegration Program is a national
combat veteran reintegration program that assists National Guard and Reserve
members and their families throughout the entire deployment cycle: Pre-Deploy-
ment; Deployment; Demobilization; and Post-Deployment. The program provides
servicemembers and their families with information, services, referral, and proactive
outreach opportunities which help them prepare for mobilization, sustain them dur-
ing mobilization, and reintegrate servicemembers with their families, communities,
and employers upon post-deployment. To provide servicemembers and their families
with a wide range of options as close to home as possible and to leverage scarce
community and state resources, Defense Department officials are working to unify
efforts among the services, the reserve components, other federal agencies and non-
governmental organizations.

The Department Of Veterans Affairs also provides services to returning Veterans
(including those who are active duty), surviving spouses and dependents, disabled,
minority, and women Veterans. The VA offers health care, mental health care, infor-
mation about benefits and eligibility, job and business opportunities, and informa-
tion about education, home loans, and more. The VA offers free care for combat-re-
lated conditions for 2 years after returning from deployment. Mental health serv-
ices, including care for PTSD and substance use treatment, are available and in-
clude individual and group treatment options. Outpatient and residential programs
are available, depending on location. Treatment providers include psychologists, psy-
chiatrists, social workers, and addictions counselors.

RCI HousING

Question. How can use of privatized housing improve the overall quality of life
and better family housing in the military?

Answer. Use of privatized military Family housing has improved the quality of
life for Soldiers and their Families by providing world-class housing communities
and amenities faster and at a higher standard than traditional methods. Since the
start of Army housing privatization, we have built over 19,000 homes, renovated an-
other 14,000 homes, and built community centers, playgrounds, walking trails, and
other amenities. Further, privatization is designed to ensure sustainment of the con-
dition of the housing at those higher standards over the 50-year terms of the Army’s
privatization projects.

Question. How can use of privatized housing improve the overall quality of life
and better family housing in the military?

Answer. In 2001 the Marine Corps had close to 17,700 inadequate housing units,
with the majority of those units requiring significant revitalization or replacement.
Based on Public Private Venture (PPV) contracts now in place, the Marine Corps
will have successfully met the Department of Defense goal to have contracts in place
by 2007 to eliminate inadequate housing and will complete the build-out by 2014.

With ninety-six percent of our world-wide inventories privatized to date, we con-
tinue to see success from our PPV projects across Marine Corps installations. PPVs
have not only improved the homes in which our families live by being built to mod-
ern standards, they are also providing community support facilities such as commu-
nity centers, playgrounds and green spaces that help create neighborhoods and a
sense of community.

Congressional support of the PPV program allows us to continue to address the
deficit requirement for additional family housing resulting from Grow the Force in-
creases by providing seed money for new construction projects. The PPV program
allows the Marine Corps to leverage private sector funds and buy more investment
in family housing. The private sector contributes development capital for PPV
projects in addition to the government funding. The ratio achieved to date is over
5 to 1. In turn, as homes are privatized, the requirement for government Operations
and maintenance is lessened.

With nearly our entire domestic inventory privatized, we will continue to build on
our prior successes and use PPVs to help us address most of our remaining housing
deficit requirement.

Overseas we are engaged with the Government of Japan in developing a Special
Purpose Entity (SPE) for Family Housing on Guam. Similar in concept to our do-
mestic PPVs, this SPE will supply the housing for Marines and their families relo-
cating to Guam from Okinawa, Japan.
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Question. How can use of privatized housing improve the overall quality of life
and better family housing in the military?

Answer. Privatized housing has brought about a dramatic improvement in hous-
ing conditions for service members and their families and has increased their qual-
ity of life, readiness, morale, and retention. Through privatization, the Navy is able
to leverage a tremendous amount of capital (about 18:1) for a relatively small in-
vestment to reduce housing deficits, upgrade homes, and perform maintenance fast-
er than traditionally using military Family Housing appropriations. Privatized hous-
ing is designed to market-based standards, which requires developers to include
community centers and events, swimming pools, and family-oriented amenities to
foster a sense of community and attract residents.

Question. How can use of privatized housing improve the overall quality of life
and better family housing in the military?

Answer. Privatized housing is providing more new homes faster than ever before.
Project Owners are bringing the best of private sector housing and community
standards onto our bases. New homes with energy efficient appliances, program-
mable thermostats, two-car garages, spacious kitchens, and carpeting are creating
on-base neighborhoods where Air Force families choose to live. Not only are we get-
ting over 200 new homes a month, but we now have a funding mechanism in place
to maintain, renovate, and replace these homes over the 50—-year life of the project.
Today our Air Force members and their families are choosing privatized housing,
not because they have to, but because they want to.

HOUSING FOR REDEPLOYING SOLDIERS

Question. President Obama has indicated that he wants to withdraw from Iraq
in the next 16 months. Some senior commanders have expressed concerns regarding
an overly aggressive withdrawal from Iraq. What are your views and what impact
would that withdrawal and redeployment have on your ability to house returning
service members? Would the reduced timeline significantly impact your ability to
absorb the increase in troops onto your bases? Would there be any housing or infra-
structure issues absorbing these service members?

Answer. The acceleration of the drawdown plan for Operation Iraqi Freedom is
expected to place stress on the Army’s current facility support plan. The return of
forces, coupled with unit modularization, requires the Army to address and improve
unit operations and maintenance facilities, as well as barracks, Family housing, and
quality of life requirements to support the All-Volunteer Force. Upon release of a
drawdown plan, the Army will complete its barracks facility support analysis to gain
greater fidelity on the impact on our installations and their ability to adequately
house Soldiers and their Families.

Question. President Obama has indicated that he wants to withdraw from Iraq
in the next 16 months. Some senior commanders have expressed concerns regarding
an overly aggressive withdrawal from Iraq. What are your views and what impact
would that withdrawal and redeployment have on your ability to house returning
servicemen? Would the reduced timeline significantly impact your ability to absorb
the increase in troops onto your bases? Would there be any housing or infrastruc-
ture issues absorbing these servicemen?

Answer. The Marine Corps is conducting detailed planning to develop potential
force sourcing solutions which incorporate the potential drawdown of Marines from
Iraq, as well as the potential increase of Marines deploying to Afghanistan. Were
every Marine to return immediately, we would meet the increased bachelor housing
demand with a combination of relaxed occupancy standards, interim relocatable
billeting structures, and a greater reliance on the local economy through approval
of Basic Allowance for Housing for noncommissioned officers and junior enlisted Ma-
rines.

The reduced timeline should not significantly impact our ability to absorb the in-
crease in troops to our bases. The Marine Corps had funding in place by FY 2005
to eliminate permanent party gang head barracks.

Our robust FY 2009 Military Construction program will provide over 12,000 new
spaces on our installations. Many of these projects will be completed in 2010 and
2011. This new construction will mitigate many of the expected bachelor housing
issues. However, temporary use of some gang head barracks has been and will be
required while renovations take place in permanent facilities. We are using tem-
porary facilities to support our immediate growth requirements with funding pro-
vided by Congress in the 2007 GWOT Supplemental as well as other measures (such
as slowing down demolition of older facilities). Current deployment cycles are help-
ing to alleviate “space crunches” at the installations.
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Question. President Obama has indicated that he wants to withdraw from Iraq
in the next 16 months. Some senior commanders have expressed concerns regarding
an overly aggressive withdrawal from Iraq. What are your views and what impact
would that withdrawal and redeployment have on your ability to house returning
servicemen? Would the reduced timeline significantly impact your ability to absorb
the increase in troops onto your bases? Would there be any housing or infrastruc-
ture issues absorbing these servicemen?

Answer. The Navy would not have any difficulty absorbing returning Sailors into
housing. Sailors returning from deployments in Iraq are accommodated much like
those returning from a ship’s deployment.

Question. President Obama has indicated that he wants to withdraw from Iraq
in the next 16 months. Some senior commanders have expressed concerns regarding
an overly aggressive withdrawal from Iraq. What are your views and what impact
would that withdrawal and redeployment have on your ability to house returning
servicemen? Would the reduced timeline significantly impact your ability to absorb
the increase in troops onto your bases? Would there be any housing or infrastruc-
ture issues absorbing these servicemen?

Answer. There will be no impact to Air Force housing or infrastructure. Air Force
members deployed to Iraq are on “temporary duty” from their permanent duty sta-
tion. Housing requirements at each Air Force installation are determined based on
the full complement of Service members permanently assigned to an installation—
this includes consideration of the suitable housing available in local communities.
Military families continue to reside in family housing at the permanent duty sta-
tion. For unaccompanied Airmen deployed to Iraq, dormitory rooms are kept avail-
able at their permanent duty station.

Question. President Obama also stated that he would like to see a “surge” in Af-
ghanistan. Given recent lessons learned in Iraq and Afghanistan, is it your view
that the U.S. can effectively win the fight in Afghanistan alone or will we need a
like or similar commitment from our major allies—Germany, France and Great Brit-
ain—who are currently reducing the number of their troops? Will this create any
further strain on our soldiers and what are the military plans to address this?

Army:

Answer. I defer judgment on these important questions to President Obama and
Secretary Gates, who continue to work on how best to address the challenges you
raise.

Question. President Obama also stated that he would like to see a “surge” in Af-
ghanistan. Given recent lessons learned in Iraq and Afghanistan, is it your view
that the U.S. can effectively win the fight in Afghanistan alone or will we need a
like or similar commitment from our major allies—Germany, France and Great Brit-
ain—who are currently reducing the number of their troops? Will this create any
further strain on our soldiers and what are the military plans to address this?

Marine Corps:

Answer. The Marine Corps defers judgment on these important questions to Presi-
dent Obama and Secretary Gates, who continue to work on how best to address the
challenges raised by Congress.

Question. President Obama also stated that he would like to see a “surge” in Af-
ghanistan. Given recent lessons learned in Iraq and Afghanistan, is it your view
that the U.S. can effectively win the fight in Afghanistan alone or will we need a
like or similar commitment from our major allies—Germany, France and Great Brit-
ain—who are currently reducing the number of their troops? Will this create any
further strain on our soldiers and what are the military plans to address this?

Navy:

Answer. Respectfully defer judgment on these important questions to the Presi-
dent and Secretary of Defense, who continue to work on how best to address these
specific challenges.

Question. President Obama also stated that he would like to see a “surge” in Af-
ghanistan. Given recent lessons learned in Iraq and Afghanistan, is it your view
that the U.S. can effectively win the fight in Afghanistan alone or will we need a
like or similar commitment from our major allies—Germany, France and Great Brit-
ain—who are currently reducing the number of their troops? Will this create any
further strain on our soldiers and what are the military plans to address this?

Air Force:

Answer: I defer judgment on these important questions to President Obama and
Secretary Gates, who continue to work on how best to address the challenges you
raise.
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SINGLE SOLDIER HOUSING ENTITLEMENTS

Question. Is the Army transferring the cost of not having sufficient barracks space
to soldiers by giving them a certificate of non-availability to move off post but not
providing them with a dislocation allowance? Why are soldiers forced to break their
lease, pack up their home goods and shut off their utilities upon deployment?

Answer. The Army is not transferring the cost of having insufficient barracks
space to Soldiers by giving them certificates of non-availability to move off-post. The
Army programs housing for single Soldiers in the ranks of Private through Sergeant
in the United States and Private through Staff Sergeant overseas. For those ranks,
a certificate of non-availability is provided to Soldiers to authorize payment of Basic
Allowance for Housing at the “without dependents” rate when barracks space is not
available. If a Soldier is authorized to reside in barracks, and that Soldier is denied
accommodation due to lack of adequate space in the barracks, that Soldier is paid
a dislocation allowance. The Army is not aware of any such instance where a Soldier
has been denied a validated dislocation allowance.

Garrison commanders develop local housing policies based on individual garrison
needs that may require Soldiers living off-post to break a lease when being de-
ployed. If a Soldier is required by the commander to break his or her lease prior
to deployment, the Soldier returns to the barracks, and household goods are stored
at government expense.
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STATEMENT OF THE CHAIRMAN

Mr. EDWARDS [presiding]. Good morning. I would like to begin
the hearing and welcome our witnesses and everyone here in the
room.

When I had the privilege of becoming chairman of this sub-
committee 2 years ago, I said I would have three goals in regard
to veterans: one, that we would increase funding so that we provide
the resources needed to provide the care and services that our vet-
erans have earned by their service to the country; secondly, that
we exercise more oversight of the V.A. and how those dollars are
being spent; and, thirdly, that we work together with the V.A. and
VSOs and others to find innovative new approaches to providing
better care and get a bigger bang for the buck for our taxpayers.

Today’s hearing is going to focus on the second of those three
goals, our responsibility as a subcommittee to exercise oversight of
the V.A. I am proud of the fact that, by working together on a bi-
partisan basis, we have increased V.A. funding in the last 14
months by $17.7 billion, an unprecedented increase.

But with that unprecedented increase comes responsibility to
taxpayers and our veterans to see that those dollars are being
spent wisely. So the specific purpose of this morning’s hearing is—
with the help of our witnesses—to evaluate some of the challenges
being faced by the V.A.

We all know we could have an entire week of hearings on all the
good things going on in the V.A., but today we are going to make
improvements. We have got to focus honestly and directly on chal-
lenges. And so that is what we are here to try to accomplish.

I want to welcome both the Office of Inspector General for the
Department of Veterans Affairs and the United States Government
Accountability Office here to be part of this panel.

The hearing this morning will be conducted in two panels. The
first will focus on V.A. health care, and the second will review in-
formation technology and other challenges of the V.A.

Let me just say very briefly that, in recent years, Congress has
provided unprecedented increases, as I mentioned, to the Depart-
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ment of the V.A., $17.7 billion since the beginning of the 110th
Congress.

The Office of Inspector General and the GAO play a vital role in
ensuring that these appropriated funds for the department are
spent efficiently and for the highest priorities. Congress relies on
both of these highly professional, nonpartisan offices to alert us to
the problems with department operations and to recommend ac-
tions that can be taken to resolve these problems.

I will be introducing our two witnesses in just a moment. But,
again, welcome to our subcommittee.

And with that, I would like to recognize our ranking member,
Mr. Wamp, for any opening comments he would care to make.

STATEMENT OF THE RANKING MINORITY MEMBER

Mr. WaAMP. Mr. Chairman, the goals you stated are laudable. 1
think we are on the path to achieving those goals, and we have a
great bipartisan team that is an absolute privilege and honor.

I just want to say briefly before we hear the testimony and ask
a lot of questions that need to be asked as we begin this budget
cycle year and the appropriations that follow, the I.G. and the GAO
are very helpful. And those statutes that created inspector generals
and the fact that the GAO is a watchdog, birddog, the eyes and
ears for the Congress, and it is very helpful.

I appreciate the people that you represent when you come today
that are doing the research and turning the rocks over to find out
what is under them so that we can actually do our job more effec-
tively, because this is the one piece of the congressional responsi-
bility that neither party has a lot to brag about. The oversight of
the Congress, in my opinion, in the modern era is not adequate.

It is more complicated than it has ever been, so it is harder to
oversee, but at the same time I think we are too inclined as a body
to go do things and then just let it happen, as opposed to going
back and deciding, are we still on the right road? Or do we even
have any business doing this?

We know we have business doing what you are here today to talk
about. But the question is, is it done as efficiently as it possibly can
be? And that is where you can really help us, because there are a
lot of ways that we can tweak, improve, and rewrite language in
our bill, which has to go forward.

That is the difference between this committee and a lot of other
committees. You might give testimony before the Veterans Affairs
Committee and the legislation you are talking about never becomes
law. Our bill will become law every year.

Therefore, we really appreciate what you are bringing to it. I just
want to re-state the value that it can bring to these professionals
that will actually put our bill together soon, even though we don’t
have much idea of what the President’s budget request says yet.
That prescription is not there, but we have to go ahead and get
started. I think I speak for both of us there.

And with that, I look forward to the testimony and I yield back.

Mr. EDWARDS. I just want to thank you very much for your very
important, insightful, and appropriate comments.

Let me first introduce Dr. John Daigh. Dr. Daigh was appointed
assistant inspector general for health care, health care inspections
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in January of 2004 for the Department of Veterans Affairs. Colonel
Daigh retired in 2001 after 27 years of active-duty service in the
United States Army.

And, Colonel, I thank you for that service, as well.

Dr. Daigh earned his medical degree from the University of
Texas Southwestern Medical School and wouldn’t want to suggest
that is why he is here today, but it is good to have a fellow Texan
here today. And he actually graduated prior to that from the
United States Military Academy, class of 1974.

Let me also add an extra note. I am proud that this sub-
committee, against the wishes of most administrations, Democrat
and Republican alike, are not always the first to volunteer a re-
quest for additional spending for inspector generals.

We felt that this was awfully important, given the unprecedented
new money that we have put into the V.A., that the V.A. inspector
general’s office be adequately funded. So we actually plussed that
up on a bipartisan basis. And I think that will help us in our over-
sight efforts.

Mr. Randy Williamson is currently director in GAQO’s health care
team and is a staff member of GAQO’s Seattle field office. He has
been with GAO for over 40 years. He has managed audits covering
a wide range of federal activities, most recently health care, trans-
portation, and homeland security issues.

He currently manages GAO’s portfolio of work on health care
issues for veterans and members of the Armed Services, two very
important responsibilities, Mr. Williamson, and we thank you for
that. He attended the University of Washington, where he received
a bachelor’s degree in accounting.

To both of you, we will put your entire written testimony in the
record, but we would like to ask you to take 5 minutes each to
make your opening comments. I know there will be a lot of dia-
logue and questions and answers and discussion after your state-
ment.

Dr. Daigh.

STATEMENT OF JOHN DAIGH

Dr. DAIGH. Yes, sir.

Mr. Chairman, members of the subcommittee, I would like to
thank you for the opportunity to discuss with you the critical chal-
lenges facing the department. We appreciate your support of our ef-
forts in the inspector general’s office.

First, I would like to state that I believe that V.A. provides high-
quality health care to veterans. I do, however, believe, as I stated
before the House Veterans Affairs Committee during the Marion,
Illinois, hearings, that the internal controls do need to be improved
to assure that there is a uniform high-quality benefit. Secondly, al-
though our published work in this particular area of computerized
medical records is limited, I am concerned that the rate of innova-
tion of the V.A.’s computer medical records has not kept pace.

And if that rate of innovation doesn’t improve, I think it will be
progressively more difficult for V.A. to address the challenges of
the future.

Thirdly, I believe that it is beneficial to review the current man-
agement structure of VHA, which emphasizes that all health care
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is local. This has resulted in the creation of business rules that
vary too widely across the V.A. system.

I would offer as an example of that policy, there are many copies
of the medical record. It is not one set of code; it is 50 or 80 dif-
ferent sets of code. So to change the medical record or to innovate
is really quite a difficult issue.

The VISNSs are all organized quite differently. Hospitals are orga-
nized quite differently so that, to make a change or to manage this
enterprise there is a burden that is unnecessary.

Lastly, I would urge support for a project that is known as the
DOD/V.A. Reporting and Analysis Data Mart. This data mart
works to combine data from both DOD and V.A. It is an outgrowth
of the efforts on transition to care, which would create a universe
of veteran data that when fully implemented, I think, would make
it easier to derive innovative performance metrics, improve budg-
eting and forecast modeling, and analysis of V.A. and DOD busi-
ness processes.

And with that, I am pleased to be here today and glad to answer
your questions.

Mr. EDWARDS. Thank you, Dr. Daigh.

Mr. Williamson.

STATEMENT OF RANDALL B. WILLIAMSON

Mr. WILLIAMSON. Thank you, Mr. Chairman and members of the
subcommittee. I am pleased to be here today to discuss V.A. health-
related budget issues as you consider V.A.s 2010 budget request.

The V.A. faces major budget challenges as it prepares to meet
the needs of both an aging veteran population, as well as a growing
number of veterans who have served their country in Afghanistan
and Iraq.

V.A. faces a major budget challenge in its budget formulation
process to accurately estimate the cost of providing quality services
to our nation’s veterans. This will not be easy. By its very nature,
budget formulation is challenging because it is based in part on im-
perfect data and assumptions, which is further complicated in the
changing environment the V.A. faces.

Budget execution will also be challenging. If the president’s pro-
posed budget increases are enacted, V.A. faces a prospect of hiring
thousands of new health care providers and support staff, serving
new veteran populations, and expanding current services and de-
veloping new programs to better serve our veterans.

As V.A. moves forward to address these challenges this year and
beyond, it must do so thoughtfully and with diligence. Our work
over the past 3 years has shown weaknesses in V.A.’s budget for-
mulation and execution processes, and I would briefly like to dis-
cuss a few of these areas. Many of these issues involve V.A.’s long-
term care budget.

Regarding budget formulation, we reported in 2006 that V.A.
made unrealistic assumptions about the impact of some of its poli-
cies, made inaccurate calculations, and did not obtain sufficient
data for useful budget projections.

These factors were largely responsible for V.A. having to request
supplemental funding totaling $975 million in fiscal year 2005 and
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amending its fiscal year 2006 budget to increase its request by al-
most $2 billion.

Early this year, we again reported on budget formulation issues
for the long-term care portion of V.A.s budget. Specifically, in its
2009 budget request, V.A. may have made unrealistic assumptions
about the cost of both its nursing home and non-institutional long-
term care.

For example, V.A. projected that the cost of a day of non-institu-
tional long-term care would not increase at all, when available data
showed that it was increasing at a rate of 19 percent. Assumptions
like these call into question the credibility of V.A.’s budget informa-
tion.

Budget execution has been a problem in certain respects, as well,
and this area poses a major challenge for V.A., as it faces a poten-
tial budget increase of about 10 percent in fiscal year 2010.

For example, our work in 2006 on spending for V.A.s mental
health initiatives shows that V.A. allocated $300 million in fiscal
years 2005 and 2006 for new mental health initiatives, but the
agency was not able to spend all of this in those years due to
delays in both hiring staff and locating space.

Similarly, in our recent report on long-term care, we found that
V.A. assumed in its 2009 budget request that it would increase its
non-institutional long-term care by 38 percent over the previous
year, which means that V.A. would have to hire and train signifi-
cant numbers of staff in a one-year period. V.A. did not explain
how it planned to achieve this increase.

Tracking the use of funds for new initiatives has also been an
issue. We reported in 2006 that the V.A. did not have adequate
methods for tracking spending on its mental health initiatives and
could not determine whether monies allocated were actually spent
on those initiatives.

This ability to track funds, especially for new initiatives and pri-
orities, is critical for effective and cost-efficient budget execution
and congressional oversight.

Mr. Chairman, as I close, I would like to re-emphasize again the
importance for V.A. to adopt a thoughtful, well-planned approach
to budget formulation and execution. To its credit, V.A. has imple-
mented a number of our recommendations to address past budget
issues, but continued vigilance is necessary.

Anticipating and sufficiently planning for changes and
proactively addressing workload and spending challenges are crit-
ical, including the need for forward-looking and careful strategic
planning.

Equally important is the need to keep the Congress well in-
formed, including developing and reporting data that will help the
Congress oversee and hold V.A. accountable for the funds entrusted
to it to best serve our nation’s veterans.

Mr. Chairman, that concludes my statement. I would be happy
to answer any questions.

Mr. EDWARDS. Thank you.

As we begin questions, members, let me say, out of respect to ev-
eryone’s schedules, since we have two panels this morning—and ac-
tually two hearings, with a second hearing this afternoon—I am
going to go on and gavel us all to close when we hit 5 minutes. And



132

I will begin that process, asking staff to do that with me. And that
way we can get through more rounds of questions.

So if you are in the middle of an answer when I gavel, if you
could finish that sentence. You can make it a long sentence

[Laughter.]

Mr. EDWARDS. But—we would appreciate that.

Mr. Williamson, let me begin by asking you, dealing with the
issues, the problems that you mentioned, has GAO come out with
specific recommendations about how to address those?

Mr. WILLIAMSON. Yes, we have come up with a number of rec-
ommendations as far as long-term care programs, both in terms of
strategic planning, as well as budget execution and formulation.

One of the things that we found in looking in the strategic plan
was that V.A. was not being totally transparent in looking at the
total workload that it would serve by not fully communicating this
information in its plan.

Instead V.A. reported only workload for priority one vets that
were going to receive nursing home care, but did not report the
lion’s portion of the workload in long-term care which is discre-
tionary. We think it is important that the entire workload be re-
ported. We made a recommendation to do that.

On the budget formulation side, the important thing there is to
come up with good cost assumptions. The cost assumptions for both
nursing home care and non-institutional care were far below the
current experience of the V.A. So we made recommendations that
V.A. use better estimates in that regard.

Mr. EDWARDS. Okay. Very good. Thank you.

And we welcome additional—information. I am sure staff has
copies of some of your reports. We could take a look at those

Mr. WILLIAMSON. Okay.

Mr. EDWARDS. Dr. Daigh, you talked about the management ap-
proach of the V.A., that all health care is local. I would like to
apply that to mental health care. I understand each hospital has
a certain culture and individuals, and you respect that, but never-
theless—and mental health care is an example—I am worried
about, do we have the best practices, particularly since the mental
health problem is going to be the signature challenge of the Iraq
and Afghanistan wars, we deal with veterans health care needs?

Are we making any progress in terms of trying to find best prac-
tices and then apply those throughout the V.A. health care system,
and particularly on mental health treatment for our vets?

Dr. DAIGH. Let me address that in a couple of thoughts here.
First I think it is extremely difficult to treat PTSD, which would
be the most common condition servicemen have. There is, in fact,
a set of treatments that have been viewed as best practice in that
data does support that they do work.

We are saddened that these treatments have not been rolled out
more aggressively and that the wars have gone on for a number of
years and the treatment or the training of providers to provide that
set of practices has not been rolled out as aggressively as we would
like.

Having said that, I think people who are psychologists and psy-
chiatrists and social workers and properly trained in mental health
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can deal with these issues effectively. I think adding that extra
arrow into their quiver helps their ability to treat these patients.

The new plan that V.A. has to roll out a mental health services
standard set of programs across the system, I think, is a good ef-
fort. I think it sets a very high mark, in terms of having every hos-
pital—being able to provide a standard package of care.

I am concerned that it is aggressive. In my view, V.A. is com-
prised of a series of hospitals that are low-volume providers. It is
difficult for a low-volume provider to economically provide a com-
plex set of treatment packages where you have individuals dedi-
cated to only one program out of many. In our reviews of the mil-
lennium health care programs, we found that larger places in big
cities could easily tap into resources and—smaller places had a
more difficult time.

So I think there does need to be the flexibility to allow local pro-
viders to pick which of these plans they think would be better suit-
ed to their population. And I think the plan does address that in
its formulation.

The other question with PTSD that we have looked at is, are vet-
erans being treated well for PTSD? And I will say that we think
they are being treated well. We have looked at this at Temple. We
have looked at this in a variety of hospitals across the system.

And although we find problems occasionally with the delivery of
the care, I think that V.A. is trying to make the right diagnosis on
the clinical side and in VBA a different stovepipe effort has to deal
with the benefit side.

Mr. EDWARDS. Okay. Thank you. Thank you very much.

Mr. Wamp.

POST TRAUMATIC STRESS DISORDER

Mr. WaMp. Well, Mr. Chairman, I have never seen a chairman
gavel down like that. [Laughter.]

Just keep on this line of thought about PTSD, because you talked
about how hard it is to treat. How hard is it to actually bring men-
tal health professionals in that have any experience in the battle-
field or with multiple deployments, all of the things that we know
contribute mightily to these mental health problems?

It is one thing to know how to treat it, but I would think that
it would be real important to also know what the veterans in some
way, shape or form have been through.

I have been worried about the rapid increase in funding because
it doesn’t always translate into efficiency, especially when you
spend money really fast like in a stimulus bill. You come back 12
months later, 18 months later and say, “Man, this is ugly. You
know, we are not efficiently spending the money.”

In this case with this ramp-up, I noticed in 2008 $319 million di-
rected at PTSD. You talk about the numbers in previous years but
that is a lot of money. Do you think it is efficiently being spent?
Do you think that these mental health care professionals are ade-
quately meeting the needs of the veterans, and do they have the
experience in the war, in serving? Where do they come from?

How do you, over the next 3 to 5 years, keep ramping up? How
would they, how should they ramp up their capabilities to meet
these needs? The suicide rate is, like I said, the canary in the mine
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here. We know that that is the stress point, so mental health is a
big topic of discussion as we go through these hearings.

How do we try to help the V.A. ramp up this piece?

Yes, sir, Mr. Daigh.

Dr. DAiGH. Well, sir, I would make the point that, although I
agree that military PTSD, both whether it is sexual trauma or re-
lated to combat exposure, is by and large a military event, it is not
totally a military event.

For instance, police officers and firemen also, through the course
of their life, see horrible things repeatedly. So the civilian trained
and functioning psychologists and psychiatrists and social workers
do have experience with the phenomena of PTSD that is not the
same, but it is close.

So I think one can then, where resources are constrained and
where the population is relatively small, try to leverage people who
are not fully employed by the V.A. to try to improve access.

We have recently completed a report on access to mental health
care in a state, which we plan to publish in the next week or 2.
They leveraged community mental health care centers, I think, to
great advantage. And I think it is possible to ramp up access to
care, assuming that you have some metric to ensure that people
see providers who are qualified to provide the care and you don’t
rely totally on the fixed facilities the V.A. seems to have.

So I think there are some ways one could improve access that
would be helpful.

As to the efficiency and dollar values you talk about, I am not
able to address that issue, sir.

VA MEDICAL PROCEDURE PROBLEMS

Mr. WamP. I don’t know if I can get to this whole question in this
5 minutes, but I will come back, but in Tennessee, we have had a
problem that has come out, beginning February the 13th, about
certain people in Murfreesboro’s being exposed to body fluids of
other people during colonoscopies.

And 6,400 people were kind of put on notice that they may have
been affected. And now this week, Johnson City, another health fa-
cility, notified some people that it might have bled over into their
facility, as well, where patients are being treated at both places.

Is this a systemic problem? Is it being addressed? Another ca-
nary in the mind. When it happens in one system, you have got to
say, “What do you know?” And so we can come back after 5 min-
utes, but let me know what you know.

Dr. DAIGH. Yes, sir, I think that repeatedly in health care there
are going to be instances where instruments are defective or proce-
dures are defective and patients are exposed to environmental con-
taminants.

So we recently reported in Las Vegas where, in doing
colonoscopies that were purchased care, a huge number of people
were exposed to hepatitis and potentially to AIDS. There have been
other instances where specific instruments were not—either the in-
structions to clean them were not appropriate or the cleaning proc-
ess done at the hospital broke down.

V.A., through their patient safety program, aggressively tries to
pre-emptively deal with these issues. When they find a problem,
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they notify veterans and try to get it addressed. In the last couple
of years, the SPD—that would be the rules that pertain to how one
cleans instruments and uses the infectious disease protocols to en-
sure that sort of thing doesn’t occur—have been rewritten and
strengthened.

So I think the problem is important. It will not go away.

Mr. EDWARDS. Thank you, Dr. Daigh.

Members, since this is our second hearing, I have incorporated
some of the suggestions made at our first hearing. So let me just
quickly reiterate what we are going to do in terms of the list of who
asks questions.

Those members that are here when we gavel the meeting into
order will be recognized based on seniority, rotating between Re-
publicans and Democrats. After the meeting has begun, members
will be recognized based on the order in which they showed up—
again, rotating between Republicans and—and Democrats.

With that, I would like to recognize Mr. Salazar.

COMMUNITY-BASED OUTREACH CLINICS

Mr. SALAZAR. Well, thank you, Mr. Chairman. Now I know the
importance of getting here 15, 20 minutes early. [Laughter.]

I do appreciate it. But as many of you know, my district is one
of the largest congressional districts in the country. It is all of the
western and southern part of Colorado. Much of the services pro-
vided to veterans is in CBOCs, some that are contract-based
CBOCs, some that are V.A.-run CBOCs.

Can you tell me

Mr. Dicks. What is a CBOC?

Mr. SALAZAR. Community-based outreach clinics. They are small
clinics that are——

Mr. Dicks. Thank you.

Mr. SALAZAR. Don’t have—with very basic services to veterans.
Do you know or have you done any research as to who does a bet-
ter job? Is it the contract-based CBOCs or V.A.-run CBOCs?

Dr. DAIGH. We think that is a very important question. And we
brought that to the attention of this subcommittee last year, and
we have been provided money to take a look at some of those
issues.

We will begin to review CBOCs like we currently review hos-
pitals—and we will specifically have sorted CBOCs into those that
are contract-run and those that are not contract-run. There are
about 800 CBOCs nationwide.

We have sampled them. And we will try to come back with an
answer to—both on the quality side and on the certain aspects of
the budgetary side of that with an answer to that question.

So I cannot answer it right now, but we will have reports this
year that directly address it.

Mr. SALAZAR. What percentage are contract-run versus—do you
know that?

Dr. DaiGH. If you will allow me to—I think about a third or less
are contract. Most are V.A.-run. I can get you the abstract data
with numbers on that, if you would like that—get that back to you,
sir.

Mr. SALAZAR. Thank you. Appreciate that.
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[CLERK’S NOTE.—The responses are included with the questions
for the record.]

I yield back, Mr. Chairman, so somebody else can ask.

Mr. EDWARDS. Thank you, Mr. Salazar.

Mr. Crenshaw.

BUDGET ESTIMATES

Mr. CRENSHAW. Thank you, Mr. Chairman.

Let me ask—you know, Mr. Williamson, when you talked about
the—the V.A. and the budget process, it sounds like, you hit and
miss from time to time. It seems to me you have got—to have the
right kind of budget, you need—first, you have got to have the
plan. Then you have got to have the correct estimates. And then
you have got to timely execute it.

And it sounds like they have been missing on, you know, some,
if not all of those. What, like, when you sit down and talk to them,
whether they underestimate it or overestimate, what has been the
reaction? And do you see improvement from year to year? Or do
you find that sometimes the same mistakes get made? Or are they
just—is it just really difficult to do that?

I mean, how does it fit in, when you sit down and say, “Here is
a better way”? What is their attitude toward that? And do you find
that the correction is being made?

Mr. WiLLIAMSON. The V.A. reacts positively to our recommenda-
tions. But, it seems to be a little different situation every time.

Some of the answers we get, in terms of why they underesti-
mated or why they came up with unrealistic cost estimates, for ex-
ample, the answer we get would be, well, we wanted to be conserv-
ative. Well, that wasn’t a very satisfying answer to me, because,
you know, in the face of much higher estimates or experiences they
have had, so there must be, you know, some other things going on
that they are not telling us.

I think the big thing in terms of planning is, whenever you get
a fairly large infusion of money, it is very important that you have
good goals and priorities ahead of time. And that is why strategic
planning is so important, in terms of setting the priorities of the
agency, the goals of the agency, setting strategies.

And we haven’t seen—at least in the long-term care budget—any
thoughtful consideration of that. And I think, in a larger sense, as
we harken back to our work on the mental health report in 2006,
the same kind of thing.

They decided to allocate money, $300 million in those 2 years,
2005 and 2006, and yet didn’t really have a good idea and didn’t
really carry through with distributing that money to their VISNs
and to their health care facilities.

When we did that work, a lot of the VISNs were not aware of
the fact they were supposed to use those allocations for mental
health. And as V.A. allocates money, it is really important that
they communicate between headquarters, the VISNs, and their
medical centers. And sometimes that communication is lacking.

We point those things out, and they are very receptive, and they
fix them, but other things then occur.

Mr. CRENSHAW. Well, like on the—what you are talking about,
discretionary care and kind of the long-term care, that what they
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call discretionary seems to me it is really not really discretionary.
It is part of the long-term care, but it is maybe an effort to shorten
the stay to save money.

When you point that out, do they recognize—I mean, that is like,
fudging the numbers to say, well, this is—we are going to have a
short-term stay, but the long-term stay is discretionary, but it real-
ly is not discretionary, because it is part of some, acute situation
that is going on.

Mr. WILLIAMSON. What I meant by that was that V.A. is only re-
quired by law to serve priority one vets in their long-term care fa-
cilities, but most of the vets they serve are not priority one. Two-
thirds or more are lower priorities.

So—and they only feel responsible for reporting the priority ones.
And it is useful information to you as you deliberate. You need to
know the total—you know, the total workload. And so we pointed
it out. And they are going to—well, we don’t know what they are
going to do yet, because while they agreed with our conclusions,
they have not yet responded to our recommendations on that.

IDENTITY THEFT

Mr. CRENSHAW. I want to ask about identity theft, because I no-
ticed that was something you are focusing on. And we used to see
it in the big sense, like the big massive loss of data, when that
laptop got stolen.

But how is that working? In terms of individual identity theft,
how do you find out when that takes place? Is it very common?
How is the V.A. doing, trying to protect against that?

Mr. WILLIAMSON. —anything about that? The identity theft?

Dr. DAIGH. I am unable to comment on how V.A. is doing. My
office investigated Birmingham—one of the larger data losses. I
would just say that I think they provide the ability for you to check
whether or not your identity has been stolen through civilian pro-
viders of financial information, but I am unaware of it.

Mr. CRENSHAW. Got you. So not a great, big problem right now
on an individual basis that you have seen?

Dr. DAIGH. I have no information.

Mr. CRENSHAW. I got you. Thank you.

Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Crenshaw.

Mr. Dicks.

VA AUDITS

Mr. Dicks. Thank you, Mr. Chairman. And we appreciate your
fairness in applying the rules. I just wanted to say that.

Let me, first of all—

[Laughter.]

Mr. EDWARDS. I appreciate the gentleman’s suggestions.

Mr. Dicks. Since we have a University of Washington alumnus
here, I want to—Bremerton—this is too good to be true.

Let me ask you this. We have—on my subcommittee, we have
been checking on whether an agency can pass an audit. Can the
V.A. pass an audit on how they spend the money at the end of the
year, financially?

Ms. FINN. And I can tell you that V.A. has received—
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Mr. EDWARDS. Ms. Finn, for the record and for the transcription,
could you please identify yourself?

Mr. Dicks. Maybe you ought to just come up to the—

Mr. EDWARDS. And maybe come up and sit here?

Mr. Dicks. Thank you, Mr. Chairman.

Ms. FINN. Okay.

Thanks. I am Belinda Finn. I am the assistant I.G. for audits at
the V.A.

The V.A. has successfully passed and received a clean opinion on
their financial statements for about the last 10 years.

Mr. Dicks. Good.

Ms. FINN. It doesn’t mean they don’t have problems. They have
three material weaknesses, one over their I.T. systems and their
security, their need for better financial systems, and a third weak-
ness that I cannot recall at this moment.

Mr. Dicks. Don’t they also have a problem communicating with
the Department of Defense health care, that that is still an issue?

Ms. FINN. They do, but that is not a financial statement.

Mr. Dicks. Okay, that is a separate

Ms. FINN. Yes, weakness.

Mr. Dicks. That is a separate problem?

Ms. FINN. Yes.

Mr. Dicks. Well, for the record, why don’t you give us—and you
can figure out what the third one was.

Ms. FINN. I will do that.

Mr. Dicks. Yes.

TELEMEDICINE

Mr. Dicks. Dr. Daigh, let me ask you this question. I have been
promoting this idea, and I am having a hard time with the Army
getting this done. Now, maybe the V.A. could help them.

When these kids come back—and this is not just for the Army
and the Marine Corps, but this also could be for the Guard Re-
serve, the National Guard—we have had people come in who have
this idea of online psychiatric care. In other words, with the con-
cern people have about privacy—and even you could maybe even do
this in country. If they had a problem, there could be a network
of psychiatrists that they could go online and talk to and to try to
help relieve their problems.

And with this escalation in suicides, it seems to me that some-
thing needs to be done. Now, the Army is working its way through
this methodically, and it is going to take 4 months to have a com-
petition—an RFI on this.

I just wonder, is there any way we can figure out to do a pilot
project or something to see if this works while they are working out
these competition rules and things of that nature? What do you
think of that?

Dr. DAIGH. By online, you mean telephone or do you mean

Mr. Dicks. No, on computer.

Dr. DAIGH. On computer.

Mr. Dicks. On the Internet.

Dr. DAIGH. Okay. So there

Mr. Dicks. And this has been done in some places already, but
it is not being done on a systematic basis.
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Dr. DAIGH. Right. So there is a nationwide V.A. suicide hotline
which we were advocates of and—has been very successful. Online,
if you mean video, would—under another rubric would be sort of
mental video telehealth is a standard way that professionals pro-
vide medical consultation either directly to patients or to other pro-
viders with less experience.

So, for instance, you might have an expert in—a psychiatrist sit-
ting in a desk who you could go and project his image and con-
versation to a social worker at some other location with the pa-
tient, and you could talk about a mental health issue or you could
talk about a skin disease or you could talk about a variety of
issues.

Mr. Dicks. Well, what about the troop—the person who is having
mental problems, and he wants to—and maybe he wants to do this
confidentially, can he talk to a psychiatrist and get some help?

Dr. DAIGH. I am always concerned about trying to understand
the emotion that is in speech and information that is transferred.

Mr. Dicks. Yes.

Dr. DAIGH. So I would think that either the telephone or seeing
them and hearing them would convey a lot more information that
would be useful to the mental health provider than simply a chat
room or an Internet conversation.

Mr. Dicks. Well, maybe you could—could that be done? I mean,
could you do it so you could have the conversation on a video basis?

Dr. DAIGH. I believe that the military currently does it all the
time now

Mr. Dicks. Yes, I mean——

Dr. DAIGH. —across the world to Walter Reed. The V.A. does it
or telehealth in—for example and many other states. So the answer
is, yes, I think it can be done, and I think fairly easily.

Most people, if you have a computer and you have a video cam-
era, then I would think you could do that.

Mr. Dicks. Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Dicks. An important line of ques-
tioning.

Mr. Berry.

COMMUNITY-BASED OUTPATIENT CLINICS

Mr. BERRY. Thank you, Mr. Chairman.

As you addressed Mr. Salazar’s question about CBOCs and out-
side contractors, I would think it should include a comparison
about how small business set-asides that get these bids, that basi-
cally have no expertise or background in health care, get a bid and
see how the care—which is all any of us care about on this com-
mittee—of course, we have all got to be concerned about money—
but is to see that our veterans get the best possible care that they
can get.

And I would encourage you to compare that in the study that you
do. And if you have any information about it at this point, I would
like to know about it. But I would like to see that done.

Dr. DAIGH. That is not an element in our current plan, but we
will look—I will go back. And when we have the data—quality of
care between those that are contracted and those CBOCs that are
not contracted, we will look at that and get that back to you.
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Mr. BERRY. Okay, thank you.

Dr. DAIGH. It may not be—since the samples weren’t selected to
answer that question, it may not be statistically significant, but I
will give you the data we have on it.

Mr. BERRY. Okay.

That is all, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Berry.

Mr. Farr.

Mr. FARR. Thank you very much, Chairman.

Mr. Daigh, I want to just thank you for your public service. 1
think it is—we are very fortunate to have you with a medical pro-
gram and CPA background being able to do this. And I think with
this committee we are almost—we like to have these hearings in
a conversational mode so that we can really kind of fix things that
are broken.

Do you have a chance—I mean, you are the inspector for, you
know, health care inspections, but in that you get to see how things
are—as you said in your opening comments. I think the policy of
our committee—at least I have been saying ever since I have been
in this committee—that our goal is to leave no veteran behind.

My hope and feeling is that if there is any model in government
that could really reach out and provide all those kinds of services
that are needed to leave no person behind, no veteran behind, that
it is the Veterans Administration.

I am glad Mr. Wamp is here, because he may be a governor of
a state, and it seems to me the Veterans Administration can be
modeling for a lot of people, a lot of states, a lot of interests in this
whole health care reform, which is also, hopefully, mental health
reform, so that we have an accessibility of services.

HOMELESS VETERANS

And T loved your statement that all health care is local. In that,
I have lots of questions, but I am really concerned about what we
are doing with the homeless veterans. We heard that we have
250,000 homeless veterans that are sleeping on the streets of
Amercilca. That is a lot. And we ought to be, as a country, embar-
rassed.

For some of them, there are no facilities. We have been trying
to allow the civilian community to be contracted, particularly with
PTSD, for local psychologists who are licensed and can treat these
folks, so that the veterans don’t have to go a lot of miles to get ac-
cess to a clinic or a hospital.

How we can close these gaps and what things we can do? I have
a Vietnam veterans association that has received a bunch of houses
from the closure of Fort Ord that are rundown and not up to code.
They actually have homeless families that they are trying to put
in these houses. And we don’t have any—money to rehab the places
and bring them up to code.

How do we, in your position, bring the recommendations to how
to close these gaps so that we can really have a much better, seam-
less delivery of care? You are pioneering. You are pioneering the
medical records. You are pioneering these clinics and these commu-
nity-based clinics.
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I think you are really pioneering a lot of things that the Depart-
ment of Defense doesn’t do, nor does the other deliveries of health
care that we have in the U.S.

So in your professional role, do you see a bigger picture of how
we might be able to address the gaps?

Dr. DAIGH. Yes, sir, I do. The last effort that I asked for support
for was the DOD/V.A. reporting and analysis tool. And I think if
one understands who veterans are and understands their charac-
teristics and where they live and has access and understands what
their mental health needs or physical health care needs are, then
one can begin actually to look at the V.A. care that is available,
where they access the V.A. system.

You can access and see where they access DOD. You could see
where they access the Medicare or Medicaid, where they are get-
ting their care from. You can begin to see if there are other HHS
clinics out there that they are getting their care from.

So you can build a picture of where they are getting care. And
you can also build a picture of where they are not getting care and
where you need care or you need to procure care of some type.

Mr. FARR. We are not doing that?

Dr. DaiGH. I think that we are currently focused on and the
metrics we submit with the budget are focused on transactions. If
you show up at this hospital and ask for care, were you provided
it? Not, if you live on the other side of the mountain and you are
the same person are you provided that care?

Mr. FARR. Thank you—

Mr. EDWARDS. Thank you.

Mr. Kennedy.

Mr. KENNEDY. Thank you, Mr. Chairman. Appreciate it.

Welcome. I know the chairman got into this at the outset, but
I would like to revisit it, and that is the standards. I am enor-
mously impressed and what is so impressive about the V.A. is that
it is the biggest public health system we have in our country and
that it has scale and that we can measure outcomes on a scale
basis and take what works and bring it to scale.

But we have it for MRSA. We have it for cancer. We have it for
every illness under the sun, but we don’t have it for mental ill-
nesses.

Now, the big debate now in the mental health community is be-
tween clinical outcomes and functional outcomes. And the real
meat and potatoes here are functional outcomes. You know, we can
debate all day about clinical outcomes, but we know what func-
tional outcomes are. We know what—people can get up and go to
work, hold down a job, not drink as much, be able to stay compli-
ant with their meds.

There are pretty basic measures. And those aren’t measures that
are hard to get. We can get them from the NIDA, NIAAA, and
NIH. And until we employ some basic measuring sticks, we are not
going to know whether your methadone clinic or your out-patient
clinic in Chicago or your PTSD clinic combined with your metha-
done clinic in Houston or your Providence V.A. and whatever it is
doing with their vet-to-vet program is, which program has had
more success in terms of getting veterans back on their feet, going
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to the local community college, and having the greatest success
academically and in the working world, so forth and so on.

So I can’t implore you enough. We have got to lay down stand-
ards. As, you know, rudimentary as they may initially be, we have
got to start somewhere. And I am wondering, why haven’t we?

Dr. DAIGH. Do you mean standards—population at risk or do
you

Mr. KENNEDY. Standards by which to measure how we are doing.
We are never going to get anywhere knowing what is working and
what is not working out there if we don’t know first what the objec-
tive measuring stick is, what we are after.

Dr. DAIGH. I would agree with you that the current metrics that
are used and submitted with the budget are usually transactional
or process metrics, which I agree are what you are against. We are
looking for, you know, functional outcome and

Mr. KENNEDY. Right, functional.

Dr. DAIGH. So what I am suggesting is that, again, if you know
who the population is, one can have outcome measures to apply to
a population to see if folks are going where you would like them
to go, the outcomes are what you would like.

For instance, there might be a unit that comes back from Iraq
that decides to demobilize in a way that they provide specific train-
ing to their soldiers or do specific things to try to ensure that they
don’t have PTSD or that——

Mr. KENNEDY. Right.

Dr. DAIGH [continuing]. Outcome. And there might be another
unit that had similar activity that didn’t take those steps or took
a different set of steps. So if you know who was there and you then
can go and look and see several years down the road what the out-
come was, one can look back and see if one idea of how to deal with
this on the battlefield or after the battlefield made a difference.

So I am completely on board and advocating that this sort of
data be put together so one can do the kind of analysis you are sug-
gesting to ferret out which ideas seem to be working the best.

Mr. KENNEDY. So speaking of audits, we need to be tracking all
the different data that is being—and employ it in terms of how it
is being collected, so we know what is working and what is not
working in a manageable way. And how do we propose—how do
you propose we get about doing that?

Dr. DAIGH. In my office, I have to rely on psychiatrists or mental
health professionals to identify what they think the best outcome
metric would be for a mental health issue or on a cardiologist, for
e})l(ample, but DOD and V.A. are currently working to try to get
this

Mr. KENNEDY. Okay.

Dr. DAIGH [continuing]. Together.

Mr. KENNEDY. Well, that is what, Mr. Chairman, we need to
work on, bring the mental health and DOD folks up here and get
them to answer what they are doing in terms of mental health
metrics.

Mr. EDWARDS. Mr. Kennedy, may I interrupt?

Mr. KENNEDY. Sure.

Mr. EDWARDS. I am going to stick to the 5-minute rule on this
round, but we are going to go directly into a second round.
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Mr. KENNEDY. Okay.

Mr. EDWARDS. And recognize members. And let me just say,
members, on a second round, the policy will be we will recognize
members by seniority, as long as they were here when the second
round began.

So we will go with Mr. Wamp, and then we will go with Mr.
Farr, Mr. Salazar, Mr. Kennedy, and then Mr. Berry.

Mr. Wamp.

Mr. WawmP. It may be Farr, Kennedy, Salazar, Berry, Salazar, in
that order.

Anyway, and this will be my last question for these two, because
I know we have got to move on with the other panel in this.

COMMUNITY-BASED OUTPATIENT CLINICS

The 30,000-foot view, Mr. Chairman, where I wonder often, hav-
ing been in Congress for over 14 years and really worked at ex-
panding our out-patient clinics’ capabilities. Watching the whole
CBOC process evolve, and now super-CBOCs, and watching the
V.A. stiff-arm contracting care as much as they could, and certainly
any kind of demonstrations where they might contract with local
health care providers for in-patient care, which they have resisted
I think all across the country, but certainly in my area they have.

We don’t have a hospital within 2 hours of where I live. So the
CBOC becomes more and more important. And super-CBOCs can
really fill that gap of care.

So my question is, do you think from your studies—and every
year we need to check—are the trends towards super-CBOCs and
trying to keep as much care available to the veteran, without hav-
ing to drive 2 or 3 hours to get in-patient care, is a good trend?

I thought when care was the big thing that we were somehow
going to take some of these older facilities in the Northeast that
are not fully utilized, and maybe close them and redirect some of
the resources to where the veterans had actually moved, which in
many cases was the warmer climate where there might be a little
water. A lot of it is in my backyard, but I haven’t seen that happen.

And I just wonder, are there regions of the country that are more
efficient than others? Are there regions where we are spending
money and doing things better? Or is it a uniform outcome across
the country, I.G. and then GAO?

Dr. DaIGH. I would like to try to answer your question this way.
One of the issues that arose after some adverse events in the last
year or 2, where in trying to provide procedures at relatively small
hospitals there were some catastrophes, V.A. has agreed to our rec-
ommendation to determine what procedures can be done at each
hospital by the level of staffing that they have.

So they have gone through and identified what sort of care they
have for pre-op, op, post-op, and then ward care, if you will. And
they have gone through and looked at the surgical procedures that
they have done and categorized them into sort of three groups, you
know, relatively straightforward, and complicated, and very com-
plicated.

So they have agreed with us that there are certain things that
you just shouldn’t do at a relatively small facility. So I think that
the push to do too much at a facility, hopefully, will not occur, and
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therefore then one will have to come up with strategies to deal
with patients who are distant from a CBOC, which has, frankly,
you know, capability, but limited capability, or hospitals, which all
have limited capability, depending—you know, there is always an-
other bigger hospital someplace that can do more.

So I am hoping that the V.A. will then be able to arrive at some
practical solutions to address that issue that you are talking about.

Mr. WILLIAMSON. A couple of issues you raised are interesting.
I think, in the discussion of CBOCs, we shouldn’t forget vet cen-
ters, because for mental health issues especially, vet centers are
the entry point for more and more vets these days. I think close
to 65 million vets a year use these facilities.

And I just recently visited a couple vet centers in Southern Cali-
fornia. And I think there are a number of issues relating to staff-
ing, to training, especially for things like military sexual trauma,
whether these folks are being adequately trained for all of these
things that veterans are presenting, I think, is a question.

The other issue you mentioned, in terms of cost comparison, V.A.
has in place performance metrics which allow them to look at how
efficient each hospital throughout the country—each of their hos-
pitals are. And I think there is a question of whether the head-
quarters or the VISNs are actually looking at that data, looking at
indicators, that maybe there are some outliers, and really saying,
“Why is that happening? Is there anything we can do about it?”

I mean, some of it might just be due to the fact that health care
costs are higher in certain locations. That is certainly true. But I
would want to look at that process and something that we are in-
terested in, in the work we are doing.

M?r. Wamp. How many veterans you say go to VA medical facili-
ties?

Mr. WILLIAMSON. I think we are close to 65 million.

Mr. WamP. You mean

Mr. WILLIAMSON. I mean——

Mr. WAMP. I heard that, and I said there are only, I think, 23
million—so I was wondering where this number came from?

Mr. WILLIAMSON. That is 65 million outpatient visits for VA
healthcare. That is the visits, yes.

Mr. WamP. I understand. But I knew it wasn’t 65 million.

Mr. WILLIAMSON. No, no, no, I know.

Mr. WamPp. Okay. I yield back.

Mr. EDWARDS. Thank you, Mr. Wamp.

Mr. Farr.

ELECTRONIC MEDICAL RECORDS

Mr. FARR. There are 23 million veterans? Do we have the capac-
ity to have them all in a computer? I mean, you have to know that
they are a veteran if somebody comes in. There has to be records
of it, right?

Dr. DAIGH. There are records of that.

Mr. FARR. How do we develop an individual plan for each vet-
eran, for what the options are?

Dr. DAIGH. There are

Mr. FARR. We want them to know that, hey, you are a veteran,
you are in a priority. You are this priority. Oh, by the way, even
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in the county that you live in or community that you live in, there
are these resources available and in the region there are others.

Because what you are saying is, all we are doing is keeping track
of sort of a check-off system, if somebody enters by asking for serv-
ices. And we count the ones that are using the services. We are not
keeping track of the unmet needs of veterans.

Dr. DaiGH. I have probably said it a little too harshly. I think
that there is a view of all the veterans, and all veterans need care,
but if you get down to the actual metrics that people apply, most
are transactional. So there are limitations in going backward where
data is not as well computerized as we would like, pay records, for
instance, so you can identify people.

But if you look at the different computer systems, the amount of
data available degrades fairly quickly once you get back into the
1990s, and you can build it back, but only at the current level we
are with limits.

So I agree with you that we should try to identify where our
folks are, what their priorities are, and then try to assist them to
get the care they need.

Mr. FARR. The reason I am asking is, I am on the Agricultural
Committee, and we are looking at the school lunch programs, and
I found out from California that we can find out where all the poor
kids live who would qualify for the school lunch program better
than the method the schools use. That method essentially requires
the parent to come in and say, well, yes, I am poor, I want my kid
to have a lunch. And I thought, well, we can do that by using the
Medicare and census data.

Dr. DAIGH. Yes, sir, there

Mr. FARR. It tells you exactly where these people live and who
they are. We need to do that with veterans. I mean, we are all so
insular, and we can look at all these other resources that govern-
ments have, whether they are federal, state or local, but we have
got that kind of data now. We just haven’t arrayed that data in a
way that makes it helpful.

It is also not only the data, but are there, do we know, some
proven results? What does it take to get the treatment you need?
To make sure that you have some functional functionality. It seems
to me that it is really a matter of knowing how good our records
are and then using other resources that the federal and state gov-
ernments have to put a list together—If it were good for one vet-
eran in one community, it would be good for all the veterans in
that community.

All health care is local.

Dr. DAIGH. Yes, sir.

Mr. FARR. What is that health care?

Dr. DAIGH. Well, sir, we are going to publish a report where we
took the population of veterans living in a state, sampled them,
geocoded where they lived, geocoded all the care providers that
V.A. owned, V.A. contracted with, and that V.A. had fee basis

Mr. FARR. Yes.

Dr. DAIGH [continuing]. And then calculated drive time for all
those folks, breaking the care up into those folks who could write
prescriptions or those folks who could offer counseling——

Mr. FARR. Yes.
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Dr. DAIGH [continuing]. And then looked at what that care in
that state looks like. So I am right there with you. I think that is
exactly—

Mr. FARR. How long is it going to take to do that?

Dr. DAIGH. I am going to publish that in a couple of weeks for
one state.

Mr. FARR [continuing]. Will you bring those back to this com-
mittee——

Dr. DAIGH. I would be——

Mr. FARR [continuing]. What those recommendations are, as you
look at that data?

Dr. DAIGH. T will. And I think that data exists and that it can
be used to address needs for different areas. So the needs of this
state might, in fact, be different than the needs of another.

So I am right there with you. I encourage that. We have begun
to look more at populations, at the needs of populations, driving
down to individual care plans, which is what you are saying.

Mr. EDWARDS. Thank you.

Mr. Salazar.

Mr. SALAZAR. Just one brief question. You mentioned that the
V.A. had different codes for their electronic medical records and
how they enter information, one of you did, I think. Have they
taken your recommendations as to how they can

Mr. WILLIAMSON. In terms of medical—

Mr. SALAZAR [continuing]. Record. Isn’t that what you said? I
thought that is what you had said, that they had different codes
as to how they entered different material into the electronic med-
ical records. Maybe——

Dr. DAIGH. My understanding is that there is a standard system
of codes used across country for government and non-government
to describe the activities in a hospital. And the V.A. uses those
standard codes in their medical records to define what care was
provided.

Now, there might be many, many codes in medical records, so I
am not sure exactly what——

Mr. SALAZAR. But didn’t you say that that was one of the weak-
nesses——

Dr. DaiGH. What I was talking about, sir, was innovation in the
medical records. For example, we went back and looked at how
V.A. compared in their treatment of patients with deep venous
thrombosis, so, for instance, you are admitted to the hospital. You
have a broken leg. You are at risk of getting a clot that would then
travel to your lungs.

Are the outcomes for that specific entity for which there are
standards of who should be anticoagulated, you know, out there,
how did the V.A. compare? We found that the V.A. compared well
with the rest of the country. Their rate of deep venous thrombosis,
embolisms about the same.

Where we had a problem was that the medical record, if it were
more intelligent, could say, “You are admitted with this diagnosis.
Has this medication been ordered?” So there are medical record
systems that have that business intelligence in it. V.A.’s doesn’t. So
there is frustration by the physicians in the field that that innova-
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tion hasn’t been put into it already, since everyone—since that
would be one of the things that you would like to see.

All T am saying is that that rate of innovation, the way that the
medical record can change and keep up with science needs—is im-
portant. And if that rate of innovation doesn’t keep up, then V.A.
is going to fall behind.

So I bring that to you as a risk for which I apologize I don’t have
a lot of work, other than what people tell me and this one piece
on deep venous thrombosis. But I think that is a very important
issue.

Mr. SALAZAR. Thank you.

Mr. EDWARDS. Thank you, Mr. Salazar.

Mr. Berry.

COMMUNITY-BASED OUTPATIENT CLINICS

Mr. BERRY. Thank you. I will be very brief. And I thank all three
of you for being here and for the work you do.

Back to the CBOCs and the comparison study you are doing and
all that. How long will it take to complete?

Dr. DaigH. Well, we will begin actually going to CBOCs in April.
We will, at the end of the fiscal year, roll up the data that we have
in a cumulative report. We will report on the quality of care at
each of the CBOCs on an every-other-month basis, and so it will
be four or five CBOCs that will be visited.

And then there will be a report on the financial issue of con-
tracting that will—to be honest, I haven’t figured out whether it is
going to be a separate report or part of the roll-up report at the
end of this fiscal year.

Mr. BERRY. It seems to me that it might be a reasonable thing
to do to suspend further solicitations until we have the results of
that report.

Dr. DAIGH. I can’t comment, sir. I have no data. And——

Mr. FARR. Can I follow up on that? Is this part of the other alter-
native way to get private financing through the health care center
for facilities program, where you have a private developer build the
facilities and then lease them back? Is that part of that?

Mr. BERRY. No, not that I am aware of, Sam. Thank you, Mr.
Chairman.

TELEMEDICINE

Mr. EDWARDS. Thank you.

Let me just finish with one quick question. And let me say, also,
I know we have just scratched the surface. I know a number of
members will have additional questions in writing to send to you.

Let me just ask—one better use of psychiatrists, psychologists,
we have in the V.A. is the use of telemedicine. Is there any other
way we can bring more psychiatrists and psychologists into the—
tremendous competition—is out there in the marketplace. You have
the private sector and the V.A.

Anything we can do with loan forgiveness for young psychiatrists
coming out of medical schools, anything else that either of you
would recommend?

Dr. DAIGH. T haven’t looked at that issue. I think you would be
better to ask the mental health professionals at V.A. as to what dif-
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ficulty they have hiring and what they think would work. We sim-
ply have not addressed that in our work.

Mr. EDWARDS. Okay.

Mr. Williamson.

Mr. WILLIAMSON. No, I—we haven’t addressed that, either.

Mr. EDWARDS. Okay. Let me just conclude then to allow time for
the second panel by thanking both of you.

You know, I know that, given your responsibility, sometimes you
are probably welcomed as warmly as a bank auditor by bank ex-
ecutives. But you are genuinely welcome to this subcommittee, and
we see you as real partners and carrying out a responsibility that
I think we all want to see Congress do more of, and that is the
oversight responsibility.

I am so impressed by the experience and the commitment that
I see with your two positions and those others testifying with us
in just a few moments. It is obvious to me it is a genuine commit-
ment to help our agencies be better served, in this particular case,
help our veterans receive the care that they have earned and so
very much deserve.

Thank you for the important role you play. Please consider your-
selves partners with this committee. You are welcome to contact us
at any point. From here forward, you would be returning our call.
And so work closely with our staff on ideas and recommendations
you have about how we can address some of the challenges that
you have outlined today or challenges that we didn’t have time to
get into today.

Thank you, Dr. Daigh.

Thank you, Mr. Williamson.

Members, I would like to call the second panel forward. And we
have three witnesses in that panel.

As they come forward, let me just say that the goal of this panel
is to address issues regarding I.T. interoperability, the implementa-
tion of the new G.I. Bill. I think we are facing some real challenges
trying to meet the deadlines there—issues regarding auditing, con-
tracting, and claims processing, recognizing that the backlog of vet-
erans waiting to have their claims processed has been a major
issue of veterans and veterans organizations.

To address these issues, we have three witnesses today. First, as
introduced previously, Ms. Belinda Finn is with the Office of In-
spector General. She was appointed assistant inspector general for
auditing in the V.A. in January of 2007.

Prior to joining the V.A., Ms. Finn was a deputy assistant inspec-
tor general for the Department of Homeland Security. She has also
worked as an accountant and arbiter with the Department of
Treasury, the Department of Defense 1.G., the Department of En-
ergy I.G., and the U.S. House of Representatives I.G., making very
well the point to her service that I was just trying to make about
the degree of professionalism and experience in these positions
with inspector generals positions is very impressive to me.

Thank you, Ms. Finn, for being here.

Ms. Maureen Regan, welcome, Ms. Regan, to our subcommittee.
Ms. Regan was appointment counselor to the inspector general in
1989, once again showing a deep depth of experience and commit-
ment to your position. She began her government career in 1984



149

as a staff attorney with the Department of Veterans Affairs Office
of District Counsel in Washington, D.C. Ms. Regan is a graduate
of Columbus School of Law at the Catholic University here in
Washington.

Again, and welcome.

Our third witness this morning is Ms. Valerie Melvin.

Ms. Melvin, welcome to our subcommittee.

She is the director of information management and human cap-
ital issues with the GAO’s information technology team and is pri-
marily responsible for issues concerning health information tech-
nology and I.T. human capital. And we have a lot of issues to dis-
cuss on that front.

Ms. Melvin has led studies of information technology manage-
ment issues at several agencies, including the V.A., the Depart-
ment of Health and Human Services, and the Social Security Ad-
ministration. Ms. Melvin is a graduate of the University of Mary-
land, with a bachelor of science degree in business administration
and a master’s degree in management information systems.

Again, I thank the three of you for being here today. And I would
like to recognize you for opening statement of approximately 5 min-
utes. Have you selected any order?

Ms. Finn? Well, let’s just begin with you, and then Ms. Regan,
and then to Ms. Melvin.

STATEMENT OF BELINDA J. FINN

Ms. FINN. Thank you, Chairman Edwards.

And thank you to the members of the subcommittee for having
me here this morning. I am pleased to be here.

I am going to be speaking on the issues related to the VBA’s
claims processing problems, their progress in implementing the
new G.I. Bill, educational benefits, and finally the challenges in-
volved in spending the stimulus funds and our oversight of those
funds.

My office has been tasked with monitoring V.A.’s progress in im-
plementing the Post-9/11 Veterans Educational Act, now basically
called the new G.I. Bill.

We have found—V.A. has made some progress in the last few
months, in that they weren’t doing very much at all before. But
they still have several challenges before they can get to a success-
ful implementation.

These include the inherent difficulty of fielding a new software,
limited I.T. development resources, developing staffing require-
ments, and a really aggressive project schedule.

Elsewhere in VBA, they are facing the challenge of large back-
logs of pending claims for compensation and benefits. This has
been a challenge for many years. Increases in funding at V.A. have
enabled them to hire additional claims examiners, but this presents
its own challenge in developing a productive workforce.

We are currently working on a review where we are looking at
claims over 365 days old, and we believe we will identify a number
of ways that V.A. can help to improve their processing time over
their claims. We expect to issue the final report on that work over
the summer.
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We are currently also standing up an inspections unit that will
be performing systematic reviews at individual regional offices. Our
charge there is to review operations and the accuracy of claims
processing to determine how well the R.O.s are providing accurate
and timely benefits to veterans.

In the I.T. area, I know your main focus is the sharing of infor-
mation. I work in the area of I.T. security and management at V.A.
V.A., of course, faces continuing challenges related to I.T. security
and the management of their projects.

Although the consolidation of functions and activities under the
CIO has addressed some security issues, we continue to find prob-
lems related to access controls, configuration management, change
management, and service continuity.

We are also concerned greatly about the management of I.T. cap-
ital investment, because these projects present great risks and can
become costly, risky, and unproductive, if not effectively managed.

In the stimulus funding, V.A. is not a major player. They have
received about $1.4 billion to do maintenance and repairs in VHA
and the National Cemetery Administration, hire additional employ-
ees, and develop some new I.T. systems.

Even though VA has not received as many funds as the rest of
the government, it is still a challenge to spend $1.4 billion wisely
and efficiently, so we are going to be providing oversight upfront
over the requirements definition and the controls over the spending
of these funds.

Chairman Edwards and the subcommittee, thank you again for
the opportunity to be here today. And as Dr. Daigh said, thank you
very much for the continuing support you have given the OIG. I
will be happy to answer any questions.

Mr. EDWARDS. Thank you, Ms. Finn, for your testimony, for
being here and for what you are doing.

Ms. Regan.

STATEMENT OF MAUREEN T. REGAN

Ms. REGAN. Thank you.

Mr. Chairman, members of the subcommittee, thank you for the
opportunity to address issues and challenges facing V.A. and main-
taining an effective and efficient acquisition program.

Before I start, I would like to say that your entire panel here is
University of Maryland graduates. I think it is the first time I have
been on such a panel, so go Terps.

Mr. EDWARDS. Well represented today.

V.A. spends approximately $10 billion a year on procuring sup-
plies, equipment, and services, and that number is growing every
year. Despite efforts to implement policies and procedures to im-
prove the acquisition program, procurement remains one of V.A.’s
five major management challenges.

In addition to more than 80 pre- and post-war reviews in con-
tracting that are issued directly to contracting officers, in the past
year, we have published more than 10 reports that have identified
deficiencies in the manner in which V.A. plans, solicits, awards and
administers procurement action.

We attribute the problems to many factors, including the lack of
sufficient personnel in those acquisition and program offices that
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have the knowledge, experience to develop awards and administer
these contracts.

In addition, there is little to no oversight—particularly conducted
at the local levels, in the field. Our work has shown that requesting
program offices are often not able to identify the requirements or
properly administer a contract after award. We have also found
that acquisition personnel are not always familiar with or fail to
comply with procurement laws and regulations.

The impact of these deficiencies is exacerbated by the decen-
tralization of V.A. acquisition programs and the absence of a com-
prehensive system to accurately record and monitor contracts and
purchases.

With respect to the latter, in 2007, V.A. activated a new Elec-
tronic Contract Management System. It is called eCMS. And the
purpose was to standardize the procurement process and to provide
visibility regarding V.A. procurement.

After it was initiated, V.A.’s Office of Acquisition, Logistics and
Construction issued a policy telling everybody how to use this sys-
tem to generate and issue contract documents to record relevant
contract information on both new and existing procurements.

We recently completed an audit that showed that contracting en-
tities in V.A. were not complying with the policy. They are not
inputting the data; they are not using the system as required. In
fact, we found one VHA policy that they were following that was
inconsistent with the overall policy as issued by the Office of Acqui-
sition.

One of the things it did was exempted all your prosthetics from
using the system, and prosthetics is a large amount of VHA pur-
chases and supplies.

In addition to our work with the CBOCs that is ongoing, we are
doing a review at the request of the Secretary of the interagency
agreements between the Navy’s Space Warfare Systems Command,
otherwise known as SPAWAR, and an audit of disability examina-
tions conducted by V.A. personnel and those conducted by contrac-
tors, a review and an audit of the award administration of V.A.’s
federal supply schedule contracts for health care services, and we
are also looking at the Medical/Surgical Prime Vendor Program
that V.A. has in place.

One area that V.A. has expended resources for considerable over-
sight is on the federal supply schedule contracts that V.A. awards.
As you know, this is really a GSA program. But for about the last
40 years, the delegation has been to V.A. to do all health care con-
tracts.

V.A’s programs—and that is for medical and surgical supplies,
equipment, pharmaceuticals, and health care services. V.A. entities
spend about $7.5 billion per year on V.A.’s FSS contracts. About 60
percent of that, those dollars are V.A. dollars, and so V.A. has a
great interest in keeping the prices fair and reasonable, because a
lot of our money is going to those contracts.

Of great concern to us in the past year, GSA convened a Multiple
Award Schedule Advisory Panel. Some people call it the blue-rib-
bon panel. And the purpose was to review the structure used in
pricing of F'SS contracts.
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On this panel are two representatives from industry organiza-
tions. At their request and the request of industry, the panel is
considering removing key clauses from the contracts. These are
clauses that we believe ensure not only that government gets fair
and reasonable pricing at the time of award, but that pricing is
maintained throughout the term of these contracts, which are 5
years or longer.

We believe if these clauses are taken out of the contracts, and
I know there was at least a vote on it at one point in time to take
them out, V.A. will be paying significantly higher prices for these
products than similarly situated commercial customers.

This completes my oral statement. Thank you for the opportunity
to address these issues, and I would be happy to answer any ques-
tions.

Mr. EDWARDS. Thank you, Ms. Regan.

Ms. Melvin.

STATEMENT OF VALERIE C. MELVIN

Ms. MELVIN. Thank you, Mr. Chairman and members of the sub-
committee.

I am pleased to be here today to comment on V.A’s efforts to
achieve interoperable electronic health records with the Depart-
ment of Defense. The two departments have been working for over
a decade to share electronic health data, and Congress has directed
them to jointly develop and fully implement interoperable elec-
tronic health record capabilities by September 30, 2009.

The department’s experiences in this area are also relevant to
the broader effort to advance nationwide health information tech-
nology initiatives. As current and past administrations have recog-
nized, information technology has the potential to help improve the
efficiency and the quality of health care by making patient infor-
mation more readily available to providers, reducing medical er-
rors, and streamlining administrative functions.

Federal efforts to realize this potential are being led by HHS’s
national coordinator for health information technology. We have
performed numerous studies of V.A’s and DOD’s efforts to share
electronic health information, and my testimony today will describe
some of the departments’ achievements and challenges in this area.
I will also briefly comment on how these apply to the broader na-
tional initiative.

In summary, V.A. and DOD have made important progress, but
they continue to face challenges in managing the activities required
to achieve this inherently complex goal. Over the years, they have
increased the types of information shared and succeeded in sharing
computable data, that is, data in a format that a computer can un-
derstand and act on.

For example, the departments are now exchanging computable
pharmacy and drug allergy data on over 27,000 shared patients,
permitting their health information systems to alert clinicians to
drug allergies.

Sharing computable data is considered the highest level of inter-
operability, yet achieving this level is not always necessary. Data
that are viewable but not computable also provide important infor-
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mation, and the departments are sharing many types of health in-
formation in this manner.

However, they have more to do since not all electronic health in-
formation is yet shared, and although health data at V.A. are all
captured electronically, information is still captured on paper at
many DOD medical facilities. One challenge facing any effort to
share data is the need for clearly defined standards to allow dif-
ferent systems to work together.

For example, technology standards must be agreed on. And a
host of content issues must be addressed, such as the need for con-
sistent medical terminology. V.A. and DOD continue to work on
standards to extend their own data sharing, and they also partici-
pate in standards-related initiatives led by the national coordinator
that are focused on transitioning to a nationwide health I.T. capa-
bility.

Their involvement in these initiatives is important, both because
of the experiences that these departments can offer and to help en-
sure that the standards they jointly adopt are consistent with ap-
plicable federal standards.

Nonetheless, V.A. and DOD face challenges to effectively meeting
the September 2009 deadline for full interoperability. While they
have plans to further increase their electronic sharing capabilities
by then, these plans do not effectively define the extent of data
sharing expected to be in place to meet the interoperability goals
or consistently identify results-oriented performance measures that
are essential to assessing progress toward the delivery of that capa-
bility.

Further constraining their effectiveness is their slow pace in set-
ting up an interagency program office that is to be accountable for
achieving the interoperable capabilities. Defining results-oriented
performance measures and ensuring that they are met would be an
important part of this office’s mission.

V.A. and DOD concurred with our recommendations that they
give priority to these matters, but they have yet to be fully ad-
dressed. Until they are, however, the risk is increased that the de-
partments will not achieve interoperable capabilities to the extent
and in a manner that most effectively serves our nation’s military
servicemembers and veterans.

Mr. Chairman, this completes my prepared statement. I would be
pleased to respond to any questions that you or other members of
the subcommittee may have.

PRESCRIPTION DRUGS

Mr. EDWARDS. Thank you all.

I want to be sure I understand one of the points that you were
making. This came to my attention very briefly yesterday for the
first time.

Right now, the V.A. buys a massive amount of prescription
drugs. And I have heard ballpark numbers that, compared to
standard retail prices at pharmacies, maybe the V.A. gets and the
taxpayers receive about a 40 percent discount. Is that in the ball-
park? Is that approximately right?
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Ms. REGAN. You can’t compare to retail because you have to
know what the pharmacy paid for it versus what you are paying
for it as a consumer.

Mr. EDWARDS. Right.

Ms. REGAN. VA is probably more comparable to what the phar-
macies are paying for covered drugs. We are getting excellent
prices because of the statute—public law which sets the price.

Mr. EDWARDS. So millions of dollars in savings to taxpayers and
to the V.A. by paying

Ms. REGAN. That is correct.

Mr. EDWARDS [continuing]. By negotiating? Okay.

Ms. REGAN. They are actually not negotiated prices. They are an
established price by—there is a formula for covered drugs. And the
formula is, I think, 26 percent below the non-Federal Average Man-
ufacturer’s Price. There is a calculation that is used, so they use
all the pharmaceuticals that go through a wholesaler, and they
come up with a price.

Mr. EDWARDS. Okay.

Ms. REGAN. And then once you have a contract, you can only in-
crease the price each year by a certain percentage

Mr. EDWARDS. Right.

Ms. REGAN. That 1s not negotiated. It is part of a formula.

Mr. EDWARDS. If I could jump in, I want to be sure about the
GSA role. Is there a panel at GSA that is recommending changes
in clauses that would—that would change that so the V.A. could be
charged significantly higher prices for prescription drugs?

Ms. REGAN. The law requires, in order to get any money from
any federal agency, including Medicare, even though they don’t buy
off the schedule, you have to have the drug on a federal supply
schedule at what we call the federal ceiling price.

Mr. EDWARDS. Right.

Ms. REGAN. So what their changes will do will not affect the cal-
culation. But once an award is made, there is a clause in the con-
tract called a price reduction clause, and you track certain cus-
tomers. If the price to a customer goes below a certain price, then
we get those discounts. That is the one clause that industry does
not want in the contract.

So the impact—with respect to covered drugs, there will be an
impact on the covered drugs. There will be a bigger impact finan-
cially on generics and on all your Med/Surg items and equipment.

Mr. EDWARDS. And this is—you said there are two industry rep-
resentatives on a panel or a board at GSA?

Ms. REGAN. It is called the Multiple Award Schedule Advisory
Panel, and it is made up of various people from various agencies.
In fact, V.A. was not even invited to be on the panel until the
House Veterans Affairs Committee, I believe, wrote a letter and
asked that Mr. Frye, the deputy assistant secretary for acquisi-
tion

Mr. EDWARDS. And this is an advisory panel? Who will make the
final decision on this?

Ms. REGAN. I am not sure. I think when they make the rec-
ommendations, it goes to another body within GSA to be reviewed
and then up to the administrator.

Mr. EDWARDS. Okay.
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Ms. REGAN. We do know they have voted to remove the price re-
duction clause both from services contracts, where maybe it doesn’t
have that big an impact, to the other commodities schedules. And
there would be

Mr. EDWARDS. So it could affect prescription drug prices?

Ms. REGAN. It will affect definitely generics. I think there will be
an impact. And what you will have is that you may have a fair and
reasonable price the day of award on all of these Med/Surg, all of
these items that are on federal supply schedule contracts. You will
not have a fair and reasonable price the next day.

What we found in industry is that they will wait to award better
contracts until after ours gets awarded. And then the discounts
start coming in.

I presented to the panel in August, and basically that was part
of my presentation, is the impact it will have.

Mr. EDWARDS. Well, we are going to see that that decision isn’t
made behind closed doors without public attention. Thank you for
bringing that to our attention, and I believe all sides ought to have
a chance to present their facts, but I don’t want anyone making a
decision without great public knowledge and taxpayer under-
standing of what the implications could be to them, in terms of in-
creased cost for hundreds of millions of dollars in prescription
drugs purchased by the V.A.

Mr. Wamp.

INTEROPERABILITY

Mr. Wamp. Thank you, Mr. Chairman.

A two-part question, Ms. Melvin. If not September 30th, when?
Second, on the medical records piece of the interoperability, if the
V.A. still has the premiere reputation for medical records and infor-
mation technology and health care, which I assume they still do
from year to year, what about DOD? Is it a problem with one side
not being up to par with the other? What are the problems? I know
organizationally and funding and all that, but is there a disconnect
between the two systems’ quality?

Ms. MELVIN. In answer to your first question relative to when,
if not by September 30th, that is a question that I don’t have an
answer for you on, the reason being we have repeatedly reported
on what V.A. has been doing, V.A. and DOD, in terms of interoper-
ability.

And one of our concerns is that, as they move forward with this
initiative, we have not seen the level of planning that would articu-
late specifically what the final outcomes will be by this September
30th date.

Now, having said that, I think it is important to note that V.A.
and DOD do have, as I mentioned in my earlier statement, levels
of interoperability that they have achieved, they have achieved at
the highest level in terms of the computable data for the pharmacy
and drug allergy data.

They also have lower levels of interoperability relative to having
viewable data that is structured, for example, to have lab reports
that are in place within their records. And they also are able to see
unstructured data that perhaps is scanned in, like clinical notes.
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The bigger question on our part is, when you get to September
30th, what has been defined as the end result for that date? And
today we have not seen from V.A. any specifics—or from DOD—any
specifics as to what that ultimate end state will look like.

We do know that they intend to continue increasing their shar-
ing. They have indicated, for example, that they will continue to in-
clude scanning and imaging in what they are doing. Our concern
and what we would like to see more of—and we think is necessary
for accountability—is for them to set an end state for what at Sep-
tember 30th and then what more beyond September 30th.

There is sure to be a need for more beyond September 30th. I
think laboratory data, for example, is data, computable data that
they are trying to achieve, but it would be beyond September 30th.

And then, to the extent that there are other data that are de-
fined by their board that has been put in place to set those prior-
ities, we would assume that would also occur much beyond Sep-
tember 30th.

As far as why the two departments have not been able to come
together yet, I would go back, actually, to the very beginning with
the systems. One of the things that is important to recognize is
that, even though V.A. and DOD are both modernizing their health
information systems and they have over time stated that these sys-
tems would be the platform for achieving this integrated capability
that they were working towards, it is important to recognize that
as these systems were developed—they went down separate tracks.

There wasn’t a plan that we have seen that was ever intended
to bring those two systems together in quite the way that would
be necessary. So I think that where they stand today, and certainly
through our work and what we have been able to discern, there are
issues still relative to reaching agreement on what such a system
would like.

There are significant questions that would have to be answered
relative to what capabilities would be needed to serve each depart-
ment’s mission. I think there are cultural issues relative to really
being able to overcome those barriers, to step outside and say, “Is
my system better than the other?”

They are both modernizing. They are both at different stages in
their modernization. And while we have not looked specifically at
the system that DOD is modernizing, we do know that V.A. is
working on it. We have had concerns with some of the progress
with what they are doing relative to overall planning and the inte-
gration efforts that are necessary to make that system come to fru-
ition.

So there are many challenges to—really being able to decide, I
think, first and foremost, what it is that they want to accomplish
and to start the dialogue. And to Secretary Shinseki’s credit, if I
understand, there has been some recent dialogue in that regard,
but much more, in our view, is necessary for them to come to
agreement on what would be necessary and how to meet the needs
of both of those departments, especially those unique needs that
each would have.

Mr. WAMP. Mr. Chairman, I have two questions for Ms. Finn. I
will wait for the next round.

Mr. EDWARDS. Okay. Thank you, Mr. Wamp.
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Mr. Farr.

Mr. FARR. Thank you, Mr. Chairman. [Laughter.]

Are I.T. standards worked out so that the I.T. standards in vet-
erans is compatible with I.T. standards in Medicare and Social Se-
curity?

Ms. FINN. In the area of I.T. security, generally the government
agencies all try to follow the NIST standard

Mr. FARR. One standard?

Ms. FINN. Yes.

Mr. FARR. And then in the president’s stimulus budget—recovery
package, there is a lot of money for medical records, for going to
electronic records. And I imagine they are going to have companies
bidding for that, hospitals bidding. Everybody is going to be bid-
ding. Are they going to the follow the model? I mean, you are way
ahead of this—V.A. was sort of the beginning of all this, wasn’t it,
in having the best medical records?

Ms. FINN. That is my understanding.

Mr. FARR. So does that become kind of a standard that everybody
will try to achieve? Are we now going to get a million different soft-
ware programs out there that aren’t compatible and

Ms. MELVIN. I could share a perspective on that.
hMr. FARR. Because you are talking about interoperability, and
that is

Ms. MELVIN. Yes, the key is the standards that have to be devel-
oped. You are correct that V.A. and DOD have been out there and,
as I mentioned, should be able to provide some experiences in those
areas, and they have set standards to achieve the levels of inter-
operability that they have.

However, moving forward, one of the critical things from a na-
tional perspective, the standard-setting process is not a fast proc-
ess. It is an extremely complicated process that is involving many,
many players

Mr. FARR. Well, we are going to be letting the money out before
the standards are developed.

Ms. MELVIN. You are correct in a lot of respects. There are stand-
ards that have been defined, but at the same time there are many
more that still need to be defined.

The critical factor relative to V.A. is that while, yes, they could
pursue standards for their own interoperability—and they have to
certain degrees—the question is, how far out ahead of the national
standards do they want to get from the standpoint of being able to
frpake sure that, once a national initiative is in place, that they, in
act

Mr. FARR. What is our priority here? What is the one thing we
as a committee in dealing with the budget for V.A., what is the
highest priority, your recommendations to this committee that we
need to focus on, put some money in, or some language in?

Doctor, you talked about the I.T. systems haven’t kept up with
demand, with the workload, and, in fact, the financial systems
haven’t kept up. Dr. Daigh said that we were pioneers, but we are
fal%ing behind. What is it that this committee should be focusing
on?

Ms. REGAN. I would say one issue—there are a lot of issues—but
one of them I think we are seeing is personnel that can do the
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work. And there is increasing contracting out for different things
that they—maybe they should be doing in house because they lack
the number and the quality of the people to be able to do it.

What we hear everywhere we go is that V.A. can’t hire the per-
sonnel whether—it may be financial, it may be some other rules
that are in place. I mean, for example, we need to go out to the
hospitals. V.A. is doing a lot of contracting for positions, but they
are not personal services, so you can’t supervise them while you
are in your facility.

So even an authority for personal services authority like DOD
has would be an advantage, if you have to hire outside doctors——

Mr. FARR. Among that personnel, is there a priority of the type
of personnel?

Ms. REGAN. I think if you ask each part of the agency, they all
need personnel. The health care needs to be able to hire more per-
sonnel to take care of the patients. That would be V.A. employees.
I.T. needs more personnel who can develop systems who have the
knowledge even how to develop a contract to go out and contract
for somebody to develop the system, the acquisition workforce
needs to be built up so that you have contracting officers. V.A.
needs more VBA examiners to come in and be trained.

Mr. FARR. So the money is there, because we appropriated a lot
of money. And the money is there to hire the people, but then we
can’t acquire them in the federal service for whatever reason, so we
are using that money to contract out to the private sector to pro-
vide what we can’t do on our own?

Ms. REGAN. We understand there are some FTE ceilings and that
they can’t surpass the FTE ceiling, so they have to go out and hire
people. So that would be one issue to look at. And I think the de-
partment can answer that question.

I mean, right now, I think with hiring, we are getting more ap-
plicants for jobs than we have seen in years, so it is not the num-
ber of people. It is whether or not we can hire sufficient numbers
of qualified people and pay

Mr. EDWARDS. Thank you very much.

Mr. Berry.

Mr. BERRY. Thank you, Mr. Chairman.

MULTIPLE AWARD SCHEDULE ADVISORY PANELS

It looks like we once again are uncovering more snakes than we
can kill. [Laughter.]

And I share your concern about this procurement of pharma-
ceuticals. I think that might be worth a hearing all by itself some-
time.

Mr. EDWARDS. With your background, I would like to follow up.

Mr. BERRY. Some of those—do you call them advisory panels?

Ms. REGAN. It is a Multiple Award Schedule Advisory Panel. It
was published in the Federal Register because it includes non-gov-
ernment employees.

Mr. BERRY. The V.A. doesn’t have anyone that sits on that panel?

Ms. REGAN. They have one person. After a letter from the House
Veterans Affairs Committee, they put person from the V.A., even
though the only agency other than GSA that awards schedules is
V.A., and we do $7.5 billion worth of business a year.
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Mr. BERRY. All right.

Mr. EDWARDS. Seven-and-a-half billion?

Ms. REGAN. Yes. And that is growing every year, too.

Mr. BERRY. That used to be a lot of money. [Laughter.]

Do you ever have any problem getting a company to participate?

Ms. REGAN. Yes, in fact, there are certain product lines, for ex-
ample, cardiac stents, where I don’t believe there are any on the
federal supply schedule program. It is voluntary for companies to
come in, but none of the manufacturers have come in and put
stents on contract.

Cardiac devices, such as pacemaker, they were on contract up
until only one company, I think, was left by about 2004. V.A. then
did a competitive award, national contracts that went to two com-
panies in 2004. One failed because there was a big recall, and the
other company, I guess the contract expired. They just now award-
ed another one in November.

So they do some national competitive contracts for some items,
but there is a lot of items they haven’t done that on. And like I
said, stents is a big one.

Mr. BERRY. I bet recalling stents is an interesting process.

Ms. REGAN. Yes, V.A. has a fairly good program for the recalls
that it gets out to the facilities. And they actually have a pretty
goog database telling you what patients and what stents were
used.

Mr. BERRY. Thank you once again for your service.

Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Berry. And I look forward to
leveraging off your expertise in health care, to follow up on the
issue that we discussed there regarding that advisory panel.

Mr. Wamp.

Mr. WAMP. Mr. Chairman, it looks like you all are efficient
enough, we might actually get a lunch break here between these
two hearings. And I am grateful.

Ms. Finn——

Ms. FINN. Yes?

ENROLLMENT

Mr. WAMP [continuing]. In 2007, we had 23.6 million veterans—
number is up somewhat, but we all know that not every veteran
is enrolled in the V.A. What is that percentage?

And as the economy continues to weaken—and I don’t want to
scare anybody, but I heard testimony yesterday that we may be in
the 15th month of a 60-month recession, based on the global eco-
nomic picture right now, if we are in the 15th month of a 60-month
recession, what does that do to V.A. enrollment?

I would expect it to increase as more and more veterans that
aren’t enrolled in the V.A. system have no choice but to come to
the V.A. system?

Ms. FINN. Mr. Wamp, I do not have any statistics at hand on
how many veterans are enrolled in the system.

Mr. Wamp. Even with Iraq and Afghanistan?

Dr. DAIGH. That is correct, sir.

Mr. WamP. Okay. Did you say 5 million users? So it is only about
20 percent?
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Mr. EDWARDS. About 5.5 million, 5.8 million were the projections
I think this year.

Mr. WaMP. So 25 percent is a better number? Which leads me
to my second question, because I don’t think we have had the kind
of rapid redeployment, downsizing that we are going to expect
under President Obama. What does that do? We are talking the
next 16 months or thereabouts, you should see more people enter-
ing the veteran pool.

Are we ramping up or ready for that? Or is it going to be this
great influx of new veterans enrolling in the V.A. system as they
come home?

Ms. FINN. I don’t think V.A. is ramping up for that, and I am
not sure what their expectation or their projections are for enroll-
ing those veterans. You know, just as a layman in this, I would an-
ticipate that, as the economy has worsened, if people cannot obtain
health care through other means, they may look to the V.A.

Mr. WaMP. You and Mr. Daigh both can answer this question. I
am speaking to a statewide National Guard convention this Satur-
day in Tennessee. And so from the Guard and reservist perspective,
do you know anything to report relative to the V.A.? Because, obvi-
ously, their use of the V.A. is kind of like their service to our coun-
try. It ain’t what it used to be. It is a whole lot tougher.

Ms. FINN. Yes, sir.

Mr. WampP. And more and more, I assume, have access to the
V.A. and are using the V.A. when they come home. Anything you
all would add as I prepare to speak to probably a couple thousand
of them Saturday? Great. I don’t think most I.G.s are as nice as
you are. [Laughter.]

Ms. FINN. I would say that the V.A. offers people returning, the
reservists and the National Guard a lot in benefits, other than
health care. The new G.I. Bill provides payments based on time on
active duty. Other benefits include educational benefits, and reha-
bilitation.

We did an audit of the transition for benefits and found that
many of the reservists were not necessarily getting notices that
they were eligible for benefits. And so we recommended that VBA
put in some new controls. And I believe they have done that. So
hopefully they should be getting notification.

Mr. Wamp. Thank you.

Mr. EDWARDS. Thank you.

NEW G.I. BILL

Ms. Finn, let me ask you: Is there any risk that, because of the
slowness of implementing software system and the management
issues involving contracting out versus doing work in-house, the
new G.I. Bill implementation, is there any significant risk that vet-
erans will be denied the G.I. educational benefits they are supposed
to begin receiving this fall?

Ms. FINN. I believe V.A. will be paying benefits. I think the ques-
tion is, will they be able to handle the volume of claims that will
come in between now and when they start making payments in Au-
gust and will they be able to process all of those for timely pay-
ment?



161

So I think the risk is that, if someone were to file a claim late,
they may not get payment right on time, although I can’t say that
for certain. I think there will be a risk of improper or erroneous
payments, because this process will likely be largely manual at this
point.

Mr. EDWARDS. That is what I understand for the first year,
SO——

Ms. FINN. Yes. And we won’t have the built-in edit and control
that we would put into an automated system.

Mr. EDWARDS. Well, I hope, given some of the abuses of the origi-
nal G.I. Bill and the risk that posed to the credibility of what I con-
sidered one of the greatest pieces of legislation ever passed by any
Congress, I hope we can keep an eye on the check-and-balance sys-
tem to be sure that there are not people qualifying illegally for G.I.
benefits. And if you have any insights on that in the months ahead,
please follow my request and contact us and let you and I and our
V.A. MILCON staff:

Ms. FINN. I will add that

Mr. EDWARDS [continuing]. Tell us about that.

Ms. FINN. I will add that to the charge of my team.

HIRING OF CLAIMS PROCESSORS

Mr. EDWARDS. Nothing could undermine our ability to fight for
improved benefits and funding for veterans more than abuse of a
major program such as the G.I. education bill. So we would wel-
come your input there.

Let me ask you about the new hiring for addressing the claims
backlog. We have provided enough funding in the last 14 months
to hire—if you count the stimulus bill—as many as 7,000 new
claims processors. How would you rate the V.A.’s training program
at this point for those new hires?

Ms. FINN. We took a look at the hiring practice last year. And
the one area we didn’t look at specifically was the training pro-
gram, because GAO had just done some work on the training pro-
grams. And I think they had some issues mainly with the adminis-
tration of it.

We do know that they are deploying the new hires in a team ap-
proach, where they work in a specific team with a group of other
more experienced employees doing incoming triage, which is the in-
coming processing, or various things.

And I think that would probably be a reasonable way to imple-
ment that many new people. We are going to be starting up work
again, going back and looking at a second year now of the influx
of new employees and hope to get a lot more information on how
they are being used, how they are being trained, and what the end
result is.

Mr. EDWARDS. Can we look at the turnover rate, too——

Ms. FINN. Yes, absolutely. Last year when we took a look at it,
the attrition and the turnover rate was relatively low, especially
compared to other employees. But that was fairly early in the hir-
ing process.

Mr. EDWARDS. Is the V.A. keeping account of data that would
allow us to look now, a year from now, 2 years from now, to see
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what kind of rate they have of decisions overturned so we could de-
termine how effective they have been in that job?

Ms. FINN. I am not sure—that is a good question. I am not sure
if they will have that by employee, but we will endeavor to find out
how they will address that.

Mr. EDWARDS. Okay. That would be helpful to look at.

Ms. FINN. Sure.

V.A. DATA SECURITY

Mr. EDWARDS. Let me ask you very, very quickly. I have got half
a minute. Is there any chance that—any significant chance that we
could have another problem where a V.A. computer is taken out of
the office and, maliciously or otherwise, used to compromise the
privacy of a large number of veterans?

Ms. FINN. That chance still exists, yes.

Mr. EDWARDS. How would you compare the V.A.’s privacy protec-
tion security systems to corporate America, as good as, better than,
or worse than?

Ms. REGAN. I would say, since the 2006 data loss, V.A. has really
shored up their ability. If you remember, every big data loss we
have had has not been intrusion into a system; it has been employ-
ees with access losing something or whatever.

They have now put out a series of rules they didn’t have before,
where you can’t use your home computer, if you have a laptop, it
has to be encrypted.

So I think the risk has diminished. You are still going to have
rogue employees out there that aren’t going to follow the rules, but
I think the risk is diminished significantly and that V.A. would be
a}li)le to more swiftly take action because there are strict policies out
there.

Mr. EDWARDS. I would welcome any recommendations either of
you has in terms of steps the V.A. hasn’t taken that they should
take. Thank you. Thank you both.

Mr. Farr.

ACCOUNTABILITY GOALS

Mr. FARR. I don’t know if I have any other question, other than—
for each one of you, if we had one thing that we could—this com-
mittee could do, what would it be, in your opinion?

Ms. MELVIN. From my perspective, because we have looked
across a number of V.A.’s I.T. initiatives, there is one common con-
cern that always stays on the books with us, and that is in terms
of their overall project management, their ability to really, as I said
earlier, to establish goals, to really follow through with results-ori-
ented measures for making sure that they are holding themselves
accountable for what they are doing.

We would like to certainly see more in the way of an emphasis
by the department on making sure that it is holding itself account-
able, that it has established really defined measures for its success
and that it can report against those measures. So from our perspec-
tive—

Mr. FARR. Is that a lack of skilled managers?

Ms. MELVIN. It is not—no, it is not contracting, per se. It is real-
ly in the—it is in the management, overall project management as-
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pects of what the agency does. They certainly do put out a lot of
plans. I don’t want to, you know, say that they don’t have docu-
mentation, they don’t have plans. They do.

What we would like to see is a greater degree of discipline, more
rigor in the planning efforts that the department undertakes to
make sure that it really is setting specific goals, that it is not a
matter of saying, “We are going to just increase our—what we can
share or we are going to increase the number of patients,” but to
really set defined, concrete measures of, when we get to this level,
we feel that will, at least in the short term or in the midterm or
the long term, that we have positioned ourselves to handle some
percentage of our staff:

Mr. FARR. A greater degree of discipline in creating measurable
outcomes?

Ms. MELVIN. Yes, rigor in—in the processes that they are using
to really manage and monitor and hold themselves accountable for
their initiatives.

Mr. FARR. Ms. Regan?

Ms. REGAN. Can I give you two?

Mr. FARR. Yes.

Ms. REGAN. One of them is on the federal supply schedules that
I would consider, because V.A. has had these schedules for almost
40 years, just giving them to V.A. and not playing “Mother May I”
with GSA. We know our products. We have had better oversight
than GSA has. We know our industries.

There are clauses in the contract that maybe need to be in ours
and not theirs. That would be one.

On the internal V.A. side, as I said in my testimony, decen-
tralization is a huge problem to having an efficient acquisition pro-
gram, and that V.A. needs to take steps to centralize.

V.A. did a study last year, PricewaterhouseCoopers did a study
and came up with the model that hasn’t been implemented.

Mr. FARR. So the second is what?

Ms. REGAN. Pardon me? The second was to centralize V.A. pro-
curement. Right now, you basically have two procurement activi-
ties. You have VHA, and you have everybody else. You are not
going to have a procurement program that functions efficiently if
it is not more centralized or centralized. And that probably should
be done in steps, as opposed to doing all at once, because most of
your people are out in the field in VHA.

Ms. FINN. I would second both of those suggestions greatly. My
thought would be to hold V.A. accountable for the integrity of the
data that they use to report their performance and their outcomes.

V.A. has a lot of data, and it comes from a lot of different
sources. And as it is rolled up, I can’t be certain that it is always
collected and recorded really in a consistent manner across the or-
ganization.

So that situation creates a lot of concerns in my mind, over
measuring their performance, because I am just not sure how well
we can rely on the data, whether it is the number of claims proc-
essed or the medical treatments or the number of patients seen in
the clinic or the appointments available.

Mr. FARR. That is all.
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Mr. EDWARDS. What an excellent question, Sam. I am glad you
asked that.

Zach, would you like to finish off any questions?

Mr. Wamp. Well, speaking of that, I am going to ask three quick
questions, one to each of you, and I hope we can get quick answers.

Ms. Regan, how many billions are contracted out under fee-for-
service care? And is that an efficient way to go forward to expand
that or not?

Ms. Finn, there is a category called miscellaneous obligations.
How much is that? And is that kind of an end run around the nor-
mal process?

And, Mrs. Melvin, we talked about the complete interoperability,
but what is GAO’s definition of complete interoperability?

Ms. Regan.

Ms. REGAN. By fee-for-service, I would assume you are talking
about the health care resource contracts, where we hire physicians
to come into our hospital?

Mr. WamP. Yes. Yes.

FEE-FOR-SERVICE CARE

Ms. REGAN. There is no system in V.A. that can tell you exactly
how many dollars were spent on that, because, as I have testified,
there is no system that records all of that data as to what is spent
and being spent on.

I do know it is an increasing number, because one of my groups
does the pre-awards for those contracts. We expected when you in-
creased physician pay, comparability pay, that that would go down,
but we haven’t seen that. And it is becoming even increasing for,
like, support services and things like that, so

Mr. WAMP. So you can’t tell if it is efficient because you don’t
know how much it is?

Ms. REGAN. Right. Nobody knows how much it is. I can probably
tell you that we are overpaying for the services, but I can’t tell you
how many dollars are actually spent, because there is no place that
tells you that.

Mr. Wamp. Ms. Finn, miscellaneous obligations?

Ms. FINN. I don’t know the number. I will get that for you for
the record.

We have seen at times other documents, rather than purchase
orders or your regular procurement documents, being used to
record miscellaneous obligations. And sometimes we have seen that
possibly used, yes, to record and obligate funds where it is not
going through the correct process.

INTEROPERABILITY

Mr. WAMP. Ms. Melvin, complete interoperability means what?

Ms. MELVIN. We do not have a definition of complete interoper-
ability. However, what I would state is that it depends significantly
on the agencies involved and the priorities that they establish. In
V.A’s case, relative to the clinicians, that is what they have used
thus far in setting the priority for the drug allergy pharmacy data
that is fully computable. It really depends on what the needs are
and to be defined by those entities that are in involved with that,
in particular the health care providers.
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Mr. WAMP. Mr. Chairman, I now am finished.

Mr. EDWARDS. Okay, those are good questions all.

Well, T want to thank each of you for your excellent testimony.
And what this hearing does for me is it just reminds me and our
committee of the important partnership you can play with us as
%,Olu try to be more proactive in exercising our oversight responsi-

ility.

We have all been so busy over the last few years that it has been
hard sometimes for committees to exercise the kind of oversight
that I think all of us would like to do. So we see you as critical
partners.

Thank you. I thank each of you, Ms. Finn, Ms. Regan, and Ms.
Melvin, Dr. Daigh—I tell you, and isn’t it impressive, the years of
commitment to your jobs and what you are doing? It says a lot
about your values.

Thank you very much, all, for being here. We will stand in recess
until 1:30, at which time we will meet on family housing and troop
housing. Thank you all.

[Prepared statements follow:]
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Office of inspector General, Department of Veterans Affairs
Statement before the Subcommittee on Military Construction,
Veterans Affairs, and Related Agencies
Committee on Appropriations
United States House of Representatives
Hearing on Department of Veteran Affairs Challenges
March 12, 2009

Mr. Chairman and Members of the Subcommittee, thank you for the opportunity
to discuss critical challenges facing the Department of Veterans Affairs (VA) and
provide our assessment of VA's effectiveness in addressing these challenges. Every
year, the Office of Inspector General (OIG) prepares a list of management challenges
facing VA which is included in VA's Performance and Accountability Report (PAR). In
the most recent PAR, we reported on serious problems across VA in the areas of
health care delivery, benefits processing, financial management, procurement practices,
and information management. These issues were identified as a result of the OIG's
continuing oversight of VA through national audits, healthcare inspections, Combined
Assessment Program (CAP) reviews, and criminal and administrative investigations. In
fiscal year (FY) 2008, we issued 127 reports; as of February 27", for FY 2009, we have
issued 43 reports.

Today we will focus on the following challenges because of the Subcommittee’s
particular interests: mental health services, including post traumatic stress disorder and
suicide prevention; medical research; review of issues associated with Community
Based Outpatient Clinics (CBOCs), Vet Centers, and contracted care; quality
management; Department of Defense(DOD)/VA transition to care; progress in
implementing the new Gl Bill; Veterans Benefits Administration’s (VBA) claims
processing operations; information technology issues; procurement; and oversight of VA
funds provided in the American Recovery and Reinvestment Act of 2009.

Mental Health Issues

Veteran mental health issues remain a major focus of OIG activities. The issue
of the availability and provision of appropriate treatment for veterans with post traumatic
stress disorder (PTSD) and related mental health conditions was reviewed in several
OIG reports.  An August 2008 report, Healthcare Inspection Post-Traumatic Stress
Disorder Program Issues at VA San Diego Healthcare System, San Diego, California,
found that clinical mental health care for veterans must be the first priority of the hospital
staff, even though there are significant and important research questions that must be
answered for the benefit of all veterans at risk. We made recommendations to restore
the balance between research and clinical care.

In a January 2009 report, Healthcare Inspection Allegations of Mental Health
Diagnosis Irreqularities at the Olin E. Teague VA Medical Center, Temple, Texas, we
reviewed the allegation that veterans were given the clinical diagnosis of adjustment
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disorder to disadvantage them in the VBA disability evaluation process. We found that
the two processes were separate; that veteran’s diagnosis varied depending upon the
clinical facts presented during the visit; and that diagnosis were not always consistent
between providers. However, we did not find data to support that veterans were
disadvantaged in the disability determination process through the use of an adjustment
disorder diagnosis.

Through reports on a number of individual veteran's cases, it is clear that
veterans' mental health issues often are complicated by substance and alcohol abuse.
OIG championed VA's change in policy to permit substance and alcohol abuse issues to
be addressed simultaneously with ongoing mental health issues. Our inspection reports
continue to address this issue. A report that will be issued in early Spring will indicate
that substance abuse is a complicating factor for many veterans, in a higher proportion
among returning Operation Iragi Freedom/Operation Enduring Freedom (OIF/OEF)
veterans, and is a topic that demands more attention as more needs to be done to
improve treatment and outcomes in this area.

We are currently completing work on a report requested by the Subcommittee on
the mental health strategic plan, which we plan to issue in early April. Another report
requested by the Subcommittee on an audit of the mental health initiative (MHI) fund will
also be issued in early April. We will report on the Veterans Health Administration’s
(VHA) process for tracking funds allocated for the MHI fund, and whether performance
metrics are effectively utilized to determine if the outcome of each initiative met VHA's
intent. A report on the mental health care received in domiliciaries as required by Public
Law 110-387, Veterans' Mental Health and Other Care Improvements Act of 2008, will
be issued later this year.

Medical Research

We have published a number of research reports since we last testified before
the Subcommittee. Our most recent report, Healthcare Inspection Review of the
Veterans Health Administration's Use of Appropriated Funds for Research, was
completed at the request of the Subcommittee and found that VA spends appropriated
research funds on research topics that are relevant to the current health care
requirements of veterans.

OIG has reviewed and reported on instances where compliance with VA
research procedures did not occur, and made recommendations that were agreed upon
by VA for change. One report, Healthcare Inspection Human Subjects Protections in
One Research Protocol VA Medical Center, Washington, DC, focused upon the use of a
medication called varenicline (Chantix®) in a particular VA research study, following an
incident in which a veteran alleged that Chantix® caused him to become aggressive
and engage in inappropriate activities. Our review focused on the timeliness of patient
notification following warnings from FDA, the adequacy of the informed consent
process, and the reporting of adverse events. We found that the facility Pharmacy
Service responded appropriately to communications in notifying providers of these
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newly defined risks. However, the Research Service did not ensure that patients with
PTSD who were also enrolled in a smoking cessation study received adequate and
timely notice of these risks. We further found that the facility failed to ensure that
patients in this study who had taken Chantix® signed an addendum to the consent form
disclosing these risks.

In another inspection, Healthcare Inspection Human Subjects Protections
Violations at the Central Arkansas Veterans Healthcare System, Little Rock, Arkansas,
we were asked to determine the validity of allegations regarding human subjects’
protection violations in research. We substantiated the allegations of documentation
irregularities and human subject protection violations and found that the affiliate
Institutional Review Board (IRB) was aware of the problems and failed to appropriately
follow up on the issues. We found missing documentation and failure o report serious
adverse events. We also substantiated the allegation that the IRB failed to identify and
address serious and/or continuing noncompliance and failed to ensure that investigators
had the requisite skills to conduct their research. We identified a number of systemic
issues which placed human subjects at risk and substantiated that the facility’s
Research and Development (R&D) Commitiee failed fo protect human subjects. While
we found that current facility leadership has made significant improvements to the R&D
program, the persistence of problems indicates that the R&D program as a whole at this
facility may reflect a cuiture of noncompliance. We recommended that the Under
Secretary for Health should determine if it is appropriate to continue human research at
the facility, and if the decision is to continue, should provide a plan to ensure that
research complies with VHA standards.

We are currently working on a review of VHA’s human research protocols to
determine if veterans have given their consent to participate in research studies. We
have conducted an online survey of VA facilities that conduct research as well as
randomly visiting 30 sites. This report will be issued by late Spring.

In May 2008, we issued an audit report, Audit of Veterans Health Administration’s
Oversight of Nonprofit Research and Education Corporations, addressing the need to
improve VA oversight of their Nonprofit Research and Education Corporations (NPCs).
VA has almost 90 NPCs located in about 40 states with an oversight and management
structure that is multi-layered including responsibilities at the Department level, within
VHA, and at the NPC level. We found that because VHA did not provide the needed
oversight of NPCs by establishing clear lines of authority, implementing effective
oversight procedures, and requiring minimum control requirements for activities, NPCs
did not implement adequate controls to properly manage funds, safeguard equipment,
and guard against conflicts of interest.

As a result of this audit, the Under Secretary for Health agreed to convene a
steering committee to clearly define the associated oversight authorities of the VHA
Nonprofit Corporation Oversight Board, the Nonprofit Research and Education
Corporation Program Office (NPPO), and VHA's Chief Financial Officer. This steering
committee was also tasked with the development of a policy that can provide
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programmatic direction to the NPCs. The NPPO was tasked to work with the Office of
General Counsel to further develop and implement additional administrative controls to
enforce NPC compliance on issues related to conflict of interest.

Community Based Qut-Patient Clinics, Vet Centers, and Contracted Care

This Subcommittee recognized the importance of CBOCs and Vet Centers in
providing care for veterans. With your support, we have completed a national review of
Vet Centers and we are currently analyzing data and plan fo issue a report this Spring.
We will begin a series of reviews of CBOCs to ensure that veterans receive quality care
at these facilities. The inspections will be performed in a similar fashion as our CAP
reviews of VA Medica! Centers.

We have initiated an audit to examine whether VHA has adequate management
controls to oversee CBOC operations including performance measures, monitoring, and
reporting mechanisms. Six years ago, CBOC operations were buried amidst the
primary care lines of the various facilities, transparency was lacking, and VHA did not
have basic information about CBOC operations. Generally, we expect this audit to
identify opportunities to improve national and local management controls needed to
ensure the effective operation of CBOCs. We plan fo identify whether there are any
gaps in national or local policies. Controls may vary based on whether CBOCs are VA
or contractor-operated. We will focus on differences in the way these facilities are
managed between VA and contractor-operated clinics.

We reported on the failures of a VA contractor to properly ensure veterans who
underwent endoscopy were provided quality medical care, Healthcare Inspection
Gastroenterology Service Issues at the VA Southern Nevada Healthcare System, Las
Vegas, Nevada. As the use of contracted medical care is likely to increase as VA
expands its provision of health care beyond fixed facilities, through Project Hero and
related health care contracts, we will begin to review the quality of care provided to
veterans under these programs. We will work with VA as they begin to more actively
address the issue of health care quality provided under contract services.

Quality Management

VA is taking steps to improve internal controls over selected quality improvement
processes. In a January 2008 report on the Marion, lliinois, VA Medical Center, we
recommended and VA agreed to issue a national quality management directive that
would standardize the collecting and reporting of VA hospital quality management data.
The OIG has actively contributed to VA's effort to establish the directive and looks
forward to its issuance. As a result of events at Marion, Hllinois, and several smaller VA
hospitals, VA agreed to develop and implement a mechanism to ensure that VHA's
diagnostic and therapeutic procedures are appropriate to the capabilities of the medical
facility. The OIG believes that the tailoring of diagnostic and treatment procedures to
the capabilities of the hospital is an important national safeguard that will help ensure
that VA facilities practice within their "comfort” level. This internal control, when in
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place, should improve the consistency in the quality of more complex procedures that
often require significant hospital support in addition to the skill required by the
physicians and support team that perform the procedure.

The OIG is focused on improving the hospital privileging process. During our
CAP reviews, we are reviewing the privileging process and the requirement that
appropriate data be used to support the hospital’'s decision to privilege a physician to
provide care or perform procedures at VA hospitals. VA’s peer review process was
reviewed by OIG. Oversight of hospital performance from the Veterans Integrated
Service Networks’ level of command was significantly lacking when viewed from the
perspective of standards and requirements for performance in VA directives. We made
recommendations to strengthen and improve the peer review program.

We recently completed an evaluation of VHA medical faciliies’ quality
management (QM} programs which will be published this month. The purpose of the
evaluation was to determine whether VHA facilities had comprehensive, effective QM
programs designed to monitor patient care activities and coordinate improvement
efforts, and whether VHA facility senior managers actively supported QM efforts and
appropriately responded to QM results. The OIG conducted this review at 44 VA
medical facilities during CAP reviews performed across the country during FY 2008.
This reports notes that there were two facilities with significant weakness in their quality
assurance program, and makes recommendations regarding other quality assurance
programmeatic findings.

DOD/VA Transition to Care

The transition of active duty servicemen and women to VA remains an important
topic of OIG review. We published a joint report with the DOD Inspector General that
made recommendations for improvement of the care provided to returning OIF/OEF
veterans, one of which was enacted into law, a provision allowing VA to provide Home
Improvements and Structural Alterations grants to eligible veterans prior to discharge
from military service. An outgrowth of prior OIG work in 2007 is the DOD/VA Reporting
and Analysis Data Mart which, when it is fully populated, will permit the analysis of
transition to care issues by creating cohorts of veterans based upon their year of
discharge from DOD. This data mart requires additional attention on the business rules
that are used to incorporate the various files into the database.

We have continued to improve the data available in our previously published data
set and will report on access to mental health care in one state later this month. This
report will demonstrate the importance of contracted care to supplement fixed VA
facilities and clinics to provide timely access to medical care. In addition, the analysis of
data in this cohort fashion permits contrasts to be drawn between OIF/OEF and
veterans who were not assigned to these theaters, between active and reserve/national
guard soldiers, and between medical diagnoses made before and after discharge from
DOD. When fully operational, the DOD/VA Reporting and Analysis Data Mart should
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provide an important resource for research, budget modeling, and health care planning
for VA and DOD.

Gl Bill Implementation

The OIG has provided oral briefings to the relevant congressional oversight
committees’ staff on VA's progress in implementing the Post 9/11 Veterans Educational
Assistance Act of 2008 (new Gl Bill) (Public Law 110-252). After a long planning period,
VA has made progress in the current quarter; however successful implementation
remains a difficult and risky challenge due to the inherent difficulties in creating the
software tools, limited VA Office of Information and Technology (OI&T) development
resources, vulnerabilities in VBA staffing estimates, and aggressive project scheduling
requirements. In the coming months, VA will need to complete its primary plans for
software development and implement contingency plans.

We have some concerns that VBA may need more staff than currently planned
since officials have acknowledged reducing planned hiring by 48 employees (8 percent)
due to space limitations. Further, VBA’s estimate is based on annualized workload,
rather than the peak seasonal workload expected during the beginning of the school
year. Also, VBA's projected workload estimate did not include consideration of greater
participation because of the current economic climate. Inadeguate staffing can
potentially delay claims processing. However, VBA is exploring possible solutions, such
as rehiring annuitants with needed expertise.

VA’s contingency plan identifies significant project risks, mitigation strategies,
decision dates to deploy alternate plans, and estimated resource requirements. We are
continuing to monitor the feasibility of some mitigation strategies that are more resource
intensive, such as adding more employees to support the use of manual processes.
For example, if the functionality to make recurring housing payments is delayed, the
contingency plan calls for hiring 263 additional employees to initiate these monthly
education payments. Clearly, implementing a manual process would lack the controls
an automated system could offer.

Completion of the business requirements for the long-term solution may be
delayed because many VA subject matter experts are focused on the interim solution.
We will continue to monitor plan adjustments and additional planning/project
deliverables, including the Integrated Master Schedule, to assess further potential
impediments to program implementation. We will focus our efforts on identifying and
evaluating potential weaknesses in assumptions underlying project feasibility
determinations, schedule, costs, and risk assessments.
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VBA Claims Processing Operations

Large inventories of pending claims for compensation and pension benefits have
presented VBA with its most difficult challenge. Making headway has proven difficult
because VA faces an increasing disability claims workload from returning OIF/OEF
veterans, reopened claims from veterans with chronic progressive conditions, and
additional claims from an aging veteran population. The complexity of benefits laws,
court decisions interpreting those laws, technology issues, workload, and staffing issues
contribute to VA's benefits processing challenges. Increases in VA funding levels has
enabled VA to hire additional claims examiners that may help reduce the backlog of
pending claims, but the increase in staff requires training and development tfo
incorporate it into a productive workforce. Recent revelations of claim-related
documents being found in shredders and intentional misdating of claims to improve
productivity statistics can diminish the public trust of VBA. All of these factors will
continue to present VA with major challenges in timely and accurate processing of
disability claims.

Included in our FY 2009 appropriations was additional funding to create an
inspections unit to perform systematic reviews of VBA's Regional Offices (VARO). This
Division will conduct inspections to evaluate how well VAROs are accomplishing their
mission of providing accurate and timely benefits and services to veterans and their
dependents. The goal of the inspection program is to complete at least 12 inspections
each fiscal year, allowing coverage of all 57 VAROs within a 5-year period. We plan to
conduct our first inspection by the end of this month.

In FY 2008 and continuing in FY 2009, we have increased our presence in and
oversight of VAROs through our national audits and reviews. OIG teams conducted
evaluations onsite at 16 VAROs during FY 2008. The focus of much of our work is to
help identify opportunities to improve the accuracy and timeliness of VBA’'s claims
processing. For example, we recently issued a review of claim-date accuracy, Audit of
VA Regional Office Compensation and Pension Benefit Claim Receipt Dates. We are
also finalizing several audits related to VBA claim-related mail and mailroom
processing, the “Site Visit” program that reviews Compensation and Pension functions,
and a special review of management controls to prevent fraudulent payments for
retroactive benefits of $25,000 and above. The last three reports should be issued
within the next month and will be provided to the Subcommittee.

This week we expect to issue a final report on the Systematic Technical
Accuracy Review (STAR) program which measures the accuracy of claim processing
decisions made in all regional offices. Our results indicated the STAR process did not
effectively identify and report errors in compensation claim rating decisions and
overstated the compensation rating claim accuracy. Additionally, VBA did not fully
implement rating consistency review plans.

We are currently evaluating a sizable number of claims that have been pending
more than 365 days to determine how VBA can improve its timeliness in processing
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these claims. We are also initiating an audit to evaluate the effectiveness of VBA's
Control of Veterans Record System, which tracks the location of claims folders within
VBA offices. Because a lost or misplaced folder can lead to unnecessary delays in
claims processing, we believe this audit will provide helpful recommendations to
improve services fo veterans.

With regard to VBA staffing, in September 2008, the OIG issued a report, Audit of
the Impact of the Veterans Benefits Administration's Special Hiring Initiative, on VBA’s
hiring initiative to reduce the claims backiog. We are planning to begin another review
to examine the effectiveness of VBA’s efforts integrating new staff into their workforce.

information Technology Issues

VA faces significant challenges in meeting the requirements of the Federal
information Security Management Act (FISMA). In our FY 2008 FISMA audit, we
reported that VA had made no progress toward eliminating the material weakness in
information technology (IT) security controls and little progress toward remediating the
major deficiencies in IT security. VA has identified over 17,000 system security risks
and developed corresponding Plans of Action & Milestones that need to be remediated
to improve its overall information security posture. Consequently, our audit results
support that a material weakness still exists related to the implementation of VA's
agency-wide information security program. Legacy IT infrastructure and longstanding
control weaknesses continue to place financial information and veterans’ medical and
benefits information at risk of unauthorized use and disclosure. OI&T has
acknowledged that much work remains, especially in the areas of data security and
privacy and infrastructure improvements.

Although the consolidation of IT functions and activities under the CIO has
addressed some security issues, VA was not in full compliance with the requirements of
FISMA in FY 2008. While progress has been made implementing components of the
agency-wide information security program, we continue to identify significant
deficiencies related to access controls, configuration management controls, change
management controls, service continuity practices designed to protect major
applications, and general support systems from unauthorized access, alteration, or
destruction.

VA did define policies and procedures supporting its agency-wide information
security program with the issuance of various information security directives and
handbooks. Additionally, VA met several major milestones during the implementation of
its information security program during this period. Specifically, VA has certified and
accredited over 600 of its major applications and general support systems, initiated
privacy impact assessments of its major applications and general support systems to
identify and reduce unnecessary holdings of personally identifiable information, and
implemented some technological solutions, such as secure remote access, application
filtering, and portable storage device encryption to improve the security control
protections over its mission critical systems and data.
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We are currently performing another audit to evaluate whether VA is managing
its information technology capital investments effectively and efficiently and to
determine why VA was late in submitting Exhibit 300s (an agency’s funding justifications
for IT capital investments) to the Office of Management and Budget (OMB) for budget
year 2010. Without a defined and disciplined process for managing IT investments, VA
will continue to lack reasonable assurance that annual funding decisions for {T capital
investments make the best use of VA's available IT resources. Our primary focus is to
identify whether VA had implemented the corrective actions needed to prevent
delinguent Exhibit 300 submissions in the future.

IT capital investments can provide solutions that significantly enhance the
delivery of veteran health services and benefits. On the other hand, if not properly
planned and managed, they can become costly, risky, and unproductive. The risks
inherent in VA's current capital investment control environment and VA's current
inability to identify IT capital investment needs by the established deadlines make it vital
for VA to take immediate actions to strengthen its oversight to ensure the overall
success of the IT capital investment program.

Procurement

We continue to identify deficiencies in VA's procurement process, including the
solicitation, award, and administration of its contracts. In the past year, we have issued
over 10 reports illustrating these deficiencies and have provided information on
individual contracting actions to the Deputy Assistant Secretary for Acquisition,
Logistics, and Construction. These deficiencies are identified during pre-award and
post-award reviews of Federal Supply Schedule (FSS) contracts. Although VA's Office
of Acquisition, Logistics, and Construction has made an effort to identify and correct
problems, and institute policies to improve VA's acquisition program, the
decentralization of VA's acquisition program makes this difficult to accomplish. VA does
not have a system that can accurately report what was purchased, when it was
purchased, how it was purchased, from whom it was purchased, and at what price it
was purchased.

Our report, Review of Enterprise-Wide PC Lease Awarded to Dell Marketing,
L.P., on VA's contract with Dell to standardize personal computers, as well as
instaliation and other services, showed that the solicitation and award processes were
technically compliant with Federal Acquisition Regulations. However, the review also
found that the contract was not necessary or in the best interest of VA because the
approach limited competition, did not fully consider the needs of VA customers, and
would not achieve one of the stated goals of VA-wide standardization. In addition, we
found that the decision to lease the personal computers was based on a faulty pricing
analysis that incorrectly showed that leasing was more cost effective than purchasing.

Another report involving gastroenterology services for the VA Southern Nevada
Healthcare System in Las Vegas, Nevada, revealed that a contract was inappropriately
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entered into by the Chief of Medicine, as opposed to a warranted contracting officer as
required by law.

With regard to VA’s difficulties administering contracts, we issued three reports
that fllustrate VA’s challenges in monitoring performance. Our September 2008 report,
Audit of Veterans Health Administration Noncompetitive Clinical Sharing Agreements,
showed that VA lacks reasonable assurance that it received the services it paid for
because of ineffective controls to monitor performance. Strengthening controls over
performance monitoring of these sharing agreements could save VHA about $9.5
million annually or $47.4 million over 5 years. In a July 2008 report, Healfthcare
Inspection - Alleged Research Funding Irregularities at the Central Texas Veterans
Health Care System Temple, Texas, we found that VA failed to properly administer a
contract for the use of a magnetic imaging scanner. In a March 2008 report, Audit of
QTC Medical Services, Inc.'s Settlement Offer for Overcharges under Contract
V101(93)P-2099, we found that VA was overcharged $6 million by QTC Medical, inc.,
because QTC was not following the terms of the contract and VA had not established
appropriate controls to monitor charges.

We plan to issue a report later this month on the implementation and
effectiveness of e-CMS, which is VA’s electronic contracting management system. e-
CMS was designed to standardize the procurement process and provide visibility
regarding VA procurements but our audit found that the system was not being used by
VHA as directed.

A sample of our ongoing work includes a review of VA’s interagency agreement
with the Navy Space and Warfare Systems Command for IT services, an audit of
disability examinations conducted by VA and those conducted by contractors, and a
report summarizing issues identified in pre-award reviews of non-competitive health
care resource contracts and compliance with VA policy.

In March 2008, the General Service Administration convened a Multiple Award
Schedule Advisory Panel to review the structure, use, and pricing for FSS contracts.
VA awards and administers FSS contracts valued at approximately $7.5 billion annually,
about 60 percent of which represent pharmaceuticals, medical/surgical supplies, and
medical equipment. In August 2008, at the invitation of the panel, we made a
presentation demonstrating the significance of key contract clauses, such as the price
reduction clause, which ensures fair and reasonable prices throughout the term of the
contract. Industry panel members have recommended that GSA remove this clause
from the contracts. We have concerns that such actions would result in the
Government paying significantly higher prices than similar commercial customers.

VA's Office of Acquisition, Logistics & Construction has implemented some and
proposed other additional policies to improve and provide better oversight of the VA
acquisition program. These include the establishment of the Acquisition Academy in
Frederick, Maryland, to improve the quality and efficiency of training initiatives and
development for the acquisition workforce; the utilization of contract review boards to

10
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improve the oversight of large dollar procurements prior to award; increased oversight
of field procurement activities by conducting onsite reviews; and the training of Regional
Counsel attorneys to provide advice and guidance to local contracting entities.

The decentralization of VA’s acquisition functions often results in inconsistent
application of these policies and initiatives as evidenced by our findings relating to the
implementation of e-CMS. in 2008, VA employed the services of a contractor to review
and make recommendations regarding VA's acquisition structure. Although the
contractor submitted a detailed report that delineated several reorganization options to
improve VA’s procurement activities, none have been implemented.

American Recovery and Reinvestment Act Funds

VA received $1.4 billion under the American Recovery and Reinvestment Act of
2009 for non-recurring maintenance across VHA facilities; repairs and other projects in
the National Cemetery Administration (NCA); hiring of VBA employees and VBA IT
systems. As a proactive step, we plan to assess risk, internal controls, and planning
processes in areas that receive stimulus funds, for the purpose of identifying the
potential for improper payments, and to assess VA's ability to execute its plan in a cost
effective and timely manner. We also plan to audit VHA and NCA contract and grant
programs to identify improper payments, provide accountability for expended funds, and
evaluate the success of specific projects; and evaluate other Recovery Act projects.

Conclusion

The OIG will continue to work with VA in addressing these challenges in meeting
the needs of veterans for quality and timely health care and benefits. We appreciate the
strong support and interest of the Subcommittee in our independent oversight work, and
we will continue to focus our efforts in priority areas such as mental health, medical
research, and implementation of the new Gl Bill.

Thank you again for the opportunity to appear before the Subcommittee. We
would be pleased to answer your questions.

11
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VA HEALTH CARE

Challenges in Budget Formulation and Execution

What GAOQ Found

VA faces challenges formulating its health care budget each fiscal year, As
noted in GAO's 2006 report on VA's overall health cave budget, these include
making realistic assumptions about the budgetary impact of policy changes,
raaking accurate calculstions, and obtaining sufficient data for useful budget
projections. For example, GAO found that VA made unrealistic assuumptions
about how quickly it would realize savings from proposed changes in nursing
home policy. While VA took steps to respond to GAO's 2006 recommendations
about VA budgeting, recent GAO work found similar issues. In 2008, GAO
reported on VA’s long-term care budget—namely, on challenges in projecting
the armount and cost of VA long-term care. GAO found that in its fiscal year
2009 budget justification, VA used assumptions about the cost of nursing
home and noninstitutional care that appeared unrealistically low given recent
VA experience and other indicators, VA said it would complete an action plan
responding to GAQ's 2008 recommendations by the end of March 2009.

VA also faces challenges executing its health care budget. These include
spending and tracking funds for specific initiatives and providing timely and
useful information to Congress on budget execution progress and problems,
GAO’s 2006 report on VA funding for new mental health initiatives found VA
had difficulty spending and tracking funds for initiatives in VA's mental health
strategic plan to expand sexvices to address service gaps. The initiatives were
to enhance VA’s larger mental health progiam and were to be funded by

$100 million in fiscal year 2005. Some VA medical centers did not spend all the
funds they had recetved for the initiatives by the end of the fiscal year, partly
due to the titne it took to hire staff and renovate space for mental health
programs, Also, VA did not track how funding aliocated for the initiatives was
spent. GAQ’s 2006 report on VA's overall health care budget found that VA
raonitored s health care budget execution and identified execution problems
for fiscal years 2005 and 2006, but did not report the problems to Congress in
a timely way. GAO also found that VA’s reporting on budget execution to
Congress could have been more informative. VA has not fully traplemented
one of GAG’s two reconimendations for improving VA budget execution,

Sound budget formulation, monitoring of budget execution, and the reporting
of informative and timely information to Congress for oversight continue to be
essential as VA addresses budget challenges GAO has identified. Budgeting
involves imperfect information and uncertainty, but VA has the opportunity to
imaprove the credibility of its budgeting by continuing to address identified
problems. This is particularly true for long-term cave, where for several years
GAO work has highlighted concérns about workload assumptions and cost
projections. By improving its budget process, VA can increase the credibility
and usefulness of information it provides to Congress on its budget plans and
progress in spending funds, GAOs prior work on new mental health initiatives
may provide a cautionary lesson about expanding VA progr: sly, that
funding availability does not always mean that new initiatives will be fully
implemented in a given fiscal year or that funds will be adequately tracked.”

United States A flity Otfice
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Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today as you discuss the Department of Veterans
Affairs’ (VA) health care programs and consider the President’s budget
request for fiscal year 2010. These programs form one of the largest health
care delivery systems in the nation and provide, for eligible veterans, a
range of services, including preventive and primary health care, outpatient
and inpatient services, and prescription drugs. For example, VA provides a
variety of outpatient and inpatient mental health services for veterans with
conditions such as depression, post-traumatic stress disorder, and
substance abuse disorders. VA also provides a range of long-term care
services—including nursing home care and noninstitutional care provided
in veterans’ homes or in the community—for veterans needing assistance
due to chronic iliness or physical or mental disability. VA estimated that in
fiscal year 2009, its health care programs would serve 5.8 million patients
with appropriations of $41.2 billion. The President recently proposed an
increase in VA's health care budget for fiscal year 2010 to expand health
care services for veterans.

VA formulates its health care budget by developing annual estimates of its
likely spending for all of its health care programs and services, and
includes these estimates in its annual congressional budget justification to
the appropriations subcommittees. VA's formulation of its budget is by its
very nature challenging, as it is based on assumptions and imperfect
information on the health care services VA expects to provide. For
example, VA is responsible for anticipating the service needs of two very
different populations—an aging veteran population and a growing number
of veterans returning from the military operations in Afghanistan and Iraq,
known as Operation Enduring Freedom (OEF) and Operation Iragi
Freedom (OIF), respectively—calculating the future costs associated with
providing VA services, and using these factors to develop the department’s
budget request submitted to the Office of Management and Budget
(OMB).' VA uses an actuarial model to develop the annual budget
estimates for most, but not all, of its health care programs, including
inpatient acute surgery, outpatient care, and prescription drugs. This
model estimates future VA health care costs by using projections of
veterans' demand for VA's health care services as well as cost estimates

‘VA begins to formulate its own budget request approximately 18 months before the start of
the fiscal year to which the request relates and about 10 months before transmission of the
President’s budget request, which usually occurs in early February.
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associated with particular health care services.” In fiscal year 2006, VA
used the actuarial model to estimate about 86 percent of its projected
health care spending for that year. VA uses other approaches to develop its
spending estimates for its remaining health care services, such as long-
term care. Long-term care accounted for about 10 percent of VA's
estiraated health care spending for fiscal year 2006,

VA is also responsible for executing its budget—a responsibility that
includes spending appropriated funds efficiently and effectively and
monitoring the use of funds throughout the fiscal year to ensure that those
funds are used to provide health care services as authorized. VA typically
receives appropriations that support all its health care services rather than
appropriations specifically for certain types of services. As aresult, VA has
considerable discretion in how it allocates its resources among its various
health care services. VA allocates most of the appropriations for its health
care services to VA's 21 health care networks, which in turn allocate funds
to the medical centers within their networks.*

In 2006 and 2009, we issued three reports that examined some of the
challenges VA faces in budget formulation and execution; these reports
pertained to VA's overall health care budget as well as portions of its
budget that pertain to long-term care and to specific mental health
initiatives. You asked us to discuss budget challenges VA faces related to
its health care programs, and today my remarks are based on our issued
work on this subject.” Specifically, I will discuss (1) challenges VA faces

*The actuarial model reflects factors such as the age, sex, and morbidity of the veteran
population as well as the extent to which veterans are expected to seek care from VA
rather than health care providers reimbursed by other payers such as Medicare and
Medicaid.

VA delegates decision making regarding health care financing and service delivery to its
health care networks, including most budget and management responsibilities concerning
medical center operations.

See GAO, VA Health Care: Budget Formulation and Reporting on Budget Execution
Need I'mprovement, GAO-06-958 (Washington, D.C.: Sept. 20, 2006); GAO, VA Health Care:
Long-Term Care Stralegic Planuing and Budgeting Need Improvement, GAO-04-145
{Washington, D.C.: Jan. 23, 2008); and GAQO, VA Health Care: Spending for Menlal Health
Strategic Plan Initiatives Was Substantially Less Than Planned, GAQ-07-66 (Washington,
D.C.: Nov. 21, 2006).

“We currently have work underway on other VA health care related issues, including
aspects of VA's mental health programs.
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formulating its health care budget, and (2) challenges VA faces executing
its health care budget.

For our 2006 report on VA’s overall health care budget for fiscal years 2005
and 2006, we analyzed and reviewed budget documents, including VA's
budget justifications for health care programs for fiscal years 2005 and
2006, and interviewed VA officials responsible for VA health care budget
issues and for developing budget projections. In addition, from August to
September 2008, we reviewed VA documents to determine whether VA had
implemented the recommendations we made in our 2006 report. For our
other 2006 report, on VA’s budget for specific mental health initiatives, we
reviewed documents related to the funding of these initiatives, We
interviewed VA headquarters officials responsible for VA's mental health
services and budget functions. We also conducted site visits and phone
interviews with officials from selected VA health care networks and VA
medical centers. In September 2008, we reviewed VA docurments to
determine whether VA had implemented the recommendations we made in
that report. For our 2009 report on VA’s long-term care budget, we
reviewed VA's fiscal year 2009 congressional budget justification and
related documents. We also interviewed VA officials. We conducted our
work for these performance audits in accordance with generally accepted
government auditing standards.’ Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.

VA Faces Challenges
in Formulating Its
Health Care Budget

QOur prior work highlights some of the challenges VA faces in formulating
its budget. As we reported in 2006, these challenges include making
realistic assumptions about the budgetary impact of some of its policies,
making accurate calculations, and obtaining sufficient data for useful
budget projections. In 2009, we again reported on VA's budget formulation
challenges—specifically, VA's challenges projecting the amount of long-
term care it will provide and estimating the costs of this care.

“We conducted our work on VA’s overall health care budget from October 2005 through
September 2006, our work on VA's mental health initiative funding from January through
November 2006, and our work on VA’s long-term care budget from November 2007 through
January 2009,
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Challenges Making
Realistic Assumptions
Related to Proposed Policy
Changes, Making Accurate
Calculations, and
Obtaining Sufficient Data

Our 2006 report on VA’s overall health care budget illustrated that in
formulating its budget, VA faces challenges making realistic assumptions
about the budgetary impact of its proposed policies. We reported that the
President’s requests for additional funding for VA's medical programs for
fiscal years 2005 and 2006” were in part due to unrealistic assumptions VA
made about how quickly the department would realize savings from
proposed changes in its nursing horue policy.” Specifically, we found that:

VA's fiscal year 2005 budget justification included a proposal to reduce the
amount of care VA provides—known as workload-—in VA-operated
nursing homes, one of three settings which provide VA nursing home
services.” VA assumed that savings from this reduction in workload would
be realized on the first day of fiscal year 2005. VA officials later told us that
this assumption had been unrealistic because of the accelerated time
frame of the planned policy change. The change would have required
transferring or discharging veterans from the nursing homes in an
extremely compressed time frame; moreover, achievement of substantial
savings from this policy would have also likely required reducing the
number of VA employees.

VA's fiscal year 2006 budget justification included a policy proposal to
reduce patient workload and costs by prioritizing the veterans who would
receive a certain type of VA nursing home care.” VA assumed that savings
resulting from the policy change could be realized before the start of the
2006 fiscal year; however, VA officials said they later realized that time
frame was unrealistic.

“In June 2005, the President requested a $875 million supplemental appropriation for fiscal
year 2005, and in July 2005, the President submitted a $1.977 billion budget amendment for
the fiscal year 2008 appropriation.

*See GAO-O6-058.

"VA also provides nursing home services through cormunity nursing homes and state
veterans' nursing homes.

*This policy proposal was related to long-stay nursing home care provided in all three of
VA's nursing home settings. Long-stay care includes nursing home care needed by veterans
who cannot be cared for at home because of severe, chronic physical or mental
impairments such as the inability to independently eat or the need for supervision because
of dementia. Under the proposed policy, many veterans receiving VA nursing home care
would no longer have qualified for long-stay care.

Page 4 GAQ-09-459T



183

In our 2006 report, we recommended that VA improve its budget
formulation processes by explaining in its budget justifications the
relationship between the implementation of proposed policy changes and
the expected timing of cost savings to be achieved. VA agreed with this
recommendation and acted on this recommendation in VA's fiscal year
2009 budget justification.

Our 2006 report also illustrated that VA faces challenges making accurate
calculations during budget formulation. As we reported, VA made
computation errors when estimating the effect of its proposed fiscal year
2006 nursing home policy, and this contributed to requests for
supplemental funding that year. We found that VA underestimated
workload and the costs of providing care in all three of its nursing home
settings. VA officials said that the errors resulted from calculations being
made in haste during the OMB appeal process," and that a more
standardized approach to long-term care calculations could provide
stronger quality assurance to help prevent future mistakes. In 2006, we
recommended that VA strengthen its internal controls to better ensure the
aceuracy of calculations it uses in preparing budget requests. VA agreed
with and implemented this recommendation and had the savings estimates
from proposed policy changes in its fiscal year 2009 budget justification
validated by an outside actuarial firm.

In formulating its budget, VA also faces the challenge of obtaining
sufficient data for useful workload projections, as illustrated in our 2006
report. We reported that the President’s requests for additional funding for
VA health care programs in fiscal years 2005 and 2006 were, in part, due to
the lack of sufficient data on how many OEF/OIF veterans VA would care
for in those fiscal years. In its fiscal year 2005 budget justification, VA
projected that it would need to provide care to about 23,500 returning
OEF/OIF veterans. VA subsequently revised its projections to indicate that
VA would serve nearly 100,000 OEF/OIF veterans. According to VA
officials, the original projections for providing care to OEF/OIF veterans
had been understated for fiscal year 2005 in part because the projections
were based on insufficient data on veterans returning from Iraq and
Afghanistan. Insufficient data on returning OEF/OIF veterans continued to
be a challenge in formulating VA's fiscal year 2006 budget justification. VA

“In tate November, GMB "passes back” budget decisions to the agencies on the President’s
budget requests for their programs, a process known as “passback.” These decisions may
involve, among other things, funding levels, program policy changes, and personnel
ceilings. The agencies may appeal decisions with which they disagree.
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officials told us they did not have sufficient data for that fiscal year due to
challenges obtaining data needed to identify these veterans from the
Department of Defense (DOD). After the President submitted the fiscal
year 2006 budget request, VA determined that it expected to provide care
to approximately 87,000 more veterans than initially projected for fiscal
year 2006. According to VA officials, the agency subseguently began
receiving the DOD data it requires to identify OEF/OIF veterans on a
monthly basis rather than the quarterly reports it used to receive.

Challenges Projecting the
Amount and Cost of Long-
Term Care Services

Our recent work on VA’s budget showed how VA continued to face
challenges formulating its budget for long-term care services.” In January
2009, we reported on VA's challenges developing realistic assumptions to
project the amount of noninstitutional long-term care services it would
provide to veterans. We found that, in its fiscal year 2008 budget
Jjustification, VA included a spending estimate for noninstitutional long-
term care services that appeared unreliable, in part because this spending
estimate was based on a workload projection that appeared to be
unrealistically high, given recent VA experience providing these services.
Specifically, in an effort to help meet veterans' demand for
noninstitutional services, VA projected that it would increase its
noninstitutional workload 38 percent from fiscal year 2008 to fiscal year
2009. VA included this projection in the budget despite the fact that from
fiscal year 2006 to fiscal year 2007—the most recent year for which
workload data are available—VA's actual workload for these services
decreased about 5 percent, rather than increasing as projected. (See fig. 1.)
In its fiscal year 2009 budget justification, VA did not provide information
regarding its plans for how it will increase noninstitutional workload

38 percent from fiscal year 2008 to fiscal year 2009.

“See GAO-O0-145.
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Figure 1: VA Actual and Estimated Noninstitutional Workioad, Fiscal Year 2006
through Fiscal Year 2008
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Source: GAQ analysis of VA data.

Note: Workioad is measured in average daily census. Average daily census reflects the average
number of veterans in VA noninstitutionat long-term care services on any given day during the course
of a year.

To strengthen the credibility of the estimates of long-term care spending in
VA’s budgeting proposals and increase transparency for Congress and
stakeholders, we recommended that in future budget justifications VA use
workload projections for estimating noninstitutional long-term care
spending that are consistent with VA's recent experience or report the
rationale for using projections that are not. In commenting on a draft of
our report, VA did not indicate whether it agreed with this
recommendation, but stated it would complete an action plan thag
responds to the recommendation by the end of March 2009.

In addition to having difficulty developing reliable projections on the
amount of long-ferm care services it will provide, VA also faces challenges
developing realistic assumptions about the cost of providing these services
when fornulating its budget. In January 2009, we reported that VA may
have underestimated its nursing home spending for fiscal year 2009
because it used a cost assumption that appeared unrealistically low, given
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both recent VA experience and economic forecasts of increases in health
care costs. To formulate its nursing home spending estimate, VA assumed
that the cost of providing a day of nursing home care would increase

2.5 percent from fiscal year 2008 to fiscal year 2009. However, from fiscal
year 2006 to fiscal year 2007—the most recent year for which actual cost
data are available-—the cost to provide this care increased approximately
5.5 percent. Similarly, for fiscal year 2007 to fiscal year 2008, VA estimated
that its nursing home costs would increase approximately 11 percent. In
addition to its recent experience, VA's 2.5 percent cost increase is also less
than the rate provided in OMB guidance to VA to help with its budget
estimates—which forecasted a rate of inflation for medical services of

3.8 percent for the same time period.

In our January 2009 report, we also found that VA’s estimate of the amount
it would spend for noninstitutional long-term care services in fiscal year
2009 appeared to be unreliable-~in part because VA based this estimate on
a cost assumption that appeared unrealistically low, when compared to
VA's recent experience and to economic forecasts of increases in health
care costs. Specifically, VA assumed that the cost of providing a day of
noninstitutional long-term care would not increase from its fiscal year
2008 level. VA used this assumption to formulate its noninstitutional long-
term care spending estimate despite the fact that from fiscal year 2006 to
fiscal year 2007—the most recent year for which actual cost data are
available~~the cost of providing these services increased 19 percent. VA’s
cost assumption is also inconsistent with the OMB guidance provided to
VA. In its fiscal year 2009 budget justification, VA did not provide
information regarding its nursing home or noninstitutional cost
assumptions. However, VA officials told us that they made these
assumptions in order to be conservative in VA's fiscal year 2009 budget
estimates.

To strengthen the credibility of the estimates of long-term care spending in
VA'’s budgeting proposals and increase transparency for Congress and
stakeholders, we recommended that VA, in future budget justifications,
use cost assumptions for estimating both nursing home and
noninstitutional long-term care spending that are consistent with VA's
recent experience or report the rationale for using cost assumptions that
are not. In commenting on a draft of our report, VA did not indicate
whether it agreed with these recommendations, but stated it would
complete an action plan that responds to the recommendations, again by
the end of March 2009,
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VA Faces Challenges
in Executing Its
Budget for Health
Care Services

Our prior work highlights some of the challenges VA faces in executing its
health care budget. These challenges include spending and tracking funds
designated by VA for specific health care initiatives as well as providing
timely and useful information to Congress regarding budget execution
progress and problems.

Challenges Spending and
Tracking Funds
Designated for VA Health
Care Initiatives

After formulating its estimates of likely spending on its health care
services, VA is also responsible for executing its budget efficiently and
effectively. However, our 2006 report on VA's funding for specific mental
health initiatives” showed that in executing its budget, VA faces challenges
spending and tracking the use of funds designated by VA for specific VA
health care initiatives, in particular funds that VA intends to use to expand
services to improve access to care for its veteran population. For example,
in 2006, we reported that in fiscal years 2005 and 2006, VA had difficulty
spending and tracking funds it had designated for new initiatives included
in VA's mental health strategic plan, which were to expand mental health
services in order to address gaps previously identified by VA. These
initiatives—which were to be funded by $100 million in fiscal year 2005
and $200 million in fiscal year 2006—were intended to enhance VA’s larger
mental health program.” In both fiscal years, VA allocated funds to VA
medical centers and offices that were to be used for mental health
strategic plan initiatives during those fiscal years, as part of VA’s efforts to
expand these services. As we reported in 2006, VA faced challenges in
both spending the funds and tracking their use in fiscal years 2005 and
2006:

Challenges in spending funds—We found that, by the end of fiscal years
2005 and 2006, some VA medical centers had not spent all of the funds
they had received for mental health strategic plan initiatives for those
fiscal years, according to VA medical center officials and other available
information. In fiscal year 2005, this was due to factors such as the length
of time it took the medical centers to hire new staff and locate or renovate
space for new mental health programs.

“See GAOHT-66.
“These funds represented a small portion of the overall funds available to support VA

mental health services in those two fiscal years. For example, VA expected to spend more
than $2 billion on mental health services in fiscal year 2006.
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Challenges in tracking the use of funds—In both fiscal years, VA did not
have an adequate method in place for tracking spending for its new mental
health strategic plan initiatives. VA did not track how funds allocated for
plan initiatives were spent, and as a result, VA could not determine to what
extent the funds for plan initiatives were spent on those initiatives.

To provide information for improved management and oversight, we
recommended that VA track the extent to which the funds allocated for
mental health strategic plan initiatives are spent for those initiatives. Since
we reported on this issue in November 2006, VA has implemented a
tracking systern to monitor spending on mental health strategic plan
initiatives and help determine the extent to which funds allocated for
mental health strategic plan initiatives are spent for those initiatives.

Although VA took steps to address its challenges tracking its spending on
mental health initiatives, our more recent work in 2009 shows how VA
continues to face spending challenges when the department undertakes
efforts to expand services for veterans. In January 2009 we reported that
VA's fiscal year 2009 budget justification included plans to increase VA's
spending on noninstitutional long-term care services, in order to partially
close previously identified gaps in the provision of these services. VA
assumed it would be able to increase its noninstitutional workload by

38 percent from fiscal year 2008 to fiscal year 2009. However, in our report
we raised questions about VA's ability to achieve this increase in
workload. As we noted in our report, VA officials stated that increasing
noninstitutional workload is challenging. Similar to VA's prior mental
health initiatives, many of VA’s noninstitutional services are provided by
VA personnel, and as a result, VA must take the time to hire and train more
personnel before it has the capacity to serve an increased workload. These
factors suggest that VA may have difficulty spending its resources as
planned. In its budget justification, VA did not explain how it plans to
achieve this increase in noninstitutional workload.

Challenges Providing
Timely and Useful
Information to Congress
Regarding Budget
Execution Progress and
Problems

As VA executes its budget, VA also faces the challenge of providing timely
information to Congress about the agency's progress and any problems the
agency encounters during this process. For example, in our 2606 report on
VA's overall health care budget, we reported that although VA staff had
closely monitored its budget execution and identified problems for fiscal
years 2005 and 2006, VA did not report this information to Congressina
timely manner. For example, anticipating challenges in managing within
its resources, VA had closely monitored the fiscal year 2005 budget as
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early as October 2004. However, Congress did not learn of the budget
challenges facing VA until April 2005.

In addition, VA faces a challenge in providing information to Congress that
would be useful for congressional oversight of VA’s budget. For example,
in 2006, we also found that VA's reporting of its budget execution progress
and problems to Congress could have been more informative. In the
appropriations act for fiscal year 2006, Congress included a requirement
for VA to submit quarterly reports regarding the status of the medical
programs budget during that fiscal year.” In addition, the conference
report accompanying the appropriations act directed VA to include waiting
list performance measures, among other things." We found that VA did not
include in its quarterly reports certain types of information that would
have been useful for congressional oversight. For example, in its reports to
Congress, VA used a patient workload measure that counted patients only
once no matter how many times they used VA services within the fiscal
year. This measure did not capture the difference between patients
predominantly using low-cost services such as primary care outpatient
visits and those using high-cost services such as acute inpatient hospitat
care. In conirast, VA provided in its reports to OMB other workload
measures that provided a more complete picture of whether new patients
were receiving low- or high-cost services. Some of those measures
provided to OMB included a measure of one type of inpatient care-—
nursing home workioad—and the nuraber of outpatient visits.

In addition, in one of its quarterly reports to Congress, VA reported access
measures for existing VA patients——the percentage of primary care and
percentage of specialty care appointments scheduled within 30 days of the
desired date—where VA was exceeding its performance goals. However,
VA did not provide one access measure identified in the conference report:
the time required for new patients to get their first appointment. Although
not the same measure, a similar measure VA produced for other purposes
showed the number of new patients waiting for their first appointment to
be scheduled. This measure showed that the number of new patients
waiting for their first appointment to be scheduled almost doubled from
April 2005 to March 2006, indicating a potential problem in the first quarter
of fiscal year 2006.

“Pub. L. No. 109-114, § 222, 119 Stat. 2372, 2391 (2005).
“See H.R. Conf. Rep No. 109-305, at 50 (2005).
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We recommended that VA improve its reporting of budget execution
progress to Congress by incorporating measures of patient workload to
capture the costliness of care and a measure of waiting times. These
measures might help alert Congress to potential problems VA may face in
managing within its budget in future years. VA implemented part of this
recommendation in the quarterly report it submitted to Congress in May
2008, in which VA reported two measures related to waiting times.
Although the inclusion of these measures in VA's quarterly reports can
help facilitate congressional oversight, VA could provide additional
information to inform Congress about the costliness of VA care.

Concluding
Observations

Sound budget formulation, monitoring of budget execution, and the
reporting of informative and timely information to Congress for oversight
continue to be essential as VA addresses budget challenges we have
identified in recent years. While the budget process inevitably involves
imperfect information and uncertainty about future events, VA has the
opportunity to improve the credibility of its budgeting process by
continuing to address problems that we have identified in recent years.
Doing so can increase the credibility and usefulness of information that VA
provides to Congress and affected stakeholders on its annual budget plans
and the progress it makes in spending appropriated funds as planned. This
is particularly the case for long-term care services, where budget workload
assumptions and cost projections, as highlighted by our work for several
years, raise questions regarding the credibility and usefulness of projected
spending estimates. In addition, our prior report on new VA mental health
initiatives to address identified gaps in services may provide a cautionary
lesson regarding the expansion of new VA health care programs more
generally. Namely, that the availability of funding for new health care
initiatives does not in itself mean that these initiatives will be fully
implemented within a given fiscal year-—in part because new initiatives
can bring challenges in hiring and training new staff—or that monitoring
and tracking of such funding will be adequate to report the extent to which
new initiatives are being implemented as planned.

Mr. Chairman, this concludes my prepared remarks. ! would be happy to
answer any questions you or other meembers of the Subcommittee may
have.
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For more information regarding this testimony, please contact Randall B.
Contact and Williamson at (202) 512-7114 or williamsonr@gao.gov. Contact points for
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INFORMATION TECHNOLOGY

Challenges Remain for YA's Sharing of Eleclronic
Health Records with DOD

What GAD Found

Through their longrunning etectronic health information sharing initiatives,
VA and DOD have succeeded in increasing their ability to share and'use health
information. In particular, they are sharing certain clinical information
{pharmacy and drug allergy data) in computable form—-that is, in a format
that 2 computer can understand and act on. This permits health information

to provide alerts to clinicians on drug allergies, an important feature
that was given priority by the depariments’ clinicians. The departments are
now exchanging this type of data on over 27,000 shared patients—an increase
of about 9,000 patients between June 2008 and January 2009, Sharing
< ble data is considered the highest level of interoperability, but other
levels also have value. That is, data that ave only viewable still provide
important information to clinicians, and much of the departeents’ shared
information is of this type. However, the departments have more to do: not all
electronic health information is yet shared, and although VA’s health dats are
all capiured electronically, information is still captured on paper at many DOD
medical facilities.

To share and use health data has reguired, among other things, that VA and
BOD agree on standards. At the same time, they are participating in federal
standards-related initiatives, wideh is important both because of the
experience that the departments bring o the national effort, and also because
their involvernent helps ensure that their adopted standards are cornpliant
with federal standards. However, these federal standards are still emergin,
which could complicate the depariments’ efforts to maintain compHance.

Finally, the departments’ efforts face management challenges. Specifically, the
effectiveness of the departments’ platning for meeting the deadline for fully
interoperabie electronic health records is reduced because their plans did not

onsi y identify resulis-oriented performance goals (i.e., goals that are
ohjective, qguantifiable, and ble) or measures that would permit
progress toward the goals to be assessed. Further constraining VA's and
DOD's planning effectiveness is their inability to complete all necessary
activities to set up the interagency program office, which is intended to be
accouniable for fulfilling the departments’ intercperability plans. Defining
goals and ensuring that these are met would be an important part of the task
of the program office. Without a fully established office that can manage the
effort t0 meet these goals, the departments increase the risk that they will not
‘e able to share interoperable electronde health information to the extent and
in the manner that most effectively serves military service members and
veterans. Accordingly, GADO has recommendad that the departments give
priority to fully establishing the interagency program office and develop
resulte-oriented performance goals and measures to be used as the basis for
reporting interoperability progress. The departments concurred with these
recommendations.

United Slates ity Office
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Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to discuss the efforts of the
Department of Veterans Affairs (VA) to advance the use of health
information technology to achieve interoperable electronic health
records with the Department of Defense (DOD). VA has been
working with DOD for over a decade to pursue initiatives to share
data between the two departments’ health information systems. To
expedite the departments’ efforts, the National Defense
Authorization Act for Fiscal Year 2008’ inciuded provisions directing
VA and DOD to jointly develop and implement, by September 30,
2009, fully interoperable electronic health record systems or
capabilities that are compliant with applicable federal
interoperability’ standards. Such systems and capabilities are
important for making patient information more readily available to
health care providers in both departments, reducing medical errors,
and streamlining administrative functions.

The experience of VA and DOD in this area is also relevant to
broader efforts to advance the nationwide use of health information
technology (IT) in both the public and private health care sectors —
a goal of both current and past administrations. As you are aware, a
nationwide effort is currently under way to promote the use of
health IT to help improve the efficiency and quality of health care. In
April 2004 an executive order called for widespread adoption of
interoperable electronic health records by 2014," and it set up the
Office of the National Coordinator for Health Information
Technology within the Department of Health and Human Services
(HHS) to help guide efforts leading to this goal. Most recently, in
February, the American Recovery and Reinvestment Act of 2009

'The National Defense Authorization Act for Fiscal Year 2008, Pub. L. No. 110-181, Section
1635 (Jan. 28, 2008).

“Interoperability is the ability of two or more systems or components to exchange
information and to use the information that has been exchanged. Further discussion of
levels of interoperability is provided later in this testimony.

Elstablishing the FPosition of the
{Washington, D.C.: Apr. 27, 2004).

*Executive Order 13335, Incentives for the Use of Health Information Technology and
3 ion Technology Coord
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established the office in law, giving the National Coordinator
responsibility for coordinating health IT policy and standards,
among other things.*

Since 2001, we have been reviewing aspects of the various federal
efforts undertaken to implement IT for health care and public health
solutions. We have reported on VA's and DOD’s electronic health
information sharing initiatives, as well as on HHS's national heaith
IT initiatives.’ Overall, our studies have recognized progress made
by these departments, but we have also pointed out challenges and
other areas of concern. At your request, in this statement, we will
describe some of VA's and DOD’s achievements and challenges in
developing interoperable electronic health records, including brief
comments on how these apply to the broader national health IT
effort.

In developing this testimony, we relied largely on our previous
work. We conducted our work in support of this testimony during
February 2009 and March 2009, in Washington, D.C. All work on
which this testimony is based was performed in accordance with
generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings
and conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

*Heaith Information Technology for Economic and Clinical Health (ITECH) Act, sec.
13101, Title XIII of the American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5,
Feb. 17, 2009, adding sec. 3001 to the Public Health Service Act, 42 U.S.C. sec. 300jj-11.

*GAQ, C Based Patient Records: Better Planning and Oversight by VA, DOD, and
lHS Would Enhance Health Data Sharing, GAO-01-459 (Washington, D.C.: Apr. 30, 2001);

d Patient Re VA and DOD Efforts to Exchange Health Data Could
Beneﬁt from Improved Plan.mng and Project Management, GAO-04-887 (Washington, D.C.:
June 7, 2004); Health hnole HHS Is Continuing Efforts to Define its
National Strategy, GAO-06-1071T (Washmgton, D.C.: Sept. 1, 2006); Information
Technology: DOD and VA Have Increased Their Sharing of . Health Information, but More
Work Remains, GAO-08-954 (Washington, D.C.: July 28, 2008); and Electronic Health
Records: DOD'’s and VA's Sharing of Information Could Benefit from Improved
Management, GAO-09-268 (Washington, D.C.: Jan. 28, 2009).
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Background

The use of IT to electronically collect, store, retrieve, and transfer
clinical, administrative, and financial health information has great
potential to help improve the quality and efficiency of health care
and is critical to improving the performance of the U.S. health care
system. Historically, patient health information has been scattered
across paper records kept by many different caregivers in many
different locations, making it difficult for a clinician to access all of
a patient’s health information at the time of care. Lacking access to
these critical data, a clinician may be challenged to make the most
informed decisions on treatment options, potentially putting the
patient’s health at greater risk. The use of electronic health records
can help provide this access and improve clinical decisions.®

Electronic health records are particularly crucial for optimizing the
health care provided to military personnel and veterans. While in
military status and later as veterans, many VA and DOD patients
tend to be highly mobile and may have health records residing at
multiple medical facilities within and outside the United States.
Making such records electronic can help ensure that complete
health care information is available for most military service
members and veterans at the time and place of care, no matter
where it originates.

VA Has Been Working with DOD to Exchange Health Information for Over a Decade

VA and DOD have been working to exchange patient health data
electronically since 1998. As we have previously noted,’ their efforts
have included both short-term initiatives to share information in
existing (legacy) systems, as well as a long-term initiative to develop
modernized health information systeras—replacing their legacy
systems—that would be able to share data and, ultimately, use
interoperable electronic heaith records.

°An electronic health record is a collection of information about the health of an mdmdual

or the care provided, such as patient d hi tes,
vital signs, past medical history, immunizations, laborawry daca, and radiology reports.
"GAO-08-954.
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In their short-term initiatives to share information from existing
systems, the departments began from different positions. VA has
one integrated medical information system—the Veterans Health
Information Systeras and Technology Architecture (VistA}—which
uses all electronic records and was developed in-house by VA
clinicians and IT personnel.® All VA medical facilities have access to
all VistA information.

In contrast, DOD uses multiple legacy medical information systems,
all of which are commercial software products that are customized
for specific uses. For example, the Composite Health Care System
(CHCS) which was formerly DOD’s primary health information
system, is still in use to capture pharmacy, radiology, and laboratory
information.’ In addition, the Clinical Information System (CIS), a
commercial health information system customized for DOD, is used
to support inpatient treatment at military medical facilities.

The departments’ short-term initiatives to share information in their
existing systems have included several projects. Most notable are
two information exchange projects:

The Federal Health Information Exchange (FHIE), completed in
2004, enables DOD to electronically transfer service members’
electronic health information to VA when the members leave active
duty.

The Bidirectional Health Information Exchange (BHIE), also
established in 2004, was aimed at allowing clinicians at both
departments viewable access to records on shared patients (that is,
those who receive care from both departments—veterans may
receive outpatient care from VA clinicians and be hospitalized at a

®VistA began operation in 1983 as the Decentralized Hospital Computer Program. In 1996,
the name of the system was ch: d to the } Health I ion and
Technology Architecture.

“According to DOD, CHCS applications are now accessed through its modernized health
information system, AHLTA.
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military treatment facility).” The interface also allows DOD sites to
see previously inaccessible data at other DOD sites.

As part of the long-term initiative, each of the departments aims to
develop a modernized system in the context of a common health
information architecture that would allow a two-way exchange of
heaith information. The common architecture is to include
standardized, computable data; communications; security; and high-
performance health information systems: DOD’s AHLTA" and VA's
HealtheVet. The departments’ modernized systems are to store
information (in standardized, computable form) in separate data
repositories: DOD's Clinical Data Repository (CDR) and VA’s Heaith
Data Repository (HDR). For the two-way exchange of health
information, in September 2006 the departments implemented an
interface named CHDR,* to link the two repositories.

Beyond these initiatives, in January 2007, the departments
announced their intention to jointly determine an approach for
inpatient health records. On July 31, 2007, they awarded a contract
for a feasibility study and exploration of alternatives. In December
2008, the contractor provided the departments with a recommended
strategy for jointly developing an inpatient solution.

*Fo create BHIE, the departrents drew on the architecture and framework of the
information transfer system established by the FHIE project. Unlike FHIE, which provides
a one-way transfer of information to VA when a service member separates from the
railitary, the two-way interface allows clinicians in both departments to view, in real time,
limited health data (in text form) from the departments’ existing health information
systems.

"“The department considers AHLTA the official name of the system. (It was formerly an
abbreviation for Armed Forces Health Longitudinal Technol Application). Previously,
AHLTA was known as CHCS [

“The name CHDR, pronounced “cheddar,” combines the names of the two repositories.
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VA and DOD Have Increased Information Sharing, but Continue to
Face Challenges in Developing and Implementing Interoperable

Health Records

VA and DOD have increased their ability to share and use health
information, sharing both computable and viewable data. This
achievement has required years of effort by the two departments,
involving, among other things, agreeing on standards and setting
priorities for the kind of information to be shared and the
appropriate level of interoperability to work toward.

Interoperability—~the ability to share data among health care
providers—is key to sharing health care information electronically.
Interoperability enables different information systems or
components to exchange information and to use the information
that has been exchanged. This capability is important because it
allows patients’ electronic health information to move with them
from provider to provider, regardless of where the information
originated. If electronic health records conform to interoperability
standards, they can be created, managed, and consulted by
authorized clinicians'and staff across more than one health care
organization, thus providing patients and their caregivers the
necessary information required for optimal care. (Paper-based
health records—if available-also provide necessary information,
but unlike electronic health records, do not provide decision
support capabilities, such as automatic alerts about a particular
patient’s health, or other advantages of automation.)

Interoperability can be achieved at different levels.” At the highest
level, electronic data are computable (that is, in a format that a
computer can understand and act on to, for example, provide alerts
to clinicians on drug allergies). At a lower level, electronic data are

“These Jevels were identified by the Center for Information Technology Leadership, which
was chartered in 2002 as a research organization established to help guide the health care
community in making more i d ic IT i decisi A ding to VA
and DOD, the different levels of interoperability have been accepted for use by the Office
of the National C i for Health I ion Technol
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structured and viewable, but not computable. The value of daia at
this level is that they ave structured so that data of interest to users
are essier to find. At still a lower level, electronic data are
unstructured and viewable, but not compuiable. With unstructured
electronic data, a user would have to find needed or relevant
information by searching uncategorized dats. Beyond these, paper
records can also be considered interoperable {at the lowest level)
because they allow data to be shared, read, and Interpreted by
human beings. Figure 1 shows the distinction between the various
ievels of interoperability and examples of the types of data that can
be shared at each level.

Figure 1: Levels of Dals Interoperability

increasingly sophisticated
and standardized data
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Source: GAQ analysis based on dala fom the Center for Information Technology Leadsrship,

VA and DOD have adopted a classification framework like the one in
the figure to define what level of interoperability they are alming to
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achieve in various information areas. For example, in their initial
efforts to implement computable data, VA and DOD focused on
outpatient pharmacy and drug allergy data because clinicians gave
priority to the need for automated alerts to help medical personnel
avoid administering inappropriate drugs to patients. As of January
31, 2009, the departments were exchanging computable outpatient
pharmacy and drug allergy data through the CHDR interface on over
27,000 shared patients—an increase of about 9,000 patients since
June 2008,

However, according to VA and DOD officials, not all data require the
same level of interoperability, nor is interoperability at the highest
level achievable in all cases. For example, unstructured, viewable
data may be sufficient for such narrative information as clinical
notes. According to the departments, much of the information being
shared today is currently at the structured, viewable level. For
example, through BHIE, the departments exchange surgical
pathology reports, microbiology results, cytology reports, chemistry
and hematology reports, laboratory orders, vital signs, and other
data in structured, viewable form. Some of this information is from
scanned documents that are viewable but unstructured. With this
format, a clinician would have to find needed or relevant
information by scanning uncategorized information. The value of
viewable data is increased if the data are structured so that
information is categorized and easier to find. Nonetheless, achieving
even a minimal level of electronic interoperability is valuable for
potentially making all relevant information available to clinicians.

However, the departments have more to do: not all electronic health
information is yet shared. In addition, although VA’s health data are
all captured electronically, information is still captured on paper at
many DOD medical facilities.

VA and DOD Have Adopted Standards to Allow Sharing and Are Taking Steps to Follow

Evolving Federal Standards

Any level of interoperability depends on the use of agreed-upon
standards to ensure that information can be shared and used. In the
health IT field, standards may govern areas ranging from technical

Page 8 GAO-09-427T
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issues, such as file types and interchange systems, to content issues,
such as medical terminology.

For example, vocabulary standards provide common definitions and
codes for medical terms and determine how information will be
documented for diagnoses and procedures. These standards are
intended to lead to consistent descriptions of a patient’s medical
condition by all practitioners. Without such standards, the terms
used to describe the same diagnoses and procedures may vary {(the
condition known as hepatitis, for example, may be described as a
liver inflammation). The use of different terms to indicate the same
condition or treatment complicates retrieval and reduces the
reliability and consistency of data.

Another example is messaging standards, which establish the order
and sequence of data during transmission and provide for the
uniform and predictable electronic exchange of data. For example,
they might require the first segment to include the patient’s name,
hospital number, and birth date. A series of subsequent segments
might transmit the results of a complete blood count, dictating one
result (e.g., iron content) per segment. Messaging standards can be
adopted to enable intelligible communication between organizations
via the Internet or some other communications pathway. Without
thern, the interoperability of heaith IT systems may be limited,
reducing the data that can be shared.

VA and DOD have agreed upon numerous common standards that
allow them to share health data. These are listed in a jointly
published common set of interoperability standards called the
Target DOD/VA Health Standards Profile, updated annually. The
profile includes federal standards (such as data standards
established by the Food and Drug Administration and security
standards established by the National Institute of Standards and
Technology); industry standards (such as wireless communications
standards established by the Institute of Electrical and Electronics
Engineers and Web file sharing standards established by the
American National Standards Institute); and international standards
(such as the Systematized Nomenclature of Medicine Clinical
Terms, or SNOMED CT, and security standards established by the
International Organization for Standardization).
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For the two kinds of data now being exchanged in computable form
through CHDR (pharmacy and drug allergy data), VA and DOD
adopted the National Library of Medicine data standards for
medications and drug allergies, as well as the SNOMED CT codes
for allergy reactions. This standardization was a prerequisite for
exchanging computable medical information—an accomplishment
that, according to the Department of Health and Human Services’
National Coordinator for Health IT, has not been widely achieved.

Further, VA and DOD are continuing their historical involvement in
efforts to agree upon standards for the electronic exchange of
clinical health information by participating in ongoing initiatives led
by the Office of the National Coordinator under the direction of
HHS. These initiatives have included the designation of standards-
setting organizations tasked to reach consensus on the definition
and use of standards. For example, these organizations have been
responsible for, among other things,

developing use cases,” which provide the context in which
standards would be applicable;

identifying competing standards for the use cases and harmonizing
the standards;

developing interoperability specifications that are needed for
implementing the standards;” and

creating certification criteria to determine whether health IT
systems meet standards accepted or recognized by the Secretary of
HHS, and then certifying systems that meet those criteria.

“Use cases are descriptions of events that detail what a system (or systems) needs to do to
achieve a specific mission or goal; they convey how individuals and organizations (actors)
interact with the systems. For health IT, use cases strive to provide enough detail and
context for follow-up activities to occur related to specific health care areas of high
priority, such as dards harmonizati hi specification, certification
consideration, and detailed policy discussions to advance the national health IT agenda.

'An interoperability specification codifies detailed imp} ion guid that inchud
references to the identified dards or parts of dards and explains how they should
be applied to specific health care topic areas, called use cases.
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The involvement of the two departments in these initiatives is
important both because of the experience that the departments can
offer the national effort, and also because their involvement helps
ensure that the standards they adopt are consistent with the
emerging federal standards. DOD and VA have made progress
toward adopting health data interoperability standards that are
newly recognized and accepted by the Secretary of HHS. The
departments have identified these new standards, which relate to
three HHS-recognized use cases,” in their most recent Target
Standards Profile.

Nonetheless, the need to be consistent with the emerging federal
standards adds complexity to the task faced by the two departments
of extending their standards efforts to additional types of health
information. The National Coordinator recognized the importance of
their participation and stated it would not be advisable for VA and
DOD to move significantly ahead of the national standards initiative;
if they did, the departments might have to change the way their
systems share information by adjusting them to the national
standards later, as the standards continue to evolve.

VA and DOD Plans Lack Results-Oriented Performance Goals and Measures, and
Interagency Program Office Is Not Fully Set Up

Using interoperable health IT to help improve the efficiency and
quality of health care is a complex goal that requires the
involvement of multiple stakeholders in both departments, as well
as numerous activities taking place over an expanse of time. In view
of this complexity, it is important to develop comprehensive plans
that cover the full scope of the activities needed to reach the goal of
interoperable health capabilities or systems. To be effective, these
plans should be grounded in resuits-oriented goals and performance
measures that allow the results of the activities to be monitored and
assessed, so that the departments can take corrective action if
needed.

'* Specifically, the profile now includes the use cases for Electronic Health Records
Laboratory Results Reporting, Biosurveillance, and Consumer Empowerment.
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In the course of their health IT efforts, VA and DOD have faced
considerable challenges in project planning and management. As far
back as 2001 and 2002, we reported management weaknesses, such
as inadequate accountability and poor planning and oversight, and
recommended that the departments apply principles ‘of sound
project management.” The departments’ efforts to meet the recent
requirements of the National Defense Authorization Act for Fiscal
Year 2008 provide additional examples of such challenges, raising
concerns regarding their ability to most effectively meet the
September 2009 deadline for developing and implementing
interoperable electronic health record systems or capabilities.

The departments have identified key documents as defining their
planned efforts to meet this deadline: the November 2007 VA DOD
Joint Executive Council Strategic Plan for Fiscal Years 2008-2010
(known as the VA/DOD Joint Strategic Plan) and the September
2008 DOLYVA Information Interoperability Plan (Version 1.0). These
plans identify various objectives and activities that, according to the
departments, are aimed at increasing health information sharing and
achieving full interoperability. However, of the 45 objectives and
activities identified in their plans, we previously reported that only 4
were documented with results-oriented (i.e., objective, quantifiable,
and measurable) performance goals and measures that are
characteristic of effective planning.®

An example of an objective, quantifiable, and measurable
performance goal is DOD’s objective of increasing the percentage
for inpatient discharge summaries that it shares with VA from 51
percent as of March 2009, to 70 percent by September 30, 2009,

However, other goals in the plans are not measurable: For example,
one objective is the development of a plan for interagency sharing of
essential health images. Another objective is to review national
health IT standards. In neither case are tangible deliverables

YGAQ, ¥ Affairs: Sustained M: ion Is Key to Achieving It
Technology Results, GAO-02-703 (Washington, D.C.; June 12, 2002) and GAO-01-459.

BGAO-09-268.
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described that would permit the departments to determine progress
in achieving these goals.

In view of the complexity and scale of the tasks required for the two
departments to develop interoperable electronic health records, the
lack of documented results-oriented performance goals and
measures hinder their ability {o measure and report their progress
toward delivering new capabilities. Both departments agreed with
our January 2009 recommendation that they develop results-
oriented goals and associated performance measures to help them
manage this effort.”” Until they develop these goals and measures,
the departments will be challenged to effectively assess their
progress.

In addition, we previously reported that the departments had not
fully set up the interagency program office that was established in
the National Defense Authorization Act for Fiscal Year 2008.
According to department officials, this office will play a crucial role
in coordinating the departments’ efforts to accelerate their
interoperability efforts. These officials stated that having a
centralized office to take on this role will be a primary benefit.
Further, defining results-oriented performance goals and ensuring
that these are met would be an important part of the task of the
program office. However, the effort to set up the program office was
still in its early stages. The departments had taken steps to set up
the program office, such as developing descriptions for key
positions and beginning to hire personnel, but they had not
completed all necessary activities to meet their December 2008
deadline for the office to be fully operational. Both departments
agreed with our July 2008 recommendation that the departments
give priority to fully establishing the interagency program office.”
Since we last reported, the departments have continued their efforts
to hire staff for the office with 18 of 30 positions filled as of March 5,
2009, but the positions of Director and Deputy Director are not yet
filled with permanent hires.

YGAG-09-268.
“GAO-08-954.
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Until the departments complete key activities to set up the program
office, it will not be positioned to be fully functional, or accountable
for fulfilling the departments’ interoperability plans. Coupled with
the lack of results-oriented plans that establish program
commitments in measurable terms, the absence of a fully
operational interagency program office leaves VA and DOD without
a clearly established approach for ensuring that their actions will
achieve the desired purpose of the act.

In closing, Mr. Chairman, VA and DOD have made important
progress in achieving electronic health records that are
interoperable, but the departments continue to face challenges in
managing the activities required to achieve this inherently complex
goal. These include the need to continue to agree on standards for
their own systems while ensuring that they maintain compliance
with federal standards, which are still emerging as part of the effort
to promote the nationwide adoption of health IT. In addition, the
departments’ efforts face managerial challenges in defining goals
and measures and setting up the interagency program office. Until
these challenges are addressed, the risk is increased that the
departments will not achieve the ability to share interoperable
electronic health information to the extent and in the manner that
most effectively serves military service members and veterans.

This concludes my statement. I would be pleased to respond to any
questions that you or other members of the subcommittee may have.

Contacts and Acknowledgements

(310938)

If you have any questions on matters discussed in this testimony,
please contact Valerie C. Melvin, Director, Information Management
and Human Capital Issues, at (202) 512-6304 or melvinv@gao.gov.
Other individuals who made key contributions to this testimony are
Mark Bird, Assistant Director; Barbara Collier, Neil Doherty;
Rebecca LaPaze; J. Michael Resser; Kelly Shaw; and Eric Trout.
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Questions Submitted by Chairman Chet Edwards
New Gi Bill

1. Can you describe the role that the Navy Space and Warfare Systems
{SPAWAR) Command has in the development of automation for the GI Bili?
What, if any, are your concerns with the interagency agreement between
SPAWARS and the Department?

Response: In November 2007, VA signed an Interagency Agreement (IAA) with
SPAWAR to provide “government employee and contractor technical support for
analysis, planning, program review, and engineering services for Information
Management/Information Technology (IM/IT) initiatives.” Under the agreement,
SPAWAR is essentially providing program and project management and other support
to the Office of Enterprise Development in the Office of Information & Technology. The
1AA is very general in nature in that it does not contain a statement of work or identify
the prices to be charged. When we began our review, VA had issued 22 amendments to
the IAA to purchase the services of Government and contractor personnel to support
the program functions and projects identified in the respective amendments. Two of the
amendments related to the implementation of the Post 9/11 Gl Bill benefits. However,
neither amendment nor the accompanying statements of work identify specific
deliverables. We have learned that SPAWAR is to provide program management and
oversight, develop and define a database for G! Bill benefits, and identify and extract
data from VA legacy systems to establish the GI Bill database. This work is related to
the short term solution. We understand that the long term solution is to be addressed in
future amendments to the 1AA.

It appears that the vast majority of the work under the amendments is being performed
by contractors hired by SPAWAR. Because VA is not and has not been involved in the
award or administration of these contracts, we needed to visit the SPAWAR facility to
review the contract files and other documentation.

Our concerns with the agreement between SPAWAR and VA are: the lack of specifics
in the 1AA, the amendments, and the statements of work with regard to nature of the
work to be performed, performance monitors, cost estimates, and identifiable
deliverables; the lack of control over the work being performed and the costs; the lack of
accountability; and the lack of controls in the administration of the IAA and the
amendments.

Benefits Claims Processing

2, What do you see as the most important actions that the Department can take
this year to improve the timeliness of claims processing?

Response: VBA can improve claim-processing timeliness by more aggressively
monitoring its claims workload and by training and efficiently integrating recently hired
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VA Regional Office (VARQ) staff into the claim establishment, development, rating,
adjudication, and authorization process. VBA needs to provide more oversight to
ensure the proper development of claims, especially for those employees with less than
2 years of experience. Additionally, VBA could focus on working the oldest claims and
more recent claims simultaneously instead of always focusing on older claims. This
balance would ensure that newer, less complicated claims could be completed in a
timely manner.

Transition Assistance for OEF/OIF Veterans

3. The OIG's July 2008 report on fransition assistance OEF/OIF veterans
indicated that the Department did not meet its 30-day claims processing goal
for 76 percent (3,776) of seriously disabled OEF/OIF veterans. What
recommendations did the OIG make to address this problem and have you
seen any improvement?

Response: We recommended improved monitoring mechanisms. The Under
Secretary for Benefits said that enhancements to VETSNET operations reports will
provide regional offices with improved tracking over seriously disabled OEF/OIF claims.
Itis difficult to determine how much improvement VBA has made compared to our
report because we reported on timeliness of claims from veterans leaving service in

FY 2006 while VBA reports on all claims processed during a fiscal year. VBA reported
that in FY 2007, it took an average of 111.2 days to process a claim from a seriously
injured veteran versus 71.2 days in FY 2008. Further, VBA reported that through June
2008 more than 30 percent of claims from seriously injured veterans were processed in
30 days or less. These statistics represent an improvement of 6 percent from January
2008 as reported by VBA.
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Questions Submitted by Ranking Member Zach Wamp

Community Based Out-Patient Clinics {CBOCs), Vet Centers, and Contracted Care

1. Reviewing CBOCs similar to the way you review VA Medical Centers is a good
thing. Why has it taken the last 6 years to conclude that transparency was
lacking and that VA did not have basic information about CBOCs? What
specifically are you going to be looking to ensure the effective operation of
CBOCs?

Response: The OIG believes that CBOCs are an important element of VA’s health
care delivery plan. CBOCs have been the subject of intermittent review, however,
because of the large number and geographical dispersion of these clinics, regular
comprehensive reviews were not practical until the FY 2009 Appropriations provided
resources for this endeavor.

We plan to evaluate VHA's oversight and management of CBOCs through a national
review looking at VHA, the Veteran Integrated Service Networks, and the VA Medical
Centers (VAMC). Specifically, we will determine whether VHA has effective
management controls in place to oversee, monitor, and evaluate key operational areas
at VA and contractor-operated CBOCs.

We will also look at individual CBOCs with the following list of goals for this first year of
reviews:

. Determine if the CBOCs' quality of care measures are comparable to the parent
VAMC clinics.

. Determine whether CBOC providers are appropriately credentialed and
privileged in accordance with VHA Handbook 1100.19, Credentialing and
Privileging.

. Determine whether CBOCs maintain the same standard of care as their parent

facility to address the mental health needs of OEF/OIF veterans.

. Determine whether CBOCs are in compliance with standards of operations
according to VHA Handbook 1006.1, Planning and Activating Community-Based
Qutpatient Clinics, in the areas of environmental safety and emergency plan.

. Determine whether the CBOC contracts were administered in accordance with
contract terms and conditions.

This data will be presented in a series of reports, which will be provided to the
Subcommittee. Next year, the topics for review will change and include a review of
CBOC mental health care services.
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DoD/VA Transition to Care

2. You stated in your testimony that the VA and DoD are working on a Reporting
and Analysis Data Mart which will permit the analysis of transition to care
issues by creating cohorts of veterans based on the their year of discharge.
How much more work does this system need? When will this system become
operational? What technical issues need to be addressed? How will the
system be a resource for research, budget modeling, and heaith care planning
for VA and DOD?

Response: While, the DoD and VA files have been identified, the required
memorandum of understanding (MOU) between DoD and VA have not been negotiated
and finalized. Also, the specific business rules to be used for this effort have not been
finalized, and identified data quality issues remain to be evaluated. At a recent meeting
on this topic, VA gave assurances that they are working with DoD on these issues.
However, timelines are not available.

The prototype is operational within OIG. VA had been slow to initiate the MOUs
required between DoD and VA to permit the data mart to become operational with all
the required files. OIG does not have a timeline to demonstrate when the data mart will
be operational with the files identified in OIG publications.

This data permits the creation of veterans cohorts based upon the year of eligibility for
VA services as a veteran. The data contains information on the health care veterans
received from DoD and VA, in addition to other epidemiologic data.

There are many epidemiological research efforts of importance to the military and VA
that would best be accomplished with the use of this data. For example, if military

unit A used a protocol to address the mental health needs of its servicemen and
women, and military unit B used a different protocol, the health care outcomes of these
servicemen and women could be studied to determine best practices and thereby
improve the care provided by DoD in the future.

One example of budget modeling would be the determination of the future cost of
disability payments. The future disability cost of the injuries sustained by servicemen
and women in OIF/OEF can be modeled by comparing the rates and types of service
connected disability sustained by cohorts of veterans over time. Such an analysis
would improve the Government’s ability to forecast these future costs.

Health care planning for VA could be improved in a variety of areas with the use of this
data. VA shouid be able to better predict the health care demands of future veterans by
considering the health status of prospective veterans who are about to leave DoD. The
ability to identify who is a veteran, their location, and associate this population data with
veterans’' needs permits a focused analysis of the impact of VA actions upon veteran
requirements. A recent OIG publication, Healthcare Inspection — Access to VA Mental
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Health Care for Montana Veterans (Report Number 08-00069-102, 3/31/2009),
demonstrates the value of this type of analysis where travel time access to mental
health care was the issue of concern.

VBA Claims Processing Operations

3. You noted in your testimony that making headway is difficult because of
increasing claims workload from returning OEF/OIF veterans, reopened claims
from veterans with progressive conditions, and additional claims from an
aging veteran population. At the same time, this Subcommittee has provided
the VA with significant funding increases to hire an additional 3,000 claims
processors over the last 2 years, and even then it takes time to train and
develop that staff so that they become productive. Can you provide the
Committee with your sense of how the VA is going to get through the large
inventories of pending claims for compensation and pension benefits?

Response: lt is difficult to predict what might happen to VA’s claims inventory in the
future, especially given the number of variables involved. However, we believe that
VBA's short-term success in processing the inventory of pending claims for
compensation and benefits hinges on three main factors. First, VBA needs to train the
thousands of recently hired VA Regional Office (VARO) staff; second, it must effectively
deploy and supervise this new staff; and third, it must aggressively monitor its claim
processing workload. As VBA takes these steps, VAROs will reduce the pending claim
inventory and improve claim processing timeliness.

We believe it is possible that VBA's inventory of pending claims could be significantly
reduced by the end of FY 2011 based upon the following assumptions: the number of
full-time equivalent employees will remain steady; employees will generally work the
same number of hours each year; employees hired in FY 2007 and FY 2008 will be fully
productive by FY 2010; and the number of claims received will grow at an annual rate of
2 percent, which is the growth rate estimated by VBA in its FY 2009 budget submission,
without any significant events that would increase claims, such as increased military
engagements, court cases, or legislative changes that affect eligibility.

DoD/VA Computable Data

4. VA s exchanging computable data with DoD on 27,000 patients. VA projected
last year that it would treat almost 5.8 million patients, 333,000 of those
OIF/OEF vets. With the large increase in vets from our ongoing operations
around the world and with the projected withdrawal from fraq by 2010, how is
the VA planning to keep up with the health records coming in as well as
process those vets whose records are already in the system but have not been
put in electronic form? Do you have a plan for dealing with this?

5. What percentage of troops returning from the projected OIF withdrawal in
2009/2010 are expected to be integrated into VA's system?
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6. How does this affect VA and the VA health care system?

7. Have any plans been made to, as seamlessly as possible, move these veterans
into VA's health care and records system?

Response: Testimony on computable data was presented by the Government
Accountability Office at this hearing. The OIG has not addressed these questions in
recent oversight work.

VA Information Technology Risks

8. 1 read in your testimony that the VA was late in submitting its agency funding
justifications (Exhibit 300s) to OMB for its 2010 budget. Can you please
expand on that statement and tell the Committee why this is a concern?

Response: The Exhibit 300 is the agency's funding justification for an Information
Technology (IT) capital investment and should demonstrate that a major IT capital
investment is based upon a strong business case; has well-defined cost, schedule, and
performance goals; and is well planned with sound project management. VA's difficulty
in preparing these justifications leads us to question whether VA can adequately identify
VA's IT capital investment needs and manage those investments.

9. Has this been an issue in the past?

Response: To the best of our knowledge, the delay in submitting the Exhibit 300s has
not been an issue for VA in the past. In addition, the Office of Management and Budget
has told us that although it is uncommon, other agencies have missed the deadline in
the past.

10. What does this tell us as we begin to consider the President's FY '10 budget
request for VA-IT, which | am assuming will be at least at the current
spending level of $2.7 billion?

Response: This situation should raise questions about VA's ability to effectively
identify and manage its {T capital investments, make appropriate investment decisions,
and ensure that annual funding decisions for IT capital investments make the best use
of VA’s available IT resources.
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Federal Information Security Management

11. Your testimony points out that the VA has made no progress toward
eliminating material weakness in IT security controls, and little progress
toward remediating major deficiencies in IT security, and that over 17,000
security risks exist that need to be remediated. What recommendations have
you made to correct these deficiencies, and why haven't they been acted
upon?

Response: The FY 2008 Federal Information Security Management (FISMA) audit
report provided 42 recommendations for improving VA's information security program.
In relation to the 17,000 plus security risks identified by the VA, we recommended that
the Assistant Secretary for information and Technology dedicate resources to remediate
the significant number of unresolved Plan of Actions & Milestones in the near term,
while focusing efforts on addressing high-risk system security deficiencies and
vulnerabilities. Without successfully remediating the considerable number of system
security risks in the near term, management cannot provide assurance that system
security controls adequately protect VA systems and cannot enforce information
security controls throughout the life cycle of each system, in accordance with FISMA.

Our assessment revealed that VA has made progress in implementing components of
the agency-wide information security program; however, VA faces significant challenges
in meeting the requirements of FISMA. For instance, our contractor continues to
identify significant deficiencies related to access controls, configuration management
controls, change management controls, and service continuity practices designed to
protect major applications and general support systems from unauthorized access,
alteration, or destruction.

While VA has not presented the OIG with formal corrective action plans in response the
2008 FISMA audit report, officials have communicated that numerous activities are
ongoing to remediate system security deficiencies and address the security risks
identified by the OIG. VA officials estimate that it will successfully remediate 50 percent
of the OIG’s findings and recommendations by September 2009. Because our FISMA
assessment has identified many security weaknesses that are systemic in nature and
impact over 600 systems, developing and implementing effective corrective action plans
are time consuming and resource-intensive efforts.

12
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Enclosure I

Responses to Post-Hearing Questions for the Record
Review of Veterans Affairs Challenges

Subcommittee on Military Construction,
Veterans Affairs, and Related Agencies
Committee on Appropriations
House of Representatives

March 12, 2009

Questions for Randall B. Williamson

Director, Health Care
United States Government Accountability Office

Questions for the Record Submitted by Chairman Chet Edwards

1. GAO’s review of VA’s third-party collections process has found “billing
delays; coding, billing, and documentation errors, and a lack of adequate
management oversight and accountability” in VA’s billing of third party
health care insurance policies. Some have suggested that permitting VA
to collect Medicare payments for veterans who are eligible for Medicare
would be advantageous. This would require, among other things, that VA
bill Medicare. Given the difficulties identified in GAO’s reviews of the
Department of Defense pilot project on Medicare subvention, including
limitations in DOD’s data and data systems, how likely is it that a similar
pilot Medicare subvention pilot with VA would be successful?

A Medicare subvention pilot for VA could increase VA’s collections difficulties,
which GAO's work has shown are substantial, because of the additional
requirements such billing would bring and the potential magnitude of VA's
workload that could be affected depending on which veterans’ care would be
subject to Medicare billing, Because a large number of veterans currently
receiving care from VA are 65 years and older, the Medicare eligible workload for
VA would be considerable, and could be larger if Medicare reimbursement to VA
encouraged more older veterans to seek health care at VA. In addition, VA may
have to meet Medicare's reporting requirements. Also, if Congress required VA to
spend as much of its own funds serving veterans 65 years and older as it had in
recent years before VA could receive Medicare payments for serving such
veterans—as was required in the Medicare subvention pilot for DOD—the
required data capacity for VA to comply with this requirement could create
additional challenges.

2. GAO’s January 2009 report on VA Health Care indicated that “in its 2007
long-term care strategic plan, VA reported planned increases for some of
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its long-term care workload, but...VA did not report its nursing home
workload plans for most of the veterans VA currently services — veterans
who receive such care on a discretionary basis, as resources permit.” It is
my understanding that many of the veterans who are receiving care on a
“discretionary basis” are veterans who require postacute care following
hospitalization (like a veteran who has had a stroke and needs
rehabilitative services). Isn’t this shift to short stay care really the new
“standard of care” for these patients as hospitals try to reduce costs by
reducing the length of inpatient stays? If this is the case, shouldn’t the
Department plan and budget these stays?

In our recent report on VA long-term care services— VA4 Health Care: Long-Term
Care Strategic Planning and Budgeting Need Improvement, GAQ-09-145
{Washington, D.C.: January 23, 2009)—we noted that while VA is required by law
to provide nursing home care to certain veterans needing such care, VA provides
most of its nursing home care to veterans who receive it on a discretionary basis,
as resources permit. Many of the veterans receiving nursing home care on a
discretionary basis require postacute short-stay care—care less than 90 days—
such as rehabilitation care following hospitalization in a VA hospital. For example,
VA may provide short-stay nursing home care to a veteran who has had a stroke
and needs intensive, shori-term rehabilitative services, once the veteran is
medically stable. While we did not specifically examine VA’'s provision of short-
stay nursing home care, as we reported, according to VA officials, VA’s usual
clinical practice is to try to provide short-stay care to all veterans who need such
care following discharge from a VA hospital, regardless of the veterans’ priority
category.

Planning and budgeting for nursing home care provided to veterans on a
discretionary basis—including the short-stay care mentioned in this question—is
an important element of VA’s long-term care program. We reported that VA has
plans for the total amount of nursing home care it intends to provide in future
years, but that it did not report this information in its 2007 long-term care strategic
plan. Further, VA did not report its nursing home workload plans for veterans
who receive such care on a discretionary basis. We recommended that VA
include in its forthcoming long-term care strategic plan its planned total nursing
home workload, including care provided to veterans on a discretionary basis, in
order to make available to Congress and others more complete information
regarding VA’s plans for the provision of long-term care. VA stated in a March 23,
2009, letter to GAO responding to our long-term care report that it concurs in
principle with this recommendation and will provide total estimated nursing home
demand for enrolled veterans in its forthcoming long-term care strategic plan,
which VA anticipates will be approved by June 2009,

In regard to VA's budgeting for long-term care, as highlighted in our testimony
before this Subcommittee— VA Health Care: Challenges in Budget Formulation
and Execution, GAQO-09-459T (Washington, D.C.: March 12, 2009)—VA faces
challenges in developing realistic assumptions about the cost of providing nursing
home services when formulating its budget. We reported that VA may have
underestimated its nursing home spending for fiscal year 2009 because it assumed
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nursing home costs would increase 2.5 percent from fiscal year 2008 to fiscal year
2009, an amount that appeared unrealistically low compared to VA's recent
experience and other indicators. To strengthen the credibility of the estimates of
long-term care spending in VA’s budgeting proposals and increase transparency
for Congress and stakeholders, we recommended that VA, in future budget
Jjustifications, use cost assumptions for estimating nursing home spending that are
consistent with VA’s recent experience or report the rationale for using cost
assumptions that are not. In its March 23, 2009, letter to GAQ, VA stated it
concurs with this recommendation and will implement this recommendation in
future budget submissions. Although our findings pertained to VA’s estimate of its
overall nursing home spending and were not specific to VA’s spending for
discretionary nursing home care, our findings underscore the importance of using
realistic assumptions when formulating VA's long-term care budget.

3. GAO's September 2008 report on Defense Health Care indicated that
"DOD's quality assurance program cannot provide decision makers with
reasonable assurance that servicemembers complete PDHRA", Given that
this tool "is designed to identify and address their health concerns -
including mental health concerns”, how can the Department of Defense
and the Department of Veterans Affairs ensure that they are prepared to
care for these servicemembers and veterans if this data is not accurate?
What do you think is the most important action that the Department of
Defense can take to improve this process?

We found in our 2008 report— Defense Health Care: Oversight of Military Services’
Post-Deployment Health Reassessment Completion Rates Is Limited, GAQ-08-
1025R (Washington, D.C.: September 4, 2008)—that DOD's quality assurance (QA)
program that oversees the military services' implementation of the post-
deployment health reassessment (PDHRA) process has limitations and does not
allow DOD to know if all servicemembers who are eligible to complete the
PDHRA complete it. In its response to our report, DOD suggested that oversight
can include supervision or management, and so this function would be beyond the
scope of its QA program. DOD noted that the actual management and execution
of PDHRAs are the responsibility of commanders and the Military Health System.
We acknowledged in our report that commanders bear responsibility for
implementing the program; however, DOD’s QA program is required by statute to
evaluate the success of DOD's deployment health assessment system and ensure
that servicemembers receive these assessments, including the PDHRA. We think
oversight by DOD’s QA program is an important part of evaluating the success of
the PDHRA process, including completion of the assessment.

DOD stated that it is working to develop high quality data feeds from the military
services to DOD's central database to help improve the completeness and
accuracy of the military services’ data. However, DOD did not provide relevant
details pertaining to these efforts or set a date by which these efforts are to be
fully implemented.

We are currently doing work that will help us determine how successful the
military services have been in developing these data feeds from their databases to
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DOD’s central repository, so that documentation of completed PDHRA forms by
each of the military services are in DOD's central repository, as required by DOD.
This work will help us determine the extent of the problem and what action(s)
DOD should take to improve the process.

Questions for the Record Submitted by Ranking Member Zach Wamp

4. Please highlight for the Committee what the GAO views to be the top
health care challenges currently facing the VA, and to the best of your
knowledge share with us the steps that VA is taking to address these
challenges? Are there any recommendations that the GAO has made to
the VA to improve health care delivery that the VA has not acted on?

Based on our prior work on VA health care, some of the key health care
challenges VA faces are improving health care for service members and veterans,
enhancing health care delivery, improving controls over third party insurers, and
recruiting and retaining health care professionals. The challenges of improving
health care services include meeting the health care and disability evaluation
needs of service members and veterans returning from Iraq and Afghanistan and
meeting their health care needs including care for injuries such as amputations
and burns, treatment of traumatic brain injury (TBI), and post-traumatic stress
disorder (PTSD). The challenge of enhancing health care delivery includes
managing resources consistent with workload in VA’s budget execution and
formulation as highlighted in our testimony before this Subcommittee— VA4 Health
Care: Challenges in Budget Formulation and Execution, GAQ-09-459T
(Washington, D.C.: March 12, 2009). The challenge of improving controls over
third party insurers includes significant internal control weaknesses and
inadequate management oversight that limit VA's ability to maximize revenue
from private insurance companies (third-party insurers). The challenge of
recruiting and retaining health care professionals, such as certified registered
nurse anesthetists and registered nurses, is also critical to VA in order to provide
quality care to its veteran population. (For more detail on these challenges,
please see GAO’s web page on Congressional and Presidential Transition issues
for the Department of Veterans Affairs at

http://www.gao.gov/transition 2009/agency/vad/.)

While VA has implemented a number of recommendations we have made to
address these challenges, including several recommendations on budgeting we
have made in our past work, it has not addressed all our recommendations. For
example, although in its March 23, 2009, letter to GAO VA concurred with
recommendations we made to improve VA’s strategic planning and budgeting for
long-term care in our recent report on this subject— VA Health Care: Long-Term
Care Strategic Planning and Budgeting Need Improvement, GAQ-09-145
(Washington, D.C.: January 23, 2009)—it has not yet implemented those
recommendations. VA has the opportunity to implement some of these
recommendations in its forthcoming fiscal year 2010 budget justification to
Congress. (For information on the current status of VA’s implementation of other
GAO recommendations that are not yet complete, please see GAO's Status of
Open Recommendations pertaining to the Department of Veterans Affairs at
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5. The VA estimated that it would provide health care to 5.8 million patients
in fiscal year 2009. How accurate would you say that this estimate is? In
your view, is the $41.2 billion that was appropriated for health care in FY
09 going to be adequate to meet the health care needs of our veterans for
this fiscal year?

We are not able to comment on the accuracy of VA’'s fiscal year 2009 estimate of
patients it will serve or whether the funds appropriated are adequate to meet
health needs of veterans for that period because we have not evaluated this
information. However, information that VA is expected to include in its fiscal year
2010 budget justification to Congress on its actual fiscal year 2008 patient
workload and expenditures, and updated estimates on fiscal year 2009 patient
workload and expenditures, could shed light on the extent to which VA’s fiscal
year 2009 budget formulation estimates are consistent with the fiscal year’s
budget execution realities.

6. The FY 09 bill provided significant increases to the VA for Medical
Services, and in particular provided funding for some initiatives: $375
million to increase enrollment for Priority 8 veterans; $133 million te
increase the mileage reimbursement rate; $200 million to increase fee-
based services; and an additional $250 million for a rural health initiative
just to name a few. Based on your testimony that funding availability
does not always mean that new initiatives will be fully implemented in a
given fiscal year and that funds will be adequately tracked, what
recommendations can you make to us here today that will help give the
VA the tools they need to improve their performance in this area, and how
confident can this Subcommittee be that these initiatives are going to be
carried out in fiscal year 2009 year?

Based on our work on new VA mental health initiatives in fiscal years 2005 and
2006, we know that it is important to monitor spending for new initiatives, such as
the ones mentioned in this question, to ensure that the goals of the initiatives are
met within the fiscal year and that funds are spent on the initiatives as VA
planned. We do not know how confident the Subcommittee can be that fiscal year
2009 new initiative goals will be met and that funds are spent as planned in the
current fiscal year. Based on our work on VA's overall budget formulation and
execution in fiscal years 2005 and 2006, we think it is important for VA to provide
timely information in the budget execution process to Congress regarding VA's
progress in implementing its budget. This would include progress in
implementing new initiatives such as those underway in fiscal year 2009.

7. Your testimony cites three instances in the VA's budget where the OMB
guidance was actually higher than the assumptions the VA used to submit
its FY '09 budget—noninstitutional longer-term care, medical services,
and nursing home care—but we often hear how OMB forces agencies to
low-ball certain cost estimates. Can we feel confident that the VA will

Page 6
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present a budget in FY 10 that will reflect the cost assumptions based on
most recent experience and OMB guidance, and not based on assumptions
in order for VA to be conservative in its budget estimates.

We are not able to say what cost assumptions VA will use in its 2010 budget
request regarding long-term care. However, in response to our recommendations
in our January 2009 report on long-term care planning and budgeting issues that
VA use cost assumptions or provide a rationale for using other assumptions, VA
stated in its March 23, 2009 letter to GAO that it concurs with the
recommendations and plans to implement them in future budget submissions.

Page 7
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Questions Submitted by Representative Sam Farr

Backlog of Benefits Claims

It is well known and documented that the Benefits Claims process needs
substantial improvement. The Office of Inspector General (OIG) testimony
reports that the OIG is examining claims that have been pending for more than a
year. The OIG testimony also indicates that some delays are caused by errors in
mail and mailroom processing, which | find appalling.

1. As of today, how many backlogged claims are there?

Response: The answer varies on the criteria used to define backlog. In our report,
Audit of the Impact of the Veterans Benefits Administration’s Special Hiring Initiative
(issued September 5, 2008), the OIG disagreed with how the Veterans Benefits
Administration (VBA) defines the backlog of rating claims. VBA defines the rating
claims backlog as the “actual inventory” (that is, the number of claims awaiting
decisions at any point in time) minus “normal running inventory” (that is, the number of
claims VBA expects to have if it is meeting its processing performance target). We
believe VBA's definition of backlog is difficult to understand, is not consistent with how
other Federal agencies define backlog, and relies heavily on average days instead of
actual days.

We believe backlog should be defined as claims that exceed a target time period
derived from an analytical assessment of the number of days it should take to process
rating claims as opposed to the average number of days it actually takes. We used 150
days as a target time period for this question because data for claims older than 150
days was readily available. We note that VBA's strategic goal is 125 days.

As of April 4, 2009, VBA had 402,427 rating claims in its inventory. By VBA's definition
of backlog, they would consider their backlog as 62,808 rating claims. The OIG’s
suggested definition of backlog considers backlog to be the number of claims over a
certain age. As of April 4, 2009, 115,677 claims were older than 150 days. Of the
115,677 claims older than 150 days, 84,126 claims were older than 6 months, and
11,241 claims were older than 1 year.

VBA has a different performance goal for completion of non-rating claims, which is 82
days in fiscal year (FY) 2009. (Non-rating claims are claims that Veteran Service
Representatives can process without a rating such as dependency changes and claims
for veterans’ burial benefits and initial death pensions for widows.) As of April 4, 2009,
80,101 non-rating claims were older than 90 days. Of these, 65,606 were older than
120 days; 51,359 were older than 150 days; 40,380 were older than 180 days; and
2,013 were older than 1 year.
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2. What previous reforms have been effective in reducing the backlog?

Response: We have not conducted any comparative analyses of how effective
previous claims processing reforms have been on reducing claims backlogs. Given
the number of variables involved (for example, the number of claims filed in any
given time period; the number of employees dedicated to claims processing over
that given time period; the consistency of the claims processing structure from office
to office; the impact of court decisions on pending cases, etc.), it would be difficulf to
accurately assess which reforms have been most successful.

3. After the additional claims examiners become fully trained, what effect will
they have in reducing the backlog of claims?

Response: Based on analyses conducted during our Audit of the Impact of the
Veterans Benefits Administration’s Special Hinng Initiative, we concluded that by the
end of FY 2011, VBA could complete about 27 percent more claims than in FY 2007
and theoretically eliminate the inventory, including its backlog of older claims. Our
estimate is based on historical workload data and assumes that the number of full
time equivalent employees (FTE) will remain steady; employees will generally work
the same number of hours each year; employees hired in FY 2007 and FY 2008 will
be fully productive by FY 2010; and the number of claims received will grow at an
annual rate of 2 percent, which is the growth rate estimated by VBA in its FY 2009
budget submission, without any significant events that would increase claims, such
as increased military engagement, court cases, or legislative changes that affect
eligibility and rating decisions.

We expect VBA will always have an inventory of pending claims because it cannot
control the number or timing of claims received. Further, other factors can delay
claims processing such as delays in obtaining evidence from third parties. The OIG
is planning additional work in the next few months to assess the integration of newly
hired employees involved in processing claims.

4. When can the Committee reasonably expect the elimination of the claims
backlog?

Response: While VBA projects that the new hires will be fully productive by

FY 2010, it is hard to predict a date since events such as increased military
engagements, court cases, or legislative changes will affect the number of claims
filed.

Community Based Qutpatient Clinics (CBOCs)

Operation Enduring Freedom/Operation Iraqi Freedom (OEF/OIF) veterans will
soon be entering the VA system in large numbers. It is important that the VA be
prepared for this influx of demand for services for in-patient VA hospitals and in
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CBOCs. | am also concerned that rural veterans will not have access to the same
services as urban/suburban veterans.

5. How does the VA determine where the demand for services will be?
* How accurate is VA's assessment?
+ What recommendations can you provide to improve VA's
assessment process? (Recall VA had a $1.7 billion shortfall several
years ago.)

6. If the VA determines that there are inadequate facilities and insufficient
services, how long will it take to provide enough new clinics and services to meet
demand?

7. Specifically, once the VA decides to build a new CBOC, how long does it take
to get that clinic on line?

+ How could this process be improved?

» How does VA handle the excess demand in the meantime?

8. If the VA were fo begin to provide services to Priority 6, 7, and 8 veterans in
FY 2010, would there be sufficient funding for CBOCs to handle this increased
demand?

« How long will it take the VA to meet this demand?

Response: The OIG has not conducted any oversight work in these areas, and we
believe VA would be better able to provide this information.

Health Care Center Facilities

| am aware that the VA is exploring a new model to fund more medicai facilities
called Health Care Center Facilities (HCCF). In this model, VA would commit to
funding the long-term lease (approximately 50 years) from an independent
developer, who would commit to building the facility and lease back the facility to
the VA.

9. How do these new facilities fitting in to the more traditional system of VA
facilities?

10. Can you tell me how many of these HCCFs the VA intends to fund in FY
20107

Response: The OIG has not conducted any oversight work in these areas and
believes VA would be better able to provide this information.
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Joint Incentive Fund

This committee is very concerned about streamlining related to VA and
Department of Defense (DoD) operations. The Joint Incentive Fund (JIF) receives
finds from both the VA and the DoD to develop innovative DoD/VA sharing
initiatives at the facility, regional and national levels.

11. Does sharing resources actually save the VA money?

Response: The OIG has not conducted any oversight work in this area and believes
VA would be better able to provide this information.

12. Is the $15 million a year the VA puts into the JIF adequate?
+ Given the spike in construction costs, should the amount be
increased?
+ How many JIF projects have been funded?
» Can you make any recommendations on "right sizing" JIF projects?

Response: The OIG has not conducted any work in this area and believes VA would
be better able to provide this information.

Access to Mental Health Resources

Dr. Daigh said in his statement that "all health care is local.” | appreciate your
interest, and | would like you to look at the website www.networkofcare.org.
Network of Care is an internet program that lists all health care providers by
county. The organization has paid special attention to locating community based
mental health services, with targeted outreach to veteran's health care services in
the near future. | ask that you look at the Alameda County, California, section and
the mental health resources listed there,

13. If the VA wants to expand access to mental health care for all veterans,
particularly those who don't live near a regional VA health care facility, how can
the VA incorporate Network of Care?

Response: The Network of Care has information on a wide number of health care
providers who offer their services to the public. VA would need to take steps to ensure
that inclusion of such information on a Government web site is not construed as an
advertisement, endorsement, or willingness for the Government to pay for services
provided.

VA can expand access to mental health care for all veterans by contracting with clinics
to provide veterans a defined range of benefits. In Montana, as documented in our
recent publication, Healthcare Inspection — Access to VA Mental Health Care for
Montana Veterans (Report Number 08-00069-102, 3/31/2009) contracts with local
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groupings of mental health clinics dramatically improved veterans’ access to mental
health treatment as determined by analysis of “drive times” between the veterans
residence and location of treatment.
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DEPARTMENT OF VETERANS AFFAIRS
INSPEGTOR GENERAL
WasHiNGTON DC 20420

AR 24

The Honorable Chet Edwards

Chairman

Subcommittee on Military Construction,
Veterans Affairs, and Related Agencies

Commiitee on Appropriations

United States House of Representatives

Washington, DC 20515

Dear Mr. Chairman:

At the March 12, 2009, hearing before the Subcommittee on VA Chalfenges, we
indicated that we would provide additional information for the record on the percentage
of community based out-patient clinics (CBOCs) run by VA and by contractors, the
material weaknesses identified during the fiscal year (FY) 2008 audit of VA's
consolidated financial staternents, and the amount of miscellaneous obligations in VA's
budget.

According to VA reports, 75 percent of CBOCs are run by VA and the remaining 25
percent are contractor run.

We reported three material weaknesses in our Audit of VA's FY 2008 Consolidated
Financial Statements. The three are:

» Financial Management System Functionality ~ System limitations made
preparing timely and reliable financial statements more difficult. For example, VA
systems could not provide detailed information related to benefit expenses to
support certain amounts in the accounting records.

» Financial Management Oversight - Accounting processes in nine areas were not
always reliable. For example, the auditors found problems with data used to
calculate VA's $1 trillion liability for veteran benefits.

« Information Technology (IT) Security Controls ~ IT security weaknesses in five
key areas put VA financial data al risk. Those areas are VA's agency-wide
information security program, system access controls, system change controls,
segregation of duties, and service continuity plans.
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Page 2
Chairman Edwards

For FY 2008, miscellaneous obligations totaled approximately $11.3 billion. This is
based on data VA provided from the Veterans Health Administration’s (VHA) integrated
Funds Distribution, Control Point Activity, Accounting and Procurement (IFCAP) system.
This figure includes transactions from VHA and other VA components based on the use
of VA Form 1358, "Estimated Miscellaneous Obligation or Change in Obligation,” and is
limited to obligations recorded in IFCAP. According to VA, IFCAP currently is the best
source of information on misceflaneous obligations.

Enclosed are responses to the additional questions that we received following the
hearing. We have also provided this information to Congressman Zach Wamp, Ranking
Republican Member.

Thank you for your interest in the Department of Veterans Affairs.

Sincerely,

Jﬂ?g o &, (o

GEORGE J. OPFER

Enclosures
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Accountablilty * Integrity ~ Reflabltity

United States Government Accountability Office
Washington, DC 20548

April 9, 2009

The Honorable Chet Edwards

Chairman

The Honorable Zach Wamp

Ranking Member

Subcommittee on Military Construction,
Veterans Affairs, and Related Agencies

Comunittee on Appropriations

House of Representatives

Subject: Challenges Remain for VA's Sharing of Electronic Health Records with DOD:
Responses to Post-Hearing Questions

This letter responds to your March 16, 2009, request that we answer questions
relating to our testimony on March 12, 2009. ' During that hearing, we discussed the
challenges and achievements of the Departments of Veterans Affairs (VA) and
Defense (DOD) in sharing electronic health information. Your questions, along with
our responses, follow.

Questions Submitted by Chairman Chet Edwards

1. GAO's September 2008 report indicated that the Benefits Delivery at Discharge
Program has allowed veterans who participate to begin receiving benefits within
2 -3 months, instead of the 6-7 months that it would typically take under the
traditional claims process. What do you think the Department of Defense and the
Department of Veterans Affairs can do to allow more Reserve and National
Guard soldiers to participate in this program?

Although certain demobilizing servicemembers, including Reserve and National
Guard soldiers, cannot meet some of the logistical requirements necessary to
participate in the Benefits Delivery at Discharge (BDD) Program, the Departments of
Defense (DOD) and Veterans Affairs (VA) can do more to improve awareness of and
accountability for (1) this program and (2) an alternative program supporting
servicemembers who cannot meet the BDD's logistical requirements. Participation in
the BDD program by Reserve and National Guard soldiers, in particular, is
complicated by challenges that they face in initiating VA disability claims and
completing exams within the time frame required to participate in the program. As

‘GAQ, Information Technology: Challenges Remain for VA's Sharing of Electronic Health Records with DOD, GAQ-09-
427T (Washington, D.C.: Mar. 12, 2009).
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we reported in September 2008, the process in which Reserve and National Guard
soldiers are demobilized does not allow them enough time to initiate their claim
within the required 60- to 180-day time frame.”

Recognizing these challenges, VA has developed an alternative program, the pre-
discharge program, which provides another option for these servicemembers to apply
for disability benefits before they are discharged. Typically, under this program, local
VA personnel develop servicemembers’ claims as much as possible prior to discharge
and then send the claim to the VA regional office closest to where the servicemember
will reside. However, while the pre-discharge program may help to ease the transition
for these servicemembers, we reported that VA cannot be sure of this due to data
limitations. Specifically, because VA had not been separately tracking Guard and
Reserve claims, the agency was not able to report how effectively it was serving these
members.

Our September 2008, report, recommended actions that DOD and VA should take to
improve awareness of the BDD program, and accountability for performance in this
and the alternative pre-discharge program.” Specifically, we recommended that DOD
establish (1) an accurate measure of servicemembers’ participation in the Transition
Assistance Program (TAP) that is intended to inform servicemembers on topics
related to benefits and services available upon discharge and help them transition to
veteran status and (2) a plan with specific time frames for meeting the department’s
goal of 85 percent participation in TAP. In addition, we recommended that VA collect
data for all claims filed according to component (e.g., Reserve and National Guard)
and analyze the extent to which different components are filing claims and receiving
timely benefits under BDD, as well as the pre-discharge and traditional claims
processes. To the extent that VA and DOD do not address challenges to participation
in the BDD program, these agencies are missing opportunities to further this
program’s success and ensure that the most effective assistance is being provided to
all servicemembers in their transition from military duty to civilian life.

2. GAO’s July 2008 report on Electronic Health Records indicated that the National
Coordinator for Health Information Technology "stated that it would not be
advisable for VA and DOD to move significantly ahead of the national standards
initiative”. Do you feel that the Departments have taken the necessary steps to
ensure that they are integrated into the larger, national plan or will they be forced
to make costly adqjustments to their systems [as] the standards continue to
evolve?

VA and DOD have taken important steps that should help ensure that they are
integrated into the national health information technology plan. The departments
have been participating since 2005 in initiatives led by the Office of the National
Coordinator for Health Information Technology to help promote the adoption of
federal standards and broader use of electronic health records. This has included
participation on several committees and groups, including the Healthcare
Information Technology Standards Panel: a public-private partnership tasked to

“VA established this time requircment to provide local VA personnel at BDD intake sites enough time to assist members
with their disability applications, including scheduling their exams.

'GAQ, Veterans' Disability Benefits: Better Accountability and Access Would Improve the Benefits Delivery at Discharge
Program, GAO-08-901 (Washington, D.C.: Sept. 8, 2008).
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identify and “harmonize” competing health information technology standards and to
develop interoperability specifications needed to implement the standards.’ Further,
the departments have been working to ensure that their health information systems
comply with national standards. In this regard, they have developed a Target DOD/VA
Health Standards Profile, a jointly published common set of interoperability
standards, which they intend to update annually.’ In September 2008, the profile was
updated to include new standards recognized and accepted by the Secretary of the
Department of Health and Human Services for Electronic Health Records Laboratory
Results Reporting, Biosurveillance, and Consumer Empowerment.

Nevertheless, federal standards are continuing to evolve, which will necessitate
aligning electronic health records with the new standards to ensure their successful
integration into a national plan for interoperable health information technology.
Thus, as VA and DOD pursue further development of their health information
systems, it will be critical for the departments to continue to ensure that their
modernization plans are consistent with the federal standards.

Questions Submitted by Ranking Member Zach Wamp

3. Often Directors set the tone and goals for an office or agency. What have been
the difficulties in finding permanent hires for the Director and Deputy Director
roles in the DOD/VA IPO?

According to the former Acting Director of the DOD/VA Interagency Program Office
(IPO), finding permanent hires for the positions of Director and Deputy Director was
dependent on gaining the Deputy Secretary of Defense’s approval of a delegation of
authority memorandum to formally establish the office. This official stated that the
memorandum was necessary before the office could be chartered and the
departments could take steps to find permanent hires for the Director and Deputy
Director positions. The memorandum, authorizing formation of the IPO, was not
approved until December 30, 2008. Subsequently, the departments have taken steps
to permanently fill these positions. Specifically, DOD announced the hiring of a
permanent Director and accepted applications through March 17, 2009; VA
announced the hiring of a permanent Deputy Director and will accept applications
through April 17, 2009.

4.  What are the key interoperability issues facing VA and DOD at this stage of the
process?

The key interoperability issues facing VA and DOD are in the areas of performance
measurement, standards setting and compliance, and program office operation. First,
as our testimony noted, the departments’ interoperability plans lack the results-
oriented (i.e., objective, quantifiable, and measurable) performance goals and
measures that are characteristic of effective planning.’ For example, of the 45

*Harmonization is the process of identifying overlaps and gaps in relevant standards and developing recommendations to
address these overiaps and gaps.

“The profile includes federal standards (such as security standards established by the National Institute of Standards and
Technology) and international standards (such as the Systematized Nomenclature of Medicine Clinical Terms).
‘GAO-09427T.
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objectives and activities identified in the plans,’ we found that only 4 were
documented in results-oriented terms. Thus, the extent to which the departments’
progress could be assessed and reported was largely limited to reporting on activities
completed and increases in data exchanged (e.g., increases in the number of patients
for which certain types of data are exchanged). Second, as previously discussed,
federal standards are still evolving, which could complicate VA’s and DOD’s efforts to
maintain compliance. The need to be consistent with emerging federal standards
adds complexity to the task faced by the two departments of extending their
standards efforts to additional types of health information. Third, we noted that the
departments had not completed all necessary activities required for the IPO to be
fully operational. Department officials stated that this office will be crucial in
coordinating VA's and DOD’s efforts to accelerate their interoperability initiatives.
However, in addition to finding permanent hires for the positions of Director and
Deputy Director as we previously discussed, a key activity that remained incomplete
was hiring program staff to fill all positions in the office. Until the departments
complete key activities to set up the office, it will not be positioned to be fully
functional, or accountable for fulfilling the departments’ interoperability plans.

5. In your view, will the mandate to have interoperable records be met by the
September 30, 2009 deadline?

It is uncertain as to whether the mandate—which called for fully interoperable
electronic health records or capabilities—will be met by the September 30, 2009
deadline because VA and DOD have agreed to a definition for full interoperability that
is subject to interpretation. Specifically, they have defined full interoperability as:
“The ability of users to equally interpret (understand) unstructured or structured
information which is shared (exchanged) between them in electronic form.” With
regard to this definition, the departments have achieved certain levels of
interoperability (that is, the ability to share data among health care providers). This
includes sharing pharmacy and drug allergy data at the highest level of
interoperability——that is, in computable form, a standardized format that a computer
application can act on—as well as structured and unstructured data in viewable
form.® Moreover, the departments have plans to increase their sharing of electronic
health information before September 30, 2009. For example, DOD identified an
objective to increase sharing of inpatient discharge summaries with VA by then.
Nonetheless, because their definition does not reflect a need to report progress in
quantitative terms (e.g., interoperability levels to be provided, locations and types of
medical facilities to be included, and number and types of patients for whom data is
to be shared), the extent to which the departments will achieve fully interoperable
capabilities by September 30, 2009 is uncertain. Instead, progress reporting is largely
limited to describing activities completed and increases in interoperability over time.

"The plans are the November 2007 VA/DOD Joint Executive Council Strategic Plan for Fiscal Years 2008-2010 (known as
the VA/DOD Joint Strategic Plan) and the September 2008 DOD/VA Information Interoperability Plan (Version 1.0).
"GAQ, Electronic Health Records: DOD's and VA's Sharing of Information Could Benefit from Improved Management,
GAO-09-268 (Washington, D.C.: Jan. 28, 2009).
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6. Given the task, does GAQ have a view as to whether or not the deadline set by
the NDAA of 2008 was a realistic deadline?

The deadline of September 30, 2009 (to implement electronic health record systems
or capabilities that allow for full interoperability of personal health care information
between DOD and VA) set by the National Defense Authorization Act (NDAA) of 2008
could be viewed as realistic, given that the departments have been working to
exchange patient health data electronically for over a decade.” However, as
previously stated, because the departments have not defined full interoperability in
quantitative terms (e.g., interoperability level to be provided, locations and types of
facilities to be included, and number and types of patients for whom data is to be
shared), it is uncertain what levels of interoperable capabilities they will achieve by
this date.

7. According to your testimony, the interoperability plans being developed by
DOD/VA do not contain results-oriented performance goals. Without explicit
goals, how do you anticipate VA and DOD's ability to track progress toward
increasing interoperability? What goals would GAO recommend be used?

Without explicit goals, VA and DOD will be limited in their ability to effectively assess
and report their progress toward increasing interoperability. As we pointed out in our
testimony and earlier in our responses, to be effective, the departments’
interoperability plans should be grounded in results-oriented goals and performance
measures. * An example of a results-oriented goal identified by DOD is to increase the
percentage of inpatient discharge summaries that it shares with VA from 51 percent
as of March 2009, to 70 percent by September 30, 2009. These percentages should
allow the departments to measure and report their progress toward delivering this
capability. In contrast, within the plans, another objective related to scanning medical
documents calls for providing an initial capability, but does not define “initial
capability” in quantifiable terms, such as the number or percentage of paper
documents to be scanned within a specified timeframe. As such, this objective cannot
be used as a basis to effectively measure results-oriented performance. For this
reason, we recommended in our January 2009 report that the departments develop
results-oriented goals and associated performance measures that can be used as the
basis for reporting on their progress toward achieving interoperability."

8. Have you found any evidence that VA and DOD are working to establish results-
oriented performance goals?

Qur studies found that VA and DOD had not begun working to establish results-
oriented performance goals. However, the departments concurred with our
recommendation made in January 2009 that they develop results-oriented goals and
performance measures. " In this regard, they stated that high priority would be given
to (1) the establishment and use of such goals and measures for the departments’
interoperability objectives and (2) documentation of these goals in interoperability
plans. VA's Chief of Staff stated that the department, along with DOD, would review

“The National Defense Authorization Act for Fiscal Year 2008, Pub. L. No. 110-181, Section 1635 (Jan. 28, 2008).
"GAO-09427T.

"GAO-09-268.

“GA0-09-268.
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the VA/DOD Joint Strategic Plan and provide results-oriented goals and objectives for
the plan update that is targeted for September 2009."” We will monitor how the
departments are working to address this recommendation as part of our
recommendation follow-up activities and semi-annual study of VA’s and DOD’s
progress toward achieving interoperability.

In responding to these questions, we relied on previously reported information that
was compiled in support of our January 28, 2009, report and our March 12, 2009,
testimony. Should you or your staffs have any questions on matters discussed in this
letter, please contact me at (202) 512-6304 or melvinv@gao.gov.

Valerie C. Melvin

Director, Information Management
and Human Capital Issues

“The Joint Strategic Plan, together with the DOD/VA Information Interoperability Plan, identifies various objectives and
activities that are aimed at increasing health information sharing and achieving full interoperability.
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THURSDAY, MARCH 12, 2009.

FAMILY AND TROOP HOUSING

WITNESSES

WAYNE ARNY, DEPUTY UNDER SECRETARY OF DEFENSE, INSTALLA-
TIONS AND ENVIRONMENT

KEITH EASTIN, ASSISTANT SECRETARY OF THE ARMY, INSTALLA-
TIONS AND ENVIRONMENT

B.J. PENN, ASSISTANT SECRETARY OF THE NAVY, INSTALLATIONS
AND ENVIRONMENT

KEVIN W. BILLINGS, ACTING ASSISTANT SECRETARY OF THE AIR
FORCE, INSTALLATIONS, ENVIRONMENT, AND LOGISTICS

STATEMENT OF THE CHAIRMAN

Mr. EDWARDS [presiding]. Thank you for all being here. I want
to call the subcommittee back to order and say good afternoon to
everyone.

I want to welcome you to today’s hearing on the issue of family
and troop housing in our military. The goal of today’s hearing is
to establish the current state of family and troop housing in our
military and to ascertain additional resources or decisions that
have to be made in order to ensure that every serviceman and
woman, every family, has an adequate place to live.

Several years ago the Department of Defense set a goal of having
the funds in place to eliminate all inadequate housing—family
housing—Dby fiscal year 2009. This goal was to be accomplished pri-
marily through the Military Housing Privatization Initiative.

In the meantime, the Department of Defense has embarked on
an expansion of the Army and Marine Corps, and the Air Force
will begin to increase its numbers again after years of decline. This
will certainly result in additional demands for both family housing
and a greater requirement for barracks and dormitories. So our
committee thought that it would be a good time to assess how far
we have come in addressing quality of housing for both military
families and single servicemembers and identify challenges as we
move forward under a new administration.

Before I introduce our witnesses, I would like to recognize our
ranking member, Mr. Wamp, for any opening comments he would
care to make.

STATEMENT OF THE RANKING MINORITY MEMBER

Mr. WaAMP. Mr. Chairman, our morning hearing was quite a bit
cooler in this room, so I don’t know if it is our witnesses or the
topic, or just the afternoon sun coming through, but it is a little
warm——

Mr. EDWARDS. Running up and down those stairs, voting, may be
it too.

(235)
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Mr. WAMP. In any event, Mr. Secretaries, thank you for your
time. I look forward to this most important hearing, and I have no
further opening statement. Just go straight to questions.

Mr. EDWARDS. Thank you, Mr. Wamp.

Mr. Wayne Arny is the Deputy Under Secretary of Defense for
Installations and Environment, and no stranger to our sub-
committee.

Welcome back, Mr. Secretary.

He was appointed to his current post in February of 2008. He
previously served as Deputy Assistant Secretary of the Navy for In-
stallations and Facilities. He is a 1964 graduate of the Naval Acad-
emy, and active duty naval aviator until 1981. How many hours?

Mr. ARNY. Three thousand.

Mr. EDWARDS. 3,000 hours of flying time. In those responsibil-
ities he ultimately achieved the rank of commander in the Navy.
He served as a staff member of the Senate Armed Services Com-
mittee from 1981 to 1984 and was program associate director for
national security and international affairs at OMB from 1986 to
1989.

And I would note, as with so many who testify before our com-
mittee who have served our country in uniform, Secretary Arny has
two sons currently serving in the Navy. Where are they stationed
right now?

Mr. ARNY. They are both in Lemoore, California. One is coming
east and going to——

Mr. EDWARDS. Thank them on our behalf.

Keith Eastin is the Assistant Secretary of the Army for Installa-
tions and Environment. Again, welcome back to our subcommittee.
He has served in his current position since August of 2005. He pre-
viously served as Principal Deputy Assistant Secretary of the Navy,
and as Deputy Under Secretary and Chief Environmental Council
at the Department of the Interior.

He worked as a senior consultant to the State Department in or-
ganizing a ministry of the Iraqi government. His private sector ex-
perience includes PricewaterhouseCooper, Deloitte & Touche, and
the American Arbitration Association.

Mr. B.J. Penn, Assistant Secretary of the Navy for Installations
and Environment, is returning to the subcommittee once again,
having been appointed to his current position in March of 2005. He
previously served as director of the Industrial Base Assessments
from October 2001 to March of 2005. He is a naval aviator of over
6,500 flight hours.

So, over 9,000 hours between the two of you. That is impressive.

His private sector experience includes having worked with Loral
and Lockheed Martin.

Mr. Kevin W. Billings, Assistant Secretary of the Air Force for
Installations, Environment, and Logistics.

Mr. Billings, welcome. You are no stranger to the Hill. Welcome
to our subcommittee today.

He was appointed as acting assistant secretary in 2008. He pre-
viously served as the Deputy Assistant Secretary of the Air Force
for Energy, Environmental Safety, and Occupational Health from
2007 to 2008. He has extensive private sector experience, including
Westinghouse, Alliance Group, and Interior Solutions. And notably,
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to former chairman, now ranking member of the full Appropria-
tions Committee in the House, he worked as a special assistant to
Representative Jerry Lewis, who has been such a champion on be-
half of our military men and women.

I again want to thank all of you for being here. As you well
know, your full statements will be included in the record, and we
would like to begin by asking each of you if you could make an
opening statement of 5 minutes or less.

And Secretary Arny, we will begin with you.

STATEMENT OF WAYNE ARNY

Mr. ArNY. Thank you, Mr. Chairman, Mr. Wamp, distinguished
members of the subcommittee. I am pleased to appear before you
today with my colleagues from the other services to discuss the
housing initiatives for the department.

First I want to thank this committee and your colleagues here
in the House and in the Senate for the authorities that you pro-
vided us under the Military Housing Privatization Initiative. These
authorities have allowed us to greatly improve the quality of hous-
ing available to our military families.

We have been able to make these improvements much faster
than through the use of traditional military construction, because
we were able to leverage private capital to augment appropriated
funding. And the rental streams created in these projects ensure
sustainment and recapitalization of these houses well into the fu-
ture.

We have been extremely pleased with the performance of our de-
velopment partners on the 94 existing projects across the depart-
ment. Besides bringing great expertise to the construction and op-
eration of our housing, our partners are proud to be serving mili-
tary families and offer many services to enhance the sense of com-
munity on our bases.

Our one underperforming partner, American Eagle, has been re-
placed in all six of our projects—in all six of its projects—by three
experienced and solidly performing partners. While no government
funds were put at risk in these projects, the bases involved have
not yet seen the new construction they had expected. The new part-
ners are quickly moving to get those projects back on track.

In response to congressional direction, and consistent with the
lessons we have learned from this experience, we have added in-
creased oversight to the privatization program. This oversight in-
cludes on-scene procedures at the base level as well as increased
program reporting to my office and to the Congress.

Because of BRAC restructuring, global re-posturing, joint basing,
and Grow the Force requirements, this is a time of great change
in DoD installations. All of these efforts have significant effects on
housing requirements at many of our bases for both families and
unaccompanied servicemembers. The military departments are
closely reviewing those requirements at all bases, and together we
believe we can support our servicemembers and their families as
we grow the force over the next 3 to 5 years with both military con-
struction and with privatization.

Unfortunately, however, the stagnation in the housing and over-
all financial markets has somewhat affected our use of the privat-
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ization program in addressing these changes. Market forces have
led to increased costs and tightening of credit standards. While the
effect on our 94 existing projects has been minimal, finding financ-
ing for future projects presents new challenges.

The viability of military housing projects remains high in the
view of the private sector, but lending is limited across the board
due to the general lack of liquidity in the financial markets. Mili-
tary departments have been meeting with the financial community
to seek new sources of capital, and we have revisited some of our
guarantee authorities in an attempt to make our projects even
more attractive.

Additionally, we are considering executing our new projects in
such a manner that we will start the private sector operation while
delaying taking down private sector debt until it is more efficiently
priced. This will allow the department to stop the deterioration of
the housing stock of our newer projects while waiting to maximize
private capital available to the project’s income stream.

We also greatly appreciate your continued support of our unac-
companied personnel housing program. We are currently com-
pleting an inventory of all our unaccompanied housing to better
identify the shortfalls and ensure proper funding to provide quality
housing for our unaccompanied servicemembers. We plan to estab-
lish goals for improvement, as we did for family housing, and we
will also continue to pursue additional use of our privatization au-
thorities to improve our barracks, and also to learn from the Navy’s
first two pilot projects at Norfolk and San Diego. While we have
had some limited success with unaccompanied projects for senior
enlisted in the Army, the Navy pilot authorities include an ability
to pay members partial housing allowances that make projects for
junior enlisted more financially viable, which we will work to ex-
tend to the other Services.

In closing, Mr. Chairman, I would like again to thank—to ex-
press—appreciation for the strong support of military housing pro-
grams that are crucial to a decent quality of life for our service
members.

[Prepared statement of Wayne Arny follows:]
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INTRODUCTION
Chairman Edwards, Mr. Wamp, and distinguished members of the Subcommittee. |
appreciate the opportunity to appear before you today to discuss the housing initiatives ol the
Department of Defense (DoD). 1 want to express the Department’s appreciation for the
privatization authorities which have enabled the Department to provide higher quality housing
by making use of a variety of private sector approaches to build and renovate military housing
faster and at a lower cost to American taxpayers than traditional military construction methods.
Improving the quality of lite of military personnel and their families is a priority for the
Department and military housing privatization is a key enabler to providing more housing
options for our military personnel.
Improving Quality of Life
Currently, consistent with our long standing policy to rely on local community housing,
approximately 63 percent of military families reside in private sector housing off base. Where
local community housing is insufficient, another26 percent now occupy privatized housing
constructed under the Military Housing Privatization authorities. Only eight percent now reside
in government-owned housing, with another three percent in leased housing, primarily overseas.
Tenant satisfaction for privatized family housing is high, particularly for revitalized and newly
constructed housing. The depree of satisfaction service personnel experience in privatized
housing units is a critical indicator of overall program success and, since the Department
provides Basic Allowance lor Housing (BAH) at all privatized bases, a military family’s
decision to live in privatized housing is a significant measure of satistaction. The vccupancy

rate of nearly 90 percent program-wide demonstrates the overall success of the program in

to
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providing quality, affordable housing. Additionally. the Services regularly survey occupants
and the results show a steady improvement in member satisfaction after housing is privatized.

A number of installations face changes and challenges as military family housing
requirements expand and contract due to Base Realignment and Closure (BRAC) restructuring,
global re-posturing. joint basing, or Grow the Force requirements. While some installations
may find they have a surplus of housing as a result of these changes, others may experience a
deticit. However ensuring that our service members and their families have access to safe and
affordable housing will remain the primary goal in all cases.

The Department has used privatization to obtain maximum benefits from its funding for
housing and rapidly improve the quality of life for our Service members. As existing
inventories of family housing are revitalized installation commanders and servicemembers are
increasingly appreciatiye of privatization efforts which remains the preferred method to address
the Department’s housing needs.

Family Housing Privatization

The Military Housing Privatization Initiative (MHPI) was established to help the

Department meet its goals to eliminate all inadequate military family housing by 2010

(subsequently advanced to 2007) and to reduce the growing deficit of military family housing
and to improve the quality of life for our servicemembers and their families. The program
encourages high quality construction, sustainment. and renovation of military family housing by
leveraging private sector capital and expertise. The methodology includes: diligent scrutiny of
selection of developers. sound legal documents, strong oversight and monitoring procedures. and

inclusion of protections for the government in terms and conditions of agreements.

)
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Privatization has allowed rapid demolition, replacement. or renovation of units and for
disposal of inadequate units no longer needed. Privatization has also allowed the Department to
leverage better business practices as well as private capital and expertise to improve the
management of military installations.

Under the Military Housing Privatization Initiative (MHPI), the Department has awarded
94 privatization projects, leveraging private sector funding and expertise to address what was a
significant housing problem. These privatization projects, in addition to a small number of
military construction (MILCON) projects, have allowed the Department to eliminate nearly all
inadequate domestic family housing. The rematning inadequate units will be eliminated through
Air Force MHPI projects scheduled in FY 2009 and FY 2010.

To date, 28 development entities have participated in one or more projects as owner or
general partner since the MHPI program began in Fiscal Year 1996. Nine different developers
successiully competed for the Army’s 28 projects; 12 different developers successfully
competed for the 16 Navy projects; and 14 different developers successfully competed for the
28 Air Force projects. Joint ventures of two or more developers working together successfully
competed on 12 projects. Six developers successfully competed on projects for more than one
Military Department and three of those developers successfully competed on projects for all
three Departments. We have been extremely pleased with the performance of our development
partners with only one exception. Besides bringing great expertise to the construction and
operation of our housing, our partners are proud to be serving military families and offer many
functions to enhance the sense of community on our bases. One partner. American Eagle

Communities. won six projects in 2004 but was quickly unable to perform as proposed.
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Working through the bondholders. the Services have successtully transterred ownership of those
sSiX projects to new partners.

The housing privatization program was created to address the poor condition of DoD-
owned housing and the shortage ol alfordable private housing of adequate quality for military
service members and their families. Much attention was paid 1o newly constructed and
renovated houses as the projects developed and approximately 50% of the construction and
renovation has been completed. But just as importantly, these projects are structured to sustain
themselves for 50 years or more. k

Sustainment and Recapitalization

Privatization makes sustainability a reality. In today’s environment, when we are
challenged to both devote the necessary resources within the Department and Military Services
to meet requirements and to stretch available resources. The income streams created for these
projects, combined with the expertise of our private partners, promise to ensure new housing is
in as good a shape in 2040 as it is today. Housing privatization is not just about building better
houses faster ~ it is also about keeping them in good condition for the long term.

Developers and installation leaders are taking measures to ensure that the MHPI is a
successful proposition over the long haul mainly by ensuring that homes are well-maintained and
operated over the life of the 50-year deals. Private developers are incentivized to make up-front
capital investment to save long term operating costs in a way that is difficult to replicate in the
{ederal budget process which concentrates on only a six year horizon, These housing projects
leverage government assets and transter existing housing and land to the private sector to offset
the need for government cash subsidies. Dedicated funding streams from rents support a high

quality, responsive maintenance and repair program.

w
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‘Through privatization, homes are built to private market standards and revenues are
captured for future recapitalization. With privatization deal structures and an income stream in
place, full revitalization is completed within a ten-year development period.

Economic Climate Change

As would be expected, the stagnation in the housing and overall financial markets has had
an impact on the MHPI program. Market forces have led to increased costs and tightening of
credit standards. This means that while our 94 existing projects are operating normally, finding
financing for new projects presents new challenges. This is not a reflection of distrust in MHPI
projects but simply a lack of liquidity in the market as a whole. Financial institutions recognize
that MHPI projects continue to have high occupancy and strong operation and maintenance
performance while continuing to execute their renovation and new construction schedules. Our
one underperforming partner, American Eagle Communities, was successfully replaced in all six
projects where they were involved, while keeping bondholders in place in five of the six projects.
We continue to work closely with private markets to ensure that our excellent track record puts
us at the head of the line when market liquidity returns.

The $24 billion of private capital that has been infused into our housing program is ten
times more than if we had continued to fund it through the budget process. While this leveraging
may be less in the future, we expect to continue to stretch our appropriated dollars. We continue
to adapt projects to the changing economic climate. For example, some projects may turn houses
over to private sector operation but delay inserting private sector debt unti] it is more efficiently
priced. This will allow the Department to stop the deterioration of the housing stock while

waiting to maximize funds available to the income stream.
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Post-Award Monitoring

As privatization increases. we are no jonger in the business of managing housing
inventory. but rather are monitoring projects. The oversight provided by the ODUSI(I&E)
emphasizes tiscal/physical oversight and monitoring of awarded projects via a framework
known as the Program Evaluation Plan (PEP).

The PEP monitors how well housing privatization is providing quality housing for our
families, as well as protecting other government interests such as repayment of loans. Because
the primary relationship is between military tenants and private landlords, the Department
works hard to limit its involverment to only essential protection of the Department’s inferests.
At every step. responsibility for day-to-day management of the housing is shifted to the private
partner: including shifting the requirement to attract member tenants. At the same time our
partnership agreements allow the Services to protect our interest in housing our military
families.

Since implementation of the PEP eight years ago, the Department has continued to refine
its oversight and ensure the quality of information collected is relevant and timely. Detailed,
real time monitoring of projects is the responsibility of the Military Services and is implemented
at each location in accordance with the management structure for that project. Programmatic
data is collected semi-annually to allow headquarters oversight. Based on the PEP evaluations
1o date, we are confident that the program is meeting expectations and that projects are fiscally
and financially sound.

Overseas Housing
in the United States, the Detense Department relies on the private sector to provide

quality housing options. Only when the private market demonstrates that it cannot supply
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sufticient levels of quality housing. does the Department provide housing to our military families
using privatization as its preferred option. In the absence of privatization authority. the
Department addresses housing needs overscas through military construction and leasing. One
innovative exception is the Army housing initiative in Korea known as the Humphreys Housing
Opportunity Project (HHOP). This initiative involves private sector development, financing,
design, construction, operations, maintenance, and long-term property management. The
program requires no capital construction investment by the Army and housing units will be
rented by soldiers through the use of their overseas housing allowance. The HHOP is expected

to ultimately provide 2,400 new family housing units at the US Army Garrison Humphreys.

Unaccompanied Personnel Housing

With over 600,000 beds, the Department manages more Unaccompanied Personnel
Housing (UPH) inventory than the world's largest hotel chain. The Administration is committed
to improving housing for our unaccompanied Service members and continues to encourage the
sustainment and modernization of UPH around the world to improve privacy and provide greater
amenities. To that end, the Department conducted a worldwide barracks survey to document the
extent barracks meet established Department standards; the reasons why facilities may fail to
meet these standards; and an estimate for the funding required. We are currently evaluating the
impact of the recently enacted American Recovery and Reinvestment Act of 2009. which
provides supplemental barracks funding. Your continued support of our unaccompanied
personnel housing program is greatly appreciated.

The Military Housing Privatization Initiative (MHPI) includes authority to privatize
unaccompanied housing similar to that of the privatization of family housing. In FY 2007, the

Army added bachelor officer quarters and scnior enlisted bachelor quarters to its existing
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privatization projects at Fort Bragg, North Carolina: Fort Stewart, Georgia; Fort Drum, New
York: Fort Bliss, Texas/White Sands Missile Range. New Mexico, and Fort Irwin, California.

At three sites, the Navy has executed successful unaccompanied privatization projects
using a pilot authority that authorized a flexible payment of a partial housing allowance to
unaccompanied residents. These pilot projects have so successfully improved the quality of life
of unaccompanied personnel that it is now time to make them permanent and expand them to the
other Services.

‘The Department appreciates the support from the Congress in efforts to extend the
principles of privatization to our critical bachelor housing needs. We envision that privatization
will prove to be as successtul in accelerating improvements in living conditions for our single
Service members as it has been for family housing.

CONCLUSION

The housing privatization program is crucial to a decent quality of life for our Service
members. The Department has aggressively used privatization to advance the goal of
climinating inadequate housing and obtaining maximum benefit from housing investments. The
Services continue to evaluate installation housing requirements and the opportunities to mect
additional housing needs through privatization continue to expand.

In closing Mr. Chairman, | again express the Department’s appreciation for the strong
support of military housing programs. 1 look forward to working with you Mr. Edwards, and all

members of this committee as we continue to improve the quality of life of military personnel.
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Mr. EDWARDS. I thank you, Secretary Arny.
Secretary Eastin.

STATEMENT OF KEITH EASTIN

Mr. EASTIN. I don’t want to feel left out here, but I have 192
hours in a Cessna 172. [Laughter.]

Mr. EDWARDS. Well, I have got my thousand in a 210, so between
the two of us——

Mr. EASTIN. Let me try to be a little short with my opening re-
marks. I will give you a little overview: The Army’s campaign plan
is predicated on rebalancing the Force in an era of persistent con-
flict. A renewed focus and investment in our housing—single sol-
dier and family—programs are key elements for finding that bal-
ance.

Among the challenges we face are a high op tempo, frequent de-
ployments, and aging barracks inventory that requires constant
management attention, repairs, and maintenance until new con-
struction projects are completed, the impact of the financial market
turmoil on our ongoing privatization programs, and major sta-
tioning changes due to BRAC, Grow the Army, and global redeploy-
ments.

In family housing, we have come a long way with our Army
housing facilities in terms of quantity, quality, and adequacy. Inad-
equate family housing will be eliminated in 2016 for privatized
housing, 2010 for government-owned CONUS housing, and 2012
for overseas CONUS government-owned housing. For major Grow
the Army sites, where our housing market analysis show an insuf-
ficient in-state of available family housing, we are programming
additional government equity contributions to our existing residen-
tial communities initiatives to build additional family housing
units.

With respect to barracks, our goal is to provide safe, clean, and
functional barracks for all soldiers—permanent party, trainees,
wounded warriors, and Guard and Reserve. Our overarching strat-
egy is to buy out all inadequate permanent party barracks by 2013
by removing any barracks with common area latrines and improv-
ing our barracks complexes as a whole. The last inadequate build-
ings will be funded for construction and renovation in 2013 and oc-
cupied in 2015.

We are buying out our training barracks requirements by 2015,
and those will be occupied in 2017. We are instituting improved
procedures to assure that barracks are properly maintained, sus-
tained, and renovated.

With respect to privatization of our housing, our family RCI pro-
gram is comprised of 45 installations which are comprised into 35
combined projects and a planned instate of about 90,000 homes. As
of this January we have privatized 39 of 45 installations, give or
take 85,000 homes, we have built almost 18,000 homes and ren-
ovated another 13,000 homes. The last RCI projects will be award-
ed in 2010, and the remaining 14,000 privatized inadequate homes
will be replaced and renovated by 2016.

Our private sector partners are not immune to the global finan-
cial industry turmoil affecting the entire credit market, but I am
pleased to report that the Army has a proactive process and proce-
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dures in place to detect problems, and as issues arise we will work
with our partners to mitigate the impacts.

With respect to what we call warriors in transition—those re-
turning from either Iraq or Afghanistan—we have about 85,000
warriors in transition, and they are currently housed in interim fa-
cilities that have been modified to remove barriers to improve ac-
cessibility. Every warrior in transition is assigned a suitable room,
preferably on-post, close to the medical treatment facility.

W.T.s are assigned to the best available facilities we have at the
post. The specific location is a decision reached by the senior mis-
sion commander at those posts. The new permanent warrior transi-
tion facilities we are programming will exceed the standards re-
quired by the Americans with Disabilities Act and other federal ac-
cessibility programs.

In conclusion, the Army has put policies, procedures, leadership
focus, and additional resources into place to ensure that we con-
tinue to make steady progress towards buying out our family hous-
ing, barracks, and warriors in transition requirements, then main-
taining them to standards. I await your questions. Thank you.

[Statement of Keith Eastin follows:]
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Introduction. Mr. Chairman and members of the Subcommittee, it is a pleasure
to appear before you to discuss the Army’s housing programs and initiatives. The
outcomes of our housing efforts are crucial to the success of the Army’s strategic
imperatives to Sustain, Prepare, Reset, and Transform the force. We appreciate the
opportunity to report on them and respond to your questions. We would like to start by
thanking you for your support to our Soldiers and their Families serving our Nation
around the world. They are and will continue to be the centerpiece of our Army, and

their ability to successfully perform their missions depends upon Congressional support.

The Army'’s strength is its Soldiers — and the Families and Army Civilians who
support them. The quality of life we provide our Soldiers and their Families must be
commensurate with the quality of their service. The right and necessary combination of
funding, program execution, and oversight, will enable Soldiers and their Families to
receive the facilities, care, and support they need to accomplish those tasks our national
leaders ask them to perform.

Overview. The Army’s Campaign Plan is predicated on rebalancing the force in
an era of persistent conflict. A renewed focus and investment in our housing, single
Soldier, and Family programs are key elements for finding that balance. Among the
challenges we face are: high operations tempo, frequent deployments, an aging
barracks inventory that requires constant management attention, repairs, and
maintenance until new construction projects are completed, the impact of the financial
market furmoil on our ongoing privatization and partnership efforts, and major stationing
changes due to BRAC, Grow the Army, and Global redeployments.

Family Housing. While details on the forthcoming FY 2010 budget are still
being finalized and have not been released, we expect it, when released in April, will
continue our significant investment in our Soldiers and their Families by supporting our
goal to have contracts and funding in place to build new homes at enduring overseas

locations and provide the Army’s investment at privatized sites to eliminate housing
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deficits created by increased troop strength and restationing decisions. The
forthcoming budget will also support staff and facilities required to enhance services to
provide housing assistance for Soldiers and Families that live off post.

For major Grow the Army (GTA) sites where Housing Market Analyses (HMAs)
show an insufficient end-state of available Family Housing, we are programming
additional government equity contributions to our existing Residential Communities
Initiative (RCI) partnerships to build additional Family Housing units.

Similarly, at GTA sites where we anticipate major community shorifalls in
available private housing, we have hosted a community “Housing Industry Forum” to
encourage private developers to consider building appropriate housing units to satisfy
the likely demand for Family Housing in the community. We hosted a forum at Fort
Drum, New York and will be hosting another at Fort Bliss, Texas in April. To avoid the
risk of encouraging overdevelopment in a declining real estate market, we are very
careful to schedule such Industry Forum events only in GTA communities where a large
and verifiable housing shortfall exists.

Barracks. The President has made it clear in his recently released FY 2010
Budget Overview that funding for barracks will continue to be a priority: “Therefore, the
Budget continues to sustain and modernize barracks and dormitories housing
servicemembers around the world and works to end all inadequate housing for military
families.” (A New Era of Responsibility, February 2009)

The Army’s goal is to provide Barracks for all Soldiers — permanent party,
trainees, Wounded Warriors, and Guard and Reserve. Our overarching strategy is to
buy out all inadequate Permanent Party barracks by 2013, by removing any Barracks
with common area latrines and improving our Barracks complexes as a whole. The last
inadequate buildings will be funded for construction and renovation in 2013, and
occupied in 2015. We are buying out our Training Barracks by 2015; and will occupy
them by 2017.
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With all barracks, we are building fully-functional complexes which integrate
living, working, and training. We are programming these complexes at major Grow the
Army (GTA) instaliations.

Since last year, the Army has conducted a sweeping inspection of over 3,300
barracks worldwide, and 146,500 rooms, to ascertain the extent of the maintenance and
facility issues we still have. Ali identified barrack deficiencies were ordered corrected
throughout the Installation Management Command, and any soldier found living in a
substandard room has been, and will be, relocated.

We have made changes to the way we manage our barracks by standing up
maintenance teams at each installation to focus on barracks' quality of life. We placed
sergeants major at directorates of public works, beginning with our 16 largest
installations, to assist in barracks readiness. And we have transferred barracks
ownership from deploying units to the garrison in order to better maintain them at an
acceptable standard.

We are now centrally managing our barracks and our training, and tracking our
barracks' quality of life monthly.

This collection of reforms now forms the backbone of what we call our First
Sergeants Barracks Initiative (FSBI).

Additionally, we have reprioritized hundreds of millions of dollars since last year
to address our most urgent priorities, representing dozens of projects across numerous
installations. Mold is our largest problem, most prevalent in the southeast, but is an
issue that must be vigilantly monitored across all of our installations.

Each installation has the capability to test mold and take immediate corrective
measures, including Soldier reassignment. We are applying several engineering
initiatives to reduce mold growth in the short, medium, and long term.
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I'm confident we can improve the quality of life for our soldiers serving our nation
so proudly. The Army has invested $13 billion since 1994 to modernize our barracks,
get soldiers out of the old barracks, and build new, modern barracks, with more space
and amenities.

We are proud of these efforts, but still have several years and billions of dollars
to go before our barracks will be brought to standard; 79.4 percent of our barracks were
built in 1979 or earlier; 35 percent are 50 to 60 years old, just like the barracks that were
brought to You Tube infamy.

We must continually triage these old barracks to keep them livable. To cope with
this challenge, the Army has invested $975 million since 2005 to sustain our barracks
awaiting replacement. We will require a continual investment and sharp leadership
focus to maintain these barracks until we complete our buyout plan in 2015 and have
beneficial occupancy in 2017.

Army Family Covenant. The Secretary and Chief of Staff of the Army have
established seven initiatives supporting the Army Campaign Plan. The second Army
Initiative, termed “Al #2”, recognizes the strength of our Army comes from the strength
of our Army Families, and aims to enhance quality of support to Soldiers and Families to
preserve the All Volunteer Force. Subsequently, Army leadership unveiled the Army
Family Covenant. The Covenant, which articulates Al #2 goals, institutionalizes the
Army’s commitment to provide Soldiers and Families, active, Guard and Reserve, a
quality of life commensurate with their commitment and service and recognize the
important sacrifices they make every day to defend the Nation. The Covenant commits
the Army to improve Family readiness by standardizing Family programs and services,
increasing accessibility to health care, improving Soldier and Family housing, ensuring
excellence in schools, youth and child services and expanding education and
employment opportunities for Family members.

The Army Family Covenant has had significant progress to improve Family
Readiness. The Covenant is enduring and continues a legacy of service and support to
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Soldiers and Families. It reflects a continuum of Army dedication to sustain and pariner
with Soldiers and their Families to build an environment where they can prosper and
realize their potential, all essential in sustaining an All-Volunteer Force.

Soldier and Family Action Plan and Military Housing. The Soldier and Family
Action Plan provides the roadmap to make the Army Family Covenant a reality and
improve and/or address gaps in existing Soldier and Family programs and services.
Soldier and Family housing is an important line of operation within the plan and focuses
on five sub initiatives; improving family housing, improving single Soldier housing,
increasing housing opportunities for mobilized Guard and Reserve Soldiers, developing
and resourcing housing for Warriors in Transition, and enhancing Army housing
services.

Army Family Housing (AFH) Privatization. Focused funding and housing
initiatives ensure we are providing the best possible housing for all of our Soldiers,
matrried or single. Army Housing Programs build on our commitment to our Soldiers
and Families, and these programs align with and support the Army Family Covenant
(AFC) as a means to achieving and sustaining a deserved quality of life (QOL).

Military housing privatization is one of the Army’s most important QOL initiatives
for Soldiers and their Families. Housing privatization has capitalized on the idea of
leveraging housing assets and Appropriated Funds to obtain private sector capital and
expertise to build, renovate, operate and maintain quality military housing. To do this,
the Army has partnered with nationally recognized developers, property managers and
financial institutions who are assuming the responsibilities for managing, maintaining,
renovating and constructing housing in accordance with a negotiated scope of work and
fee structure.

The Residential Communities Initiative (RCI) program is the Army’s primary
military housing privatization initiative, and Army has experienced tremendous
successes with RCI. Currently, the Family Housing RCI program is comprised of 45
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installations (combined into 35 projects) with a planned end state of 90,272 homes. As
of January 1, 2009, RCI has privatized 39 of 45 instaliations (85,734 homes at end
state), built 17,948 homes, and renovated another 13,215 homes. The last RCI
projects will be awarded by 2010, and the remaining 14,084 privatized inadequate
homes will be replaced or renovated by 2016.

Privatization of Army Lodging (PAL). Building on the successes of the RCI
Family Housing program and using its processes and model, the Army embarked on a
program in 2003 to develop a privatization program for its lodging facilities and
operations in the U.S. Lodging privatization leverages private sector resources,
business practices and innovations to achieve and sustain quality transient
accommodations for official travelers (temporary duty and permanent change of
station).

PAL demonstrates Army’s commitment to providing quality transient housing to
improve the QOL of life of Soldiers and Families, many of whom stay in lodging for up to
6 months. The Group A project (one of three Groups) was awarded to Actus Lend
Lease, who partnered with InterContinental Hotels Group (IHG). IHG brands that will be
used in the project are Candlewood and Staybridge Suites (new hotels) and Holiday inn
Express (renovated rooms). An end state of 17,500 rooms is expected to be rolled out
in three privatized groups. The first group, Group A, contains 10 installations and an
end-state of 4,166 rooms.

Barracks Privatization. The Army in 2004 awarded its first military housing
privatization project for senior single Soldiers. In March 2004, Fort Irwin RCI included
200 UPH apartments for senior single Soldiers due to the shortage of adequate,
affordable off-post rentals. In 2005, Army approved expansion of the Fort Drum RCI
project to include UPH apartments, and in 2006, the Army approved expansion of the
program to Forts Stewart, Bragg and Bliss for a total of 1,396 apartments (total of 1,804
rooms). At Fort Irwin, the first apartments opened in September 2008 and afl 200 will
be available by July 2011. At Fort Stewar, the first apartments opened in November
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2008 and ali 334 will be available by January 2010. At Fort Ft Bragg, the first
apartments opened in February 2009 and all 312 wili be available by July 2010. At Fort
Drum, the first apartments opened in February 2009 and all 192 will be available by May
2009. Finally, at Fort Bliss, that project includes 358 apartments and privatization and
new construction are expected during 2009.

We are in the process of collecting and analyzing the lessons learned from these
pilots. We are also aware that many Soldiers, Families, and their elected Members of
Congress are interested in the question of whether the successes from the Residential
Communities Initiative (RCI) can be more broadly applied to the barracks and
unaccompanied personnel housing (UPH) area. Some have recommended that the
Army expand barracks privatization to all ranks, including single junior enlisted Soldiers.

The Army has not formulated a formal position on expanding on its current pilot
projects for barracks privatization and is working to complete a Congressionally directed
feasibility study to assess whether there is a sufficient business case to justify
undertaking UPH privatization to other sites or ranks. We had hoped to have this study
in your hands already, but the estimated completion date has been postponed to the
end of Fiscal Year 2009 in order to fully assess the stability and the unprecedented
dynamics in the private capital markets, as well as update the results of the current UPH
privatization pilot initiatives. The study will focus on possible ways that UPH
privatization could help supplement, not supplant, housing initiatives and programs for
the single Soldiers.

Taken as a whole, RC! Family Housing, PAL, and RCI UPH are focused on total
residential communities, not just homes and lodging. Performance is measured by the
Soldiers’ satisfaction with housing and lodging, through established performance
metrics, the continuous enhancement and preservation of the housing and lodging
assets over the life of the project, the mitigation of project risks, the successful
completion and sustainability of the housing and lodging development scope of work,
and sound financial management for the 50-year periods of the projects.
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Warrior Transition Unit Housing. The Army’s 8,584 Warriors in Transition
(WTs) at 36 Warrior Transition Units (WTU) are currently housed in interim facilities that
have been modified to remove barriers to improve accessibility and amenities. Every
WT is assigned a suitable room, preferably on-post, close to the Medical Treatment
Facility (MTF). In general, WTs are assigned to the best available facilities on post.
The specific location is a decision reached by the Senior Mission Commander, MTF,
and Garrison Commander based on various factors (i.e., needs of WTs, proximity to
MTFs, transportation network, and an environment that promotes healing).

The new permanent WT facilities we are programming will exceed the standards
required in the Americans With Disabilities Act and the Uniform Federal Accessibility
Standards (UFAS).

Conclusion. The Amy has put policies, procedures, leadership focus, and
additional resources into place to ensure that we continue to make steady progress
towards buying out our barracks requirements, and then maintaining them to standard.
We have successful privatization programs to build and maintain Family Housing, and
we are implementing new oversight mechanisms to ensure that our RCI, PAL, and UPH
privaﬁzation pilot projects weather the financial and credit market storms currently
battering the global economy. And we will continue to program military construction and
repair projects at overseas enduring locations so that Soldiers and Families defending
our nation abroad receive the quality of life commensurate with their service.
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Mr. EDWARDS. Thank you, Secretary EASTIN.
Secretary Penn.

STATEMENT OF B.J. PENN

Mr. PENN. Chairman Edwards, Representative Wamp, members
of the subcommittee, it is a privilege to come before you today to
discuss the Department of the Navy’s housing programs. I would
like to begin by expressing our deep appreciation to the Congress
and this subcommittee for your unwavering support of housing for
our Sailors, Marines, and their families. With your support, we
have made tremendous progress in improving the quality of life,
and specifically the living conditions, for our personnel.

I will briefly discuss those improvements, as well as the remain-
ing challenges. The privatization of family housing within the De-
partment of the Navy has been a resounding success. To date, we
have executed 30 projects involving more than 61,000 homes for
Navy or Marine Corps families. As a result of these projects, over
41,000 homes will be constructed or replaced.

These authorities have allowed us to leverage $800 million in the
Department of the Navy—to fund approximately $8 billion in in-
vestments. To put it another way, each dollar that the Navy has
contributed will yield $10 of investment in better housing for our
families.

Military housing privatization has been the cornerstone of our ef-
forts to eliminate inadequate family housing in the department.
Where privatization is not feasible, such as the foreign locations
where the U.S. authorities do not apply, we have continued to use
traditional military construction.

At the end of 2007, we met the OSD goal of having funds, pro-
grams, and contracts in place to eliminate inadequate family hous-
ing. The Navy currently expects that all work will be completed by
2011, and the Marine Corps by 2014. The latter period is extended
because the Marine Corps plans to retain its housing in the interim
to accommodate the increased requirements due to force structure
initiatives, like Grow the Force, until sufficient additional housing
can be built. We have made similar progress in unaccompanied
housing.

This committee’s support of the Commandant’s Barracks Initia-
tive and the resulting fiscal year 2009 appropriation of $1.2 billion
in MILCON funding for Marine Corps barracks will translate into
approximately 12,300 permanent—party spaces at eight Marine
Corps installations. The Marine Corps expects to satisfy the re-
quirement by 2014.

We have also focused on the needs of our wounded warriors
through the construction of wounded warrior barracks at Camp
Lejeune and Camp Pendleton. These projects will provide critical
temporary housing for our healing wounded warriors.

The Navy has successfully executed two unaccompanied housing
privatization projects using the pilot authority provided by the
Congress in 2003. These projects will result in a total of over 3,100
units, including over 2,100 new two-bedroom apartments for unac-
companied Sailors stationed in the San Diego and Hampton Roads
areas. The Navy is continuing to evaluate candidate locations for
the third pilot project, including the Mayport-Jacksonville, Florida
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area, as well as additional phases at San Diego and Hampton
Roads.

Our unaccompanied program still has its challenges. The Navy’s
Homeport Ashore Program, to provide housing ashore to junior un-
accompanied sailors currently living aboard ships, remains a pri-
ority to the department. The Navy has thought to address this re-
quirement through both MILCON and the use of pilot unaccom-
panied housing privatization authority.

However, there remain Sailors living onboard ships in our fleet
concentration areas. The Navy continues to evaluate bachelor hous-
ing strategies to address this remaining requirement and enhance
the quality of life for single sea-duty Sailors.

Returning to the subject of military housing privatization, there
has been a great deal of attention focused by Congress on the serv-
ice’s oversight of housing privatization projects in the wake of dif-
ficulties experienced by some partners. We take seriously our re-
sponsibility to the Munzert Privatization Agreement to ensure that
the government’s long-term interests are adequately protected.

We have instituted a portfolio management approach that col-
lects and analyzes financial, occupancy, construction, and resident
satisfaction data to ensure that the projects remain sound and that
the partners are performing as expected. We conduct meetings with
senior representatives of our partners and, where necessary, re-
solve issues of mutual interest.

Where our projects have encountered difficulties, appropriate cor-
rective actions have been taken. For example, we had concerns re-
garding the performance of the private partner in our Pacific
Northwest project. We worked with that partner to sell its interest
to another company—with a good record of performance with mili-
tary housing privatization projects. We are satisfied with the out-
come.

Additionally, we are not insulated from the difficulties affecting
the nation’s economy. We have seen a dramatic curtailment in the
amount of private financing available for our future military hous-
ing privatization projects and phases. This, in turn, affects plans
for constructions and renovations. We are working with the office
of the Secretary of Defense, the other services, and the lending
community on ways to mitigate such impacts and preserve our abil-
ity to leverage private capital on future phases.

Mr. Chairman, that concludes my statement. I look forward to
answering any questions that you or members of this committee
may have.

[Prepared statement of B.J. Penn follows:]
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Chairman Edwards, Mr. Wamp, and members of the Committee, I am
pleased to appear before you today to provide an overview of the Department of
Navy’s housing program.

OVERVIEW

The following tenets continue to guide the Department’s approach to
housing for Sailors, Marines, and their families:

= All service members, married or single, are entitled to quality
housing; and

» The housing that we provide to our personnel must be fully
sustained over its life.

With the support of Congress, and particularly this Committee, we have
made great strides in improving the quality of life for our members and their
families over the past years. These include:

* Funds programmed and contracts in place to eliminate inadequate
family housing in the Navy and Marine Corps.

* A robust military construction program to meet the Marine Corps’
unaccompanied housing needs.

*  Successful execution of the first two unaccompanied housing
privatization projects within the Department of Defense.

Despite these achievements, there remain challenges that we face as a
Department. A detailed discussion of the Department’s family and
unaccompanied housing programs, and identification of those challenges,
follows:

FAMILY HOUSING

As in past years, our family housing strategy consists of a prioritized triad:
* Reliance on the Private Sector. In accordance with longstanding
DoD and DoN policy, we rely first on the local community to
provide housing for our Sailors, Marines, and their families.

Approximately three out of four Navy and Marine Corps families

receive a Basic Allowance for Housing (BAH) and own or rent
homes in the community. We determine the ability of the private
sector to meet our needs through the conduct of housing market
analyses that evaluate supply and demand conditions in the areas
surrounding our military installations.
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®  Public/Private Ventures (PPVs). With the strong support from this
Committee and others, we have successfully used PPV authorities
enacted in 1996 to partner with the private secior to help meet cur
housing needs through the use of private sector capital. These
authorities allow us to leverage our own resources and provide
better housing faster to our famnilies. Maintaining the purchasing
power of BAH is critical to the success of both privatized and
private sector housing.

= Military Construction. Military construction (MILCON) will
continue to be used where PPV authorities don't apply {such as
overseas), or where a business case analysis shows that a FPV
project is not feasible.

As of the end of Fiscal Year (FY) 2008, the Department owned, operated,
and managed over 10,600 units world-wide. Eighty percent of this housing is
overseas or at foreign locations. Additionally, the Department leases another
6,100 homes worldwide. These include short-term domestic and foreign leases,
housing units obtained in the United States through the “Section 801" lease
construction program and lease-construction units in foreign countries,
principally Italy.

This Committee has had a long-standing interest in the Department’s
efforts to identify and eliminate inadequate family housing. As indicated in our
December 29, 2008 report to Congress on this subject, the Department uses the
following Department of Defense definition of an “inadequate” family housing
unit: :

“Any unit requiring whole-house repair, improvement, or veplacesnent gs
identified by the Services’ condition assessments, exceeding a per unit cost of
$50,000 adjusted by the area cost factor. Services” condition assessments shall
utilize private sector housing industry construction codes and sizing standards as
a basis for assessing inventory adequacy.”

The Navy and Marine Corps met
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construction overseas where, with the exception of U.S. territories and
possessions, the privatization authorities do not apply. Figure 1 is a chart
depicting how the elimination of inadequate Navy and Marine Corps family
housing units was programmed by FY 2007.

Although funding was provided and contracts or agreements were in
place by the end of FY 2007, the actual work to eliminate the units (through
renovations or replacement) extended beyond FY 2007. This is driven by the
magnitude of the work involved and a desire to minimize displacement of Navy
and Marine Corps families as units are taken off line for renovation and,
therefore, become unavailable for occupancy. The Navy expects that all work
will be complete by 2011. The Marine Corps expects that all work will be
complete by 2014. The latter period is extended as the Marine Corps plans to
retain housing, in the interim, to accommodate increased requirements due to its
force structure initiatives until sufficient additional housing can be built.

It is important to note that, notwithstanding the definition used to
distinguish inadequate from adequate housing, the Navy and Marine Corps
intend to ensure the continued habitability and safety of its housing through
accomplishment of needed maintenance and repair projects as requirements
emerge and through the programming of improvement or replacement projects
as part of an overall recapitalization program for Government-owned housing.

One challenge facing the Department, with respect to family housing, is
the increased requirements associated with the Marine Corps’ “Grow the Force”
initiative. The Marine Corps will see a growth of almost 5,000 families as a result
of this initiative. In accordance with long-standing Department of Defense
policy, the Marine Corps plan for addressing the additional family housing
requirement due to the Grow the Force program relies on the communities near
the military installations as the primary source of housing. Housing for the
additional families associated with the end-strength growth indicated in the
Marine Corps Stationing Plan (or for families associated with pre-Grow the Force
base loading) has been programmed in those cases where the Marine Corps has
determined, through the conduct of housing market analyses, that the local
community cannot support the housing needs of our military members. In those
cases, the Marine Corps plans to provide housing through use of military
housing privatization authorities. For all locations, including those with
reported deficits, military family housing requirements are sensitive to
prevailing market conditions and are subject to change. Prior to programming
projects for the provision of additional housing, it is important to establish that
the deficits reflect systemic, long-term requirements and are not reflections of
short-term market fluctuations. Accordingly, the Marine Corps will continue to
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update its analyses to monitor the housing markets’ ability to accommodate the
additional Marine Corps families.

UNACCOMPANIED HOUSING

There are over 157,000 unaccompanied housing spaces for permanent
party personnel in the Navy and Marine Corps housing inventory. These
represent a wide mix of unit configurations including rooms occupied by one,
two, or more members.

The challenges in the area of unaccompanied housing are as follows:

* Provide Homes Ashore for our Shipboard Sailors. Junior single
sailors assigned to sea duty, rank E3 and below, are by law not
authorized a housing allowance. The Navy has historically meta
portion of its single Sailor housing demand by berthing sailors on
major combatant surface ships. The Homeport Ashore initiative
seeks to provide a barracks room ashore whenever a single sea
duty sailor is in his or her homeport, so they need not live on the
ship. The Navy has made considerable progress towards achieving
this goal through military construction; privatization and
intensified use of existing barracks capacity. However, there
remain sailors living on board ships in our Fleet concentration
areas. The Navy continues to evaluate bachelor housing strategies
to enhance the quality of life for single sea duty sailors.

* Ensure our Barracks Meet Today’s Standards for Privacy. We are
building new, and modernizing existing, barracks to increase
privacy for our single Sailors and Marines. Although the Navy
continues to hold to the OSD construction standard of a private
sleeping room design for new single sailor barracks, it has recently
constructed a number of permanent party barracks facilities to an
enhanced 1+1 standard that allows assigning two Sailors to a room,
in a 2+0 configuration, to support the higher priority of Homeport
Ashore. These are private sector style apartments with two
bedrooms, each with a bathroom and two closets, and a shared
common area with eat-in kitchen, living room and clothes washer
and dryer. The result is an improvement in living conditions for
junior enlisted personnel, a unit comparable with commercial off-
base apartments, and the ability to house 2 Sailors per bedroom
until capacity allows the more desirable private sleeping room
configuration.
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It is the Commandant of the Marine Corps’ priority to ensure single
Marines are adequately housed. Thanks to your previous support,
in FY 2009 the Marine Corps will make significant progress toward
fulfilling this priority. Your 2009 appropriation of $1.2 billion in
MILCON funding for Marine Corps barracks will result in the
construction of approximately 12,300 permanent party spaces at
eight Marine Corps installations. In the FY 2009 FYDP the Marine
Corps has programmed the necessary funding to eliminate the BEQ
deficit for the Marine Corps pre-Grow the Force end strength
requirement by 2012. The Marine Corps expects to satisfy this
requirement by 2014. These barracks will be built to the 2+0 room
configuration, as have all Marine Corps barracks since 1998. This is
consistent with the core Marine Corps tenets for unit cohesion and
teambuilding.

Eliminate Gang Heads. Although both Services have programmed
funding to eliminate permanent party gang heads, the Marine
Corps will continue to use these facilities on an interim basis to
address short-term housing requirements resulting from the
additional end-strength related to the Grow the Force Initiative.

Housing for Wounded Warriors. In 2008, Congress provided
approximately $60 Million for two Wounded Warrior barracks
projects, one each at Camp Pendleton and Camp Lejeune. Each
project has 100 rooms and is designed to comply with accessibility
guidelines for the disabled. These projects will provide critical
temporary housing for our healing Wounded Warriors. In
accordance with new Department of Defense standards, the Marine
Corps developed standards for the operation and maintenance of
facilities that house Wounded Warriors and issued them in the
Marine Corps Housing Manual. Recent inspections of existing
Wounded Warrior facilities continue to validate their compliance
with both DoD and USMC standards. In addition, our annual
inspections and periodic, comprehensive follow-up programs, one-
to-one interviews, focus groups and town-hall meetings serve to
better inform our efforts for additional improvements to our
Wounded Warrior housing facilities.
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HOUSING PRIVATIZATION

As of the end of FY 2008, we have awarded 30 privatization projects
involving over 61,000 homes. As a result of these projects, nearly 20,000 homes
will be renovated and over 21,000 new or replacement homes will be built. (The
remaining homes were privatized in good condition and did not require any
work.) Through the use of these authorities we have secured approximately $8
billion in private sector investment from approximately $800 million of our funds,
which represents a ratio of almost ten private sector dollars for each taxpayer
dollar.

The Navy has also executed two unaccompanied housing privatization
projects using the pilot authority contained in section 2881a of Title 10, United
States Code. These projects are at San Diego (executed in December 2006) and
Hampton Roads (executed in December 2007) and will result in a total of over
3,100 units, including over 2,100 new 2-bedroom apartments, for unaccompanied
Sailors. '

The Navy is continuing to evaluate candidate locations for the third pilot
project, including the Mayport/Jacksonville, Florida area as well as additional
phases at San Diego and Hampton Roads using the public/private entities
previously established.

While the military housing privatization initiative has been
overwhelmingly successful, there are challenges in this program area as well.
They include:

= The current economic climate. In the current economic climate, we
have seen a dramatic curtailment in the amount of private financing
available for our future military housing privatization projects/phases.
This, in turn, affects plans for future construction and renovations. We
are working with the Office of the Secretary of Defense, the other
Services, and the lending community on ways in which we might
mitigate such impacts and preserve our ability to leverage private
capital on future projects/phases.

= Program Oversight. There has been a great deal of attention focused
by Congress on the Service’s oversight of housing privatization
projects in the wake of difficulties experienced by some partners. We
take seriously our responsibility to monitor the privatization
agreements to ensure that the Government’s long term interests are
adequately protected. We have instituted a portfolio management
approach that collects and analyzes financial, occupancy, construction,
and resident satisfaction data to ensure that the projects remain sound
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and that the pariners are performing as expected. We conduct
meetings with senior representatives of our partners and, where
necessary, resolve issues of mutual interest. Where our projects have
encountered difficulties, appropriate corrective actions have been
taken. For example, we had concerns regarding performance of the
private partner in our Pacific Northwest project. We worked with that
partner to sefl its interest to another company which has a record of
good performance with military housing privatization projects.

Perhaps the most important measure of success of our privatization

program has been the level of
satisfaction on the part of the
housing residents. To gauge
their satisfaction, we used
customer survey tools that are
well established in the
marketplace. Asshown in
Figure 2, the customer
surveys show a steady
improvement in member
satisfaction after housing is
privatized.

Bosre

Figure 2. Satisfaction of Residents in Privatized
Housing
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CONCLUSION

The Department of the Navy remains committed to improving the quality
of life of Sailors, Marines, and their families wherever they serve. We are deeply
grateful for this Committee’s continued support and appreciative of the
opportunity to testify before you today.
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Mr. EDWARDS. Thank you, Secretary Penn.
Secretary Billings.

STATEMENT OF KEVIN W. BILLINGS

Mr. BiLLINGS. Thank you, Mr. Chairman, Congressman Wamp,
distinguished members of the subcommittee. Thank you for the op-
portunity to address the Air Force unaccompanied and family hous-
ing, both key quality of life issues for our Airmen and our families.

When Secretary Donley asked me to assume the role of Acting
Secretary of the Air Force (Installations, Environment and Logis-
tics) six months ago, I laid out four basic principles to guide our
organization. First and foremost is compliance with the law. Second
is to be good stewards of the environment, and equally importantly,
to be good stewards of the taxpayers’ dollars. The fourth is to do
this all while remembering that taking care of our Airmen and
their families is what allows us to accomplish our mission.

Real quickly, though, I would also like to thank my colleagues
before the committee here, because without the guidance of Mr.
Arny and Mr. Eastin and Mr. Penn, I would have not been able to
get up to speed as quickly on these issues as I have, and I want
to publicly thank them.

With that fourth principle I want to reiterate what Chief Master
Sergeant of the Air Force McKinley told you a couple weeks ago
about our housing and dorms, and that is that the Air Force is
committed to ensuring our Airmen and their families have quality
housing in which to live and raise their families. We have almost
43,000 Airmen living in unaccompanied housing, or what we refer
to as dormitories, and over 65,000 families living in Air Force fam-
ily housing.

We truly appreciate the continued efforts of this subcommittee,
the Congress, and the valuable support and leadership you have
provided to the success of our housing program. First turning to
unaccompanied housing, the Air Force continues our longstanding
commitment to provide quality dormitories. As Chief McKinley also
testified to this committee, dorms are not just a place where Air-
men sleep; they are a place where we blue our newest and young-
est Airmen, our future Air Force leaders.

Enlisted Airmen are the backbone of our Air Force, and we are
currently aware of the vital importance quality living conditions
contributes to morale and retention. Since fiscal year 2000, we
have demonstrated our commitment by providing quality dor-
mitories for our Airmen by funding 95 construction projects total-
ing almost $1.3 billion.

We continue to replace dormitories at the end of their useful life
with our standard Air Force design, Dorms for Airmen Program.
The Dorms for Airmen design capitalizes on the wingman strategy
that keeps the dorm residents both socially and emotionally fit.
This is accomplished by providing our Airmen privacy and respect
with their own bedroom and head, yet encouraging them to interact
with their fellow Airmen through shared kitchen, laundry, and en-
tertainment space.

The Air Force prides itself in saying that we recruit Airmen, yet
we retain families, and we understand the importance of quality
family housing to our members and their families. Our strategy for
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providing quality family housing uses the Defense Department “off-
base first” policy to determine what the local community can sup-
port and the need for on-base housing.

Where possible, we utilize the congressional authorities for pri-
vatization to meet our housing requirements. We will continue to
privatize where it makes sense. However, when privatization is not
feasible, such as at overseas bases, we rely on traditional military
construction funding. We continue to make progress in the replace-
ment or major improvement of our housing for Air Force families.

Since last spring, the Air Force completed new construction or
major improvements on 1,161 units in the United States and 911
units overseas. Additionally, we have another 2,286 units under
construction in the United States, and 2,783 units under construc-
tion overseas.

Using privatization to accelerate our family housing improve-
ment program, we have seen delivery of over 10,000 new or ren-
ovated homes, and are currently bringing on-line over 200 quality
homes a month. By the beginning of 2010 we will have privatized
close to 38,900 housing units at 44 bases. Further, we plan to pri-
vatize 100 percent of our family housing inventory in the
Continential United States, Hawaii, Alaska, and Guam by the end
of fiscal year 2010. Current projections show by strategically
leveraging more than $402 million in government investment, we
will have brought in almost $6.3 billion in private sector total hous-
ing development.

Finally, I would like to thank you for your support of our Airmen
in the American Recovery and Reinvestment Act of 2009. This im-
portant appropriation significantly supports the Air Force pro-
grams for providing quality housing for our Airmen and their fami-
lies. Specifically, we thank you for providing the Air Force $80 mil-
lion for family housing and military construction, $16 million for
housing operations and maintenance, and $100 million for dor-
mitories. While this appropriation will help the Air Force improve
its housing inventory and stimulate the local job market sur-
rounding our various Air Force bases, there are still critical re-
quirements to fund in future appropriations.

In closing, the Air Force would like to thank the committee for
its continued strong support of the Air Force and unaccompanied
and family housing. Through your support we are improving the
quality of life for our Airmen and their families by bringing quality
dormitories on-line faster than ever before, and at significant sav-
ings to the taxpayers through privatization.

Thank you, Mr. Chairman. I look forward to answering your
questions.

[Prepared statement of Kevin W. Billings follows:]
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Introduction

The Air Force is committed to providing and maintaining high quality living accommodations for
our Airmen and families at a cost that reflects good stewardship of the taxpayer's dollars. We
have almost 43,000 Airmen living in unaccompanied housing, or what we refer to as
dormitories, and over 65,000 families living in Air Force family housing. We truly appreciate the
continued efforts of this subcommittee and Congress because of the valuable support and
leadership they have provided to the success of our unaccompanied and family housing

programs.

Unaccompanied Housing (Dormitories)

The Air Force continues our long standing commitment to improving our dormitory conditions.
We recognize that enlisted Airmen are the backbone of our Air Force and are acutely aware of
the vital importance quality living conditions plays in morale and retention. Since Fiscal Year
2000, the Air Force has demonstrated its commitment to providing quality dormitories to our

Airmen by funding 95 construction projects totaling almost $1.3 billion.

First accomplished in 1997 and updated every two to four years, the Air Force Dormitory Master
Plan (DMP) captures the condition of our unaccompanied housing and serves as our roadmap
for investment decisions. The planning process begins with on-site assessments of each
dormitory along with the supporting facilities and infrastructure. The DMP captures the existing
condition of all dormitories and identifies functional deficiencies in accordance with Air Force
standards. A three tier rating system is used to categorize the condition of all dormitories and

define the priority and type of investment needed.
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A Tier 1 facility has exceeded its useful fife. The best use of resources would be {o replace this

dormitory. The Air Force currently has 106 Tier 1 dormitories at 19 bases (53 enlisted, 8 training,

4 officer, and 41 contractoﬂ).

It is important to understand although a Tier 1 facility has reached a point where the best
investment strategy would be to replace the building rather than continue to invest in repairs, it
still provides safe and adequate rooms. Where Airman are assigned to Tier 1 dormitories, the

Air Force continues to fund sustainment work to keep the facilities safe, clean and comfortable.

A Tier 2 dormitory has reached a point in its life cycle where major systems are in need of
repair; however, through focused investment the dormitories have serviceable life remaining.
The Air Force currently has 268 Tier 2 dormitories at 64 bases (211 enlisted, 7 training, 31

officer, and 19 contractor?).

Finally, Tier 3 facilities are deemed adequate and noc major system repairs are anticipated within
a ten year period. The Air Force currently has 418 Tier 3 dormitories at 81 bases {313 enlisted,

53 training, 31 officer and 21 contractor®).

We have made great progress using our investment strategy outlined in our Dormitory Master
Plan. The Air Force has eliminated all central latrine dormitories and will eliminate the

permanent party and pipeline dormitory room shortage next fiscal year. We will continue to

23 The Air Force has contractor dormitories (81 total) located at Thule, Ascension, and Antigua - these Air Force
Stations conduct missile warning and space surveillance.
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request funding to replace several of our worst dormitories. We also have developed a ‘bridging
strategy’ to ensure we are making the best use of our sustainment, restoration and
modernization funds so we continue to provide adequate facilities until military construction

projects can be funded.

The Air Force will continue to replace dormitories at the end of their useful life with a standard
Air Force-designed private room configuration under the ‘Dorms-4-Airmen’ program. The
‘Dorms-4-Airmen’ concept capitalizes on a “wingman” strategy and keeps our dormitory
residents socially and emotionally fit. ' This is accomplished by providing our Airmen privacy and
respect with their own bedroom and bathroom, yet encouraging them to interact with their fellow

Airmen with a shared kitchen, laundry, and entertainment space.

Family Housing

The Air Force recognizes how important families are to our Airmen and understand their living
conditions play a huge role in quality of family life and retention of the service member. With our
commitment to improve our family housing, we use a corporate housing investment strategy to
integrate and prioritize traditional construction with private sector financing within a single “road
map” to execute this program. Our strategy uses DoD's “off base first” policy to determine what
the local community can support and the need for on-base housing. Where possible, we utilize
the Congressional authorities for privatization to meet our housing requirements. If privatization
is not feasible or possible, such as overseas bases, we then rely on traditional military
construction funding. As a result, we now pian to privatize 100% of military family housing in the

CONUS, Hawaii, Alaska and Guam by the end of Fiscal Year 2010.

The Air Force Family Housing Master Plan details our housing military construction, operations

and maintenance, and privatization efforts. We anticipate having the funds needed to award
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projects by Fiscal Year 2010 to eliminate all our inadequate homes, both here and abroad.

Therefore, we are now focusing our investments on “keeping our good houses good.”

We continue to make progress in the replacement or major improvement of housing for our Air
Force families. Since this time last spring, the Air Force completed new construction or major
improvements for 1,116 units in the United States and 911 units overseas. The Air Force has
another 2,286 units under construction in the United States and 2,783 units under construction
overseas. Other notable recent events include the award of two projects at Seymour-Johnson
Air Force Base for a total of 415 replacement units. When completed, these construction
projects will enable a three-base grouped privatization effort which includes Cannon Air Force
Base, New Mexico; McConnell Air Force Base, Kansas; and Seymour-Johnson Air Force Base,
North Carolina. Finally, the single largest military family housing project in Air Force history
continues on track at Keesler Air Force Base, Mississippi. Since the devastation caused by
Hurricane Katrina, 515 of the final 1,028 homes have been built and delivered to the Air Force

ahead of schedule.

Family Housing Privatization

The Air Force uses the privatization authorities granted by Congress to accelerate our family
housing improvement program. By the beginning of Fiscal Year 2010, we will have privatized
close to 38,900 housing units at 44 bases. We've seen the delivery of over 10,000 new or
renovated homes and are currently bringing on line over 200 quality homes a month. Current
projections show by strategically leveraging more than $402 million in government investment,
we will have brought in almost $6.3 billion in private sector total housing development, or

sixteen dollars of private investment for each public tax dollar.
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Every housing privatization project is unique, and is tailored to deal with a variety of housing
assets in various states of age and repair, as well as their location in rural, suburban and urban
communities. Our analysis indicates the following projects to be financially feasible and thus
attractive to investors and developers: the Southern Group with Shaw Air Force Base, South
Carolina; Keesler Air Force Base, Mississippi; Charleston Air Force Base, South Carolina; and
Arnold Air Force Base, Tennessee; the Northern Group with Minot Air Force Base, Grand Forks
Air Force Base, and Cavalier Air Force Station, all in North Dakota; Ellsworth Air Force Base,
South Dakota; and Mountain Home Air Force Base, |daho; the Eglin-Huriburt-Edwards Group
which consists of Eglin Air Force Base and Hurlburt Field, Florida, and Edwards Air Force Base,
California; the Western Group with F. E. Warren Air Force Base, Wyoming; Whiteman Air Force
Base, Missouri; and Malmstrom Air Force Base, Montana; and finally, the Cannon-McConnell-
Seymour-Johnson Group with Cannon Air Force Base, New Mexico; McConnell Air Force Base,

Kansas; and Seymour-Johnson Air Force Base, North Carolina.

American Eagle / Falcon Group Progress

The Air Force is proud of its housing privatization program; however, four of our 27 closed
projects did not meet expectations. American Eagle had failed to meet their obligations under
the terms of the transaction documents. The Air Force realized the problems in 2005 and
informed the project owners and the bond holders; the Air Force also recommended corrective
strategies which were not implemented. After lengthy discussions and negotiations with the
bond holders and project owners, the four American Eagle projects at Hanscom Air Force Base,
Massachusetts; Little Rock Air Force Base, Arkansas; Moody Air Force Base, Georgia; and
Patrick Air Force Base, Florida consensually sold the project assets to HP Communities LLC.
These four projects have been restructured into one grouped project now known as the Falcon
Group. The sale and restructuring achieved several key objectives: transferring ownership to a

company with a demonstrated record of success, resuming new construction and renovation
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activities, aligning the inventory with the demand at the installations, and addressing the
imbalances in sources and uses. The American Eagle restructuring confirmed that the rights
and remedies granted to the Air Force in the Housing Privatization transaction documents work.
Should a project company default on obligations owed to the Air Force, no action can be taken
by the project company, its owner or senior lender to sell, restructure or refinance a housing

privatization project without Air Force approval.

The Falcon Group project modified the scope of the four original projects; the current scope
consists of construction of 308 new homes, renovation of 1,846 homes, and the completion of
148 homes that were partially constructed by the former American Eagle project owners. In
addition, 317 existing homes will remain for an end-state of 2,619 with the construction period of
33 months at Hanscom Air Force Base: 40 months at Little Rock Air Force Base; 17 months at
Moody Air Force Base; and 19 months at Patrick Air Force Base. Construction is scheduled to

commence in April 2009 and the Falcon Group will be complete by March 2012.

The Air Force continues to evaluate and adjust its housing privatization oversight program to
identify and mitigate risks as early as possible. While eight of 27 projects are construction
complete, nineteen are in the initial development period (IDP). The Air Force Center for
Engineering and the Environment (AFCEE) strengthened its construction oversight program to
proactively assist the private sector in identifying and resolving project development issues and
developed new responsibilities for on-site resident construction managers, who report directly to
AFCEE. The AFCEE uses standardized procedures across the Air Force portfolio for quality
assurance, financial reviews, construction schedule compliance reviews, and periodic
development review visits to evaluate development practices. The Air Force has a vigorous
program 1o share lessons learned and best practices from all its projects throughout the housing

privatization portfotio and with the other Services.
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Finally, the Air Force applied the lessons learned from previous housing privatization efforts to
our nation’s first joint base housing privatization project at McGuire Air Force Base and Fort Dix,
New Jersey. We have since partnered with the Army to jointly privatize housing at McChord Air
Force Base and Fort Lewis, Washington. We are now also working with the Navy to refine
requirements for a housing privatization effort at Andersen Air Force Base, Guam and Navy

Base Guam.

American Recovery and Reinvestment Act of 2009

This important appropriation significantly supports the Air Force priority for providing adequate
housing for our Airmen and families. We thank you very much for your support to provide the
Air Force $80 million for military family housing construction, $16 million for housing operations
and maintenance, and $100 million for unaccompanied housing (dormitories). This
appropriation helped the Air Force reduce its backlog and stimulate the local job market
surrounding various Air Force bases, but there are still other critical requirements which need

funding.

The $80 million for military family housing construction accelerates the replacement of housing
at Eielson Air Force Base, Alaska and improvement of housing at Malmstrom Air Force Base,
Montana. The Eielson Air Force Base project demolishes 72 old units and constructs 76 new
units. The Malmstrom Air Force Base project repairs and restores the foundations of 179
military family housing units. Along with these projects, the ongoing family housing military
construction projects at Eielson Air Force Base and Malmstrom Air Force Base will proceed in

parallel, providing a dramatic improvement in our Airmen’s quarters.

10
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The $16 million for housing operations and maintenance enables the Air Force to address key
maintenance and repair requirements. This work includes repairing key infrastructure and
heating/air conditioning systems, as well as upgrading housing finishes, and making essential

life safety system improvements.

The $100 million for dormitories provides the Air Force a significant amount of funding to
construct or replace numerous dormitories. Our philosophy for determining our dormitory
projects is to meet our greatest needs first, as identified in the Air Force Dormitory Master Plan,

with dormitory condition being a significant criterion.

Conclusion

Once again, the Air Force would like to thank the Commitiee for its continuous strong support of
the Air Force unaccompanied and family housing programs. improving the quality of life for our
young Airmen who live in the dormitories remains a high priority and our Dormitory Master Plan
ensures we maintain visibility on these important facilities plus focuses our investments on the
facilities with the greatest need. We are improving the quality of life for our families by bringing
quality homes on line faster than ever before and at a significant savings to the American
taxpayer through privatization. We believe these efforts are in line with providing our Airmen

and families with the best possible housing and reflect the proper governmental stewardship.

11
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Mr. EDWARDS. Thank you, Secretary Billings, and let me thank
each of you for what you do every day. One of the reasons I con-
sider it a privilege to be on this subcommittee is, I don’t think
there is any shortage of lobbyists running around Capitol Hill sup-
porting various multi-billion dollar weapons programs, but in my
18 years in the House I think maybe two or three times at the
most have I had anybody come by my office asking that we do more
to provide better housing for our troops and their families, so you
are the voice and leaders making a difference in their quality of
life, and I thank each of you for that commitment.

I was going to recognize Mr. Wamp to start out the questioning,
but do I understand that Mr. Crenshaw might have to leave after
the next round of votes, and if that is necessary, I would be happy
to

Mr. WamMmp. Mr. Chairman, if you are going to rotate back and
forth I would ask that you let him go first in the event that he has
to leave after this series of votes.

Mr. EDWARDS. You bet.

Mr. Crenshaw.

PRIVATIZED HOUSING

Mr. CRENSHAW. Thank you, Mr. Chairman.

And thank you all. I think privatized housing, as the chairman
said, gives us all a sense of pride, and so often civilians look at
military housing and say, “Gee, you know, that is not so good.” And
now they look at the privatized housing with a sense of envy, say-
ing, “You know, we would like to live in those kind of houses.”

I visited San Diego and saw the family housing, and I tell you
what, it is awful nice. And I haven’t seen the, the privatized bach-
elor quarters, but I think it is a great program. It leverages the
money that we have and enables us to do good things that the pri-
vate sector has been doing for a while. So I thank you all for work-
ing on this program.

Two quick questions. One has to do with Navy Region Southeast.

Secretary Penn, I know you have done Bachelor Privatized Hous-
ing in San Diego, you have done it in Hampton Roads, are you still
on track to do the Southeast project, part of those at Mayport, part
of those at Kings Bay?

Mr. PENN. Yes, sir. We are looking at the options to provide fan-
tastic homes for our troops, and we are doing an analysis, as you
know, with a private program. We had three initial locations, and
two of them fell out, and Mayport-Jax is in now, and we are doing
the analysis on Mayport-Jax, based upon the requirements, yes,
sir.

Mr. CRENSHAW. Is there anything you need—do we need to ex-
tend this program? As I understand it, it may expire at the end of
this fiscal year.

Mr. PENN. It expires in September of 2009, sir.

Mr. CRENSHAW. So it would be important for us to extend this
program

Mr. PENN. Yes, sir.

Mr. CRENSHAW. One of the things I wanted to ask you about
Mayport: When you do a housing demand study, as you know the
Navy has made a decision to homeport a nuclear carrier there, and
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the carrier may come sooner, may come later, but when you do the
demand part of your housing study, do you take into consideration
the fact that there is a plan to have nuclear carrier there with
3,000 Sailors? Does that go into your study?

Mr. PENN. That may be part of our EIS, or environmental impact
statement. We look at everything: schools, traffic.

Mr. CRENSHAW. But in taking into consideration it takes a little
while to build a project, you don’t want to end up with a shortage
of housing.

Mr. PENN. We do analysis on Mayport, that is correct. We do.

Mr. CRENSHAW. Got you. And on the other side, I ask the Air
Force, no program is perfect, but my colleagues in Florida, we have
been informed that Patrick Air Force Base, that project down there
hasn’t gone as well as some of the other ones, and there is a new
developer, and we were told they are going to open the housing up
tonon-defense people, and possibly living on base if you are not a
military member could present problems.

Do you sense that? Is that something you are aware of? And
have you done everything you can, been as creative as you can, to
make sure that there aren’t enough folks in the military to kind
of fill those?

NON-MILITARY ON BASE HOUSING

Mr. BILLINGS. Yes, sir. The issue with the waterfalls, as it is
called, at Patrick Air Force Base, Florida is larger than the devel-
oper wanted. There were operations to make sure that there are
the right number of folks in the buildings, but when it falls below
95 percent we open it up first to other military families, then unac-
companied military, then to the Guard and Reserve, then after that
to contractors, and then it falls down to the local community.

But before we let anybody from the local community in, we do
background checks, we do financial checks, and we make sure the
priority is to not have them on base. A lot of the privatized housing
is off-base, and the civilians who are part of that privatized hous-
ing are in the off-base part first, as opposed to on the on-base part.

And finally, the commander has sole authority of who he lets on
his base and who he doesn’t, so as you put the processes together
to makes sure that these projects are viable—that is why we have
the waterfall so that the developers can continue to do the work
they need to do—we prioritize who can be part of that waterfall.
The waterfall is in place in a number of other bases, and again,
there are processes to make sure that anybody who is part of that
is looked at very carefully.

HOUSING PRIVATIZATION STANDARDIZATION

Mr. CRENSHAW. Real quick, Mr. Chairman—also at Eglin. The
Air Force is going to do a project there, and as I understand it they
have put it out to bid at least twice, no developers said they want
to do it, and do you coordinate with the other services on building
family housing contracts? Is there kind of a standard or standard-
ized way to do a privatized housing project? I wonder why it hasn’t
worked as well there at Eglin, which is over in northwest Florida.
Any particular reason—does it still make sense?
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EGLIN AFB, FL HOUSING PRIVATIZATION

Mr. BILLINGS. Privatization will make sense at Eglin Air Force
Base, Florida. One of the issues at Eglin—a complicating issue at
Eglin—is the bed-down of the F-35. And as we beddown the weap-
on system we were doing a supplemental environmental analysis so
that we can move forward to beddown. The supplemental analysis
will look at, perhaps, different runways and different flight pat-
terns. So, we have actually put the privatized housing initiative at
Eglin on hold until we have done the supplemental environmental
impact statement on the overall F-35 bed-down of the integrated
training facility there.

Mr. EDWARDS. Thank you.

Mr. ArNY. I would like to make one comment. The thing to re-
member, too, is—which took me a while to figure out—anybody
below an active duty military person that comes in on this water-
fall, and the first levels are either reservists or Guard or military-
related, or even on-base civilians, but anybody below that first level
only gets a l-year lease, so that if you are full a year later that
person is out and one of your active duty people come in.

Mr. CRENSHAW. Got you. Got you.

Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you.

Mr. Wamp, let me ask you, in terms of the procedure—we have
a 15-minute vote going. Are you comfortable with us going till 2 or
3 minutes before this vote is over? There is one more vote after
this, so——

So if staff will let us know when it is down to 3 minutes before
the votes, I would appreciate that.

Thank you, Mr. Crenshaw.

Mr. Salazar.

Mr. SALAZAR. Thank you, Mr. Chairman. You cut it pretty short.

Mr. EDWARDS. But you get your full 5 minutes.

PINON CANYON

Mr. SALAZAR. Thank you.

First of all, let me thank all of you for your service. And not to
be outdone, but you have 182 hours, I have got

Mr. EASTIN. Ninety. One hundred and ninety. Please, don't——

[Laughter.]

Mr. SALAZAR. I have got over 600 on a Piper Cherokee, so

I would like to discuss two more issues with Mr. Eastin. I know,
first of all, let me just tell you that I have the greatest respect for
all of you who have served in the military and for all of you who
serve this country. But there was an article in “The Pueblo Chief-
tain” this week where “The Chieftain” reported that Secretary
Eastin has reached a lease agreement with Denver businessman
Craig Walker to acquire 70,000 acres off the Pinon Canyon and
would announce it in Trinidad.

It really took me off-guard. I know that you and I have had some
discussions before about maybe the auction. Last year, 2 years ago,
we passed an amendment to Mil-Con V.A. appropriations bill that
actually prohibited the Army from utilizing any funding for future
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expansions of Pinon Canyon. And of course, that was only a 1-year
prohibition.

Last year it was included in the language, and I guess I would
like to ask you if you think it was the intent of Congress to com-
pletely bar the expansion with the use of these funds. I think that
you might have mentioned to others that there might be other
sources of revenue or funding for that expansion. Could you
maybe——

Mr. EASTIN. This is, as you and I have discussed before and I
have discussed with the citizens of Trinidad in an interesting lit-
tle—what do I want to say—availability in a gym down in Trinidad
for people to make comments about what the Army was doing. We
have no intention of violating what the prohibition is, but we have
had, I believe, Senator Salazar has asked GAO to look at this, and
tﬁey have found that we are not violating the law with respect to
that.

Our reading of the law—and you can’t get around having lawyers
even though you are at the Army; they are everywhere—we asked
them curtly about this. We are not acquiring, which would require
military construction funding, but we are, if you will, investigating
whether this will work and finding out how to make it work.

Our opinion is that those preliminary steps to see what the citi-
zenry thinks, to take surveys out there of basically—land and when
the land might be available, that can be used with operation and
maintenance funds, and not military construction funding. So it is
not our intention to buy anything without coming back to the com-
mittee, and certainly discussing this with the Southeast Colorado
delegation. So I think there is some confusion in what the source
of the funds was, and what could be used with those funds and the
other available funds for other purposes.

Mr. SALAZAR. Do you think that maybe you may be cutting some
of the funding that we use for housing for troops and utilizing some
of those funds to begin the search and paying for some of the re-
search that you are doing now to acquire these properties? Do you
think that that is not taking money away from the housing?

Mr. EASTIN. Congressman, I don’t believe so. We are using oper-
ation and maintenance funds, which comes out of a different ac-
count, so it is neither—family housing operations, which is one ac-
count, it is not in the construction funds. It doesn’t come out of any
RCR projects we have, and doesn’t come out of any of the barracks
upgrade programs either, or the training barracks upgrade pro-
grams. So in our opinion—and in any event, I would venture to say
that what has been expended is something quite south of $1 mil-
lion on this.

Mr. SALAZAR. So you will say that there is actually no agreement
right now?

Mr. EASTIN. “The Chieftain,” of course, is free to write whatever
it likes, and my guess is you have seen that, but there is not agree-
ment to do anything. We are looking at all sorts of options down
there for acquiring land; we have, in fact, looked at that—it is a
little, I believe it is between 70,000 and 80,000-acre site that is the
subject of our discussions—but no deal has been made. I don’t even
know if we can do it—certainly we couldn’t do it without coming
back to see you all.
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Mr. SALAZAR. Thank you.

Mr. EDWARDS. Thank you, Mr. Salazar. We will have time for a
second round of questioning, for those members who can stay here.

Mr. Wamp.

INVESTMENTS

Mr. WamP. Thank you, Mr. Chairman. I have got a couple of
questions for each witness, and I will come back the second round
if I need to.

Secretary Arny, one of the drumbeats that all of our witnesses
will probably hear from me throughout the Mil-Con quality of life
side of this subcommittee is, I have spent a lot of time with Gen-
eral Casey in the last year, and there are impediments to our mili-
tary families receiving support from the private sector, from the
philanthropic sector, and outside groups . . . all of the above. And
we hear more and more of this, how people want to help but the
law prohibits them to help.

Is there anything that you know of today, relative to this testi-
mony and the housing piece, that is still an impediment to outside
groups helping our military families and I mean financially? They
want to help, and there are impediments to investments and sup-
port for families, and we are scouring the countryside trying to find
anything that is in the way of our extraordinary free-enterprise
system, even in a recession, from helping our military. Do you
know of any?

Mr. ARNY. Sir, this issue has not come up, in my knowledge, in
terms of—I was trying to think through the various—we are get-
ting support from the private sector, but it is all competitive, and
we bid for it. Other than people giving our troops funds, which we
don’t permit, I think the law is prohibiting that, I would have to
work with you

Mr. WamP. Yes. If anything comes up like that, call me. I want
to hear about it.

GROW THE FORCE

Secretary Eastin, on the Grow the Army sites that have ineffi-
cient availability family housing, the RCI partnerships to build ad-
ditional housing, can you tell the committee where these locations
are, what the deficits are in those locations, and how long it will
take before additional housing will be constructed?

Mr. EASTIN. There are basically nine of our installations that are
involved in some sort of Grow the Army operations. I can list them
quickly or furnish them for the record, but basically we are happy
with all of our housing at each of these. Of course, we rely on the
private sector to basically furnish about half of the housing. This
is to protect the private sector developers, as development commu-
nity as well as our own, so we don’t see any deficits in those that
have not been taken care of or planned on.

Mr. WAMP. Mr. Chairman, I see your note.

Mr. EDWARDS. If you would like to continue, you still have time
left.

We will stand in recess until we take both votes; then we will
be through with voting for the day.

[Recess.]
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STIMULUS FUNDING

Mr. Wamp. All right. Down to Secretary Penn.

Sir, I was going to ask you about the Homeport Ashore Initiative
and the stimulus bill, and how the stimulus funding ties into the
progress that you are making on ramping up the Homeport Ashore
Program. Didn’t you use some of the stimulus money for that?

Mr. ARNY. We are going to come out with our list here pretty
quickly, and most—we are still not sure what exactly will tie spe-
cifically to Homeport Ashore, but we have asked—we at OSD asked
the Services to come up with fast spending program. If you recall,
almost all of the—there is a little bit of MILCON in each of the
Services, there is the hospital MILCON for TMA, so if it is tied to
the stimulus it is going to be in the sustainment in the

So it wouldn’t be, I don’t think, directly tied to Homeport Ashore.
It might benefit Homeport Ashore in that perhaps we are, you
know, renovating some rooms, or fixing up some heating, or replac-
ing windows, or that kind of smaller project that we usually push
off to the back that we are able to do with the stimulus money.

Mr. WAMP. You mentioned the dorms and $100 million, but how
does the stimulus money tie into Tier 1 and Tier 2 deficiencies on
dorms on the Air Force?

Mr. BILLINGS. Sir, all of the stimulus money will be spent on Tier
1 dorms or deficient dorms. One deficient and three Tier 1 dorms
will be funded with the stimulus money.

Mr. WaMP. That is it, Mr. Chairman, for now.

INADEQUATE HOUSING

Mr. EDWARDS. Okay. Thank you.

Let me ask each of you a traditional question of mine. In what-
ever way you define adequate and inadequate housing, can you tell
me how many families in your respective service, how many fami-
lies live in inadequate housing and how many single servicemen
and women are living in inadequate housing?

Unless, Secretary Arny, if you have the numbers for all the Serv-
ices.

If not, we could just begin with you, Secretary Eastin, if you have
those numbers.

Mr. EASTIN. I can furnish more accurate ones to you, but, you
know, the large part, with our family housing we probably have
about a deficit of, I would say, about 9,000 or 10,000.

Mr. EDWARDS. Nine thousand or 10,000.

Mr. EASTIN. Barracks, of course, we are looking at, in the train-
ing barracks, a large number—145,000 in training barracks. But
permanent party barracks, as we said, we will have those filled out
in 2015, and now the number, I think is around 30.

Mr. EDWARDS. Thirty. And would you follow up, just to fine-tune
those numbers?

Mr. EASTIN. I will get those for you.

Mr. EDWARDS. All right. I appreciate that.

[The information follows:]

There will be 19,208 permanent party barracks and 65,084 training barracks
spaces that remain inadequate after executing fiscal year 2009 military construction

and renovation projects. Additionally, there will be 681 inadequate Army-owned
Family housing units (homes and apartments) at one enduring site in Baumholder,



288

Germany, as well as 4,399 inadequate Family housing units that are surplus to the
Army’s needs, or at sites due to close. There will also be 19,659 inadequate Army
privatized Family housing units.

Mr. PENN. The Department of Navy, sir, has approximately 5,000
families still living in inadequate housing. Maybe we will eliminate
ours by 2011

Mr. EDWARDS. How many Marine families are living in inad-
equate housing? You said 5,000.

Mr. PENN. That is total.

kMr. EDWARDS. Maybe that is counting Navy and Marines, then,
okay.

Mr. PENN. And if we look at the bachelor quarters, the Navy has
15,600 Sailors, and the Marine Corps has 17,400 Marines.

Mr. EDWARDS. Okay.

Secretary Billings.

Mr. BILLINGS. We have 10,835 inadequate family houses with
about 8,000 families living in those houses. Those will be elimi-
nated by the end of fiscal year 2015. We have 106 inadequate dor-
mitories with approximately 3,200 enlisted personnel in 61 inad-
equate dorms, 400 contractors in 41 inadequate dorms, mostly in
remote locations.

Mr. EDWARDS. When you say dorms, that could be a building
with 200 barracks in it?

Mr. BILLINGS. Yes, sir. I mean, most

Mr. EDWARDS. How many individual barracks

Mr. BILLINGS. Individual rooms, sir, I will take that for the
record.

[The information follows:]

The Air Force has 106 inadequate dormitories with a total of 4,500 rooms.

Mr. EDWARDS. Okay.

Let me ask you, with the challenges you have mentioned—
BRAC, global inflation, and construction, which we didn’t control
but we will all be affected by it—have any of the services changed
your goals for providing full adequate housing or barracks since
this time last year when you or your cohorts testified? Are these
the same goals that you had a year ago, or have they slipped in
any way?

Mr. EASTIN. Same with the Army, same year of buildup.

Mr. EDWARDS. Same thing?

Mr. BILLINGS. Yes, sir.

Mr. PENN. Yes, sir.

Mr. EDWARDS. Okay. Thank you.

Mr. ARNY. One thing we are trying to do in the future is—of all
the barracks is, we would like to—specifically, all of us have con-
centrated on permanent party, and we now want to raise training
barracks up to that same level to see what we need to do with that,
and then move also on to——

Mr. EDWARDS. Judge Carter brought to my attention some of the
family housing down at Fort Hood that has been defined as ade-
quate, but when he and I visited it several weeks ago I would be
hard-pressed to say with a straight face that it is adequate hous-
ing. But we will leave that for further discussion, perhaps, Judge
Carter’s discussion.

Judge.
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Mr. CARTER. I think you are reading my mind, Mr. Chairman.
FINANCIAL CHALLENGES

Before I get to the couple of questions I had—I am very inter-
ested in continuing to move through the current economic chal-
lenges, which Chet just asked a question about. I read in every one
of your comments that this new financing challenge that we have
in the private sector has created at least a hiccup in your plans.
It says here in this statement, I believe this is by the Navy, that
the Secretary of Defense and the other Services were working and
finding out ways to work with the lending community to solve this
problem. I assume that this means interim financing for construc-
tion.

What have you come up with? Because from what we hear, the
lending markets are sealed up and they are not making loans, and
it is hard for people to find loans, and that is why we are all spend-
ing so much money trying to figure out a way to solve that prob-
lem. Do you all want to comment on what you have come up with
to solve these problems?

Mr. ArRNY. Well, I believe you there. One thing we have done, we
have gone to the lending community, and they all agreed that our
ratings are high. We have kept our debt service under control; the
programs are very solid. So we are faced with the same liquidity
problem as everyone. It is not like we had a bunch of sub-primes
and now we

Mr. CARTER. I understand that.

Mr. ARNY. So one of the things we are doing, and I mentioned
it kind of peripherally in my testimony, is with our newer projects.
Ordinarily we put in some military construction or some DoD
value, and the lender would bring us—or the private sector partner
would bring money to the table, go out and get a major loan so that
we could do a bunch of new construction. Well, now we are post-
poning that new construction so we can get the private sector guy
on board to do the maintenance for us, because one of the secrets
of privatization is not just reconstruction on all these projects, it
is also the maintenance over a 50-year period.

One thing that we were never very good with, and those of us
that have been around the Service for a long time, we would use
what I call then 30-year MILCON approach. You would build some-
thing with MILCON, and then we would let it go for 30 years, and
the 30 years later we would have another MILCON project. We
never were very good at maintaining it.

So in the interim, until everybody gets some relief on the financ-
ing, we are keeping the projects going—the new ones—trying to get
those new ones, get the management on board so that we get better
management of our projects, and then as the markets open up,
then come back in with the loans.

Mr. CARTER. And I would agree, that is a good use of your time
and your money. But I think going back to the question that the
Chairman asked, doesn’t that in some way throw you off the con-
struction schedules? I think that was the gist of the Chairman’s
question. I mean, if it does, we want to know.

Mr. ARNY. It does. It does throw us off, but again, even before
we had this credit crunch, other things would pop up. The beauty
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of this is we do have flexibility in each of these partnerships to ad-
just to whatever happens.

Mr. CARTER. The housing, of course, we are talking about at Fort
Hood is Chaffee Village. Right now it is scheduled to be renovated,
which would I guess mean basically gutted and rebuilt on the in-
side, but you are still going to have the basic structure of a two-
bedroom, old house. And it is my understanding that we are quite
some years off from going in and replacing Chaffee Village.

Mr. EDWARDS. 2032, as I recall.

Mr. CARTER. 2032, I believe it was. These houses look old. They
not only are old, but they look old too. There are a whole lot of
strange things in those projects, and the Chairman and I both went
through several units. We are just curious if there is any possibility
of a mind change to speed up the replacement of those units. I real-
ize it is not a popular thought with the Army right now, but it is
a real concern. It is the concern of the Army families that are sta-
tioned there, and it is a concern that I have and I believe the
Chhairman shares with me. So I would like your comments about
that.

Mr. EASTIN. Let me discuss that a little bit. This is part of a resi-
dential communities initiative program, where the—and the Army
will get together and decide what the scope of that particular RCI
project is in something called the initial development period, com-
monly called the IDP, where we phase in—there is some new
houses, some houses have nothing done to them, some are ren-
ovated, and it is on a time schedule that is all carefully negotiated
with both the partner and our financing source so that once that
is locked in these schedules are driven by what the financing of it
is.

Unfortunately, the Chaffee Village homes—674, as I understand
it—have minor renovations to them which, quite frankly, is paint
and window seals, and things like that, but the major part of them
will come at a prearranged schedule down the road a piece. How
can you fix that? Dollars. You have to contribute—the Army would
have to contribute some funding to it so that hopefully you can bor-
row some funding against that, and then basically double up on
how much you can do

The financing market is not affecting this right now, but if we
wanted to change one of the few parts of the mix, that is when you
would get into, I would think, a little more difficult——

Mr. CARTER. Okay.

Thank you, Mr. Chairman.

Mr. EASTIN. I don’t disagree that these houses are not what we
would all like.

Mr. EDWARDS. Thank you. We will follow up on that.

Mr. Kennedy, and then Mr. Dicks.

Mr. KENNEDY. Thank you, Mr. Chairman.

BARRACKS

Welcome, all of you. Thank you for your service. I want to follow
up with the Chairman’s question about how many barracks are un-
suited for use.

I think that we would get ourselves in a lot of trouble if we were
to leave this question unanswered for a long period of time. I know
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you are working with flexible budgets and trying to deal with tim-
ing, in terms of trying to keep O&M up and getting some of these
more critical areas addressed, but when you have got the num-
bers—like quarter million barracks in the Army, over 100,000 in
the Air Force, you know, tens of thousands in the Navy, just off the
top of your head—of barracks that are, you know, insufficient for
usage for our enlisted, it seems to me this is something that doesn’t
juxtapose well when at the same time you say, it has worked very
well for family housing, and when the privatized housing has
worked very well with the family housing we have managed to
move things along quickly, a lot better than the past.

So when it comes to moving the O&M along more quickly, doing
the O&M better than the government used to do it, positioning con-
struction so that when the money does come and the liquidity back
to the market starts coming back we are ready to move on it, that
we are in position to do that. It just seems to me—what I would
like to know is, what is the hold-up to doing for our enlisted what
we have done for our families?

Mr. ARNY. Let me comment overall. Having worked with Mr.
Penn on the Navy side for 7 years—6 years—it is much easier to
privatize the family housing than it was to privatize—than it is to
privatize enlisted dorms. The Navy faced—all three Services have
inadequate—a level of inadequate. That doesn’t mean they are un-
inhabitable; they are inadequate by our standards.

But what the Navy then faced was Homeport Ashore, when you
had all these ships in port, you jumped another 30,000, so the
Navy had to move quickly, and so reached out and tried privatiza-
tion in Norfolk and San Diego. And in my humble belief, and I
think Mr. Penn—it has been very successful so far. The housing
that is up and about to run in San Diego is something that is bet-
ter than most of our officers are living in, and even the enlisted
housing that the partner took over, we have been doing satisfaction
surveys and it was at 70 percent, the private partner took over and
they just have a better sense for service than we do—it is not our
business—and it went to 90 percent. And in Norfolk we are doing
that.

That doesn’t work for all the Services. The Marine Corps re-
quires E-5 and below to live in barracks. They need the barracks
to be next to their units. They require their barracks to be built
out of concrete block. That is their standards.

The Army has, I believe it is E-5 and below as well. We are try-
ing to work through some of those. Where we can’t we are going
to standard MILCON, and like I said, we are going out to survey
and start to set goals like we did in family housing to get out

Mr. KENNEDY. So are you piloting? We would like to see where
you are piloting projects around the country.

Mr. ARNY. That, which we have authority to do—the two project
at San Diego and at Newport News in the Norfolk area, and the
third project in the Mayport-Jax area.

Mr. KENNEDY. And then how about Army?

Mr. ARNY. Let me——

Mr. KENNEDY. Yes.

Mr. ARNY. Let us divide up two things here. We are doing pilot
projects on privatization at five separate installations, but for E—
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6s and above. If you do E-5s and below—the reason RCI projects
work is there is an income stream. The income stream is the basic
allowance for housing that you would pay a family for living off-
post. So instead of paying him—off-post, you would bring it inside.

Mr. KENNEDY. Right, right.

Mr. ARNY. There is no such allowance for housing for single sol-
diers, so it presents some difficulties.

Mr. KENNEDY. That presents a difficulty, but it also presents a
problem when these are the soldiers we are relying on to do mul-
tiple tours, and they need to be living in quality quarters irrespec-
tive of what their—the way this program is structured for purposes
of allowance for housing, is what we are saying.

Mr. ARNY. I agree. So in areas where we can do it—first of all,
we are fighting internally with our own personnel people who then
have to pay that BAH. So if we can’t do it with privatization, where
it doesn’t work—remember, it needs to be up near the fence, it
needs to be isolated, there are lots of different restrictions—then
we are focusing on permanent parties, getting rid of inadequate.
We have got the funding to do that; we now need to move to train-
ing and others.

We realize there is a gap and we are trying to get it a step at
a time.

Mr. KENNEDY. Thank you.

Mr. EDWARDS. Thank you, Mr. Kennedy.

Mr. Dicks.

Mr. Dicks. Thank you, Mr. Chairman. Isn’t that one of the prob-
lems we face with the Army growing by what, 67,000, and the Ma-
rine Corps by 22,000? I mean, that has changed the dynamic here
of being able to have these barracks and other things in a reason-
able period of time. Isn’t that part of the problem?

Mr. ARNY. It is, but to be frank, and I think the Army did the
same thing, but I know, working with Mr. Penn, the Navy, as op-
posed to the Department of Navy, coughed up money—what, two
or three budgets ago—to the Marine Corps so that part of Grow the
Force, Grow the Marine Corps, included many more barracks. And
the one thing that we in the I&E world were able to do is get the
Marines to buy them differently.

While the Marines won't privatize, we did get them to go out and
buy barracks in batches rather than one at a time. Now, you know,
on these joint bases, there has been a little resistance—I am look-
ing at the Air Force here—and I have heard, you know, there has
been reticence about how this is going to be done. And it does make
sense to me that—you know, there is a lot of things that can be
joined, but you have got to protect the integrity of the missions.

Mr. Dicks. How are you doing on that?

Mr. ARNY. We are doing superbly, thanks to Mr. Billings and his
Air Force colleagues that are here today.

Mr. Dicks. What about the ones that aren’t here? [Laughter.]

Mr. ARNY. It has been a remarkable effort, and there—and I
have been around the military since 1960. I was an infant at the
time. But as I try and tell folks that you have—two or three bases
that are right next to each other, a civilian driving by looks at it
and assumes it is all Department of Defense. So it is hard to go
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to them to say, “No, you have two different cultures.” And they look
at you like you are crazy.

But it is cultural change that we are bringing to the Services,
and we meet weekly and bi-weekly in my office with the Services
and their reps banging this stuff out. And we are making tremen-
dous progress. But we have to grow to get over those categories.

But joint basing is bringing stuff together, but it is joint basing
only for installation management, not for mission, and that is a
message we have to deliver every week. The missions are still in-
tact; what we are bringing into jointness is the mission support,
the installation supports for that mission.

So the mission

Mr. Dicks. So you think this is moving ahead now——

Mr. ARNY. Absolutely.

Mr. DICKS [continuing]. And we don’t have this resistance? Good.
I am glad to hear that.

Mr. BILLINGS. Well, sir, and when I came on board in this job,
Secretary Donley and General Schwartz made it a priority to work
with Mr. Arny, to work with us, and we have signed our MOUs,
we are very close to signing the last Phase 1 MOU, I think by the
end of this month.

Mr. ARNY. I knew we were achieving victory when the biggest
problem we had at one of the bases, who shall remain nameless,
was the number of guard dogs. [Laughter.]

Mr. Dicks. All right. Well again, I have enjoyed working with all
four of you. I will just say one thing as I walk out the door, because
I have a meeting: We still don’t have base security where I think
it ought to be. Every service has a different approach to this. Sec-
retary Arny, you and I have talked about this—we have got to get
this under control. Because every time we put in a system at, like,
Andrews, or the Trident Submarine Base, or Fort Dix, we find that
a lot of people are getting on these bases that shouldn’t be getting
on them.

Somehow we have got to get this thing standardized and know
what our protocol is. And up to this point I have been working on
this—Secretary Penn knows this; he has been in my office three or
four times trying to get this straightened out. Everybody points the
finger at everybody else. There is no uniformity across the three
Services about how to do this. So I hope this is something you can
take on.

Mr. ArNY. Will do, sir.

Mr. Dicks. Thank you.

Mr. EDWARDS. Thank you, Mr. Dicks.

COMMITTEE SUPPORT

We will begin the second round of questioning with Mr. Wamp,
and then with Mr. Salazar.

Mr. Wamp. Well, Sam Farr asked a good question this morning
that I am going to ask of all the witnesses. If you could jump over
on the other side of the table, tell us the one thing that we need
to take away, that we need to hear today from you all on what we
could do to help you best in this bill going forward—anything at
all that is helpful. This morning it was very helpful. You might not
have anything, but I wanted to give you that opportunity.
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Mr. ARNY. Good question. And I discussed with members before,
it would be nice if you all had the MILCON end to payment pack-
age too, because one of the issues that we are faced, I think we
are—from the MILCON side, we could always use more. I mean,
there is not a program that doesn’t use more. But we are in decent
shape with MILCON, and I think we have the program to look for-
ward to the future, and we are measuring it better.

Sustainment was a problem up until a couple of years ago. We
now have established DOD standards at 90 percent sustainment
across the board where we were down at 70 to 75 percent—90 per-
cent sustainment, and we at our office are working—my office is
working with the services to look at, now that we have done hous-
ing—family housing—we have got a better handle on bachelor
housing, I call it—unaccompanied housing—now admin space.

Eight years ago we looked at, how do we privatize admin space,
and there are all sorts of schemes floating around. None of them
work, because as Mr. Eastin said, there is no income stream.

So I think we have got a way to do that, and we are going to
work it, and I think you need to ask us, “How are you doing now
in family housing and bachelor housing, but what are you doing for
admin space? How do you measure whether it is sustained prop-
erly? How do you measure if it is modernized?” And I think we
have got a way to do that.

And again, I want to set basic, simple—I know you didn’t like
our inadequate measure, but at least it was a measure that each
Service understood. It wasn’t necessarily translatable, but they all
understood it, and we set goals to get there. And we missed them
a little bit, but at least we had goals, and we are going to try to
do that with admin—all the buildings, not just admin space, but
hangars and all the stuff that falls out.

Mr. WAMP. Secretary Eastin.

Mr. EASTIN. First let me say, it is rare that I don’t comment on
something up here, but you all have supported the Army’s housing
and our MILCON exceptionally well, and I thank the Chairman
and the rest of you for that.

And probably outside of your control is when the funding comes.
Everything gets approved, and then we have 8 months left to go
to try to build it all instead of 12 months. I just throw that out;
Chairman Edwards has heard that comment from me for the last
3 or 4 years now, but I don’t know how you fix this, but——

Mr. EDWARDS. You were so persuasive last year we got the bill
passed——

Mr. WAMP. But timing is often more important than the funding,
in terms of planning, and finality.

Secretary Penn.

Mr. PENN. If you just continue your support of the quality of life
issues—Rep. Crenshaw mentioned the fact that we have an author-
ity that is expiring in September. If you just continue to support
us in that area, it is working great. And thank you so much for
your support.

Mr. WamP. Secretary Billings.

Mr. BILLINGS. Well, sir, thank you. I just, again, reiterate what
my colleagues have said: Thank you. As we move forward with
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eliminating Tier 1 dorms, we have $2.2 billion programmed for
that, as the number one priority.

Mr. Wamp. Thank you, Mr. Chairman.

Mr. EDWARDS. Thank you, Mr. Wamp. I think that is a great
question to ask, both this morning and this afternoon.

Mr. Salazar.

Mr. SALAZAR. Well, I thank you, Mr. Chairman. I just wanted to
follow up on Mr. Wamp’s question, but I think it was—I guess I
will pick on the Air Force a little bit today.

All of you have pretty much the same standards when it comes
to family housing and, you know, individual housing, but it always
seems like the Air Force seems to have nicer buildings, nicer every-
thing. Is that true or not?

Mr. ArRNY. You haven’t been to Lewis-McChord yet. [Laughter.]

Mr. EASTIN. I take the 5th on that.

AMr. SALAZAR. Well, I am an Army guy, so I stand up for the
rmy.

Mr. PENN. And I am sure when we were flying, we always landed
on Air Force bases, everything was better. [Laughter.]

The food, everything is better at an Air Force base.

Mr. SALAZAR. I really think it is a case of what base you are on.
And I think that—I will give you the example I heard as a com-
ment at a Marine Corps who spoke at a—in Quantico where, as a
second lieutenant, he was stationed down there, and he made the
comment that he and his new wife moved into his house and they
went and bought one bedside table for their bed, not because they
couldn’t afford two, but because there was no room in the bedroom
for more. And he didn’t like to cook, but he didn’t have to worry
about it because the kitchen was so small—this is officer housing—
that only one person could fit in at a time.

And if you could go back now, and I think you need to, to visit
some of the enlisted—that is where our concentration is, is on our
enlisted housing—at the housing at Quantico and all the bases
where it is going in, you will see a standard that far exceeds any-
thing we have had before for officers, let alone enlisted housing.
The privatization has brought in an outside perspective.

So the other thing too is, you could go anywhere in the world in
the old days, it is the same house. Well, that same house may be
perfectly adequate for one base, but inadequate—we were building
houses with big lawns in Key West where nobody could afford to
buy lawns, but we were buying them. So in San Diego, where
houses are closer together and land is more expensive, the houses
are closer together and our enlisted barracks go vertical.

In Norfolk, where there is plenty of land, our enlisted barracks
are more spread out and our family housing is more spread out, so
we have now—the privatization has done wonders for the family
housing. We are trying to get that over to our other stuff.

Mr. BILLINGS. Sir, just quickly, I wanted to——

Mr. SALAZAR. I am not picking on you.

AIR FORCE HOUSING

Mr. BiLLINGS. No, I understand, but I mean, to put this in con-
text, this is one of the things that I have learned since I have been
in the Air Force, that our bases are our weapon systems fighting
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platforms and have been for the history of the Air Force. And so
that has been one of the reasons that I think the Air Force has his-
torically put a lot of emphasis on the housing and the base, in
terms of where we have been. In my short tenure, this is one of
the things I have learned.

I do want to tell an anecdote, though. I was coming back from
meeting at U.S. Southern Command last week, and I got to fly
back with General Blum, and General Blum said, “You are the in-
stallations guy, aren’t you?” and I said, “Well, yes, sir,” and he
goes, “You know, I am finally living on an Air Force base and I am
being treated the way I have always wanted to be treated my en-
tire life.” [Laughter.]

Mr. SALAZAR. And I just wanted to just, in response to Mr.
Eastin’s reference to that GAO study that was done in the Army,
that study was actually one that was just supposed to justify the
need for—Pinon Canyon; I don’t think it had any reference to legal-
ities or stuff like that. But I will just leave it there.

Thank you, sir.

Mr. EDWARDS. Judge Carter.

BARRACKS

Mr. CARTER. I have just about got all my answers, but I want
to go back just for a minute to the privatization issue. And I under-
stand we have got issues with capital, as does the whole country
and the whole world, but going back to the Army and privatization,
we have talked about this now at least twice since I have been on
this Committee. About what the schedule is with the Army, and I
didn’t hear the answer of where we are going with barracks privat-
ization. I know you have been working on getting pilot projects
going——

Mr. EASTIN. I would be happy to furnish that for the record, be-
cause I don’t have the exact figures of what is per year, other than
the overall figure that we are going to have——

[The information follows:]

The Army does not currently have any Unaccompanied Personnel Housing (UPH)
barracks privatization program or projects for single, junior Soldiers (Privates
through Sergeants) planned.

However, the Army does have a UPH privatization program and projects for sin-
gle, senior Soldiers (Staff Sergeants and above, including officers) where there is a
lack of adequate or affordable accommodations off post. There are five projects with
the status of each indicated in the accompanying chart:

Installation # Apts # Bedrooms Date privatized 1st apts open All apts open

Fort Irwin, CA ............ 200 200 March 2004 ............... September 2008 ........ July 2011

Fort Drum, NY . 192 320 July 2007 .......... February 2009 ............ May 2009

Fort Bragg, NC 312 504  December 2007 January 2009 ............. July 2010

Fort Stewart, GA ........ 334 370  January 2008 ... November 2008 .......... January 2010

Fort Bliss, TX* .......... 358 410 Late 2009 ......ccoccevneene Non-applicable ........... Non-applicable
1,396 1,804

*Project financing expected in 2009, once the capital markets settle down.

Mr. CARTER. Mr. Edwards and I both went through and saw that
we are in the process of modernizing several of our barracks at
Fort Hood, as you mention in the report. Ultimately we have got
to build some new barracks at Fort Hood that really fit the stand-
ards that the Army has set for maintaining soldiers. That is why
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I need to find out when we might be going that way, because ulti-
mately that looks like the solution.

Mr. EASTIN. I will furnish you a schedule for Fort Hood, but the
basic problem is a lot broader than Fort Hood. I think 79-or-so per-
cent of our barracks are ancient—some even acropolis-like, if you
will—where you just keep dumping sustainment money through
the hole in the roof, and there is just a point—you have seen these
in old houses—that you just can’t do it anymore and be effective.
You need to either tear it down or rip the floors out and start
again, and this is an expensive process.

Mr. CARTER. Yes, sir. I agree with that.

Mr. ARNY. And that is one of the reasons we look forward—at
least we are now working with—we tried to do restoration and
modernization on—remember we used the old 67-year, which didn’t
work, because if you had a hurricane and dumped a bunch of
money into Pensacola, which is what Mr. Penn and I saw, then all
of a sudden your restoration modernization looked great Navy-
wide, because you are measuring with two gross sets of standards.

One thing we are looking at is to—we have Q-ratings for every
facility in the Services. Now, some of them haven’t paid attention
to those Q-ratings, so what we are looking at is to say, “Okay, how
many with Q-2 and Q-1 are, you know, are above what we accept,
adequate and excellent?”

So we are looking at, “Okay, guys. You have got the Q-ratings.
They had better be right, because we are going to start measuring
you against that.” Very simple, like I said.

And each Service does it a little differently, but they all have it.
That way we can—then the Army leadership can get down and say,
“Look, I have got half my barracks are Q-3 and Q—4,” and point
to Keith and me and say, “Okay, when is the program to get them
up?” “Well, we need money, and here is what we need, exactly, to
get up there.”

Because before it was all too squishy. We are trying to get it
more finite without trying to over-control it with formulas. That is
my hope for the future, anyway.

Mr. CARTER. Thank you.

Chet.

DOLLAR AMOUNT NEEDED FOR STANDARD HOUSING

Mr. EDWARDS. Thank you, Mr. Carter.

Let me ask you if each of you could put together some numbers
and, you know, you don’t have to sharpen the pencil down to the
penny, but I would like to know in today’s dollars how much money
would each of you need to bring all barracks in your respective
service up to your standards, and all on-post family housing. Is
that something that you could do over a 2-week period—just a
broad number? Again, and I would say within a range of 10 per-
cent—10, 15 percent, either way. Don’t spend thousands of hours
getting it down to the penny and dime, but could you give us a
ballpark number? Would that be possible?

[The information follows:]
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FAMILY HOUSING

L

Privatized Housing -- At the beginning of the Military Housing Privatization
Initiative, approximately 140,402 family housing units that were determined (at
the time of conveyance) to be inadequate were conveyed to the private sector. As
of February 2009, approximately 46,548 of those units remain to be renovated or
replaced. It is expected that all remaining privatized inadequate units will be
revitalized by the end of fiscal year 2016 at no additional cost to the government.

Government-Owned —~ Foreign. The Air Force has 1,676 inadequate units
overseas and the Army has 681 inadequate family housing units (homes and
apartments) at one enduring site in Baumholder, Germany. The Navy and the
Marine Corps have no inadequate units at foreign locations. The cost to eliminate
these inadequate family houses overseas is $805 million.

Government-owned family housing — Domestic. The Army has 4,399 surplus
inadequate family housing units which will not be revitalized. The Navy has no
units in its inventory that are in inadequate condition, and the Marine Corps has
two units. The Air Force has 5,000 units included in its six remaining
privatization projects which eliminate inadequate housing. Since 2007, an
additional 4,159 Air Force units have been identified as inadequate, bringing the
Air Force total to 9,159 units. Assuming the Air Force privatizes all of its
inadequate units, leveraging appropriations by a factor of three to one, the cost to
eliminate these inadequate units would be $389 million.

Housing Deficit - Domestic. With changing housing requirements due to BRAC
and Grow-the-Force, the Army has identified housing requirement of 4,300 units
and the Navy and Marine Corps have identified a requirement of 5,000 units. The
Air Force does not have an unmet requirement. Assuming that requirements are
validated and that privatization is utilized to leverage appropriations, the total cost
to address this requirement in the U.S. would be $930 million.
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As indicated in greater detail in the table below, the estimated cost for eliminating

inadequate unaccompanied housing for active component, permanent party, training, and
mobilization barracks (including Military Construction and Operations and Maintenance
costs) is $25 billion.

Total investment Needed in FY 2010 and beyond
to Bring Active Component UPH up to Standard

($millions)
Army Navy usmc Air Force Totals
2 MiL- MiL- MiL- MiL-

MILCON® | O&M CON O&M CON 0O&M CON O&M CON O&M
Perm Party -
Current
Service plan to
sliminate 5,500 2,300 | 1,000 | 1,400 | 1,100 | 500 | 1,600 | 400 | 9,200 | 4,600
deficit' and
modernize
Perm Party -
Extra needed
o provide a 300 0 500 | o | NA® | NA L nat | NMA T eoo 0
private room
for every
member
Training &
Mobilization 6,500 2,100 300 400 400 100 500 100 | 7,700 | 2,700
Totals 12,300 4,400 | 1,800 | 1,800 | 1,500 | 600 | 2,100 | 500 | 17,700 | 7,300

GRAND
TOTAL 26,000

1 - Deficit due to Grow the Force, Global Repositioning, BRAC, and Force Modernization

2 - Army perm party UPH amount includes supporting facilities in a barracks complex including dining facilities,
company operations facilities, and battalion headquarters

3 - USMC require E3's and below to share a room; and since 1996, the AF has required ail Airmen in permanent
party dorms 10 have their own room.
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Mr. ARNY. Two weeks might be a little tough, potentially. It is
the crazy season right now with the budget, but we can get you—
%ltlhink we can get you—at least to show you where we have got

oles.

Mr. EDWARDS. I would like to—I don’t think I have ever heard
that number, and I would like to just get a number of what that
would actually be.

Mr. ArRNY. Family housing for sure, permanent party barracks
are next easiest; the others might be a little squishy, but we will
definitely

Mr. EDWARDS. If our country just said, you know, “By gosh, we
are just going to see that every soldier, sailor, airman, and marine
is going to live in quality housing, and what is it going to take to
do it? We are going to do it.” I would just like to know what that
number is.

Mr. PENN. You said on-post. Can we go off-post as well, because
Navy doesn’t——

Mr. EDWARDS. Yes. I didn’t want you to have to go out and evalu-
ate every home that someone is living in on the private sector, or
on BAH—family housing. Family housing, you bet, if it is on-post,
off-post. Don’t worry about the Basic Allowance for Housing num-
ber; that would be hard to get a handle unless you did an inventory
of where everybody lived.

HOMEOWNERS ASSISTANCE PROGRAM

Secondly, the Homeowners Assistance Program: Given the same
economic problems that are creating liquidity problems for some of
our private home partnerships, it is also creating problems for our
servicemen and women when they are having to sell their home be-
cause their country asks them to be stationed in another commu-
nity in another state. So many of them are having to sell their
homes at absolute fire-sale prices.

We have put $550 million in the stimulus bill to help the Home-
owners Assistance Program. I am not sure, Secretary Arny, if that
is under your jurisdiction or not, but do you, or any of you, have
any thoughts about how that money will be used and how serious
of a problem is this out there?

Mr. ARNY. We are working very closely with the Army; we have
set up a working group with all the Services, but the Army is the
lead agent for that. We should be back to you within a month as
to how big the problem is and how we are going to control that,
but that is a wonderful start towards—I mean, our top priority are
the wounded warriors and the families of the fallen that have had
to move.

Mr. EDWARDS. So you could even—it applies even to widows, if
somebody has

Mr. ARNY. Absolutely.

Mr. EDWARDS [continuing]. Lost his or her spouse in service to
country in combat, they have got to move—not only go through the
grieving process, but just get a shalacking in terms of their loss on
their home if they——

Mr. EASTIN. What we are developing is guidelines on how this
will work, because I think this is a worthy program, but you can
start playing games, for lack of a better word, with how much I lost
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as account of this, and that is where I don’t want—I don’t want to
get the foul of the same problems that we have seen around in the
financing area, where, you know, you write something down and
the somebody games it for you. So we have got to do this very care-
fully. It is a lot of money, and it couldn’t go to a better place. We
have gotten, I would say, a couple hundred inquiries—we have a
Web site set up——

Mr. ARNY. It already has a Web site and we already have forms
online.

Mr. EASTIN. A hundred hits a day.

Mr. EDWARDS. I think it is important to send a message to our
servicemen and women that when you buy a house it is not a risk-
less investment. They have to understand, if they want upside bet-
ter than Treasury note interest rates, there is risk involved.

So I know there is a balancing act. At the same time, we are in
potentially the deepest, longest recession we have had since the
Great Depression at a time where, with BRAC and global repo-
sitioning, we are moving a lot of people around at the country’s re-
quest, and there ought to be some balance to help those.

Mr. CARTER. Mr. Chairman, can I——

Mr. EDWARDS. Judge Carter.

Mr. CARTER. My friend brought this up to me: The way I under-
stand the program, it is that you have to have—you can’t have
bought your house after June of 2006. Those people don’t qualify
if you bought your house after June of 2006, and there is an awful
lot of folks that are moving from Hood to Carson that have homes
that were purchased after June of 2006. I don’t know the answer
to that. We have been asked that question.

Do you know, Mr. Chairman, if that applies to the HAP pro-
gram?

Mr. EDWARDS. The answer is yes.

Mr. CARTER. I thought so. And that is an issue, because, you
know, we are moving to fourth ID to Carson, and that is going to
be an awful lot of soldiers, and——

Mr. ARNY. It was tied to when the markets started dropping, is
what I am told, but we will look at it. Again, we have got a work-
ing group together, and as you know, it was done fairly quickly,
and we may need improvements to it as it goes on.

Mr. EDWARDS. Will the highest priority be given to

Mr. ARNY. Absolutely. Wounded warriors—that is the number
one on everybody’s list.

Mr. EDWARDS. Okay.

Mr. ARNY. Also, I think our general philosophy is, we will not
make you whole, but we will reduce the amount of pain. And we
have got to figure out what that is, because I agree with you, we
don’t what to—and we also need to parse it down to look at, you
know, who put no money down and lost a lot, who put 20 percent
down, you know, how do you—and then lost their 20 percent—how
you balance that off. It is a lot of questions in there.

Mr. EDWARDS. Okay. Thank you.

Mr. Wamp.
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KOREA HOUSING

Mr. WaAMP. Secretary Eastin, despite the fact the Reggie White
was from my district and Usher is from my district, my most
prominent constituent is a guy named General B.B. Bell, who is
back home—and Katie is very sick, by the way; When he was here
last year, and we will hear this later, the realignment on the Ko-
rean Peninsula was of interest and Camp Humphreys was a unique
kind of a situation. Can you update us on those 2,400 housing units
there?

Mr. EASTIN. Sir, I would be happy to, but I will refer this to my
deputy, Joe Calcara, who knows this issue backwards and for-
wards, and I am only here

Mr. CALCARA. We have reached an agreement—in December—
late December and early January. He is going to lay out the project
using a private finance-type approach. The project is currently in
underwriting. We expect to have a mock closing in early May, and
then have an official closing in June.

The first 1,200 units will—construction will start immediately on
those sometime in July. That should be ready for the 2012—a thou-
sand units will be in the second tranche, and we will probably have
a second closing maybe 12 months after the first one, and that
builds out the remaining number of units, the 2,400.

Pinnacle is the master developer. It is an RCI and I think a
Navy housing partner, and they perhaps—in the Air Force. It is a
well known agent. Construction will be by Samsung, which is one
of the largest Korean construction contractors. There is a huge
amount of equity in the deal, so we feel very comfortable we will
get to underwriting. We are dealing with the liquidity issues, but
at last point we had 28 investor:

We also have relatively conservative underwriting elements in
the transaction, so I think the project will close. I am pretty con-
fident of that.

Mr. WAMmP. Good report. Thank you.

Thanks, Mr. Chairman.

MARKET LIQUIDITY

Mr. EDWARDS. Could I ask a follow up on the liquidity issue that
Judge Carter raised? Do we think that providing additional public
capital would help open up private investment dollars? For exam-
ple, if we had enough federal dollars to go in where there is 20 per-
cent down, 30 percent down, or whatever number you want to use,
is that how we address this, because this is a serious problem?

Mr. ArNY. Well, Joe—I would like my deputy to comment on
that, because he has been working on this, if you don’t mind.

Mr. EDWARDS. Sure, absolutely. Have him come to the table,
since Judge Carter is gone.

Just for the record, if you would identify yourself.

Mr. SIKES. I am Joe Sikes, the director for housing for Mr. Arny.
And the answer to that would be that all of the Services have been
talking to their individual financial people, and we think that
maybe Fannie Mae and Freddie Mac coming into this with some
guaranteed authorities might actually free it up. Putting more
money at it would effectively just do more MILCON, if you will,
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and certainly that can help build some more houses, but I don’t
think it really helps free up the private sector lending.

We are also looking at taking some of the guarantee authorities
we used in the beginning of the program for base closure guaran-
tees, turning those into some sort of 1-year debt service or a guar-
antee to eliminate having to put aside money, which is being re-
quired right now because that doesn’t exist in the market anymore.
So we are not totally sure how to get the market to move, but we
are talking to all parts of it we can, and each of the Services privat-
ization arms are going and talking to their partners about their
specific projects to see what they need to do to get the

Mr. EDWARDS. I don’t know if we could find the money, but if be-
tween now and our mark up you were to find that X number of dol-
lars would, for whatever reason, open up Y number of dollars, eight
in 10 times the kind of leverage that you testify to, that has oc-
curred in the past. Additional dollars would really allow us to stay
on track, in addition to other avenues that you are pursuing, please
let us know.

And again, I don’t want to suggest we will be able to find the
money, but all of us would like to see this family housing program
stay on track and not have to be delayed because of something that
was absolutely not the fault of the servicemen and women who, de-
spite the recession, continue to get deployed to Iraq and Afghani-
stan, and as you know better than anybody, continue to make tre-
mendous sacrifice.

GUARANTEED LOANS

Mr. BILLINGS. Mr. Chairman, one of the things that the Air Force
is doing with our guaranteed loans is—they were originally struc-
tured for payments at the end, when they were complete.

Now, as houses are completed, we are freeing up cash to continue
to allow them to move forward during this time. We have restruc-
tured these loans—allowing partial payments for completed houses,
as opposed to the end. This is allowing us to free up a little cash
right now.

Mr. EDWARDS. Do you audit the return on investment for these
companies? I didn’t realize when we first got into this—and I am
thrilled at the good things that have happened—we worked 8 years
to put this plan in place—but they are very highly leveraged. They
are putting up a relatively small amount of equity and then
leveraging that greatly. Can you monitor, on an installation-by-in-
stallation basis, what kind of return on equity we are making?

Mr. SIKES. Yes, sir:

Mr. EDWARDS. What is their average return on equity?

Mr. SIKES. It is going to vary greatly by project, but a lot of them
are——

Mr. EDWARDS. Okay. Just to pick a project, since that is the one
where I looked at the housing with Mr. Carter recently, could you
get me the numbers for Axis lend-lease at Fort Hood?

Mr. SIKES. Yes, sir.

[The information follows:]

A typical housing project under the Military Housing Privatization Initiative

(MHPI) includes a one to three percent private equity investment, with the private
partner/owner earning a 12 percent return on investment. In addition, the private
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sector partner/owner earns fees for construction, development and property/asset
management. MHPI project fees range from three to five percent of development
and property/asset management costs, and four to six percent of construction costs,
with up to 50 percent of the total fees being incentive based.

Fort Hood military housing was privatized in October 2001 and was the first
project negotiated under the Army’s Residential Communities Initiative (RCI). The
project finances in the Fort Hood deal structure reflect market conditions at that
time, including the perceived risks of lender participation in projects under the rel-
atively new MHPI program. The Fort Hood project features a two percent private
sector equity contribution that earned a 12 percent preferred return during the ini-
tial development phase (IDP). The Ford Hood project features a five percent total
fee (four percent base and one percent incentive) for developer and property/asset
management costs, and features a 5.1 percent total fee (3.6 percent base and 1.5
percent incentive) for construction.

Additionally, following completion of the IDP, total return on equity is capped at
25% subject to financial performance of the project. These terms were consistent
with market returns when the project closed in 2001. One of the lessons learned
from the privatization program is that private equity is the most expensive form of
capital and, as a result, requirements for private equity have been relaxed in later
projects.

Mr. EDWARDS. I would like to see—if a company is making a, you
know, a responsible return on equity, then we have no right to ask
them—we have no contractual right to ask them to do more. But
if they were making a return on equity that were to be double or
triple what investors are receiving out there in the private market,
it would make me want to find a way to sit down at a table and
talk to them about whether they should wait till 2034

Mr. ArNY. I think you will find they are all conservative, because
they also have management fees—their total income isn’t coming
off their investment. They have management fees that vary based
on our satisfaction for them, too.

Mr. EDWARDS. Does their return on equity count what they are
making in management fees?

Mr. SIKES. No. They are normally not——

Mr. EDWARDS. Could you include that, just to pick one example
so I can look at one that I am familiar with at Fort Hood, include
how much they are also making in management fees? I don’t rep-
resent it anymore, but I know the person that does.

Mr. SIKES. Sir, we will get that for you. But one thing that Mr.
Arny was indicating was, if you remember at the beginning of the
program we were demanding 10 percent equity, and we backed off
on that because we realized if we were paying 12 percent on that
we wouldn’t be getting as many houses. So one reason why it is
where it is is because they don’t actually have that much equity
in it; they mostly make their money off of fees, and that causes
them to stay around, which is what our original intent was, that
they would have partners that weren’t trying to run out on us as
soon as they get their equity back up, but partners that would stay
for 50 years.

We will get you that data, though.

Mr. EDWARDS. Okay. I don’t have any additional questions.

Thank you for your testimony and for your service every single
day. We will stand recessed at the call of the chair.

[Questions for the record submitted by Chairman Edwards:]

NAavy UNACCOMPANIED HOUSING

Question. 1 understand the Navy is working on a Bachelor Housing Master Plan
to complete the Homeport Ashore initiative and provide all sailors with adequate



305

housing. When will this plan be completed, and will it have an impact on the FY10
budget request?

Answer. The Bachelor Housing Master Plan is expected to be completed in Sep-
tember 2009 and will not have an impact on the FY10 budget request.

Question. As part of this plan, will the Navy establish a standard for room con-
figuration and living space?

Answer. The Navy will be constructing 1 + 1E units (2 bedroom, 1 bath apart-
ments with kitchenette and laundry) to address our Homeport Ashore deficit.

Question. How many training barracks spaces does the Navy currently have? Is
the Navy able to determine how many of these spaces are adequate?

Answer. The Navy has more than 100 facilities designated as training (dormitory)
barracks. This provides approximately 10,000 rooms with 39,000 individual spaces
in support of Navy training. Based on both the condition and configuration of facili-
ties and their quality ratings (Q-Ratings), 40% of dormitory facilities are considered
not mission capable (Q4).

MARINE CORPS BARRACKS MODERNIZATION/GROWING THE FORCE

Question. The Marine Corps is on track to meet its Growing the Force target end-
strength of 202,000 by the end of fiscal year 2009. Even though the Marine Corps
was provided an unprecedented amount of funding for barracks construction in
FY09, clearly the MILCON program has not moved fast enough to accommodate all
new unaccompanied marines while satisfying deficit and adequate barracks require-
ments for the pre-GTF force. Please explain the strategy you are using to house un-
accompanied marines until the Commandant’s barracks initiative is completed in
2014, with specific reference to the use of relocatable facilities and existing inad-
equate (including gang head) barracks.

Answer. The Marine Corps is grateful for the support Congress has given us, es-
pecially your Subcommittee. Barracks are a critical facilities element in supporting
our war-fighters and the Base Enlisted Quarters (BEQ) Campaign Plan is an inte-
gral part of efforts to improve the quality of life of our enlisted Marines and Sailors
in our barracks. Because the Marine Corps has a significant and continuing bar-
racks requirement, we have dedicated a large portion of our MILCON facility invest-
ment to barracks replacement projects. Our primary focus remains housing our jun-
ior enlisted bachelor personnel in pay grades of E1 through E5. When the Marine
Corps undertook its Barracks Initiative, we intended to reach our goal of a 2+0 room
standard by 2012 for an end strength of 180,000. With the direction to Grow the
Force to an end strength of 202,000, we have had to push that goal to 2014. It
should be noted that the Marine Corps has a permanent 2+0 waiver of the 1+1 mod-
ule DoD standard.

The Marine Corps does not currently have existing excess barracks capacity at
our installations to support this personnel increase. Given the expectation that in
many locations Marines will arrive under the Grow the Force initiative before final
construction of associated barracks is realized, we are relying on a variety of means
to accommodate this growth. These means include use of relocatable barracks at
specific locations, greater reliance on Basic Allowance for Housing (BAH), and maxi-
mizing the use of existing facilities through temporarily increasing densities, slow-
ing the demolition of older facilities, and temporarily reducing the size of units we
would normally require to be housed together under our unit integrity concept. For
example, where BEQs are underutilized, we will billet Marines by unit below the
battalion/squadron level (e.g. maintain company or platoon integrity) to maximize
utilization of the barracks. In limited instances, barracks with gang heads that have
been kept for use in surge conditions, have been utilized.

All new and replacement BEQ spaces will be constructed to the USMC 2+0 room
standard, with shared rooms (1 Marine per “space”) for E1-E3 and private rooms
(1 Marine per “2 spaces”) for E4-E5. Where space is limited we are increasing au-
thorization of BAH own-right for senior NCOs. This allows senior NCOs to live on
the local economy, and helps ease the temporary room shortage. On some bases and
stations we will maximize BEQ efficiency by billeting up to three junior Marines in
a room and two corporals in a room. As a temporary measure, we will look to billet
Marines in surge/overflow barracks during whole barracks renovations.

At locations where relocatables are part of our temporary solution, we are ensur-
ing they are of a quality and supportability to maintain adequate habitability and
quality of life for the duration of their use, and built well enough to minimize any
maintenance tail associated with them. They are much more durable, functional,
and aesthetically pleasing than many previously used relocatable facilities. Use of
these facilities is also limited to a length of service keyed to the completion of the
MILCON project they are supporting—they will not be kept for future contingencies.
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Thank you again for your continued support of this program. Through the great
work of our recruiters and outstanding retention efforts in the field we will reach
our target end-strength ahead of our programmed BEQ construction plan; however,
we do have a plan that provides adequate interim solutions for housing our Marines
ka;nd will achieve the Commandant’s desired end state of a 2+0 assignment standard

y 2014.

WOUNDED WARRIORS BARRACKS

Question. Please describe the configuration of Marine Corps Wounded Warrior
barracks, how this differs from standard 2+0 unaccompanied quarters, and how the
layout serves the recovery and transition process.

Answer. All Marine Corps barracks rooms in the Wounded Warrior barracks are
configured to be fully accessible to the physically handicapped. Enhancements in the
Wounded Warrior barracks include: wheelchair accessibility ramps; larger auto-
mated opening doors; elevators; Americans with Disabilities Act compliant laundry
rooms; larger rooms; tilt mirrors; roll-in showers; low sinks and counters. Emer-
gency call buttons will be provided to ensure a higher degree of safety for Marines
who may experience unforeseen complications or difficulties during their recuper-
ation. The larger rooms will facilitate storage and use of wheelchairs as well as
adaptive equipment, extra prosthetic devices, and specialized athletic equipment.
Specialized dietary requirements will be facilitated by the on-site common kitchen
facility. On-site multipurpose rooms will be used for physical therapy, massage, and
interactions with health care professionals as required. Counseling rooms will be
used by a variety of transition specialists meeting with Wounded Warriors such as
Career Retention Specialists; Veterans Administration counselors; Veterans Services
Organization representatives and Physical Evaluation Board counselors. Lounges
within the barracks provide the opportunity for recovering Wounded Warriors to
provide and obtain peer support and interaction. The paved fitness trails will pro-
vide the degree of safety and trafficability required for our Marines who need a
level, hard surface to recreationally rehabilitate. These enhancements will give
Wounded Warriors greater mobility to move around and to use the facility inde-
pendent of assistance, and for all our Wounded Warriors these enhancements will
greatly increase their confidence and morale. Our standard barracks do not have all
of these enhancements, although it is a requirement for all of our newly constructed
standard barracks to have a minimum of 2 rooms on the ground floor designed as
physically handicapped accessible rooms.

Finally, the Wounded Warrior barracks will be part of the Wounded Warrior cam-
puses at Marine Corps Bases Camp Pendleton and Camp Lejeune. Centralization
of the Wounded Warrior population will facilitate communication of essential up-
dates and ease accountability for Marines and sailors in residence. Consolidation of
our Wounded Warriors will also reduce the transportation requirement. The many
features of this robust facility are essential to support the recovery and transition
of our Wounded Warriors.

Question. What is the size and composition of a Wounded Warrior unit in the Ma-
rine Corps?

Answer. The Wounded Warrior Regiment Headquarters and its Battalions are
currently staffed as follows:

#Staff: MIL CIv CTR ToT

Regiment Staff: ... 70 19 33 122 (19 of military are mobilized 27%)

Bn East Staff: . 75 7 21 103 (59 of military are mobilized 79%)
Bn West Staff: ..... 61 10 13 84 (38 of military are mobilized 62%)
Total: 206 36 67 309 (116 of military are mobilized 56%)

(#Note: Staff number does not include Marine for Life program which is not dedicated to injured support mission.)

WWR Patients Tracked and Owned:

WWR HQ Owned: 10

LODs: 413

ADSW Medical Hold: 10

Medical Hold: 288

District Injured Support Cells: 647
BN East Owned: 362

BN East Tracked: 599

BN West Owned: 56

BN West Tracked: 873

WWR Total: 3,258
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FAMILY HOUSING—GENERAL

Question. You state in your testimony that the Army will commit to a “renewed
focus and investment” in housing. What specifically is meant by this statement? Do
you feel that Army family housing efforts have been insufficient?

Answer. What 1s meant by the statement is that the Army is constantly looking
for opportunities to improve its Family housing and single Soldier housing pro-
grams. We are proud of our programs, but not so proud that we think they are per-
fect. We have standards and procedures that specify the conditions in which Sol-
diers and Families should be housed. But where we fall short, we try to learn what
went wrong, and how to fix it in the future.

The best way to understand the statement is to examine it in context with the
portion of the testimony that covered barracks programs. In the aftermath of con-
cerns about barracks conditions last year, the Army conducted a sweeping inspec-
tion of our barracks worldwide to ascertain the extent of the maintenance and facil-
ity issues we were facing. We took immediate actions to correct deficiencies when-
ever they were uncovered.

We sought to learn from the situation last year by making important changes to
the way we manage our barracks. The combination of changes we have made, under
the broad mantle of the “First Sergeants Barracks Initiative,” exemplifies our over-
all a}g{)roach of seeking opportunities to improve our housing programs whenever
possible.

Lastly, the Army is focused in our construction, sustainment, restoration, and
modernization programs to buy out our barracks requirements for permanent party
barracks by FY 2013 and training barracks by FY 2015.

Housing Market Analyses have identified several Grow-the-Army installations
that have shortfalls in available family housing.

Question. Which specific installations have an insufficient end-state of available
family housing, and what is the deficiency at each installation?

Answer. Based on the latest approved Housing Market Analyses (2007—-2008), the
following installations are projected to have an insufficient supply of Family hous-
ing.

Fort Bliss, TX—2,690 units

Fort Bragg, NC—150 units

Fort Campbell, KY—50 units

Fort Carson, CO—952 units

Fort Drum, NY—1,762 units

Fort Gordon, GA—459 units

Fort Knox, KY—246 units

Fort Lewis, WA—1,272 units

Fort Polk, LA—179 units

Fort Riley, KS—313 units

Fort Sill, OK—78 units

Fort Stewart, GA—91 units

Fort Wainwright, AK—230 units

USAG Oahu, HI—1,056 units

White Sands Missile Range, NM—793 units

Question. Please provide a detailed plan of how the deficiency at each installation
will be addressed.

Answer. The Army relies on the local community to provide most of the housing
for Army Families. All of the installation Family housing inventories with projected
deficits are privatized or scheduled for privatization through the Army’s Residential
Communities Initiative (RCI). Where Housing Market Analyses project an insuffi-
cient supply of Family housing, the Army has engaged with local community leaders
to see how we can help to encourage local housing development for Soldiers. In sev-
eral cases, local development alone may be insufficient to supply the housing when
needed, and therefore, the Army is programming additional funding to contribute
to the RCI project to build additional Family housing units. The list below details
the Army’s strategy to meet Family housing requirements.

Fort Bliss, TX—Use additional equity (FY08-09) and encourage local develop-
ment.

Fort Bragg, NC—Use additional equity (FY08).

Fort Campbell, KY—Rely on local community.

Fort Carson, CO—Use additional equity (FY08-09).

Fort Drum, NY—Encourage local development.

Fort Gordon, GA—Rely on local community.

Fort Knox, KY—Seek additional equity and rely on local community.
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Fort Lewis, WA—Use additional equity (FY08) and encourage local development.

Fort Polk, LA—Seek additional equity.

Fort Riley, KS—Rely on local community.

Fort Sill, OK—Seek additional equity.

Fort Stewart, GA—Use additional equity (FY09).

Fort Wainwright, AK—Privatize in FY09.

USAG Oahu, HI—Rely on local community.

White Sands Missile Range, NM—Seek additional equity and encourage local de-
velopment.

HOUSING SERVICES

You state in your testimony that the fiscal year 2010 budget will support staff
and facilities required to enhance housing assistance services for soldiers and fami-
lies living off post.

Question. What level of staff and funding increases are necessary for this purpose?

Answer. Current staffing and funding levels are adequate. As Grow the Army ini-
tiatives are realized at Army garrisons, we will increase staffing as necessary. The
Army recognizes the various stationing actions, combined with the housing market
downturn, will result in many Soldiers and Families looking to receive help from
our housing service offices. The Army is focused on improving the quality of the
housing services we provide, and being responsive to the needs expressed by our
service members and Families.

Question. Please provide a specific list of new facilities that will be needed to sup-
port increased services.

Answer. No new facilities are currently required to provide services. Existing
housing offices will be utilized in their present locations. The American Recovery
and Reinvestment Act of 2009 provides funding for the upgrade of three Housing
Support Offices, and signage and flooring for another 56. We are currently review-
ing requirements for all garrison housing offices for future programming of repair,
upgrade, or replacement.

ForT HUACHUCA/YUMA PROVING GROUND RCI

The Army recently indicated its intent to award a project for Fort Huachuca and
Yuma Proving Ground in which the initial development cost would be $110.2 mil-
lion, with the developer securing $90.4 million from the private sector and providing
$1.8 million of its own equity. The balance of the funds, according to Army, would
Eomde from “net operating income and interest earned on the construction escrow
und”.

Question. Please explain in greater detail how this will work.

Answer. Net Operating Income will be generated through rent collections by the
RCI project in the process of providing housing to residents. This source of funds
is the money that is left after the expenses of the project have been paid. The RCI
project will receive rent from residents and will use a portion of these funds to pay
for utilities, maintenance, and other operating expenses. The money that remains
after paying project costs will be used as a source of funding for a portion of the
project’s development work, including the replacement and renovation of homes.

Another source of development funds is the interest income that can be earned
from construction escrow funds. Construction escrow funds are designated for build-
ing new homes and renovating existing homes over the next few years of the project
and can be invested in an interest-bearing account. These funds earn interest in-
come for the project while in escrow accounts and the interest earnings add to the
total funds available for project development.

Question. Has the Army taken this approach on any other RCI projects?

Answer. Every RCI project has included the Net Operating Income generated
from the particular project as part of the funding for the development of new and
renovated homes. This income from each RCI project, after covering project ex-
penses, provides a payment to the accounts designated for that project’s develop-
ment. Also, each project maintains construction escrow accounts that earn interest
payments on these invested funds until they are withdrawn to construct new and
renovate existing homes. This interest income serves as another source of funds for
the development.

BARRACKS

Question. In May 2008, the Army informed Members of Congress that $10 billion
in future investment would be necessary to eliminate inadequate barracks. Adjust-
ing for fiscal year 2009 funding levels, what is the total investment (including mili-
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tary construction and O&M funds) that the Army now requires to eliminate inad-
equate barracks?

Answer. As of fiscal year (FY) 2009 budget submission, the Army needs $8.3 bil-
lion from FY10-13 to provide quality barracks that meet Army standards for Sol-
diers in permanent party and training barracks to keep the buyout of inadequate
barracks on track for FY 2015.

Question. Please provide a year-by-year funding and project schedule that shows
how Army will fund the buyout of inadequate permanent party barracks by FY
2013, and training barracks by FY 2015.

Answer. The fiscal year (FY) 2009 President’s Budget Request identified funding
required each year to buyout is as follows:

Permanent Party Barracks

$725 million—FY10
$1.9 billion—FY11
$1.3 billion—FY12
$1.6 billion—FY13

Training Barracks

$724 million—FY10
333 million—FY11
$913.2 million—FY12
5816 million—FY13

Additional funding will be required in FY14-FY15 to complete the training bar-
racks buyout. Once the FY10 President’s Budget Request is released, these figures
may change, and we can update you at that time.

Question. You state that “any soldier found living in a substandard room has
been, and will be, relocated.” For this purpose, what does “substandard” mean?

Answer. The term “substandard” is defined as housing that does not provide a de-
cent, safe, sanitary, and habitable accommodation in good repair; housing that does
not meet minimum space and privacy standards; and housing that does not provide
separate and secure male and female sleeping and bathroom facilities.

Question. You state that “we have transferred barracks ownership from deploying
units to the garrison in order to better maintain them at an acceptable standard.
We are now centrally managing our barracks. Why didn’t IMCOM already centrally
“own” and maintain barracks? Wasn’t that part of the purpose for which IMCOM
was created? What role does IMCOM play in barracks maintenance and repair?

Answer. From the outset, the Installation Management Command (IMCOM) has
owned and maintained barracks; however, the day-to-day barracks management was
shared with the occupying units. The operating tempo of the Overseas Contingency
Operations revealed that the units could no longer devote time to barracks utiliza-
tion and management. To rectify this, IMCOM initiated the First Sergeants Bar-
racks Initiative (FSBI), which provides room-by-room barracks accountability. Under
FSBI, garrisons are now responsible to identify, report, and correct barracks defi-
ciencies.

Question. Under the First Sergeants Barracks Initiative, how does a given soldier
take concerns about living conditions to the chain of command so that an official
with the decision making and funding authority can correct the problem?

Answer. Under FSBI, the Soldier takes their concerns about living conditions to
the Garrison Commander’s Housing Office. The Housing Office will then ensure the
concern is addressed in a timely, effective, and economical manner.

Question. What are the specific responsibilities of the sergeants major who have
been placed at directorates of public works?

Answer. The Directorate of Public Works (DPW) Sergeants Major (SGM) provide
the Garrison Command Sergeant Major (GCSM) with critical insight into installa-
tion support requirements. DPW SGMs have installation engineering and infra-
structure management expertise as well as vast operational experience that is very
valuable to the installation. On larger installations, the DPW SGM is responsible
for monitoring facilities renovations and duties to ensure that all life, health, and
safety issues are identified and corrected.

Some of the specific duties performed by the DPW SGM are:

(1) Meet and foster positive working relationships with all of the unit command
teams and civilian partners on the installation, especially with the installation
grounds and maintenance teams and all Unaccompanied Personnel Housing (UPH)
managers. DPW SGM is a member of the Installation Planning Board and a Master
Planner with continuity of “Soldier Care” in mind.
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(2) Monitor First Sergeant’s Barracks Initiative (FSBI) and barracks renovation/
construction projects as well as provide input to the installation command team and
solicit feedback.

(3) Support the Barracks Manager by being the conduit between barracks resi-
dents and their chain of command.

Question. At what threshold do mold conditions in barracks present what the
Army considers an unacceptable risk to soldier health?

Answer. The presence of mold is unacceptable from a quality of life perspective,
even if it does not pose an immediate health risk.

Black mold, specifically, is toxic and may have an adverse impact on a Soldier’s
health. Upon detection of what appears to be black mold by a Soldier or through
a routine inspection, the appropriate medical officials are notified to determine if
the mold is unsafe. An air quality test may be conducted if necessary. If mold is
found within the barracks, all efforts are made to remediate it within 24 hours. If
the mold cannot be remediated within 24 hours, the affected Soldier(s) are moved
out of the barracks and housed in a safe environment. Upon complete remediation
of mold, Soldiers are returned to the barracks.

Most installations have contracts with service providers that will respond within
24 hours. Otherwise, the remediation is done with in-house staff. The Installation
Management Command (IMCOM) is notified of any instances of black or toxic mold
through a Serious Incident Report. The IMCOM Command Sergeant Major is also
notified to ensure IMCOM headquarters is apprised of the situation.

Question. How many barracks have been deemed unlivable due to mold condi-
tions?

Answer. The Army has not deemed any barracks unlivable due to mold conditions.
Upon detection of mold, appropriate actions are taken. There have been two in-
stances in which entire sets of barracks have been vacated to remove mold; however,
the Army has not deemed these unlivable as the mold has been successfully remedi-
ated. Where mold has been a persistent and recurring problem in very humid cli-
mates, vacating a facility for an extended period can be an effective method to en-
sure that it has been dealt with properly.

Measures have been put into place to minimize the potential for mold growth and
regrowth in our barracks. Installation Directorates of Public Works are installing
proper vapor barriers and special HVAC systems with ultraviolet lighting that will
kill mold. Barracks are also being renovated and upgraded through the Barracks
Improvement Program to prevent the conditions in which mold grows.

Question. This Committee has received heightened interest in barracks privatiza-
tion for junior enlisted in the past year. Putting aside concerns about the payment
of BAH, are there any concerns that you have about barracks privatization, speak-
ing purely from the installation management side?

Answer. From the installation management side, some of the concerns regarding
barracks privatization for junior enlisted Soldiers include adjustments to Army cul-
ture and command, assignment policies, deployment issues and the current state of
the financial markets. The Army has approved a portion of privatized unaccom-
panied quarters for single Staff Sergeants (E-6) and above at five Army installa-
tions where there were housing shortfalls for those grades. We will continue to mon-
itor the Army’s existing Unaccompanied Personnel Housing privatization projects as
well as the Navy’s pilot program.

Question. What is the Army standard for training barracks?

Answer. There are different space and privacy standards for training barracks
based upon Soldier grades and the type of training program. Basic Training and
One Station Unit Training barracks are configured for open bay living spaces with
common area latrines. Advanced Individual Training barracks are configured for
two Soldiers per living area with a shared bathroom.

GUARD AND RESERVE

Question. How will the Army increase housing opportunities for mobilized Guard
and Reserve soldiers?

Answer. The Army is reviewing how to best accommodate the approximate 60,000
Reserve Component Soldiers that mobilize annually. The Army is considering estab-
lishing primary mobilizations centers potentially at Camps Shelby and Atterbury,
and Forts Drum, Bragg, and McCoy; however, the Guard and Reserve have addi-
tional requirements to provide quality training facilities at many installations.
Much of that requirement will be identified in future budget submissions.
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WARRIOR TRANSITION

Question. Provide a list of the 36 Army Warrior Transition Units, and the size
of each unit.

Answer. The accompanying list details Warrior Transition Unit locations and
sizes. The Warrior in Transition population is a snapshot in time. Actual numbers
of Warriors in Transition is constantly in flux as patients complete their treatment
and new patients arrive. WTUs are closing at the noted locations because of de-
%%%ing patient loads, or in the case of Fort Lee, realignment with the Fort Eustis

Warrior in
# Installation Location transition Cadre Total
population
1. Ft Richardson AK 105 57 162
2 Ft Wainwright AK 85 30 115
3 Ft Rucker (WTU closing) AL 2 5 7
4 Redstone Arsenal (WTU closing) .... AL 11 6 17
5 Ft Huachuca AZ 50 22 72
6 Ft Irwin CA 48 17 65
7 Balboa (Navy) CA 63 21 84
8 Ft Carson co 534 243 177
Walter Reed Army Medical Center .........c.ccocoveveeneee. DC 683 232 915
Ft Stewart GA 354 169 523
Ft Benning GA 307 136 443
Ft Gordon GA 445 160 605
Schofield Barracks HI 257 109 366
Ft Riley KS 270 123 393
Ft Leavenworth (WTU closing) ........ccocoveerseenneinnrinns KS 20 4 24
Ft Campbell KY 512 250 762
Ft Knox KY 308 132 440
Ft Polk LA 180 114 294
Ft Meade MD 108 26 134
Ft Leonard Wood MO 151 54 205
Ft Bragg NC 614 222 836
Ft Dix NJ 102 48 150
Ft Drum NY 359 132 491
West Point NY 102 33 135
Ft Sill 0K 93 42 135
Ft Jackson SC 90 35 125
Ft Sam Houston X 568 183 751
Ft Hood X 734 460 1194
Ft Bliss 1S 257 117 374
Ft Belvoir VA 68 27 95
Ft Eustis VA 134 51 185
Ft Lee (WTU closing) VA 49 25 74
Ft Lewis WA 121 232 653
Schweinfurt, WUEIZbUIE .....covevreviveeeeeeeceveene GE 143 56 199
Heidelberg GE 17 36 53
Landstuhl GE 138 57 195

Question. How are the Uniform Federal Accessibility Standards different than the
standards established in the Americans with Disabilities Act?

Answer. The Department of Defense (DoD) adopted new accessibility standards in
2004 (Americans with Disabilities Act and Architectural Barriers Act Accessibility
Guidelines) which requires access for persons with disabilities to federally funded
facilities. The new standards replaced the older Uniform Federal Accessibility
Standards (UFAS) and the Americans with Disabilities Act Architectural Guidelines
(ADAAG).

Due to some subtle statutory differences between the Americans with Disabilities
Act of 1990 (ADA) and the Architectural Barriers Act of 1968 (ABA), the imple-
menting guidelines for the two laws are similar but not identical. In addition, the
ADAAG had provisions for features and facilities that were not addressed in the
UFAS including provisions for van accessible parking spaces, public telephones for
the deaf (TTYs), automated teller machines, and transportation facilities. To address
these differences, Army Regulation 420-1 requires Army facilities to comply with
the most stringent accessibility requirement.
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DoD and the Army coordinate compliance issues with the Federal Access Board.
The United States Access Board was created in 1973 and is an independent Federal
agency devoted to accessibility for people with disabilities. The Access Board is re-
sponsible for developing and maintaining accessibility guidelines for the construc-
tion and alteration of facilities covered by the ADA and ABA. The Board develops
and maintains design criteria for the built environment, transit vehicles, tele-
communications equipment, and for electronic and information technology. It also
provides technical assistance and training on these requirements and on accessible
design and continues to enforce accessibility standards that cover federally funded
facilities. A guide on the Board’s website (Attp://www.access-board.gov/) provides
additional information on compliance with the requirements of the ABA and ADA.

FSRM FUNDING FOR BARRACKS

Question. How much FSRM funding did the Army spend on barracks in fiscal
years 2007 and 2008?

Answer. In fiscal years 2007 and 2008, the Army spent about $656 million ($140.1
million and $515.9 million, respectively) of FSRM funds on sustaining, improving
and modernizing barracks.

Question. What is the projected amount of FSRM spending on barracks in fiscal
year 2009?

Answer. During fiscal year 2009, the Army has spent, or will spend, about $785
million of FSRM funds on sustaining, improving and modernizing barracks ($647M
Active, $30M ARNG, $8M USAR). On a related note, the American Recovery and
Reinvestment Act of 2009 (ARRA) directed the Army to spend at least $153 million
for barracks over the course of the legislation’s timeframe (which includes FY 2009).
The Army anticipates spending significantly more on barracks FSRM than the Con-
gressionally directed minimum during the course of executing ARRA funds.

Question. What is the projected FSRM requirement for fiscal year 20107

Answer. For fiscal year (FY) 2010, the Army’s FSRM models project an estimated
requirement of about $600 million to sustain, improve and modernize barracks. At
this time, it is premature to say what amount of FSRM funds will be programmed
against this requirement. Once the President releases the FY 2010 budget, we can
provide additional information.

GOVERNMENT-OWNED FAMILY HOUSING

Question. In a report to Congress, Army indicated that it has over 7,200 Govern-
ment-owned “adequate” homes that need repairs or improvements costing between
$10,000 and $30,000. Although this is not explicit in the report, it appears likely
that th;e largest portion of these homes is overseas, particularly in Germany. Is this
correct?

Answer. Yes. As a result of privatization, the Army’s largest number Government-
owned, on-post Family housing inventory are located at foreign locations. The Army
had expected the elimination of all inadequate government owned to be funded and
completed by 2011 for foreign locations. As a result of stationing decisions at
Baumbholder, Germany, this installation’s status changed from a non-enduring loca-
tion where no construction funds were programmed, to an enduring location. Fund-
ing for Family housing replacement projects will be considered in future budget re-
quests to eliminate the remaining inadequate homes at Baumholder.

PRIVATIZING OF ARMY LODGING

Question. Which installations are in the awarded first group for PAL?

Answer. The first Privatization of Army Lodging (PAL) Group, Group A, include:
Fort Hood and Fort Sam Houston, Texas; Fort Riley and Fort Leavenworth, Kansas;
Fort Sill, Oklahoma; Fort Rucker and Redstone Arsenal, Alabama; Fort Polk, Lou-
isiana; Yuma Proving Ground, Arizona; Fort Myer, Virginia; Fort McNair, District
of Columbia; and Fort Shafter and Tripler Army Medical Center, Hawaii.

Although Fort McNair and Fort Shafter were both initially included as part of
Group A, the due diligence process (conducted in close coordination with the Army)
determined that the demand at these installations is best accommodated at the
nearby locations of Fort Myer and Tripler Army Medical Center, respectively.

Question. When will the first group be completed?

Answer. The first PAL Group, Group A, is scheduled to transfer mid-2009. The
Project is working with the capital markets to finalize lending terms. Once trans-
ferred, the first phase of development will be completed within three years.

Question. What Federal government contributions are being made to the first
group project, and how much private sector capital will be provided?
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Answer. In 2008, the value of the contributed Army Lodging facilities and facility
content was determined to be $36 million. There is no government cash equity con-
tribution, and the scope of the first PAL Project, Group A, is approximately $317
million. All of the $317 million will be funded through private sector capital and
financing.

Question. What is the timeline for groups two and three?

Answer. Any follow-on groups will be dependent upon OSD review and approval
following PAL Group A implementation.
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STATEMENT OF THE CHAIRMAN

Mr. EDWARDS [presiding]. I think we will go ahead and get start-
ed. We have the staff and the ranking member here, so we can
move ahead.

Good afternoon. I would like to call the subcommittee to order.
We are here today to discuss the basing posture of the U.S. Pacific
Command and U.S. Forces Korea and the implications that ongoing
realignments and initiatives will have for military construction and
family housing.

Many experts on foreign affairs believe that the international
system is currently undergoing a great shift in relative power from
the West to the nations of the Pacific Rim. For several years now,
we in this subcommittee have been discussing the massive realign-
ment of forces that is underway in Korea, Japan, and Guam, to
better prepare the U.S. to face its security challenges of the future.

This realignment is totally dependent upon billions of dollars in
military construction funding, which, in conjunction with the gen-
erous assistance of our Asian allies, will provide the facilities that
our forces will need to sustain the U.S. military power in the re-
gion. We will discuss this and other regional issues with our wit-
nesses today.

Before we proceed, I would like to recognize our ranking member,
Mr. Wamp, for any comments he would care to make.

STATEMENT OF THE RANKING MINORITY MEMBER

Mr. Wamp. Well, thank you, Mr. Chairman.

To Admiral Keating and General Sharp, I would just thank you
for your service. It is extraordinary. I can’t help but think that Pa-
cific Command and U.S. Forces Korea are in excellent hands, even
though I know that B.B. Bell left big shoes to fill, especially since
he is now my most prominent constituent.

And all of our hearts and thoughts and prayers are with Katie
and the family at this time, where they are—while they are wait-
ing hopefully to be able to get in line and take care of her phys-
ically.

(315)
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But there are many challenges. Our subcommittee finished its
work in a bipartisan, cooperative way on time last year. A lot of
other things were not finished, so we are very grateful for that
leadership, because we want to honor all of our men and women
in uniform on the MILCON side and our veterans that have served
our country so well.

We are committed to doing that again. And, frankly, all the way
from India east, we know that your commands are really critical
today because of what is happening, west of you and all the other
infrastructure improvements and the big changes in Korea, with
our capabilities with housing and moving a base.

And I talked to Admiral Keating about Guam, because it is still
the big piece of what is happening there in the region. We are in-
terested; we are grateful; we are totally supportive in a bipartisan
way.

We welcome you back again today. It is probably going to be a
crazy 2 or 3 hours here because AIG messes us up. So that is all
I will say. I know we are going to have votes back and forth, but
just bear with us. We will get through the questions this afternoon.

We are grateful for your service and every single man, woman
in uniform that you represent, we want you to know and we want
them to know through you that we are grateful for their service.

And I yield back.

Mr. EDWARDS. Thank you. And well said, Zach.

Our witnesses don’t need an introduction, but they deserve one.

Admiral Timothy J. Keating assumed Pacific Command on March
23rd of 2007. And, Admiral, we are honored that you are here with
us.
Admiral KEATING. Thank you, sir.
Mr. EDWARDS. He has 38 years of service to our nation, after
graduating from the Naval Academy in 1971. He is a naval aviator
with over 5,000 flight hours. And the bio also said 1,200 arrested
landings. In case any civilians didn’t know what that part meant,
I was going to leave that out. But I assume those are carrier land-
ings?

Admiral KEATING. They are, sir.

Mr. EDWARDS. Okay. He was commander of the Northern Com-
mand and NORAD from 2004 to 2007. And thank you for that serv-
ice, as a native of Dayton, Ohio.

General Walter “Skip” Sharp, General, we are honored to have
you here again. And thank you for your service, as well.

He is commander of U.S. Forces Korea and Combined Forces
Command and United Nations Command since June of 2008. He
was born, interestingly, while his father was serving in the Korean
War, another example of the legacy of military families. It always
humbles me how many military—or military leaders are first, sec-
ond, third generation of service to our country in uniform and how
many of the children of our top military officials have sons and
daughters serving.

General Sharp spent 35 years in service after graduating from
West Point in 1974. He has had a variety of command posts, in-
cluding commanding troops in Desert Storm, Haiti, and Bosnia. He
has also served on four Joint Staff assignments. He has three chil-



317

dren, one of whom is married to an Army major stationed in Ger-
many.

Are they still in Germany——

General SHARP. Yes, sir.

Mr. EDWARDS [continuing]. Right now? He is a native of Morgan-
town, West Virginia.

Again, as Mr. Wamp said, we are very honored that you are here
and, most importantly, for your lifelong service and leadership to
our country and to our military.

We would like to recognize you each for opening statements. We
will put any longer, formal statement into the record, but we would

like to recognize you now.
Admiral.

STATEMENT OF ADMIRAL TIMOTHY J. KEATING

Admiral KEATING. Great. Thank you, Chairman, Representative
Wamp, Mr. Farr, Mr. Dicks, good to see you all. Thanks for this
opportunity. I have the rare privilege of—how do you do, sir—rep-
resenting the 325,000 soldiers, sailors, airmen, Marines, and De-
partment of Defense civilians who work for us all in the United
States Pacific Command.

You mentioned a point, Chairman. To elaborate, Skip has kin
that are in service. My dad was in the Navy in World War II in
the Pacific, so it is a great privilege to follow in his footsteps. And
g}lr son and son-in-law are both F-18 pilots in the United States

avy.

Mr. EDWARDS. Wow. That is a great legacy. Thank you for that.

Admiral KEATING. The beat goes on.

If T could take a second of the committee’s time to kind of go over
the strategy—of the Pacific Command and tee it up in kind of a
numerical fashion, we are privileged to represent folks who occupy
about 50 percent of the service of the Earth, half the world’s popu-
lation, 36 countries in our AOR.

Five of our Asia Pacific nations are allied to us through formal
treaties. Skip lives in one of them. We have the most populous na-
tion, the largest Muslim population, and the largest democracy in
our area of responsibility. We have about two-thirds of the U.S.
two-way trade that is conducted in our AOR.

Interestingly, 15 of the 20 largest ports in the world by volume
are in our AOR. Nine of those are in China. Shanghai is now the
biggest port in the world by volume.

We are pleased with the general state of affairs, and we will be
happy to entertain all questions about those affairs in our region.
And we are optimistic about continued progress.

We are very proud of our legacy and the leadership role that we
have been able to assume in the region. And we are committed to
guaranteeing continued success.

We want to ensure our capacity and capability both enable us to
succeed in our primary mission of defending our homeland and the
interests of our nation and our allies.

To do all that, we employed a partnership readiness presence
strategy. We think it is a blueprint for enhancing our relationships,
and this is a very critical notion for us. It is not just the United
States Pacific Command. It is all of the agencies of the federal gov-
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ernment, the countries with whom we deal, their militaries, their
governmental agencies, and increasingly the private sector that
help us form this cooperation and collaboration partnership that we
think is working very well.

We have been to 27 or 28 of those 36 countries in the 2 years
we have been in command. And a theme that is unmistakable, it
is expressed in varying degrees, but those countries view us, the
United States, not just Pacific Command or U.S. Forces Korea, as
the indispensable partner.

Now, some of them advertise it a little more vocally than others.
Some trumpet it; some keep it very quiet. But it is an unmistak-
able theme, and we are looking to capitalize on that.

Now, for all of that, level of stability and somewhat gradually in-
creasing prosperity for all of those in our country and the increase
of democracy throughout our region—India, for example, has elec-
tions coming up, as does Malaysia, Japan likely to, all of these de-
mocracies in action, there are challenges in our area of responsi-
bility.

Foremost among them, we are dedicated to curtailing and extin-
guishing the spread of violent extremism throughout all of the Asia
Pacific region. Events in Mumbai and ongoing events in the south-
ern Philippines, in particular, reinforce to us the importance of our
mission, progress being made in those countries and in those areas
that we think is significant and bodes well for success in the fu-
ture.

A second area of concern—and Skip lives with this on a daily
basis—technology proliferation, the possibility of chemical, biologi-
cal, or nuclear weapons, worse case of all, to include space and mis-
sile systems, and that, of course, includes North Korea. And we
would be happy to field your questions on developments in North
{){orea, Skip being the guy who handles that as an expert on a daily

asis.

Finally, a few words about the People’s Republic of China. We
made real headway, we thought, in the first half of 2008. Then we
had events, including denial of the port visit by naval ships, and
Taiwan—and China’s suspension of mil-to-mil discussions following
the announcement of the next round of Taiwan arms sales. So we
have not had any significant military-to-military dialogue with the
People’s Republic of China in over 6 months.

So the relationship is clearly not where we would like it to be.
We are also concerned significantly with the People’s Liberation
Army Navy and other agencies’ activity in the South China Sea, as
demonstrated by their efforts to get the USNS Impeccable to leave
its location in an international operating zone, well clear of Chi-
nese national waters, of a couple of weeks ago.

We have resumed our operations there, as it happens. We are es-
corting as we speak the next vessel that is conducting that oceano-
graphic research for us, U.S. armed combatant. It is out of sight
of our ship now, but we will continue to provide response, if nec-
essary, should the Chinese give us further reason to look very care-
fully at their behavior in a maritime domain.

All that said, I remain cautiously optimistic about the future of
our relationship with China. It is of significant importance to us.
We think there is little merit in operating in two separate spheres,



319

so we are looking to bring the mil-to-mil relationship back on a
more collaborative and cooperative basis, hopefully in the near
term.

So thanks for giving us the privilege of giving you a little bit of
the United States Pacific Command perspective. We are always
anxious to have members and staffers come out and visit us to see
the young men and women who are doing the real essential work
for our nation’s success in what we think is an increasingly Asia
Pacific-oriented world.

Thank you, Chairman.

[The prepared statement of Admiral Timothy J. Keating follows:]
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INTRODUCTION

Mr, Chairman and Members of the Committee:

On behalf of the men and women of the U.S. Pacific Command (USPACOM), thank you
for this opportunity to testify before you regarding the military construction (MILCON) needs
and initiatives in the USPACOM area of responsibility (AOR). I would also like to thank
Congress for funding the MILCON accounts for FY09 which have allowed us to begin executing
projects to improve our warfighting capability and the quality of life for our service members.

In November, we published the U.S. Pacific Command Strategy. It underscores the
fundamental importance of sustained and persistent cooperation and collaboration in times of
relative peace to mitigate situations that could lead to conflict and crisis. While it emphasizes
security cooperation and capacity building, it does not signal a departure from our primary
responsibility to fight and win. Instead, it acknowledges the complexity of our security
environment and the importance of proactively employing forces in ways to strengthen
partnerships and support conditions that preclude the necessity for combat operations. Itisa
strategy in which we collectively seek — with our allies, partners and friends ~ multilateral
solutions, recognizing challenges are best met together. Ouwrs is a strategy based on partnership,
readiness, and presence.

1t is hard to overstate the importance of our engagement, both to our national interests
and to the broader interests of all in the region. Having visited most of the 36 nations in the
AOR, I am convinced that our success depends on our ability to understand the complexities and

intricacies of this dynamic region.
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USPACOM readiness and presence support extensive military and civil cooperation in
the Asia-Pacific. In response to several significant natural disasters this past year, our military
forces provided aid through Humanitarian Assistance and Disaster Relief (HADR) operations.
Coordinating with U.S. Government Agencies, U.S. embassy teams, and other Asia-Pacific
nations, our forces provided support to Burma in the aftermath of Cyclone Nargis; in February
and May 2008, our men and women aided China after it was struck first by extreme cold weather
and then by an earthquake; and in the wake of Typhoon Fengshen, the USS RONALD REAGAN
Strike Group delivered critical supplies to outlying areas of the Philippines. The tradition of
non-disaster related humanitarian assistance continued this past summer with the four-month
deployment of USNS MERCY. This multinational, civil-military effort resulted in the treatment

of more than 90,000 people in five nations in Southeast Asia and the Pacific.

EISCAL YEAR (FY) 00 MILCON

MILCON continues to be a vital enabler of ready forces in the Pacific. Because of your support
for our $2.3 billion request in FY09, the USPACOM MILCON program continues to meet
transformation, operational and quality of life requirements. The service components are
aggressively executing the MILCON provided in FY(09. To date, approximately 45% ($1.1
billion) has either been awarded or is out for bid. MILCON has enabled significant capability
enhancements, such as basing F-22s at Elmendorf Air Force Base (AFB) and homeporting the
nuclear-powered carrier USS GEORGE WASHINGTON in Yokosuka, Japan late last year. We
are grateful for the support of Congress and welcome your careful consideration of our request

for the FY'10 budget.
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FISCAL YEAR (FY) 10 MIL.CON

In FY10, USPACOM is postured to request funding for facilities and infrastructure to support
U.S. military forces and their families. MILCON requested by the services in the Pacific AOR is
categorized into four broad areas: Defense Policy Review Initiative (DPRI), Republic of Korea

(ROK) Transformation, Grow-the-Force, and Sustainment.

DEFENSE POLICY REVIEW INITIATIVE

Rapid response in the Asia-Pacific region hinges on flexibility, speed and agility of our military
forces. On May 1, 2006, the U.S. Secretaries of State and Defense and their Japanese
counterparts released the Roadmap for Realignment, which outlines the overall implementation
for the relocation of U.S. forces in Japan. The importance of the Roadmap was reaffirmed in
February 2009 in a second agreement signed by Secretary of State Clinton and her Government
of Japan counterpart. Moreover, the Defense Policy Review Initiative (DPRI) agreed to with
Japan will improve our ability to effectively employ U.S. forces while addressing the concerns of
the Japanese populace. Japan is shouldering most of the costs associated with the planned
posture changes. Per the agreement, U.S. MILCON funds are necessary to complete the
remaining facility construction and other infrastructure needs on Guam.

Guam: Guam-based forces offer strategic flexibility and maneuverability needed for

prompt action in response to theater contingencies and peacetime engagement. MILCON
funding is a vital enabler to the movement of the Marines to Guam. FY10 begins the agreed
upon estimated $10.3 billion construction effort under the Roadmap for Realignment with Japan
to reposition approximately 8,000 Marines from Okinawa to Guam with a target completion date

of 2014. Under the agreement, Japan will provide $6.1 billion of the funding with the U.S.
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providing the remaining $4.2 billion. We are hopeful the first increment of Japanese funding to
support the realignment will be approved in Japan’s Fiscal Year 2009 (April 2009-March 2010).
MILCON funding will provide enduring projects such as utilities and airfield pavement to
beddown Marine aviation at Andersen AFB, wharf improvements, and the relocation of a
military working dog facility at the Navy base. Investments are also needed to improve off base
infrastructure, including selected roads and bridges critical to the successful throughput of

materials necessary for the construction effort.

REPUBLIC OF KOREA (ROK) TRANSFORMATION

Similar to Japan, agreements with Korea made under the Security Policy Initiative (SPI) provide
strategic flexibility for U.S forces while allowing ROK forces to take on a greater role in the
future defense of the Peninsula. Although ROK is providing much of the funding for the
planned posture changes, MILCON funds are needed for appropriate facility construction and
other infrastructure needs.

As we restructure forces in Korea, MILCON investments will enable USPACOM and the
Service Components to better employ U.S. forces, protect national interests and demonstrate our
enduring commitment to the region. Projects for the initiative include relocating U.S. troops out
of downtown Seoul, returning the majority of Yongsan Army Garrison to the ROK, and
consolidating the remaining troops into two hubs south of Seoul. This effort positions U.S.
forces to better conduct combat operations should deterrence fail on the Peninsula, and makes
the U.S. presence less intrusive on the Korean people. Under the amended Land Partnership
Plan and the Yongsan Relocation Plan, in 2010 we anticipate ROK to continue funding much of

the construction of facilities and infrastructure for this transition. MILCON funding is needed at
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Camp Humphreys for vehicle maintenance facilities and fire stations to support of U.S. Army
forces relocating from camps north of the Han River. In addition, ROK Transformation includes
the relocation of an Air Force heavy engineer construction unit to Guam. Funding is necessary
for further improvements at Andersen AFB to establish a consolidated combat support center to

beddown the engineer unit.

GROW-THE-FORCE

In 2007, plans to increase manpower of the Army to 1,112,000 by FY13 and the Marines Corps
to 202,000 by FY11 were announced. The Pacific’s share is projected to be 2,400 soldiers and
6,800 Marines. The FY09 MILCON adequately met the Grow-the-Force infrastructure needs of
the U.S. Army Pacific. The Marine Forces Pacific will request funding through FY13 to
complete projects at various Marine Corps installations in Alaska, Arizona, California and

Hawaii.

SUSTAINMENT MILCON

In addition to the MILCON required to implement transformation initiatives in the Pacific, the
Service Components continue efforts to sustain warfighting and quality of life infrastructure at
their installations. USPACOM Service Components continue to make tremendous strides using
Military Housing Privatization Initiative (MHPI) and MILCON to modernize and replace
antiquated housing. While the Components are actively exploring further public-private ventures
for housing in Alaska, California, and Hawaii, MILCON is required in Japan and Korea, as

privatization is not authorized in these foreign countries.
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U. S. Army Pacific (USARPAC): USARPAC maintains installations across the Pacific,
including Alaska, Hawaii, ROK, and Japan. Alaska installations require improvements to
housing, medical and operational facilities at Ft. Wainwright and Fort Richardson. For Hawaii,
plans are underway for vehicle maintenance complexes at Schofield Barracks and a
communications center and aviation complex at Wheeler Army Airfield. Supporting MILCON
needs at Camp Zama and Torii Station will further strengthen the U.S. commitment in Japan.

Of note, in April 2008 the Department of the Army signed the Environmental Impact
Statement Record of Decision for the Stryker Brigade Combat Team selecting Hawaii as the
beddown location. It will move forward with $145 million of previously approved projects for
the Stryker beddown in Hawaii.

U.S. Pacific Fleet (PACFLT): PACFLT manages first-class naval facilities throughout
the AOR. Requirements at various Naval installations in Washington cover a broad range of
needs, including the second increment of a CVN maintenance wharf, Trident missile facilities,
waterfront security improvements, and Survival, Evasion, Recovery and Escape training
facilities. Naval Station Pear] Harbor, Hawaii requires funding to modernize munitions storage
buildings and to complete the final increment of a submarine maintenance facility. California
installation requirements range from pier improvements to facilities necessary for F-35 aircraft
operational testing. The Navy on Guam continues its efforts to provide adequate facilities to
support the forward deployment of submarines and to replace an aging Korean War era hospital
and outdated family housing to improve quality of life. Finally, family housing in Korea and
Japan continue to require periodic investment.

U.S. Pacific Air Forces (PACAF): PACAF is progressing with the effort to beddown

the F-22A in Alaska along with enhancing Red Flag training facilities. PACAF desires an air
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support operations center provided in Hawaii. In Guam, PACAF will continue the effort to
beddown Intelligence, Surveillance, and Reconnaissance (ISR)-Strike capabilities. For Japan,
aircraft hydrant refueling capability and quality of life housing improvements are necessary at

various installations. The addition of an aircraft hydrant refueling system will enhance force

capability in Korea.
U.S. Marine Forces Pacific MARFORPAC): MARFORPAC installations are located

in Arizona, California, Hawaii, Japan, and South Korea. Marines based in Arizona will require
an aircraft maintenance hangar and airfield electrical infrastructure. The needs in California are
wide and varied and include aircraft parking, fire stations and operations/maintenance facilities

at various installations. Improvements in Hawaii will enhance weapons training and waterfront
operations.

Joint POW/MIA Accounting Command (JPAC): In FY10, USPACOM will complete
the design for the new JPAC headquarters/laboratory at Hickam AFB, Hawaii. This world-class
facility will house state of the art laboratories to speed the identification of the dead and missing
from our nation’s wars, past and present.

Asia-Pacific Center for Security Studies (APCSS): APCSS is a joint Department of
Defense command with the mission to provide a forum where leaders from Asia-Pacific nations
gather to enhance security cooperation through executive education and professional exchange.
There is a requirement to construct a conference and technology-learning center addition at Ft.
DeRussy, Hawaii which would allow the program to expand outreach to more nations in the

Pacific.
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CONCLUSION
USPACOM is a force for peace and a steadfast partner in the Asia-Pacific. Our long-term
priorities promote a region that is stable, secure and at peace. We are engaged extensively
throughout the AOR to advance our theater campaign goals through partnership, readiness, and
presence. We are committed — along with our allies, partners and friends — to turn the promise of
a stable and secure region into reality and transform challenges into opportunities that strengthen
regional relationships and cooperation. We are fortunate to have traditional allies, and both
existing and emerging partners, who are willing to promote conditions for security and stability,
and collaborate for the well-being of the people in the Asia-Pacific.

We are aware that without the unwavering support of Congress and the American people,
we cannot succeed. I am proud and honored to represent the men and women of the U.S. Pacific

Command and on their behalf, thank you for your support.
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Mr. EDWARDS. Admiral Keating, thank you very much.
General Sharp.

STATEMENT OF GENERAL WALTER L. SHARP

General SHARP. Chairman Edwards, Representative Wamp, and
distinguished members of this panel, it is indeed an honor for me
to be here today. And it is a real privilege for me to represent the
soldiers, sailors, airmen and Marines, DOD civilians, and all the
families that serve in the Republic of Korea today.

On behalf of all those outstanding men and women, I really want
to express our thanks to this subcommittee for all that you have
shown to support our operations and our quality of life in Korea.

Your support allows us to promote peace and stability on the Ko-
rean peninsula and improve security in Northeast Asia and—which
is, I think, very important, given the national security interests
that we have in the Republic of Korea and in all of Northeast Asia.

The United States does have a significant national security inter-
est in Northeast Asia. The Republic of Korea plays a vital role in
the region that accounts for 22 percent of all the U.S. trade in
goods. It is a first-class economic power, our seventh-largest trad-
ing partner, and one of the most technologically and scientifically
advanced countries in the world.

It has been a partner with us around the world, and it has prov-
en to be, I believe, the strongest alliance that we have, an alliance
that is forged in blood and is maintained by enduring commitments
and friendship of the Korean and American people.

The Republic of Korea armed forces have fought alongside Ameri-
cans in Vietnam. They participated in Operation Desert Storm.
They deployed forces to Iraq and Afghanistan. The Republic of
Korea is currently participating in six U.N. peacekeeping missions
around the world today. They recently deployed a 4,500-ton de-
stroyer and anti-submarine helicopter off the waters of Somalia to
fight piracy operations.

I also want to thank you all, the members of Congress, for pass-
ing the legislation that elevated the Republic of Korea foreign mili-
tary sales status to a level that is on par with the countries of
NATO, as well as other nations with longstanding U.S. allies.

Currently, the Republic of Korea has over 560 FMS cases that
are open, for a total value of over $12 billion. And this legislation
will go a long way to enhancing the alliance’s combined warfighting
capability.

And when I came into command, I established three priorities.
The first is to be prepared to fight and win, and I can report to
this committee that our alliance, the ROK-U.S. alliance, and all the
servicemembers of that alliance are strong and we are ready to
fight and win against any contingency on the peninsula today, all
the way from instability up to major combat.

And my second priority was to strengthen the alliance, strength-
en this strong U.S.-ROK alliance. We are adapting to what we need
in the future for an alliance.

So on the 17th of April, 2012, the Republic of Korea, this profes-
sional military force in Korea, will take command of the war fight,
where today CFC, my—wearing my hat as the Combined Forces
Command commander, we command the war fight. After 17 April,
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2012, they will do it, and the U.S. will be in a supporting, to sup-
ported role after 2012.

That does not lessen our requirement there; it just changes it.
And I do believe that the force level that we have in Korea right
now and the commitment we have in Korea forces-wise and capa-
bility-wise is about right for the foreseeable future.

We have 28,500 servicemembers in Korea right now. And I be-
lieve that to be about the right number. We need to make sure that
we continue to evolve the alliance so that, capability-wise, both the
U.S. and Korea—alliance is possible as we move to the future.

The Korean military will be ready for this change in 2012. We
are already starting to practice it now in our exercise program and
all that we are doing to prepare for it. And I am confident that we
will be able to accomplish that task.

My third priority was to continue to improve the quality of life
for all of our servicemembers, DOD civilians, and their family. My
real goal is to make Korea the assignment of choice anywhere in
the world. Recently, the Department of Defense authorized us to
move to 3-year tours for our accompanied servicemembers. We will
do that over time, as infrastructure becomes available for those
forces, so we don’t bring families to Korea before the infrastructure
is there to support it.

We have just over 2,000 command-sponsored families now in
Korea. Our goal and the service’s goal, by this time next year, we
will at least double that. I have the services to be able to accom-
plish that.

And then, as we move to Camp Humphreys and as we continue
to build down with that first-class installation post down there, we
will be able to continue to bring more families to eventually get to
the point where all servicemembers who are married can come ac-
companied and come for 3 years.

The 3-year tour is tremendously important for me and for the
command. It greatly increases my capability. And instead of having
to train a new servicemember every year, I now have them for 3
years. It reduces the stress on our military around the world. Why
have an unaccompanied tour anywhere in the world if you don’t
have to? And you don’t have to in Korea.

And then, lastly, it really shows the U.S. commitment to not only
the Republic of Korea, but Northeast Asia, which I believe is criti-
cally important for this important part of the world to keep the sta-
bilization that we have there now and in the future.

As we move south, as you know, there are two parts of the pro-
gram. The first is the Yongsan relocation program, which moves
U.S. forces that are currently stationed in Seoul to U.S. Army Gar-
rison Humphries, which is about 40 miles south of Seoul.

The second part is the land partnership plan, which provides for
the relocation of the 2nd Infantry Division. That is up north near
the demilitarized zone, and moving them also down to the Camp
Humphries area. This will significantly improve the quality of life
for all of our servicemembers and their families as they move, real-
ly, into world-class training and living facilities.

The great majority of the cost for the Yongsan relocation plan are
paid through the Republic of Korea. I do thank the committee for
the $125 million to MILCON that is already appropriated to start
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the family housing project down there. That is extremely impor-
tant, and I ask for the continued support.

Land partnership costs are shared between the Republic of Korea
and the United States. The new special measures agreement,
which is the burden-sharing agreement that was just agreed to by
both governments and both legislatures—or by the national assem-
bly of the Republic of Korea, it is a 5-year host nation cost-sharing
agreement that was concluded between our two nations.

This provides burden-sharing money for Korean labor, logistics
cost-sharing, and a portion of the costs associated with the realign-
ment of our forces. The vast majority of burden-sharing money goes
directly back into the Korean economy, while reducing the U.S.
Forces Korea’s appropriated MILCON requirement, thus benefiting
both nations.

Appropriated MILCON funding, resources obtained from host na-
tion construction funding, construction activity provided by in-kind
basis of the Republic of Korea, and investment from the commer-
cial sector and public-private ventures are the key components to
our overall funding strategy for this transformation.

I ask for your continued support for future appropriated
MILCON funding requests that will provide facilities essential to
the success of the relocation of U.S. forces in Korea.

While we continue to commit funding toward our ongoing reloca-
tion efforts—on the Yongsan relocation and the land partnership
program, we must also not lose sight of the urgent need to main-
tain our existing and our enduring infrastructure in facilities that
support operations today and in the future in Korea.

And I ask for your continued support for resources to recapitalize
our enduring facilities that we will—that we have now and will
continue to need in the future.

I thank you for the support of this subcommittee that you have
provided for our servicemembers, DOD civilians, and family mem-
bers serving in Korea. And I hope for your continued support when
the fiscal year 2010 budget is established in the Future Years De-
fense Program is formulated.

I look forward to working with you for our alliance trans-
formation efforts and providing our men and women the very best
working, living, and training environment possible in the Republic
of Korea. And I look forward to your questions.

[The prepared statement of General Walter L. Sharp follows:]
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I INTRODUCTION

Mr. Chairman and distinguished members of the subcommittee, I am honored to appear
before you today. As the Commander of United Nations Command (UNC), the Republic of
Korea ~ United States (U.S.) Combined Forces Command (CFC), and United States Forces
Korea (USFK), it is a privilege to represent before you today the Soldiers, Sailors, Airmen,
Marines, Department of Defense (DoD) Civilians, and associated family members who serve our
country in the Republic of Korea (ROK). On behalf of these outstanding men and women, I
want to express our thanks for the commitment this subcommittee has shown for supporting our
operations in Korea. Your continued support allows us to promote peace and stability on the
Korean Peninsula, improve the security of Northeast Asia, and enhance shared national interests
between the ROK and U.S. I appreciate this opportunity to update you on the state of the
command’s I lead as well as to briefly discuss our plan for transforming and strengthening the
ROK-U.S. Alliance. In particular, I will focus on the three overarching priorities for my
Command and the status and future direction of military construction.

Since the Mutual Defense Treaty was signed almost 56 years ago the ROK-U.S. Alliance
has played a key role in deterring aggression against the ROK. The Alliance has been
instrumental in the ROK transforming from a country devastated by war in the 1950s to the
world’s 14™ largest economy last year, where government leaders are chosen democratically
through the conduct of free and fair elections.' The ROK has proven to be a strong ally of the

U.S., deploying its military forces to serve alongside Americans in places such as Vietnam, Iraq,

'ROK gross domestic product (GDP) was valued at $1.3 trillion in the year 2008 when measured at purchasing
power parity. The GDP figure and ranking were obtained from the CIA World Fact Book 2009.
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and Afghanistan, as well as a host of United Nations sponsored peacekeeping operations.” The
ROK also shares our objective of denuclearizing the Korean Peninsula and preventing the
proliferation of weapons of mass destruction. But the Alliance goes beyond just security issues.
The ROK and U.S. have a robust economic relationship, where last year the ROK was our 70
largest trading partner for goods while we were the ROK’s third-largest trading partmar.3 There
are also extensive social and cultural linkages between the two countries.

In the past year the ROK and U.S. have taken significant actions that have enhanced our
combined military capabilities and reinforced trust and cooperation between our two countries.
Agreement was reached at the presidential-level to maintain the current level of American
military forces on the Korean Peninsula into the foreseeable future. This decision is a highly
visible and clear demonstration of U.S. commitment to the bilateral Alliance. Additionally, our
two nations concluded a new host nation cost sharing agreement last year that resulted in a multi-
year Special Measures Agreement (SMA) that will provide Korean financial support for
American forces stationed in the ROK over the next five years. This new SMA will bring
stability to host nation support of USFK's presence in the ROK — something that was lacking in
the past with a succession of one- or two-year agreements. And I want to thank you - the
members of Congress — for passing legislation that elevated the ROK’s Foreign Military Sales

status to a level that is on par with countries of the North Atlantic Treaty Organization as well as

2 The ROK currently has representation in six United Nations-sponsored peacekeeping operations. The six
operations are: UNMOGIP (Pakistan), UNOMIG (Georgia), UNOMIL (Liberia), UNAMA (Afghanistan), UNMIS
(Sudan), and UNIFIL (Lebanon). Additionally, the country has deployed the Cheonghae unit that consists of a
4,500-ton destroyer and an anti-submarine helicopter to the waters off Somalia for the conduct of anti-piracy
operations,

Trade partner rankings were obtained from data published by the U.S, Census Bureau and Korea Development
Institute.
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other nations that are longstanding allies of the U.S. This legislation will go a long way in
enhancing the Alliance’s combined warfighting capability. Finally, the U.S. DoD approved
proceeding with implementation of three-year accompanied tours for service members assigned
to locations in the Korean cities of Seoul, Pyeongtaek, Osan, Daegu and Chinhae. Increasing the
number of service members eligible for accompanied tours will make great strides toward
improving individual morale, providing stability for service member’s families and enhancing
military readiness. All of the measures discussed above, taken individually as well as
collectively, strengthen my ability to deter aggression against the ROK, defeat an attack directed
at the ROK should it occur, promote peace and stability on the Korean Peninsula, and thus
support security in Northeast Asia as a whole.

It should be noted that the ROK sits at the center of a region — Northeast Asia — where the
U.S. has significant national interests. Northeast Asia is home to five of the world’s 19 largest
economies that had a combined gross domestic product (GDP) in the year 2008 of $16.6 trillion,
a value that constituted 23.5 percent of global GDP in that year.* Countries in the region are also
key trading partners with the U.S. In the year 2008, trade with China, Japan, the ROK, and
Taiwan accounted for 22 percent of all U.S. trade in goods that year.” The U.S. direct investment

position in Northeast Asia was valued at $220 billion in 2007.5

*GDP at purchasing power parity in 2008 for the countries of Northeast Asia were as follows: China $7.8 trillion;
Japan $4.48 trillion; Russia $2.22 trillion; ROK $1.3 trillion; Taiwan $757 billion; North Korea $40 billion; and
Mengolia $9 billion. World GDP in 2008 was valued at $70.6 trillion. Source: 2009 CIA World Fact Book

*US wrade in goods during 2008 was valued at $409.2 billion with China, $205.8 billion with Japan, $82.9 billion
with the ROK, and $61.6 billion with Taiwan. Total US trade with these four countries of Northeast Asia was valued
at $759.5 billion in 2008, accounting for 22.3% of total American foreign goods trade of $3.4 trillion. Source: U.S.
Census Bureau.

¢ Direct investment position figure obtained from the United States Bureau of Economic Analysis.
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Beyond the economic dimension the US has other important security interests in
Northeast Asia. The region houses four of the world’s six largest militaries” and two proven
nuclear powers, China and Russia. The U.S. has security agreements with Japan and the ROK
and maintains certain defense ties with Taiwan. Potential instability in Northeast Asia based on
historical animosities, territorial disputes, competition over resources, and the struggle for
regional hegemony pose a long-term security challenge not only for the states of Northeast Asia
but for the world at large. The ROK influences and is influenced by an emerging China,
resurgent Russia, challenging North Korea, and a prosperous Japan.

U.S. presence in the ROK is not only a long-term investment in peace and stability on the
Korean Peninsula but in Northeast Asia as well. Specific regional objectives for the U.S. include
promoting the spread of democracy and free market economic activity, preserving peace and
stability, engaging with other regional actors, and setting the conditions for denuclearization and
peaceful unification of the Korean Peninsula. A strong ROK-U.S. Alliance, buttressed by the
presence of American military forces, is a key factor needed to achieve these objectives. But the
American military presence in the ROK is a not a static one - it is changing as conditions in the
ROK and region at large change. We are in the process of transforming our units and
headquarters into more modern and capable organizations., Additionally, we are preparing to
assume a doctrinally supporting role to the ROK after the ROK retains wartime operational
control on April 17, 2012, An enduring American force presence in Korea after the ROK retains

wartime operational control in 2012 will ensure a strong ROK-U.S. Alliance that is fully capable

"'The world’s six largest militaries in terms of number of personnel are: China #1 (2.1 million personnel); US #2
(1.54 million); India #3 (1.28 million); North Korea #4 (1.2 million); Russia #5 (1,02 million); and the ROK #6
(687,000). Source: The Military Balance 2009, produced by the International Institute for Strategic Studies.
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of deterring and defeating aggression on the Korean Peninsula and promoting peace, stability,

and security in Northeast Asia.
1L COMMAND PRIORITIES

Now, I would like to briefly lay out the three priorities for my Command. These three
priorities are: 1) be prepared to fight and win; 2) strengthen the ROK-U.S. Alliance; and 3)
improve the quality of life for personnel under my command. I will briefly address each of these
priorities, focusing on how MILCON supports mission execution and improves the quality of life
for U.S. service members and their families.

Prepared to Fight and Win

My first priority as Commander of UNC, CFC, and USFK is to maintain trained, ready,
and disciplined combined and joint commands that are prepared to fight and win. Facing any
number of challenges that could arise on the Korean Peninsula with little warning, our
commitment to the ROK-U.S. Alliance spans the entire spectrum of conflict, from major combat
operations under conditions of general war through multiple instability possibilities to the
provision of humanitarian assistance. MILCON has and will continue to play a major role in the
ability of U.S. forces to meet these warfighting requirements.

Given this wide range of potential challenges, it is imperative that our forces maintain the
highest possible level of training and readiness. The U.S. Army and U.S. Marine Corps possess
adequate training resources on the Korean Peninsula to maintain unit combat readiness including

the conduct of robust amphibious operations. USFK and the ROK are working to overcome the



339

challenges of insufficient training range capacity and capability needed to maintain the readiness
of our air forces.

Strengthening the Alliance

After being prepared to fight and win, my second command priority is to strengthen the
ROK-U.S. Alliance. In addition to improving combined military capabilities, strengthening the
Alliance also requires actions that adapt to changes in the operational environment. One action
we are taking to adapt the Alliance’s security arrangement to changes in the operational
environment is the realignment of U.S. forces stationed in the ROK. Under the Yongsan
Relocation Plan (YRP) — signed by the U.S. and ROK in 2004 — American forces stationed at
U.S. Army Garrison (USAG) Yongsan in Seoul will relocate to USAG Humphreys near the city
of Pyeongtaek (approximately 40 miles south of Seoul). The majority of costs associated with
this move will be paid by the ROK. One exception to this is the $125 million of appropriated
MILCON funding we received in FY2009 for the construction of family housing units at USAG
Humphreys. I would personally like to thank the subcommittee for support of this important
construction work.

A separate realignment plan for U.S. forces stationed north of Seoul — the Land
Partnership Plan (LPP) — provides for relocation of the 2* Infantry Division from positions
located near the Demilitarized Zone to USAG Humphreys. Costs associated with the LPP will
be shared by the U.S. and ROK. SMA burden sharing will fund a significant portion of the costs
associated with this realignment. Relocation of U.S. forces in Korea through the YRP and LPP
initiatives offers several advantages that adapt to changes in the operational environment. First,

under the YRP U.S. military forces will be moved out from the city of Seoul and its high
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population density, assuming a less intrusive footprint at USAG Humphreys. Second, the
consolidation of U.S. forces onto two enduring hubs under the LPP not only returns valuable
land to the Korean people, but also streamlines USFK’s command and control, removes the
preponderance of U.S. forces from North Korean artillery range, and facilitates the execution of
noncombatant evacuation should that be necessary. Finally, through the expansion of USAG
Humphreys and the construction of modern and improved facilities there, significant
improvements will be made in the quality of life for our service members and their families
stationed in Korea.

Over the last year we have achieved a new long-term cost sharing agreement with our
Korean partners. The new SMA covers the years 2009-2013, where the ROK has committed
itself to providing 760 billion won ($741 million) toward the sustainment of U.S. forces in Korea
during the year 2009, with subsequent annual contributions through the year 2013 increased by
changes realized in the ROK Consumer Price Index.® The ROK and U.S. also agreed to
transition Korean funded construction payments from being primarily in the form of cash to the
“in-kind” provision of material and services. Under this arrangement the ROK will construct
facilities needed by USFK and covered by SMA payments to American specifications and
standards in accordance with mutually agreed principles and priorities. This long-term SMA
cost sharing agreement will provide a predictable and stable funding stream for the Command
that is essential to the successful completion of our force relocation plans.

Cost sharing payments are advantageous to both the ROK and U.S. For the U.S., Korean

funded construction projects satisfy critical infrastructure requirements that would otherwise be

8 DoD official 2008 exchange rate of 1,025.7 won the U.S. dollar was used for currency conversion.
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borne by American taxpayers. For the ROK, nearly all SMA payments are spent locally in the
Korean economy through the payment of wages to Korean national employees working for the
Command, the supply of Korean service contracts, and the provision of projects for Korean
construction firms. In the year 2008 ROK SMA payments provided 315.8 billion won ($307.9
million) for the payment of Korean national employee wages, funding the majority of costs
associated with this crucial component of the workforce on American military facilities in the
ROK.® The ROK also provided 161.5 billion won ($157.5 million) in support of U.S. logistics
requirements last year through the granting of contracts to Korean companies for the provision of
critical warfighting functions such as equipment repair, maintenance, and munitions storage.
Finally, ROK SMA funds in the year 2008 are being used to conduct 264.2 billion won ($257.6
million) worth of construction work for my command.

Improving Quality of Life

Improving the quality of life for service members, DoD civilians, and their families is my
third command priority. My goal is to make the ROK an assignment of choice for all service
members ~ both single and accompanied. A central part in achieving this goal is allowing the
majority of these service members the opportunity to serve normal three-year tours in Korea
accompanied by their families. This is an important goal and full implementation of tour
normalization supports all three of my Command priorities. It improves our preparedness to
fight and win by keeping trained and ready forces in the ROK for a longer period of time,
improving continuity, stability, and unit cohesion amongst the force. Tour normalization also

demonstrates a strong, visible, and enduring U.S. commitment to security of the ROK,

® DoD official 2008 exchange rate of 1,025.7 won to the dollar was used for currency conversion.
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supporting my goal of strengthening the Alliance. The Alliance will be further strengthened by
the greater number of American families in Korea and the increased opportunities for substantive
interaction between Americans and Koreans that would result from tour normalization for
accompanied service members. Additionally, for accompanied service members, quality of life
will improve by eliminating the long and frequent separation between the two that often
characterizes our military operating environment today - a key source of stress for these
families. Paramount to success in normalizing tours is ensuring our service members, both
accompanied and single, have the necessary facilities required to live and work. A sound
sustainment, restoration and maintenance program for existing facilities is also an integral part of
improving the quality of life goals in my Command.

Tour Normalization

Due to the importance I place on tour normalization let me focus on this topic for a
moment. For service members with families, current stationing practices in Korea needlessly
contribute to prolonged separation, exacerbating the strains already in place by operations in Iraq
and Afghanistan. There are currently just over 4,000 U.S. service member families in the ROK.
Of those, 2,135 families are command sponsored, meaning that they are authorized relocation to
the ROK at U.S. government cxpense.‘0 The remaining families — many undoubtedly motivated
by the prospect of separation during future combat tours ~ have decided to accompany their
service members to Korea at their own expense. While we provide a housing allowance for off-
post quarters and medical care, relocating families to Korea without command sponsorship is a

significant financial burden incurred by these service members. We ultimately seek to expand

19 As of 4 December 2008 there were 4,044 service member families in the ROK. Of this total, 2,135 were
command sponsored while 1,909 were not.
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command sponsorship so that the majority of service members assigned to the ROK have the
opportunity to bring their families with them at government expense.

We are making progress in this regard. In December of 2008, DoD increased
accompanied tour lengths from two- to three-years for service members assigned to U.S. military
facilities in the cities of Pyeongtaek, Osan, Daegu, Chinhae, and Seoul. The new stationing
policy maintains one-year unaccompanied tours for all locations in the ROK and authorizes two-
year accompanied tours at two new locations, the cities of Uijongbu and Dongducheon. In
accordance with this policy change, command sponsorship will expand as the infrastructure,
services, and base support functions needed to accommodate a larger number of service member
dependents is realized. Existing infrastructure will allow me to increase the number of command
sponsored positions to 4,350. The number of command sponsored positions will increase as the
appropriate infrastructure such as education and medical facilities is expanded. Public-private
ventures and burden sharing funds will play a key role in this process; however, the expansion of
family member support infrastructure could be expedited if additional appropriated funding were
made available for this purpose. Our goal is to eventually increase the number of command
sponsored positions to about 14,250. Thus, I ask for the subcommittee’s support in making the
needed resources available to fully implement normalized tours in Korea, which in the end will
have a positive effect on the quality of life for all service members — whether single or

accompanied while serving in Korea.

Sustaining, Restoring, and Modernizing Existing Infrastructure
While we continue to commit funding toward our ongoing relocation efforts under the

YRP and LPP, we must not lose sight of the urgent need to maintain our existing infrastructure
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and facilities that support our operations today. Some of our facilities in Korea are the most
dilapidated in the U.S. military apart from those located in active combat or peace enforcement
zones. This regrettable situation is not in keeping with our commitment to the men and women
who selflessly serve our nation. We must commit appropriate resources to the recapitalization of
our enduring facilities and infrastructure in the ROK.

Over one-half of the buildings on Army facilities in Korea are between 25 and 50 years
of age and another quarter are classified as “temporary” structures. Long-term shortfalls in
sustainment, restoration, and modernization funding for our facilities in the ROK have created a
condition of continued deterioration, where many buildings have accumulated substantial
deferred maintenance requirements. Sustainment funds will be applied to existing facilities as
needed until units relocate to the enduring hubs; restoration and modernization funds will be
applied to enduring facilities. The subcommittee’s commitment to our sustainment, restoration,
and modernization program requirements supplemented by ROK SMA contributions will
enhance force readiness and improve the quality of life for American service members and their

families in Korea.
L MILITARY CONSTRUCTION

Now that my three overarching command priorities have been reviewed, 1 would like to
focus in on my military construction (MILCON) priorities. USFK MILCON priorities are
focused on transforming USAG Humphreys into a modern installation capable of
accommodating American forces that will relocate there under the YRP and the LPP initiatives.

Appropriated MILCON funding remains an important component of our overall funding strategy

11
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for this transformation, where resources will also be obtained from host nation construction
funding, construction activity provided on an in-kind basis by the ROK, and investment from the
commercial sector. I ask for your support of future appropriated MILCON funding requests that
will provide facilities essential to the success of the ongoing relocation of U.S. forces to USAG
Humphreys.

Under the YRP initiative, the ROK agreed to fund and construct the majority of facilities
and infrastructure required at USAG Humphreys and is required to move the units from USAG
Yongsan to those facilities. The ROK has already spent over two billion dollars on these
requirements that includes the purchase of 2,300 acres of land at USAG Humphreys and the
development of 133 acres. The U.S,, on the other hand, agreed to provide the majority of family
housing. Fulfilling this family housing obligation will display American determination to
improve the quality of life for our service members stationed in the ROK and strengthen the

ROK-U.S. Alliance by meeting an agreement made with a long-time ally.

In FY 2009 the Army received $125 million to fund the construction of 216 family
housing units at USAG Humphreys.!' This represents a necessary start, and I appreciate the
Congressional support that made this funding possible, noting that it sent a powerful message of
commitment to our Korean allies. The Army has developed a commercial investment program,
named the Humphreys Housing Opportunity Program (HHOP), to fulfill the remaining U.S. YRP
family housing requirement. The HHOP involves private sector development, financing, design,

construction, operations and maintenance, and long-term property management of new family

! Note that a total number of 2,974 units will be built at USAG Humphreys. This total is composed of: 331 ROK-
funded units; 216 US-funded units; and 2,427 units to be built under the HHOP program.
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housing units at USAG Humphreys. The program requires no capital construction investment by
the Army and housing units will be rented by soldiers through use of their overseas housing
allowance. The HHOP will uitimately provide 2,427 new family housing units at USAG
Humphreys. I fully support this Army initiative, as it provides a cost-effective alternative
solution to our YRP housing requirement and affords the opportunity to meet our commitment to
service members and their families. As discussed earlier, additional family housing will be
required to support full tour normalization in the ROK. The HHOP represents a mechanism that
can be used to provide quality housing for a growing number of service member families in
Korea as my tour normalization initiative progresses. USFK will continue to identify the
requirements for the out years and I ask for the subcommittee’s support as we progress with

these important and beneficial programs.
IV. CONCLUSION

The ROK-U.S. Alliance has been the key to stability on the Korean Peninsula and has
greatly enhanced the security posture in Northeast Asia since the Korean War Armistice
Agreement was signed in 1953 and the Mutual Defense Treaty effectuated in 1954, Since the
1950s we have seen several evolutions in Alliance institutions. In 1978, Combined Forces
Command was created, which gave the ROK and U.S. a unified command structure. Evolution
occurred again in 1994 when the peacetime operational control over ROK forces was fully
retained by the Koreans. In 2012 the military alliance will evolve once again, when the ROK
retains wartime operational control over all of its forces. This latter evolution will mark the start

of a new era of cooperation between the ROK and U.S., an era marked by the ROK assuming
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wartime responsibilities that are commensurate with its capabilities and sovereign rights. After
the year 2012, the ROK-U.S. Alliance needs to remain strong in order to sustain its role of
preserving peace and stability on the Korean Peninsula and enhancing security in the broader
region of Northeast Asia.

I am extremely proud of the Soldiers, Sailors, Airmen, Marines, DoD Civilians, and
families serving in the ROK who selflessly support US national interests, the ROK-U.S. Alliance,
and help deter aggression against the ROK on a daily basis. I have mapped out the priorities of
my Command in general and the direction we are heading with respect to military construction in
particular. To restate them once again, my three priorities are to maintain a force prepared to
fight and win, strengthen the ROK-U.S. Alliance, and improve the quality of life for personnel
serving under my command. In the area of military construction, my top priority is to transform
U.S. Army Garrison Humphreys into a modern installation that is capable of accommodating
American forces that will relocate there under the YRP and LPP. Sustainment of existing
facilities is critical for continuity of current operations while modernization of enduring facilities
must also occur. Tour normalization goals could be accelerated if additional appropriated funds
were made available for this purpose.

I thank you for the opportunity to present this statement and the support this
subcommittee has shown for my Command in the past. Ihope for your continued support as the
FY2010 budget is established and the Future Years Defense Program formulated. I look forward
to working with you on my Alliance transformation efforts and believe you will agree with me
that our men and women in uniform deserve the very best working, living, and training

environment in Korea, and we should do everything in our power to provide it.
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MOVING TROOPS FROM OKINAWA TO GUAM

Mr. EDWARDS. Thank you. Thank you, General Sharp. Thank you
both for your testimony.

Members, since we may be having votes today and today is the
last day of votes for the week, why don’t we stick pretty closely to
the 5-minute rule for the first round, to give everybody a chance
to have at least one round of questions?

And I will just begin, Admiral Keating, by asking you, are we
still on track for the 2014 move of our troops from Okinawa to
Guam? And if so, are there any potential roadblocks that might
push that deadline back?

Admiral KEATING. Chairman, we are on track. The Secretary of
State just reaffirmed our national commitment, along with Japan’s
commitment, to the Defense Policy Review Initiative, a subset of
which is the agreed implementation plan. That is the movement of
8,000 Marines and several thousand dependents from Okinawa to
Guam.

The fiscal year 2010—as Skip mentioned, the budget that comes
over, I don’t know what monies are in this year’s budget for the
movement to Guam. It will be—it is an expensive proposition for
both the United States and Japan. Our countries are equally com-
mitted.

There will be challenges and road bumps, Chairman, as you say,
including perhaps the construction of the Futenma replacement fa-
cility on the northeast coast of Okinawa. It is a sophisticated engi-
neering project. There is water there right now. They are going to
have to, you know, landfill and runway.

The infrastructure in Guam will need some attention. So it will
be, by all accounts, a very challenging undertaking. Our countries
are both committed to it. And Guam, of course, remains just a stra-
tegic lynchpin for us, the United States Pacific Command all
throughout the Asia Pacific region.

Mr. EDWARDS. Great. Thank you very much for that. And let us
know if there are roadblocks that deal with military construction
projects——

Admiral KEATING. All right, sir.

Mr. EDWARDS [continuing]. That we need to look at.

U.S. FORCES KOREA TOUR NORMALIZATION

General Sharp, I am so thrilled to hear about your long-term
plans for Korea and accompanied tours there. This subcommittee
has expressed on a bipartisan basis year after year, going back to
Leon LaPorte and General Bell, the concern that you come off a
tour of duty in Iraq or Afghanistan, you go back to your installa-
tion CONUS, and then you are deployed to Korea, and perhaps
away—90 percent of married soldiers are away for another year
from their families.

What percent of the soldiers now that are married have their
families accompanying them? Are we still in the 10 percent range?

General SHARP. Sir, we currently have—we believe, of the
28,500, about half of those are married. So if you take ballpark
numbers, 14,000 are married. We have just over 2,000 command-
sponsored families that are there right now, so 2,000 of 14,000.
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I do need to also point out that we have another 1,900 families
or so that are not command-sponsored, families that said, “I am not
going to spend another year away from my servicemember. I am
going to come and live on the economy in Korea.”

General Bell did exactly the right thing. We are paying a housing
allowance for them to live off-post. They get TRICARE Standard
instead of TRICARE Prime. So there are some differences and
there are some out-of-pocket expenses that those non-command-
sponsored families have to do.

This new ruling that really went into effect in early December,
but all the regulations were finally changed about 3 weeks ago, will
allow me to take the great majority of those 1,900 families and
offer to them, do you want to stay another year and become com-
mand-sponsored and get all of the benefits? I think a large number
of them will take us up on that as we go forward.

Mr. EDWARDS. The fact that there are 1,900 who would go not
command-sponsored shows the needs and wants of families to be
together. And the thought that any single family has to take money
out of their own pocket in order to be together while they are serv-
ing our country concerns us all.

And I—one other question. I am going to take one more minute
within my timeframe. Do you have a game plan? We had a military
construction budget over the next 5 years that shows us, 2 years
from now, we will be at—instead of 13 percent today, we will be
at 20 percent. Do we have any kind of a timeline on that?

General SHARP. Sir, the timeline that I have takes me out to
about the 2015, 2016 time period. And that construction does not
get me all the way to the endpoint of all families.

During that period between now and 2015, 2016, allows me to
complete the building of Camp Humphries, which, when that is
complete, will be, I believe, the best base anywhere in the world.
It is a base that is being designed from the ground up. It is——

Mr. EDWARDS [continuing]. Fort Lewis. [Laughter.]

Mr. FARR. He is probably right. [Laughter.]

General SHARP. It is a cost-sharing between us and the Republic
of Korea. The family housing in—that is going to be put there is
an Army initiative of a Humphries housing opportunity program,
which are being paid for by private investors that are there.

As we progress past that point, we will have to continue to work
with—I will work with my department and this committee in order
to be able to establish what MILCON needs, because the more
MILCON, obviously, we get, the quicker we can get to the end
state we all want.

Mr. EDWARDS. If you would send us the timeline you presently
have and what percentage accompanied families you could have
with that timeline, then we could look at whether over time we
could speed that up.

General SHARP. Will do. Yes, sir.

[The information follows:]
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US FORCES KOREA (USFK) TOUR NORMALIZATION

PURPOSE: To provide an update for the 2009 Commander’s Congressional Testimony on movement to
standardize overseas tours for Service Members and Dol employees assigned 1o the Republic of Korea
(ROK).

DISCUSSION:

- UJSFK has received approval for an interim change to the JFTR that would allow 36-month
accompanied tours at Seoul, Osan, Humphreys, Daegu and Chinhag; and 24-month accompanied tours at
Dongducheon and Uijongbu. However, an additional change to the JFTR will be submitted to change our
end-state to a standard 3-year accompanied / 2-year unaccompanied tours for Service Members and 3-
year tours for civilian employees as we move to phase I {two hub consolidation).

- Tour Normalization is expected to result in growth of total DoD) population (including contractors,
retirees and family members) from approximately 47,000 currently to about 91,000 at end-state (71,250
will be military and their dependents).

- The objective is to provide 36 month accompanied tours to Service Members coming to Korea as the
station of choice, USFK plans to achieve this objective in three phases, allowing time for necessary
infrastructure to be in place by 2018-2020 and thus ensuring quality of life for the ali-volunteer force,
their families and DOD civilians.

FHASE 1 BHASE i}
[AEEY [iiF) FAE FYi4 FYis 3
Families in Kovsa G419 4533 4,763 5,240 5542
¥ S w/ dependants i Kores 26.4%; 27.0% 28.4% 31,35 3RAR;

- JFTR changes and infrastructure availability are the driving forces that will lead to increased
populations and Tour Normalization. USFK is developing Tour Normalization master plans that include
infrastructure requirements through FY 2020, Although infrastructure for Tour Normalization is currently
unfinanced, initial expectations are that Public Private Ventures (PPV) could provide approximately 90%
of infrastructure requirements with the remaining 10% coming from burden sharing funds, military
construction funds or some combination of both.

~With the inclusion of PPVs USFK could move infrastructure construction into Phase If and shorten the
timeline for Tour Normalization end state.

CONCLUSION: Kores is an ally of strategic importance to the United States and implementing standard
OCONUS tours for DoD personne! will strengthen that alliance as it continues to mature.
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Mr. EDWARDS. Thank you. General.
Mr. Wamp.

NORTH KOREA AND OCEANIC COOPERATION

Mr. WamMmp. Admiral Keating, having been in the last year to
Japan and Shanghai and Singapore and down in Oceania, you
talked about the Asia Pacific Command and how important it is.
Can you generally give us an idea where you see the most troubled
waters, no pun intended?

I mean, I would think that Oceania, Oceania is pretty stable and
pretty peaceful. You get over into Indonesia. You still think some
radicalization takes place there? You talked about Mumbai, which
was a little—not a little—a serious, serious flare-up that the Indian
government has handled, I think, pretty well, given the delicacies
of Pakistan to the west, et cetera.

And then you come back into the Pacific Rim, headed north to
Korea, and we all know, you know, the tensions still there. And I
am just interested in where you see the real challenges in terms
of our capability.

And I know we are on the MILCON side, but we have to have
a pretty good understanding of where the investments need to be
made and why.

Admiral KEATING. Yes, sir. Right this minute—the area of great-
est concern to us is, of course, Skip’s. Activities of Kim Jong-il and
his military leaders are of significant concern to us.

There is the positioning of missile launch equipment around the
Taepo dong. There are significant efforts underway, of course, at
the State Department. We are in support of and coordinating with
State on those efforts.

Activities that China demonstrates in the South China Sea are
of concern. Balance that, very—quite interesting to us, they have
three ships that are in the Gulf of Aden, Central Command area
of responsibility, but they are doing a pretty good job, to their cred-
it, of executing their mission to decrease piracy in the—off the
coast of Somalia and Yemen.

So North Korea on a day-to-day basis probably our most signifi-
cant military concern. The development of a reasonable relation-
ship with China on a mil-to-mil basis, as would reflect their incor-
poration of increased transparency and better stated intentions on
a mil-to-mil basis, and across the entire spectrum of global econom-
ics and strategy, those two areas would be of foremost concern to
us.

You mentioned Oceania. Our great partners, Australia and, im-
portantly, New Zealand, while we have a difference in policy with
New Zealand, they are helping us keep a very—a weather eye on
all of the southern reaches of the Asia Pacific waters, and their ef-
forts have been significant in, for example, Fiji, a coup there, but
they have forces that are still there in Fiji.

Timor-Leste, Australia has helped Timor-Leste introduce democ-
racy to that nation. And the enforcing of fishery concerns for those
small nations who depend for their livelihood on being able to con-
tinue to harvest the waters of the world, and our Coast Guard does
a great job of helping us there, too.

So there are areas that I would pay pretty close attention to.
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Mr. WaMP. Well, in this series of questions, I am going to take
that to General Sharp and say, you mentioned about kind of the
pullback of some of your forces from the demilitarized zone above
Seoul, which we talk still about this threat, and then Camp Hum-
phries being well below Seoul.

And I know, from last year’s testimony, how important it was for
the Republic of Korea to free up that space so they can grow their
city and you can go south. But if we go south and the trouble is
still north, explain to us, in terms of the capabilities—I know that
is not a bad—not a fun post north of there, but you still maintain
a presence, in terms of a deterrent, I assume.

Tell us, who will still be up there and why certain troops are able
to mobilize south of Seoul?

General SHARP. Sir, the great, great majority of the ground forces
that would stop a North Korean attack are Republic of Korea
forces. The Republic of Korea army and, really, the entire forces,
but especially their army are first-class. And they have the respon-
sibilities and the ability to be able to stop that grou