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(1) 

HEARING ON VA CONTRACTS FOR 
HEALTH SERVICES 

WEDNESDAY, SEPTEMBER 30, 2009 

U.S. SENATE, 
COMMITTEE ON VETERANS’ AFFAIRS, 

Washington, DC. 
The Committee met, pursuant to notice, at 9:30 a.m., in room 

418, Russell Senate Office Building, Hon. Daniel K. Akaka, Chair-
man of the Committee, presiding. 

Present: Senators Akaka, Tester, Begich, Burris, and Burr. 

OPENING STATEMENT OF HON. DANIEL K. AKAKA, CHAIRMAN, 
U.S. SENATOR FROM HAWAII 

Chairman AKAKA. Good morning. Please be seated. The hearing 
of the Senate Committee on Veterans’ Affairs on VA Contracts for 
Health Services will come to order. 

This hearing will explore how VA purchases health care services. 
The Committee is interested in gaining a better sense of the proc-
ess by which services are purchased and how VA oversees and 
manages those outside services. 

While VA has authority to buy services for veterans in the com-
munity through various means, it is not clear if VA compares the 
cost of providing these services in-house to the costs of outsourcing. 
This raises a question as to whether VA gets value for the more 
than $3 billion spent annually on purchased care. 

There are also concerns about how the VA monitors the quality 
of contract services to ensure that veterans are receiving timely 
and appropriate care. Whether contract care is obtained through a 
national contract with a large HMO, through a local contract for 
care at a community clinic, or for compensation and pension exams, 
VA remains responsible for insuring that the care or services are 
of high quality. This includes making sure that VA and contract 
providers share accurate and complete medical information. 

Another area of concern is the extent to which individual VA hos-
pitals and their networks have contracts for care which are un-
known to managers here in DC. In an effort to increase account-
ability and oversight of contract services, VA recently restructured 
the contracting process to move contracting authority from the local 
level to more centralized points. The Committee hopes to learn 
today about how this reorganization will help VA ensure that con-
tractors supply quality services at a fair price to the benefit of the 
VA and the taxpayers. 

It is also important to focus on what mechanisms are in place so 
that VA contracts for services only if it does not make sense for VA 
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to supply the services directly. Today’s hearing is part of the Com-
mittee’s oversight of how VA provides health services outside of 
VA. No matter the setting, the Nation’s veterans deserve timely ac-
cess to the highest quality services available. 

At this time I would like to welcome the witnesses on our first 
panel. Joseph Williams, Acting Deputy Under Secretary for Health, 
Operations and Management of the Veterans’ Health Administra-
tion, will lead the discussion on VA contracts for health services. 
He is accompanied by Frederick Downs, who is Chief of Procure-
ment and Logistics Officer at VHA; Gary Baker, Chief Business Of-
ficer at VHA; Bradley Mayes, Director, Compensation and Pension 
Service at VBA; and Jan Frye, Deputy Assistant Secretary for Ac-
quisition and Logistics. 

I thank all of you for being here this morning and want you to 
know that your full testimony will appear in the record. 

Before we begin with your testimonies, I want to call on Senator 
Tester for his opening remarks. 

STATEMENT OF HON. JON TESTER, 
U.S. SENATOR FROM MONTANA 

Senator TESTER. Thank you, Mr. Chairman. 
I guess I made it just in time. I wish I could have heard your 

comments, yet I want to thank you very much for having this hear-
ing on this important issue. And, as always, I want to thank the 
folks who came to testify and give their perspective for being here 
also. I appreciate it very much. 

I start from the same perspective as the American Legion when 
it comes to the VA health system. The Legion called it a system 
worth saving and I could not agree more. 

It is clear to me that the Legion speaks for an awful lot of vet-
erans who want to see the system strengthened, not dismantled. 

But I recognize that there are limits to what the VA can do. We 
see it all over rural and frontier America; contracting of mental 
health services in Montana is an absolute necessity. 

There is only one mental health professional in the entire State 
east of Billings, and Billings is not the eastern edge of Montana. 
Contracting of speciality care and emergency services in rural and 
frontier areas makes sense as well because we simply do not have 
the providers. 

It does not do anyone any good to put the VA and the private 
sector in direct competition for the doctors and nurses and other 
medical professionals that are increasingly in short supply in rural 
America. 

Contracting out can sometimes simply be the right thing to do 
for the veteran. You do not put a veteran from Billings with a back 
injury on an 8-hour bus ride to Denver for surgery; at least I would 
hope you better not. You find a way to get him surgery in his own 
neighborhood. 

But contracting is not a cure-all even in rural America. I know 
that the VA in Montana has had to cancel a couple of CBOC con-
tracts for poor performance or failure to adapt to the VA electronic 
medical records, which are the linchpin of VA’s health care system. 

I am particularly concerned about reports regarding VA’s over-
payment of contracted services for compensation and pension 
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exams. I see that private companies are doing more and more of 
these exams at an average cost of $850 per veteran. That might 
make some sense and it might not. I guess that is what this hear-
ing is about. 

I am very worried that we do not have the data we need to un-
derstand whether privately performed C&P exams actually lead to 
more efficient C&P claims processing. I hope we can get informa-
tion on that during this hearing. 

We are in tight budget times so let us make sure we are not tol-
erating waste, fraud, or abuse in the contracting process before we 
think about trying to raise copayments and fees on veterans, as the 
Bush administration had proposed, or before we think about forc-
ing VA health costs onto veterans private insurance, as the Obama 
Administration proposed. 

Finally, Mr. Chairman, I would just add that contracting out 
medical services is hardly a cure-all for the private providers. 
Many of these folks in my State wait for reimbursement well be-
yond the VA’s goal of 30 days after the claim is submitted. Many 
of these facilities are small critical access hospitals that have little 
or no margin for error in their cash-flow. 

So, I want to commend you, Mr. Chairman, for holding this hear-
ing. I look forward to hearing from the witnesses and the questions 
thereafter. 

Thank you very much. 
Chairman AKAKA. Thank you very much, Senator Tester. 
At this time I would like to call on Mr. Williams for your state-

ment. 

STATEMENT OF JOSEPH A. WILLIAMS, JR., RN, BSN, MPM, ACT-
ING DEPUTY UNDER SECRETARY FOR HEALTH FOR OPER-
ATIONS AND MANAGEMENT, VETERANS HEALTH ADMINIS-
TRATION, U.S. DEPARTMENT OF VETERANS AFFAIRS; AC-
COMPANIED BY FREDERICK DOWNS, JR., CHIEF PROCURE-
MENT AND LOGISTICS OFFICER, VETERANS HEALTH ADMIN-
ISTRATION; GARY BAKER, CHIEF BUSINESS OFFICER, VET-
ERANS HEALTH ADMINISTRATION; BRADLEY MAYES, DIREC-
TOR, COMPENSATION AND PENSION SERVICE, VETERANS 
BENEFITS ADMINISTRATION; AND JAN FRYE, DEPUTY AS-
SISTANT SECRETARY FOR ACQUISITION AND LOGISTICS 

Mr. WILLIAMS. Mr. Chairman, Ranking Member, Members of the 
Committee. Thank you for the opportunity for us to discuss the 
Veterans’ Affairs oversight of health care contracting. 

The VA provides care to veterans directly in a VA medical center 
or indirectly through either fee-basis care or through contracts with 
local providers. This strategic mix of in-house and external care 
provides veterans with a full continuum of health care services. 

VA medical center directors determine when additional resources 
are required. It is VHA policy to hire clinical staff whenever fea-
sible. But when this is not possible or inadvisable, the medical cen-
ter director must first consider sending patients to another VA 
medical center. If contracting of services are required, a competi-
tive bid is the first option considered. 

There are two principal avenues of contracting for health care 
services: conventional commercial providers and academic affili-
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ates. VA academic affiliates provide a large portion of contract care 
and critical care. 

In either approach, VA is ultimately responsible for the quality 
of care delivered in its facilities for veterans. VA exercises this re-
sponsibility through credentialing and privileging, quality and pa-
tient safety monitoring, and specific quality of care positions within 
a contract itself. 

All applicable VA quality and patient safety standards must be 
met for medical services provided under contract in a VA facility. 
Ensuring quality standards for VA-contracted care when services 
are provided outside of the VA facility is more complex, but VA- 
contracted care includes language that allows for industry stand-
ards of accreditation, certification requirements, clinical reporting, 
and oversight. VA also includes clauses in their contract that al-
lows it to negotiate additional terms as the new clinical require-
ments are instituted within the department. 

VA understands the importance of closely managing its contracts 
and has initiated multiple efforts to address this. Project HERO is 
a cornerstone of those efforts. Project HERO, which is available in 
four VISNs, four of our networks, is a contracting pilot to increase 
quality oversight and reduce the cost of purchased care. 

In Project HERO, VA contracts with Humana Veterans’ Health 
Care Services and Delta Dental Federal Services to provide vet-
erans with prescreened networks of doctors and dentists who meet 
VA quality standards. This is done at negotiated rates. 

In fact, 89 percent of Project HERO contact medical prices with 
HVHS are below the Medicare rates and contracted rates with 
Delta Dental are less than 80 percent of the National Dentistry Ad-
visory Services Comprehensive Fee for dental services. 

Project HERO contracts require that Humana and Delta Dental 
meet VA standards for credentialing and privileging. Timely re-
porting of access to care, timely return of clinical information to 
VA, patient safety and patient satisfaction, and quality programs 
including peer review are all components of this process. 

There are no known instances where VA medical centers have re-
duced staff following the introduction of Project HERO contracts. 

While Project HERO is only in the second year of a 5-year pilot, 
VA has found that patient satisfaction is comparable to VA and ro-
bust quality programs including peer review with VA participation 
while meeting Joint Commission and other industry standards. 

While VHA recognizes the continuous need for improvement, this 
project has validated our ability to resolve key oversight issues. 

Mr. Chairman, you also asked us to discuss contracting for com-
pensation and pension examinations. Medical examination reports 
are an important part of VA’s disability claim process. 

Although the majority of these examinations are conducted by 
VHA, C&P Service has the authority to contract with the outside 
for medical providers in an examination process. 

During fiscal year 2008, medical disability examination contrac-
tors conducted approximately 24 percent of all the compensation 
and pension exams. C&P Service has contracted with two medical 
disability examination providers: QTC Medical Services and MES 
Solutions. 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00008 Fmt 6633 Sfmt 6633 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



5 

QTC was first awarded a contract in 1998. QTC successfully com-
peted for rebid of a contract in 2003. During fiscal year 2008 QTC 
completed 117,089 examinations. 

Six VA regional offices order at least some of their examinations 
from MES. This contractor currently performs approximately 1,550 
examinations per month. 

C&P Service oversees both of these contracts. The oversight in-
volves three standards: performance; quality and timeliness; and 
customer service, which are evaluated quarterly. 

Mr. Chairman, VA prides itself on providing consistent, high- 
quality care to veterans; and contracting and fee-basis arrange-
ments and agreements are important components of the VA’s na-
tional system of health care. 

We recognize the importance of our responsibilities in the over-
sight of care purchased outside our facilities or provided by contrac-
tors within our facilities. We will continue to work to develop ini-
tiatives intended to improve the oversight of these agreements. 

Thank you for this opportunity. My colleagues and I are prepared 
to answer your questions. 

[The prepared statement of Mr. Williams follows:] 

PREPARED STATEMENT OF JOSEPH A. WILLIAMS, JR., RN, BSN, MPM, ACTING DEP-
UTY UNDER SECRETARY FOR OPERATIONS AND MANAGEMENT, VETERANS HEALTH 
ADMINISTRATION, U.S. DEPARTMENT OF VETERANS AFFAIRS 

Mr. Chairman, Ranking Member, and Members of the Committee: Thank you for 
providing me this opportunity to discuss the Department of Veterans Affairs’ (VA) 
oversight of health care organizations contracting with VA to provide health services 
to Veterans. I am accompanied today by Jan Frye, Deputy Assistant Secretary for 
Acquisition and Logistics, Department of Veterans Affairs; Fred Downs, Chief Pro-
curement and Logistics Officer, Veterans Health Administration; Patricia Gheen, 
Deputy Chief Business Officer for Purchased Care, Chief Business Office, Veterans 
Health Administration; and Bradley Mayes, Director of the Compensation and Pen-
sion Service, Veterans Benefits Administration. 

VA provides care to Veterans directly in a VA medical center or indirectly through 
either fee-basis care or through contracts with local providers. This strategic mix of 
in-house and external care provides Veterans the full continuum of health care serv-
ices covered under our benefits package. My testimony today will focus on VA’s over-
sight of health care organizations contracting with VA to provide health services to 
Veterans, VA’s obligations and procedures for ensuring quality care through con-
tracts, VA’s Project on Healthcare Effectiveness through Resource Optimization 
(Project HERO), oversight of compensation and pension examinations conducted by 
QTC Management, Inc., and other large-scale contracts. 

OVERSIGHT OF HEALTH CARE CONTRACTS 

All VA health care resource contracting is accomplished under the provisions of 
VA Directive 1663, ‘‘Health Care Resources Contracting.’’ VA’s Directive 1663 fur-
ther implements provisions of Public Law 104–262, ‘‘The Veterans Health Care Eli-
gibility Reform Act of 1996,’’ which significantly expanded VA’s health care re-
sources sharing authority in title 38 United States Code (U.S.C.) sections 8151 
through 8153. 

VA medical center directors determine when additional health care resources are 
required. It is the policy of the Veterans Health Administration (VHA) to provide 
Veterans care within the VA health care system, whenever feasible. 

When VA is unable to provide care within the system, for example because a 
qualified clinician cannot be recruited the medical center director must first consider 
sending patients to another VA medical center. Contracting for necessary services 
will only be considered if these options are not appropriate or viable. If contracting 
for services is required, a competitive bid is the first option to be considered. 

There are two principal avenues to contract for health care services: conventional 
commercial providers and academic affiliates. VA’s academic affiliates (schools of 
medicine, academic medical centers and their associated clinical practices) provide 
a large proportion of contracted clinical care both within and outside of VA. 
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All VA health care resource contracts are reviewed through a thorough process 
that includes the Office of General Counsel (for legal sufficiency), VHA’s Patient 
Care Services (for quality and safety), VHA’s Office of Academic Affiliations (for af-
filiate relations assessment), and VHA’s Procurement and Logistics Office (for acqui-
sition technical review for policy compliance). A formal Medical Sharing Review 
Committee, consisting of senior executives from those VA organizations, approves or 
disapproves the concept of contracting for care and provides management oversight 
of the health care contracting requirements and acquisition process. 

QUALITY MANAGEMENT FOR CONTRACTED CARE 

VA retains ultimate responsibility for the quality of care delivered within its fa-
cilities to Veterans. VA exercises this responsibility through several clinical and ad-
ministrative oversight mechanisms, including credentialing and privileging, quality 
and patient safety monitoring, and the inclusion of specific quality of care provisions 
in the contract itself. 

Quality assurance is a shared responsibility of VA and the vendor. The joint and 
separate responsibilities of VA and the vendor must be defined in advance so that 
medical care delivery under a sharing agreement (contract) can be effectively mon-
itored (VA Directive 1663, Health Care Resources Contracting—Buying, Sections 
4.d.1 and 4.d.2). The VISN Director is responsible for ensuring that each facility 
Chief of Staff has appropriate quality assurance standards in place; appropriate 
data methods have been defined; and data collection, analysis and reporting are per-
formed as specified. 

VA Central Office’s Sharing Contract Review Committee is responsible for pro-
viding an additional level of review, including review of the quality assurance provi-
sions. Within this Committee, VHA’s Patient Care Services has primary responsi-
bility for assuring that medical sharing contracts contain appropriate quality and 
patient safety provisions. 

Facility Directors must ensure that these oversight mechanisms are consistently 
and effectively applied to all in-house contracted care. All contracts for physician 
services provided at VA must state that credentialing and privileging is to be done 
in accordance with the provisions of VHA Handbook 1100.19, ‘‘Credentialing and 
Privileging.’’ Facility Service Chiefs are responsible for the quality of care within 
their clinical disciplines pursuant to VHA Handbook 1100.19 and Joint Commission 
Standards MS. 03.01.01, MS. 04.01 .01, LD.04.03.01 and LD.04.03.09. Facility Serv-
ice Chiefs exercise this responsibility through such actions as oversight of 
credentialing and privileging, and review of provider-specific data and peer review 
processes. 

The Joint Commission also has specific standards for focused monitoring when-
ever new procedures or new technology are involved (Joint Commission Standards 
MS. 08.01 .01 and LD.04.03.01). As noted above, Clinical Service Chiefs and/or the 
Chief of Staff have primary responsibility for the oversight of quality and safety 
monitoring. 

Quality and safety standards and monitoring procedures will vary as a function 
of the specific service being provided. However, all applicable VA quality and patient 
safety standards must be met for medical services provided under contract in a VA 
facility. Ensuring quality standards for VA-contracted care when services are pro-
vided outside of a VA facility is more difficult, but VA includes language in contracts 
that allows for industry standard accreditation or certification requirements, clinical 
reporting and oversight. VA also includes clauses that allow it to negotiate addi-
tional terms as new clinical requirements are instituted by the Department. 

PROJECT ON HEALTHCARE EFFECTIVENESS THROUGH RESOURCE OPTIMIZATION 
(PROJECT HERO) 

Given our desire for patient-centered care and recognizing that it may not always 
be able to provide Veterans care within our facilities, VA has a continued need for 
non-VA services. This purchasing of health care services represents a key compo-
nent in our health care delivery continuum. VA understands the importance of 
closely managing the services purchased and has initiated multiple efforts around 
improving that management. Project HERO is a cornerstone of those efforts. 

House Report 109–305, the conference report to accompany Public Law 109–114, 
provided that VA establish at least three managed care demonstration programs to 
satisfy a set of health care objectives related to arranging and managing care. The 
conferees supported VA’s expeditious implementation of care management strategies 
that have proven valuable in the broader public and private sectors, and to ensure 
care purchased for enrollees from community providers is cost-effective and com-
plementary to the larger VA health care system. The conferees encouraged VA to 
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collaborate with industry, academia, and other organizations to incorporate a vari-
ety of public-private partnerships. 

Project HERO is in year two of a proposed five-year contracting pilot to increase 
the quality oversight and decrease the cost of purchased (fee) care. It is currently 
available in four Veterans Integrated Service Networks (VISN): VA Sunshine 
Healthcare Network (VISN 8), South Central VA Health Care Network (VISN 16), 
Northwest Network (VISN 20) and VA Midwest Health Care Network (VISN 23). 
These VISNs have historically had high expenditures for non-VA purchased care 
(fee care) and substantial Veteran enrollee populations. When VA cannot readily 
provide the care Veterans need internally, VA medical centers utilize the traditional 
fee basis program or, in selected VISNs, Project HERO. 

Project HERO is one of our most comprehensive pilot programs intended to im-
prove the management and oversight of the purchase of non-VA health care serv-
ices. It represents a significant and proactive approach to assessing timeliness, qual-
ity, and clinical information sharing for purchased care services, resolving potential 
deficiencies in this area. In Project HERO, VA contracts with Humana Veterans 
Healthcare Services (HVHS) and Delta Dental Federal Services to provide Veterans 
with pre-screened networks of doctors and dentists who meet VA quality standards 
at negotiated contract rates. 

Project HERO is predominantly an outpatient program for specialty services such 
as dental, ophthalmology, physical therapy, and other services not always available 
in VA. For every patient, VA medical centers determine and authorize the specific 
services and treatments to Project HERO contracted network doctors and dentists. 

Project HERO’s demonstration objectives have been shared with a number of key 
stakeholders, including Veterans Service Organizations, the American Federation of 
Government Employees, academic affiliates, and industry. The VHA Project HERO 
Program Management Office presented the following objectives to the House Appro-
priations Committee and House Veterans’ Affairs Committee in the second quarter 
of 2006: 

• Provide as much care for Veterans within VHA as practical; 
• Refer Veterans efficiently to high-quality community-based care when 

necessary; 
• Improve the exchange of medical information between VA and non-VA 

providers; 
• Foster high-quality care and patient safety; 
• Control operating costs; 
• Increase Veteran satisfaction; 
• Secure accountable evaluation of demonstration; and 
• Sustain partnerships with university Affiliates. 
The VHA Chief Business Office oversees purchased care programs, including fee 

care and Project HERO. This Office meets with internal and external stakeholders 
and monitors and evaluates program metrics. The Project HERO Governing Board 
oversees program activities and is composed of the Acting Deputy Under Secretary 
for Health Operations and Management, the VHA Chief Business Officer, and net-
work directors from the four participating VISNs. The Board also has advisors from 
General Counsel, the Office of Academic Affiliations, and the Office of Acquisition, 
Logistics, and Construction. 

The Contract Administration Board provides contract guidance as needed and in-
cludes contracting and legal representatives. The Project HERO Program Manage-
ment Office (PMO) oversees the contracts to help ensure quality care, timely access 
to care, timely return of clinical information to VA, patient safety and satisfaction. 
The PMO includes contract administration, project management, performance and 
quality management; data analysis, reporting and auditing; and communication and 
training. 

Project HERO contracts require HVHS and Delta Dental to meet VA standards 
for: 

• Credentialing and accreditation; 
• Timely reporting of access to care; 
• Timely return of clinical information to VA; 
• Reporting patient safety issues, patient complaints and patient satisfaction; and 
• Robust quality programs including peer review with VA participation, while 

meeting Joint Commission and other industry requirements. 
Humana Veterans Healthcare Services utilizes the Agency for Health Research 

and Quality patient safety indicators as well as complaints, referrals and as sources 
for initiating peer review. The Project HERO PMO monitors contract performance, 
audits credentialing and accreditation, and evaluates HVHS and Delta Dental per-
formance compared to VA Survey of Healthcare Experiences of Patients (SHEP), 
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Joint Commission measures, and proxy measures based on HEDIS measures. This 
analysis indicates that Project HERO facilities are equal to or better than the na-
tional average for all non-VA hospitals that report to the Joint Commission. 

Project HERO has negotiated contract rates with HVHS and Delta Dental. 
Eighty-nine percent of Project HERO contracted medical prices with HVHS are at 
or below Medicare rates, and contracted rates with Delta Dental are less than 80 
percent of National Dentistry Advisory Service Comprehensive Fee Report for dental 
services. 

While Project HERO is only in the second year of a 5 year pilot, the program is 
meeting its objectives and improving quality oversight, access, accountability and 
care coordination. As a demonstration project, VA has gained invaluable experience 
in developing future health care contracts, managing both the timely delivery of 
health care and the quality of the care provided. Specifically, VA has found: 

• Patient satisfaction is comparable to VA; 
• HVHS and Delta Dental providers meet VA quality standards and maintain ex-

tensive quality programs. The Project HERO PMO audits for compliance and par-
ticipates in their quality councils and peer review committees. 

• HVHS and Delta Dental provide timely access to care, providing specialty or 
routine care within 30 days 84 percent and 100 percent of the time respectively. 

• Both vendors are contracted to return medical documentation to VA within 30 
days for more informed, continuous patient care. The Project HERO PMO worked 
with HVHS, Delta Dental and VA medical centers to make electronic clinical infor-
mation sharing available at all Project HERO sites. 

These significant improvements, gained through Project HERO, have resulted in 
a more robust oversight of these key programs. While VHA recognizes the contin-
uous need for improvement, the initial demonstration has validated our ability to 
resolve the key oversight issues identified as a program goal. 

COMPENSATION AND PENSION SERVICE OVERSIGHT OF CONTRACT MEDICAL 
EXAMINATIONS BACKGROUND 

Medical examination reports are an important part of VA’s disability claims proc-
ess. They provide VA regional office rating personnel with a means to establish 
service connection if a medical opinion is needed and evaluate the severity of a Vet-
eran’s disabling symptoms for compensation purposes. A standardized protocol with 
specific worksheets for various types of examinations was developed jointly by the 
Compensation and Pension (C&P) Service and VHA. Although the majority of these 
examinations are conducted by VHA, C&P Service has authority to contract with 
outside medical providers in the examination process. During fiscal year 2008, med-
ical disability examination (MDE) contractors conducted approximately 24 percent 
of all compensation and pension examinations. 
MDE Contractors 

C&P Service has contracted with two MDE providers: QTC Medical Services, Inc. 
(QTC) and MES Solutions, Inc. (MES). The initial authority for use of contract ex-
aminations is found in Public Law 104–275, enacted in 1996. The authority is lim-
ited to ten VA regional offices and authorizes use of mandatory funds for the exami-
nations. QTC was first awarded the contract in 1998. This authority required a re-
port to Congress on the feasibility and efficacy of contracting for examinations from 
non-VA sources. VA selected the ten regional offices to reflect a broad range of 
claims activity, including: (1) offices participating in the Benefits Delivery at Dis-
charge Program (BDD), (2) offices in remote and medically underserved areas where 
Veterans had to travel long distances for examinations, and (3) offices in areas of 
high demand for examinations that may require longer waiting periods to get ap-
pointments. Two of the ten offices selected are involved with BDD and process QTC 
pre-discharge examinations for separating servicemembers that are conducted at 40 
different military base sites. 

Following submission of the VA report in the autumn of 1997, Congress took no 
further action to modify, expand, or rescind the authority. QTC successfully com-
peted for a rebid of the contract in 2003 and this is the contract currently in force. 
During fiscal year 2008, QTC completed 117,089 examinations. 

Public Law 108–183 provided VA with supplemental contracting authority that 
differed from the existing authority in the following ways: (1) funding for examina-
tions under this authority utilizes discretionary funds, (2) the number of locations 
at which VA may use contract examiners is not limited, and (3) the authority cur-
rently will expire on December 31, 2010. Pub. L. 110–389, section 105 extends the 
authority of Pub. L. 108–183 until December 31, 2010. MES has been awarded the 
contract under this authority and began performing examinations in August 2008. 
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Six VA regional offices order at least some of their examinations from MES. This 
contractor currently performs approximately 1,550 examinations per month. 
VA Oversight 

C&P Service oversees both of these contracts. The oversight involves three stand-
ards of performance: quality, timeliness, and customer satisfaction. These perform-
ance standards are evaluated quarterly. The contract provides for financial incen-
tives and disincentives for superior and below standard performance respectively. 
The quality performance measurement for both contractors involves a review of ex-
aminations to determine how closely they follow the approved examination protocols 
for each medical disability. In addition to performance evaluations, C&P Service 
oversight includes an audit of the financial reimbursement process. An independent 
auditor monitors the billing statements presented by QTC and MES to VA and 
assures that they are accurate and appropriate for the work performed. Oversight 
audits are performed twice yearly. 

There are three primary performance measures for assessing contractors: 
• The QTC quality performance standard requires at least a 92 percent accuracy 

rate. Quarterly, 384 examination reports are randomly selected from the ten VA re-
gional offices and their BDD sites. Reviews are conducted by the Medical Director 
of Contract Examinations and C&P Service rating experts for accuracy. 

• The timeliness performance standard is 38 days measured from the time the 
contractor receives the examination request until the final examination report is en-
tered into the electronic system for retrieval. 

• The customer satisfaction performance standard is based on a survey question-
naire given to the Veteran as part of the examination. An independent contractor 
distributes, receives, and analyzes the results. The questionnaire asks for informa-
tion on the following: medical office wait time; performance of medical administra-
tive and support staff; reasonableness of medical office visit time and place; cleanli-
ness of the medical office; performance and responsiveness of the medical examiner; 
and the overall satisfaction with the medical office visit. Answers provided by Vet-
erans are converted to an overall percentage rate. A customer satisfaction standard 
of at least 92 percent is required. 

CONCLUSION 

Mr. Chairman, VA prides itself on providing consistent, high quality care to Vet-
erans, but we know there are times and locations where we cannot meet every pos-
sible medical need for our Veterans. In these situations, contracting and fee-basis 
agreements are important complements to VA’s national system of health care. We 
recognize the importance of our responsibilities in the oversight of care purchased 
outside our facilities or provided by contractors within our facilities, and we con-
tinue to develop initiatives intended to improve the oversight of these agreements. 
We are exploring opportunities across the Department and across the government. 
Thank you again for the opportunity to testify. My colleagues and I are prepared 
to answer your questions. 

Chairman AKAKA. Thank you very much for your testimony, Mr. 
Williams. 

I would like to, before asking questions, ask Senator Begich for 
any opening remarks he may have. 

STATEMENT OF HON. MARK BEGICH, 
U.S. SENATOR FROM ALASKA 

Senator BEGICH. Mr. Chairman, I do not have any. I will look 
forward to the questions because Senator Tester told me to say 
that. 

[Laughter.] 
Chairman AKAKA. Thank you very much, Senator Begich. 
Mr. Williams, I thank you for bringing others to accompany you 

here at this hearing. I just want to mention to you to feel free to 
call on them as we move along with the questions, though I will 
pose the questions to you. 

Mr. Williams, what is the total amount that the VA spends on 
outside providers including all health services? 
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Mr. WILLIAMS. Mr. Chairman, I would like to defer that to Mr. 
Baker. 

Mr. BAKER. The answer is in 2008 we spent approximately $3 
billion on contracted services and fee services, and this year we es-
timate that we will spend approximately $3.8 billion. 

Chairman AKAKA. Can you describe how VA is able to monitor 
such large spending? 

Mr. BAKER. We have standard financial controls in place. Over 
the last 21⁄2 years, we have developed a financial data warehouse 
of information at our Veterans’ Service Center. We use that infor-
mation to provide detailed financial information concerning the use 
of fee-basis and contracted services available with information at 
the medical center level, at the division level, and at the national 
level. This information is not at those levels and used for internal 
review and for financial reporting across the organization, sir. 

Chairman AKAKA. Does VA have access to and routinely review 
quality assurance information by contractors? 

Mr. WILLIAMS. Yes, sir, we do; and we do that through a number 
of means. Mr. Downs would be able to share with you some of the 
aspects of contract oversight. 

Mr. DOWNS. The contracting officer and the COTR, their respon-
sibility is to work with the program as they build those quality 
measures into the contract for performance standards and metrics. 

The COTR then monitors that contract on a regular basis, re-
ports back to the contracting officer if there are any difficulties, in 
which case then the contracting officer then works with the vendor 
to correct those. We have regular reviews that are conducted inter-
nally to ensure that the contractor is performing up to the metrics 
he or she is supposed to. 

We then also have outside reviewers. The OIG and GAO will 
come by and review those contracts. They have a CAP review that 
they conduct now on a regular bases, certainly among the CBOCs. 
We have those internal reviews that we are using. Yes, sir. 

Chairman AKAKA. Recently, Mr. Williams, a review by the In-
spector General found that a contractor providing services at a 
community clinic, did not follow VA’s credentialing and privileging 
policies. The question is: What will VA do to ensure that contract 
providers are following these policies? 

Mr. WILLIAMS. Thank you, Mr. Chairman. 
There are several actions that we have initiated. One is to ensure 

that the appropriate language is included in contracts going 
forward. 

The second is the medical center, in addition to the COTR, has 
a responsibility to review this information and make sure it is in-
corporated into leadership discussions and appropriate actions are 
communicated up through the channels to be taken. 

At various levels in the contracting process, we have individuals 
that also are reviewing the contracts against the deliverables of 
that contract and decisions will be made based upon those as to 
what training, education, or other actions that may be necessary 
are taken. 

I will defer to Mr. Downs for any additional comments. 
Chairman AKAKA. Mr. Williams, on overcharges for CBOC con-

tract care, a recent report from the Inspector General found that 
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VA had been charged by a clinic contractor for over 4,000 veterans 
who are no longer enrolled in that VA clinic. 

What did VA do to address that specific problem and what steps 
will the department take to prevent similar situations from occur-
ring in the future? 

Mr. WILLIAMS. Mr. Chairman, I would like to defer to Mr. Frye. 
Chairman AKAKA. Mr. Frye. 
Mr. FRYE. I have to admit that I am not familiar with the CBOC 

operation, and I just looked at that IG report yesterday. 
Those contracts are put in place by Veterans Health Administra-

tion in the local contracting offices. Again, Mr. Downs has outlined 
the fact that he has contracting officer technical representatives 
looking at the performance of these contractors and they are the 
first line of defense. They are the eyes and ears of the contracting 
officer. If they see something awry with the performance of the con-
tractor, they are to immediately bring that to the attention of the 
contracting officer—the government contracting officer—so that re-
medial action can take place. 

Chairman AKAKA. Thank you. 
Mr. BAKER. Mr. Chairman, if I might, in answer to your ques-

tion, one of your concerns was do we preclude this from occurring 
going forward. 

We do take these lessons learned from IG reports and outside re-
views and share them across our networks with our network direc-
tors and facility directors. We have regular conference calls and we 
have summary reports of these type of reviews to make sure that 
information is shared so it can integrate and the lessons learned 
can be shared with our leadership. We make sure we do not repeat 
the same mistakes in the future. 

Mr. WILLIAMS. Mr. Chairman, if I may, in addition, from an oper-
ations standpoint, we review the contracts. Every 2 weeks we look 
at all of the contracts from the beginning of the process through 
to the end of the process. 

In addition to that, we have an advisory group that will review 
contracts and bring them to me directly at this point through the 
reorganization where we will review those contracts and determine 
what additional actions—be it training, education, or reconfigura-
tion—that need to take place. 

Chairman AKAKA. Thank you. 
I would like to call on Senator Tester for his questions. 
Senator TESTER. Thank you, Mr. Chairman. 
We have learned from previous hearings that the disability exam 

can be quite complicated, especially when exams involve multiple 
body systems and a complex rating system. 

Can you tell me how long it takes for a VA physician to learn 
how to conduct the exams? 

Mr. WILLIAMS. Sir, I do not have that specific information with 
regard to the actual time it would take. I would add, though, that 
we have a time requirement relative to the completion of an exam-
ination—the actual completion of examination. 

Senator TESTER. But I mean as far as what kind of regimen the 
VA physician has to go through in order to be competent when they 
step into the exam room. 

Mr. WILLIAMS. Mr. Baker will address that. 
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Mr. BAKER. We do have a certification program that was begun 
approximately 11⁄2 years ago for compensation and pension exam 
providers. It was designed through our compensation and pension 
exam program in Nashville. 

Senator TESTER. Typically how long does it take for a physician 
to go through that program? 

Mr. BAKER. It depends to a certain extent on the specialty. There 
is a general medical examination module, but there are modules I 
think for approximately 29 specialty type exams. 

I do not have the specific amount of time that each of those mod-
ules is, but we will take that as a note for the record to provide 
to the Committee. 

Senator TESTER. That would be good. 
[The additional information requested during the hearing fol-

lows:] 
TIME TO COMPLETE CPEP CERTIFICATION/TRAINING MODULES 

In 2007, the Compensation and Pension Examination Project (CPEP) developed 
six web-based certification modules for Compensation and Pension (C&P) exams; the 
certification process began in 2008. These certification modules are designed to in-
struct providers on how to effectively conduct and document C&P exams for rating 
purposes. The intent is to provide a thorough understanding of the C&P process, 
terminology, types of requests and strategies for writing exam reports and opinions 
in order that providers can help ensure that Veterans receive timely, thorough and 
fair evaluations of their claimed conditions. 

CPEP has produced a total of 19 training modules on performing and docu-
menting C&P exams. There are six certification modules: General Certification, 
Musculoskeletal, Initial PTSD, Review PTSD, Initial Mental Disorders and Review 
Mental Disorders. 

There are 13 other informational CPEP modules: Aid and Attendance, Cold Injury 
Exam, Diabetes Exam, Foot Exam, General Medical Exam, Genitourinary Exam, 
Hand, Fingers & Thumbs Exam, Heart Exam, Muscle Exam, Nerve/Neurology 
Exam, Prisoner of War Exam, Respiratory Exam and Skin & Scar Exam. 

The intended audience for the modules is C&P examiners, physicians, physician 
assistants, psychiatrists, psychologists, nurses and nurse practitioners. The clini-
cians can receive Accreditation Council for Continuing Medical Education (ACCME) 
or American Nurses Credentialing Center (ANCC) continuing education credits for 
each of the modules. 

TIME TO COMPLETE MODULES 

The average time required to view each CPEP module and answer the accom-
panying questions is provided below, but the time may vary depending on the 
clinician. 

• General Certification module: 1.5 hours 
• Musculoskeletal Certification module: 1 hour 
• Initial Mental Disorders Certification module: 1.5 hours 
• Review Mental Disorders Certification module: 1 hour 
• Initial PTSD Certification module: 2 hours 
• Review PTSD Certification module: 1 hour 
• Other informational training modules: 1 hour each 
All C&P clinicians must complete the one and-a-half (1.5) hour General Certifi-

cation module. Those performing musculoskeletal exams must complete that module 
also, for a total time of two and-a-half (2.5) hours. Mental health specialists per-
forming only review mental health exams must complete the General Certification 
plus the two review mental health modules for a total time of three and-a-half (3.5) 
hours. Mental health specialists performing all four types of mental health exams 
must complete the General Certification plus all four mental health modules for a 
total time of seven hours. 
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TIME TO LEARN TO CONDUCT EXAMS 
(REGIMEN TO BE COMPETENT WHEN CLINICIAN STEPS IN THE ROOM) 

From the summary above, we know that it takes one and-a-half to seven hours 
to complete the CPEP certification process. Completing the appropriate CPEP cer-
tification modules should provide a clinician with the background and overview that 
he or she needs to perform a competent C&P disability exam and report. 

However, expertise in the C&P process is something that takes time to acquire. 
Most clinicians are experienced in performing treating exams, but not C&P dis-
ability exams, which are unique medical-legal exams. Many new C&P clinicians will 
go through the certification process and then shadow another clinician for a week 
or so. New C&P clinicians often have their exam reports critiqued by more experi-
enced C&P clinicians for several weeks or longer. 

As clinicians take time to attend C&P conferences, review results from CPEP’s 
quality reviews, discuss cases with colleagues, and gain experience in interviewing 
and examining Veterans specifically for C&P disability purposes, their expertise and 
skill as C&P clinicians increases. 

Senator TESTER. You have 29 specialty exams. Does each veteran 
have 29 docs take a look at him? 

Mr. BAKER. No. In terms of the rating requests that we receive 
from the Veterans Benefits Administration, there are approxi-
mately 29 templates for types of exams that are requested from 
them. I think 29 is the correct number. I may be off one or two. 

Senator TESTER. Typically how many docs look at a vet when 
they do their exam? 

Mr. BAKER. My understanding is that for recently discharged vet-
erans, there are up to 11 disabilities that have been requested; and 
in general, they require two or three exams at least to complete the 
review of their body systems for the disability exams that have 
been requested. 

Senator TESTER. Do you have any idea how long those exams 
take? 

Mr. BAKER. I do not have that information, really. 
Senator TESTER. That is fine. Does the VA train the contractor 

physicians in the same way they train the VA physicians? 
Mr. BAKER. I cannot speak for QTC as to whether or not they 

use our training modules or not. Mr. Mayes may have the answer. 
Mr. MAYES. We did not specifically train the contract exam pro-

viders but there are certain credentialing requirements that they 
have to have before they can conduct a C&P examination. All of 
the examiners or the contract providers that are conducting C&P 
exams are physicians. 

The other point that I would make is that the criteria by which 
the exam is conducted is based on exam templates and exam work-
sheets. This is a collaboration between the Veterans Benefits Ad-
ministration and the Veterans Health Administration. 

We work with the medical experts to come up with the protocol 
for the C&P exams, such that it gives us an exam report and exam 
findings that allow us to match that up against the VA rating 
schedule. 

Senator TESTER. So, what I am hearing you say—and you may 
correct me—the critical component of this is not necessarily the 
physician’s level of expertise on how to conduct the exam, but rath-
er the template? 

Mr. MAYES. I would not characterize it exactly that way, Senator. 
I think it is critical that an examiner be properly credentialed, be 
familiar, and understand how to apply that. 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00017 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



14 

Senator TESTER. When it comes to quality control, I am sure you 
do assessments on the docs that do these 29 different types of 
exams. Does the VA do quality control on those docs to make sure 
that there is a level of adequacy and accuracy there? 

Mr. BAKER. The compensation and pension exam program that I 
mentioned in Nashville has a comprehensive quality assurance pro-
gram for examinations conducted by VHA physicians. We do a sam-
ple review of exams from each medical center for all providers on 
a monthly basis and provide that information to VBA and inter-
nally to VHA. 

[Additional information provided by VA follows:] 
Question. How does VBA ensure that field stations send accurate examination re-

quests to the contractors? 
Response. The C&P Contract Management Staff reviews examination requests on 

a daily basis. If the examination request is incomplete, it is immediately sent back 
to the field station of jurisdiction for correction. The Contract Management staff is 
in contact with the examination coordinators at the regional offices daily to answer 
questions and provide guidance. The staff holds monthly conference calls with the 
examination coordinators to review any error trends and update them on changes. 

Senator TESTER. What quality assurance process do you have for 
the QTC folks? 

Mr. MAYES. There are three elements to the measurement of 
quality with respect to QTC and MES, the other contractor that 
provides exam services. 

We measure the contractor on timeliness. We measure the con-
tractor on quality. It is very similar to what we do under the VHA 
exams with respect to quality—do they comply with the criteria 
that is established for the exam report that then allows our rater 
to evaluate the veteran’s disability claim. And then, also, we evalu-
ate the provider on customer satisfaction. 

[Additional information provided by VA follows:] 
Question. How does VBA ensure that contractors properly complete examination 

requests? 
Response. Both medical disability examination contractors are reviewed for com-

pliance on exam quality (92% or better), exam timeliness (38 days to complete the 
request on average), and overall customer satisfaction (90% or better). 

To measure compliance with examination quality, the C&P Contract Management 
Staff completes quality review on 530 completed examinations quarterly. These re-
views are in addition to reviews completed by the contractors. 

To measure examination timeliness, completed examinations are pulled from the 
contractor’s computer system into VA’s system on a nightly basis, and VA measures 
the number of days between the exam request and delivery. 

Overall customer satisfaction is measured through a Customer Survey Card con-
tract with AMTIS. AMTIS produces customer survey cards that are sent to the con-
tractors for insertion in the Veteran’s examination appointment letter. AMTIS com-
piles the card results and submits a report to the Contract Management staff on 
a monthly basis. The average return rate on the customer survey cards is 40 per-
cent. 

The Contract Management Staff also holds monthly conference calls with both 
contractors to discuss issues and provide guidance on any changing policies. 

Senator TESTER. Do you compare the outcomes of the disability 
ratings between the contractors and the VA? 

Mr. MAYES. For our purposes in making an entitlement deter-
mination, we are concerned that the output—the exam report—is 
adequate for us to evaluate the veteran’s claim. To that extent, we 
have standards in place for quality and we are checking that both 
in VHA and with our contract providers. 
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Senator TESTER. I did not note it and you do not have to say it 
again. Are the outcomes of the disability ratings that are given by 
VA and QTC, are they tracked? 

Mr. MAYES. Yes, Senator, they are tracked. The quality is 
tracked both for VHA exams, C&P exams, and contract-provided 
exams. 

Senator TESTER. OK. My time is up. Thank you, Mr. Chairman. 
Chairman AKAKA. Thank you very much, Senator Tester. 
Let me call on Senator Begich for your questions. 
Senator BEGICH. Thank you very much, Mr. Chairman. 
First, I have a more general question on HERO versus the tradi-

tional fee-basis program. I know you are 21⁄2 years into the HERO 
program, and it seems to have—or at least in the process of hav-
ing—some success. 

What is the long-term outlook that you would see in the HERO 
program in the sense that it is on a 5-year demonstration project; 
so what is next? 

Mr. WILLIAMS. Sir, Mr. Baker will answer that question. 
Mr. BAKER. The HERO program, as you know, is a pilot program 

with a potential of 5 years. We are getting ready and, in fact, have 
exercised the third year of the contract, which will start actually 
tomorrow. 

We believe that the HERO contract has given us a wonderful op-
portunity to learn some valuable lessons on our ability to have 
national- or regional-level contracts, the type of specifications we 
need for that contract, and how to interact with our partners in 
providing those services. 

I would say that going forward I would not expect that if we 
were to recompete a HERO contract that it would be exactly the 
way that we specified in our original contract. 

There are many lessons that we have learned from both sides of 
the equation, both from a VA perspective—in terms of specifying 
the pricing schedule, some of the criteria in terms of how we refer 
patients, and what our expectations are of the provider—and I am 
sure the provider side has some feelings on that as well. 

We have used this as a test bed to learn lessons going forward 
and we expect to continue to do that through the life of the existing 
contract. 

Senator BEGICH. Great. I just want a clarification on one point. 
I do not remember who said it, but on the amount of contracted 
services, you indicated $3 billion this year and next year $3.8 bil-
lion. When I look at the IG report, it talks about I think $1.6 bil-
lion. So, just help me understand. 

Mr. BAKER. The IG report was on outpatient pre-authorized care 
only. 

Senator BEGICH. So, a portion of the total—— 
Mr. BAKER. Right, a portion of the total. But, the question we 

were asked was about total cost of non-VA care, or purchased care, 
so the numbers I provided were for that amount. 

Senator BEGICH. Great. I do not know who would answer this, 
maybe Mr. Williams. Do you agree with the IG report in their anal-
ysis of what they have calculated in overpayments and those kinds 
of issues? 

Mr. WILLIAMS. I will defer to Mr. Baker. 
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Mr. BAKER. You are talking about the fee-basis IG report rather 
than the CBOC? 

Senator BEGICH. Yes. 
Mr. BAKER. In general we agree with the IG report. We think 

that there are some specific numbers, in terms of their 37 percent 
figure, that probably are an overstatement. 

Senator BEGICH. How much overstatement would you say? I 
mean is it double what you think it is; because I am going to drive 
to the next question which is further discussion of the account-
ability measures that you have in place or will have in place. 

So, is it a little bit over? 37 percent is a lot. 
Mr. BAKER. We agree with that. 
Senator BEGICH. Give me an idea of what you think. 
Mr. BAKER. I cannot give you an exact number, but I can tell you 

a couple of factors that I think need to be taken into consideration. 
One is that we have a mechanism where on our fee authoriza-

tions we specify a certain payment amount and that payment 
amount may not be in line with the 75th percentile that is our fee 
schedule. 

The IG considered that as an error on our part, saying we should 
have paid on the 75th percentile. We actually have a General 
Counsel opinion that says that we were correct in using the author-
ized amount. So, that will have an impact of that number. 

They also included any discrepancy between the paid amount 
and the amount that they calculated would be accurate, even if it 
was less than a dollar. The industry standard is that many of those 
would not have been counted. 

So, we are doing a detailed review of their information. We ex-
pect the number will go down but it still will be a number that re-
quires us to follow up with actions. 

Senator BEGICH. Have you at any point in the last 3 or 4 years— 
I think this was a 4-year study—have any folks that you do busi-
ness with been canceled in the sense of outpatient care? 

In other words, because of double billing or inappropriate ex-
penditures that appear for reimbursement? Have you ever canceled 
anybody? Have you ever said, you know what, you have an error 
rate that is too high, you are out? Have you ever done that? 

Mr. BAKER. Not to my knowledge. 
Senator BEGICH. OK. You can see where I am going here. It is 

great to have a report and let us say it is 15 percent, let us say 
it is half, say it is 181⁄2 percent; it is still tens of millions of dollars. 

And if the contractor continues to perform the service and all it 
amounts to is a lot of paper going back and forth but you do not 
actually lay down hard on them and say, you know what, we are 
not doing business with you anymore; that will send a message and 
create a ripple effect to people who inappropriately bill. 

So, I guess I would urge you in your process of reevaluating your 
procedures that is part of it: that you make it clear that if you con-
tinually send poor records you are out, period. 

Then the next question I would have is do you have any numbers 
that you can share with me or the Committee on how much you 
have recouped in any of the overbillings or accounting errors on the 
part of physicians or outpatient services? 
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Mr. BAKER. I think we have some apples and oranges that are 
being mixed here. In terms of the IG report and the 37 percent, the 
vast majority of that was a determination that we had inappropri-
ately processed those bills internally, not that they had been billed 
incorrectly by the providers. 

So, in terms of saying that because of the IG report we should 
have taken action against providers, I do not think that is the case. 

Senator BEGICH. OK. My time is pretty much up. But when I 
read it, there is an amount overpaid—maybe it is defined dif-
ferently, how you define it—and then there is underpaid. 

So, are you telling me all the overpaid are just VA mistakes on 
the proper report paperwork and that everyone should have been 
paid? 

Mr. BAKER. I am saying that in the IG report when they said 
there were overpayments, they are saying that VA inappropriately 
applied either its fee schedule or a Medicare schedule that should 
have applied for what was billed to us, and that was not a fault 
of the vendor but rather an internal fault of VA, and that we need 
to improve our procedures. 

Senator BEGICH. Let me end there. So in no case, a vendor has 
received double payment for any services? 

Mr. BAKER. No. There were some situations where VA should re-
coup and we are following up on those specific cases—— 

Senator BEGICH. That is the question. 
Mr. BAKER [continuing]. As identified in the IG report and we 

will be requesting repayment to VA where that overpayment has 
occurred. 

Senator BEGICH. I will end there. Thank you, Mr. Chairman. I 
am sorry I went over a little bit. 

Chairman AKAKA. Thank you, Senator Begich. 
Senator Burr, your opening statement and your questions. 

STATEMENT OF HON. RICHARD BURR, RANKING MEMBER, 
U.S. SENATOR FROM NORTH CAROLINA 

Senator BURR. Mr. Chairman, I thank you and I apologize to our 
witnesses for my tardiness. I would ask unanimous consent that 
my opening statement be a part of the record and I will use the 
time for questions. 

[The prepared statement of Senator Burr follows:] 

PREPARED STATEMENT OF HON. RICHARD BURR, RANKING MEMBER, 
U.S. SENATOR FROM NORTH CAROLINA 

Thank you Mr. Chairman. Welcome to our witnesses this morning. 
We are here to look at how VA ensures veterans are receiving quality, cost-effec-

tive healthcare services when it purchases those services from the private sector. 
I think many would be surprised to learn the extent to which VA relies on outside 

providers to deliver services to veterans and certain survivors of veterans. 
Of course contract care should never be used to supplant the VA health care sys-

tem. VA provides services that are specialized to the unique needs of veterans and 
is now known as one of the top providers of medical care in the country. But, in 
some cases, it does make sense to complement that care with the help of community 
providers. 

I welcome this discussion. I’ve heard from many North Carolinians who live in 
rural communities who tell me that while they like the VA health care system, 
they’d rather avoid the long trip and just see their community doctor in some cases. 

For this reason I’m excited about the rural health contract pilot program that was 
part of Public Law 110–487. VISN 6 will be a part of that pilot, which will give vet-
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erans residing long distances from VA medical facilities the option of receiving their 
care in their community. 

Using local community providers can save rural veterans from long, tiresome 
trips. It can also be a way to deal with veterans’ healthcare needs in rural America, 
especially when there are very few providers to meet the current need, particularly 
in specialty care. Therefore, establishing relationships with community providers is 
essential. 

Of course when VA uses taxpayer dollars to purchase care for veterans we must 
ensure that we’re getting three key things in return: timely access; quality care; and 
a fair price for the contracted services. 

I look forward to hearing from our witnesses to see if the contracts which are the 
focus of today’s hearing address these three key elements. 

A couple of other points I think are worth noting. VA spends more than $3 billion 
on healthcare provided outside its doors. Obviously some of this care is governed 
under a contract relationship. But the bulk of it is regular fee-based care. 

I’m interested to see what quality and cost mechanisms are in place for fee-based 
care as well. A comparison between care purchased under contract and regular fee- 
based care will help determine whether VA should favor one approach over the 
other. 

Finally, I’m interested to see VA’s own measures when it comes to performance, 
quality, and cost. We should hold those VA does business with to the same standard 
as VA holds itself. To ensure that VA healthcare continues to serve our veterans 
well, VA must set meaningful measures in place to compare itself with the private 
sector and vice versa. 

Mr. Chairman, I look forward to the testimony and, again, thank you for calling 
the hearing. I yield back. 

Senator BURR. Mr. Baker, I will direct this at you. Well, let me 
pickup on what Senator Begich was asking. Does the VA track 
error rates in fee-for-service health care provided? With fee-based 
health care, do you track the error rates? 

Mr. BAKER. We do not have an effective mechanism of identifying 
the error rate to track at this point, Senator. 

Senator BURR. That is in large measure because the patient may 
only go to the fee-based physician once or the times that are pre-
scribed by the VA and there is no requirement by the provider to 
supply the medical outcome from a standpoint of what their obser-
vation was or their treatment was. Is that correct? 

Mr. BAKER. In contracted care and we do—— 
Senator BURR. I am separating contract care from fee-based. In 

contracting care, you can stipulate in the contract that they have 
to report their error experience. 

Mr. BAKER. With our past practice, we may or may not have got-
ten the medical information, which I think is your point. We have 
modified our directions to the local facilities indicating that they 
should indicate on the individual authorization forms a require-
ment that providers provide to VA the medical information gen-
erated by the treatment that was authorized. 

Senator BURR. Is it not safe to say that if we do not capture the 
treatment that was provided, then we have an incomplete medical 
history on that veteran? 

Mr. BAKER. That would be correct, sir. 
Senator BURR. Within the VA system, if the rest of their care 

was delivered there, it would be delivered without the knowledge 
of that one, two, or three times that they went outside the system 
at the direction of the VA? 

Mr. BAKER. If that information is not available nor sent back to 
us, you are correct, sir. 

Senator BURR. I have been contacted by a urologist in North 
Carolina who is now refusing to see any new VA patients. He indi-
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cates that it is due to a history of VA diagnosing patients and then 
sending them outside with less than complete evaluations required 
and no additional clinical surveillance. 

I do not want to practice medicine in this hearing. But my point 
would be this: are we asking for the right things when we send 
people out and do we attempt to do any post-treatment surveillance 
that is beneficial to the overall health care treatment of the veteran? 

Mr. BAKER. My reaction, sir, is that we do try to do that. That 
the fee-basis and contract care both are considered an integral part 
of our treatment of veterans and that we do have monitoring sys-
tems and quality performance standards in place so that whether 
the care is outside of VA or inside the VA that we monitor the out-
come for the patient. 

Senator BURR. But there is no requirement on any fee-based 
service to provide the medical records to the VA, am I correct? 

Mr. BAKER. If we indicated that on the authorization form as I 
indicated earlier, then we would expect that that is an implied con-
tract and they would provide that information to us, sir. 

Senator BURR. What are the three things that trigger within VA 
the decision to contract outside or to arrange for a fee-based service 
outside? 

Mr. BAKER. Availability within VA and geographic accessibility 
are the principal issues. 

Senator BURR. OK. Any other ones? 
Mr. BAKER. I cannot remember off the top, sir. 
Senator BURR. Good. According to the National Council for Com-

munity Behavioral Health Care, VA is competing for the limited 
number of mental health providers, a situation that may be, and 
I quote, ‘‘. . . exacerbating an existing mental health workforce 
shortage, and potentially compromising the long-term treatment 
and rehabilitation needs of returning veterans.’’ 

What has been suggested is a model of collaboration versus a VA 
attempt to take all of the health care professionals in mental 
health and bring them under the VA’s ownership. 

What are your thoughts about the idea of creating these targeted 
partnerships with existing community providers? 

Mr. WILLIAMS. Senator, I would suggest we look for every oppor-
tunity to partner within the community to find a way to improve 
our access for our veterans and to provide the care that they need. 

We work very closely with our affiliations in universities and 
medical schools across the country to meet many other specialty 
care needs. 

With regards to the idea of a model where we can improve our 
access to care and to be a greater partner in the delivery of that 
service, I would think that would be a good idea. 

But, we continue to be afforded the opportunity to meet or exceed 
the expectations of the mental health community. We work dili-
gently to try to get those providers, those specialist, that staff on 
board, and oftentimes as an adjunct to the recruitment and reten-
tion that we enjoy, we still have to rely on our universities and our 
community partners to provide that service. 

To answer your question, again I think we look forward to the 
opportunity to explore partnership opportunities to improve access. 
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Senator BURR. I appreciate that because I think it is an impor-
tant component. I hope you understand that we are concerned 
about what the council raised and that is, if the VA absorbs 99 per-
cent of the mental health providers into the VA system, there is 
nobody to partner with on the outside. 

I think they are raising a red flag very early to say maybe the 
goal within the Veterans Administration—from the standpoint of 
having all the mental health providers on the employment of the 
Veterans Administration—might cause a real problem. 

I mean statistically, 25 percent of enrollees in the VA seek all 
their care within the VA, while 75 percent treat some combination 
of care with both the VA and outside. 

For mental health we are getting to a point with the number of 
providers available outside of the VA system that vets are going to 
have to seek 100 percent of their mental health care within the VA 
because that is going to be where the only providers are. 

I understand the unbelievable requirements within the system 
now to treat mental health. Much of it emanates from this Com-
mittee. I would only say it is time to understand why the council 
is releasing this red flag for us to rethink whether we want a good 
balance of private providers in mental health matched with em-
ployees of the Veterans Administration. If not, we are limited to 
one path and that path is not necessarily always the most cost-ef-
fective or the most effective from the standpoint treatment. 

I thank the Chairman for allowing me to go over. 
Chairman AKAKA. Thank you very much, Senator Burr. 
I would like to call on Senator Burris for his questions. 

STATEMENT OF HON. ROLAND W. BURRIS, 
U.S. SENATOR FROM ILLINOIS 

Senator BURRIS. Thank you, Mr. Chairman. 
Mr. Chairman, I have an opening statement. I would ask for 

unanimous consent that it also be included in the record. 
Chairman AKAKA. It will be included in the record. 
[The prepared statement of Senator Burris follows:] 

PREPARED STATEMENT FROM HON. ROLAND W. BURRIS, U.S. SENATOR FROM ILLINOIS 

Thank you, Mr. Chairman. I am glad that our committee has decided to tackle 
this important issue today, because I believe that we are not seeing the proper 
transparency and accountability in the VA’s contracting procedures. 

I fully appreciate that in some cases the VA must seek services outside of VA fa-
cilities. For example, it would not be cost-effective for the VA to staff every potential 
medical specialist in every geographic area. 

It is perfectly reasonable to use outside providers in these cases. 
However, I am concerned that VA may be relying on outside entities too heavily, 

and that some contracts may not provide the best possible service or value to our 
veterans. 

Contracts should be used sparingly, and only in cases where the VA is unable to 
effectively provide a necessary service. 

As I have said many times, our veterans deserve the best possible care, and no 
entity is in a better position to understand the unique needs of our veterans than 
VA providers. 

Through this hearing, I hope we can clarify the VA’s method for determining the 
costs and benefits of contract services and work toward improvements in that 
process. 

Senator BURRIS. I will go straight to my questions to follow up 
on what Senator Burr and Senator Begich asked. 
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I am concerned about—could you give me an accounting of the 
costs associated with the HERO project when compared to the fee- 
for-service model. Is there an accounting that you can give for that? 

Mr. WILLIAMS. Mr. Baker will take that question, sir. 
Mr. BAKER. We have done an analysis of the HERO contract. I 

think you heard Mr. Williams indicate that at a very high level the 
Humana contract in general 89–90 percent are at Medicare level or 
below and that Delta Dental is 80 percent or below of the dental 
standard. 

In terms of actual costs per patient—— 
Senator BURRIS. Yes. 
Mr. BAKER [continuing]. The cost per patient for the HERO pa-

tient is something over $1,000 for medical care—outpatient medical 
care. The gross fee per patient is over $4,200. 

I am not sure that the comparison of patient to patient in HERO 
and all of the fee programs is necessarily a direct comparison but 
those are how the numbers come out. 

In terms of Delta Dental, the fee average cost of $1,600 and the 
average for HERO was approximately $1,500. So approximately 
$100 less. 

Senator BURRIS. So, that is the side-by-side fee for service. 
Mr. BAKER. Comparison of fee versus the HERO costs per 

patient. 
Senator BURRIS. Why is it that the contract services are nec-

essary for 20 percent of compensation and pension medical exami-
nations? 

Mr. WILLIAMS. Mr. Mayes. 
Senator BURRIS. Mr. Mayes. 
Mr. MAYES. Yes, Senator. Essentially, it is the same criteria that 

Mr. Baker pointed out earlier. It is an access issue. We looked 
around the country at areas where the VHA was having a chal-
lenge in I guess providing the C&P exams in a timely manner. 
Some of those challenges were related to securing adequate folks 
to do those exams. 

When we analyzed the lay of the land with regard to providing 
those needs, we collaborated with VHA and we put contracts in 
place that covered those jurisdictions. 

Senator BURRIS. So, why cannot the VA hire those physician di-
rectly? You said there is a problem with the VA staffing and re-
cruitment in this regard? 

Mr. MAYES. I cannot speak to whether or not VHA can hire the 
physicians directly. What I can say is that when we were trying to 
target where it was we were going to utilize the contracted serv-
ices, we were looking at the performance of the VHA exams at the 
time. This goes back to, initially, 1998 with the QTC contract. 

So, that was the basis for where it was within the country that 
we were going to target these contracted services. I would defer to 
my colleagues with respect to the hiring. 

Senator BURRIS. What about the QTC contract that is in close 
proximity to Washington, DC, in Alexandria, VA? Why is the VA 
unable to directly hire examiners in our Nation’s capitol? I mean 
you are contracting right out here in the vicinity? 

Mr. MAYES. We are utilizing, for example, QTC exam providers 
in support of our BDD program. Two of the regional offices handle 
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our BDD and quick start claims. So we have an opportunity to 
have exam providers in close proximity to military installations 
where we have servicemembers who are separating. 

Senator BURRIS. Is there a VA hospital here in the vicinity? VA 
facilities here? 

Mr. MAYES. Yes, Senator, there is. 
Senator BURRIS. Is there a staffing problem there? 
Mr. MAYES. Again I would have to defer to my colleagues on 

staffing the C&P exams directly. 
Mr. WILLIAMS. Senator, I am not aware of any specific staffing 

problems, particularly at the DC facility. There are only three fa-
cilities in the immediate area: the DC facility which handles the 
primary catchment area for the District and some of the sur-
rounding counties; Martinsburg VA Medical Center, which is a 
much smaller facility; and then we have a Baltimore facility, which 
is an acute care facility. 

With regards to, and again I cannot speak to QTC, but with re-
gards to the recruitment piece, typically where we have challenges 
is in the specialty area where we are trying to find neurologists 
or where we might be looking at audiology, and some of those 
specialties. 

When we look at this, we look at it from a couple of standpoints. 
One is, are we able to complete an examination in 35 days. That 
is one of our marks that we have been looking at. So, it is a rate. 

On average on a national basis, we complete these physicals in 
about 30 days, but we do have outliers. We do have a monitoring 
system in place where if we see a trend of 2 months where there 
is an increase in the rate, if it goes beyond the 35 days, then we 
intervene from a leadership standpoint. Many of our facilities are 
able to complete those physicals in less than 30 days. 

The other piece is a quality measure. I think VBA might be able 
to speak more definitively to that. But in the quality measure, we 
look at the number of returned physicals. 

If we get a significant number, whatever that threshold may be, 
then there is an indication there with regard to the amount of 
staffing, training and education of the staffing, and possibly of the 
availability of specialists that can address these issues. 

The third component is the satisfaction piece, what feedback we 
get from the veterans that are receiving these types of services and 
benefits. 

But with regard specifically to the Washington area, I am not 
personally aware of any hiring challenges. From time to time, de-
pending on the rate and volume of physicals that we get at any one 
time, we do have some challenges with getting those out in a time-
ly manner. Then we rely on QTC and other means to address those 
physical exam needs. 

Senator BURRIS. Thank you, Mr. Chairman. I am sorry my time 
did go over. Thank you very much. 

Chairman AKAKA. Thank you, Senator Burris. 
Mr. Williams, I understand VA is creating four new regional of-

fices to oversee local contracts. My question is: what are the advan-
tages of this new structure and how will it fix some of the issues 
that are being discussed at this time: over billing; quality-control; 
and access to care? 
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Mr. WILLIAMS. Thank you, Mr. Chairman. I will defer to Mr. 
Downs. 

Chairman AKAKA. Mr. Downs. 
Mr. DOWNS. Mr. Chairman, this is a whole movement toward 

professionalism of acquisition in the Veterans Health Administra-
tion and throughout VA. 

We have implemented a number of initiatives. Mr. Frye, when he 
came on board in his position, he had PriceWaterhouseCooper do 
a review of all VA acquisition. They came forth with a number of 
recommendations that would improve the efficiency of our oper-
ation and improve acquisition in the areas of quality, oversight, 
monitoring, policy, procedures, standardization, and business prac-
tices, and put all of the acquisition people into one chain of com-
mand from the facility level all the way up to Washington and re-
move the influence of the local directors, the network directors, and 
others so that the acquisition officer, the contracting officer, could 
concentrate on his job—fulfilling the requirements of the program 
managers in developing the requirements, getting the contracts 
out, and making sure that they are properly monitored and that 
oversight was conducted. 

This whole process is going to make us much more efficient. We 
are dealing with nearly 22,700 active contracts this year. These in-
dividuals who do these contracts with this new organization—we 
will be able to make sure that they receive all the training that is 
required; that they will be properly certified. In fact, that is a re-
quirement. They cannot perform their jobs unless they are cer-
tified. They will have continuing education. 

The four regional offices. Their job is to: monitor the quality of 
the contracts; do the audits; make sure that they are compliant 
with all the regulations; and make sure they follow up on the 
COTRs, which the contracting technical representatives who are 
the program folks responsible for monitoring the contract to make 
sure it is being met, which relates to some of the earlier questions. 

So, this is a whole movement toward professionalizing and mov-
ing our acquisition organization up in line, not only with the other 
agencies in the government, but to move us forward into the 21st 
century. 

Chairman AKAKA. Thank you. 
Mr. Williams, the Office of Management and Budget directed 

Federal agencies to end their overreliance on contractors. What has 
VA done to comply with this direction? 

Mr. WILLIAMS. Mr. Chairman, I defer to Mr. Jan Frye. 
Mr. FRYE. Thank you, Mr. Chairman. In accordance with the Of-

fice of Management and Budget’s direction of July 29, 2009, each 
agency subject to the CFO Act—the Chief Financial Officer Act— 
must conduct a pilot under which they perform a multi-sector, 
human capital analysis of at least one organization, program, 
project, or activity where there are concerns about the extent of re-
liance on contractors and take appropriate steps to address any 
identified weaknesses. 

The VA is in the process of identifying a program or activity that 
will serve as VA’s pilot program. The VA is due to notify OMB of 
its candidate organization for the pilot employee program tomor-
row, October 1. 
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Chairman AKAKA. I am glad to hear this. It was mentioned dur-
ing the testimony that there is, as you said, a policy not to rely en-
tirely on contractors. 

Mr. Williams, QTC was awarded additional years on its contract 
for good performance. Yet a report by the Inspector General on 
payment issues under the contract resulted in QTC paying VA mil-
lions of dollars because of overbilling. Can you explain this appar-
ent inconsistency? 

Mr. WILLIAMS. Sir, I will defer to Mr. Mayes. 
Chairman AKAKA. Mr. Mayes. 
Mr. MAYES. Mr. Chairman, I will take that question. First of all, 

I would like to point out that the VA had brought in an auditor 
and had discovered the overbilling in the first place. The OIG then 
came in following the audit that we had implemented and identi-
fied or confirmed some of that overbilling. 

Following that, we sent a bill of collection to QTC and they did 
repay the government for the overbilling. They not only repaid the 
overbilling for the term of the initial audit that we had initiated, 
but also going back to the beginning of the contract. So, QTC was 
very forthcoming and repaid the government. 

Regarding the award terms, the way the contract was structured 
was based on performance from the veteran’s perspective: the time-
liness of the exam; the quality of the exam report, as we talked 
about; and then customer satisfaction. 

So, the award terms based on that contract were not linked to 
billing. QTC has met the performance targets that were established 
in the contract. I would mention that they did not receive award 
terms for all of the years of the contract, which were one base year 
and four option years. They only received award terms for 3 out of 
those 5 years. 

I hope that answers your question, Mr. Chairman. 
Chairman AKAKA. Thank you. 
Senator Tester. 
Senator TESTER. Thank you, Mr. Chairman. 
I wanted to go back to my previous round of questions and get 

clarification. I assume we go through Mr. Williams, though I think 
you are probably going to refer it to Mr. Mayes because it was a 
question he answered. 

The VA does track the outcomes of disability ratings by the con-
tract and by the VA. I believe that is what I heard you say and 
I just want to make sure that that is correct. 

Mr. MAYES. We track the exam quality, not the rating outcome. 
The quality of the exam in many cases forms the basis for the rat-
ing decision. 

Senator TESTER. OK. But ultimately in the end you track the 
outcomes of those exams that are done as far as potential problems 
that the vet would have. Do you track those kind of things, if they 
are appealed, all that stuff? 

Mr. MAYES. No, sir, we do not track whether they are appealed. 
Senator TESTER. So, not to put words in your mouth, but what 

you are tracking is performance and timeliness of the exams, to 
refer to the Chairman’s question? 
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Mr. MAYES. Performance in terms of timeliness, performance in 
terms of quality as measured with compliance to the exam tem-
plate, and then performance with respect to customer satisfaction. 

Senator TESTER. How do you determine the customer satisfac-
tion? That is what I am getting at. 

Mr. MAYES. Understood, Senator. I am sorry if I created—— 
Senator TESTER. No, you have not. 
Mr. MAYES. The customer satisfaction—we have a separate con-

tract with another vendor. They administer customer satisfaction 
questionnaires. Those questionnaires are provided to the veteran 
prior to—— 

Senator TESTER. Can you tell me what the results of those ques-
tionnaires are as far as the contractor versus the VA exams? 

Mr. MAYES. I can only speak to the contractors. C&P Service ad-
ministers the contracts for QTC and for MES, the two providers. 
Veterans say they are consistently highly satisfied. 

Senator TESTER. They are consistently highly satisfied with the 
work that the contractors are doing. How about the VA? Are they 
consistently highly satisfied with the work the VA is doing? 

Mr. MAYES. I cannot speak to that, Senator. I will have to defer 
to my colleagues. 

Mr. BAKER. We do not have a systemwide customer satisfaction 
specifically for C&P exams. We do have individual medical centers 
and some networks that have established focus groups, interviews, 
and some customer satisfaction. 

We do have an initiative to initiate such a customer satisfaction 
program in 2010. 

Senator TESTER. All right. I want to go back to the previous 
round of questions. I just want to make sure my understanding is 
correct; and this is probably for Mr. Mayes again. 

You give the contractors a VA template or form but you do not 
train them, and I assume you do not train them how to use that 
form either; or if I am wrong on that, clarify in any way. 

Mr. MAYES. I will take this for the record and provide a fully de-
veloped response, Senator. We are interacting with the contractors 
on a regular basis and we have a staff within C&P Service that is 
monitoring the exam requests because those requests come from 
VBA regional office personnel. Then we have a statistical quality 
control mechanism on the reports that come back. 

So, we are looking at if there are problems meeting the quality 
indicators as the exams come back. We then, are constantly in com-
munication with vendors with respect to any findings that we dis-
cover on the reports that are coming back—really with our people 
too—because we have got to make sure that it is an adequate re-
quest. We have to ask for the right exam. 

RESPONSE TO REQUEST ARISING DURING THE HEARING BY HON. JON TESTER TO 
BRADLEY MAYES, DIRECTOR, COMPENSATION AND PENSION SERVICE, VETERANS 
BENEFITS ADMINISTRATION, U.S. DEPARTMENT OF VETERANS AFFAIRS 

Question. How do the medical disability examination contractors (QTC and MES) 
train their medical examiners? 

Response. Both Medical Disability Examination contracts require the contractors 
do the following in consultation with VA: 

• Prepare and implement a training program for all examiners; 
• Provide orientation and instructions for conducting examinations based on VA 

worksheets; 
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• Provide training to ensure that examiners have an appropriate attitude toward 
veterans and their unique circumstances; 

• Explain the concept of presumptive diagnoses in view of the unique cir-
cumstances of military service; 

• Ensure that examiners understand how to assess and document pain in accord-
ance with VA regulations; 

• Provide training to explain the differences between VA disability examination 
protocols versus examination protocols for treatment purposes; 

• Demonstrate a quality assurance program; 
• Monitor physicians’ offices to ensure veterans are seen within 30 minutes of the 

appointment time; and 
• Make any corrections and return them to VA within 14 business days. 

Senator TESTER. It would seem to me that the appeals rate 
would be something that you would use as a method by which to 
determine adequacy. 

Do you use appeals rates? I am talking about VA versus 
contractor. 

Mr. MAYES. Appeal with the decision? 
Senator TESTER. Appeal with the examination. That is correct, 

when they come back. 
Mr. MAYES. The exam is used to form the basis for our entitle-

ment determination. 
Senator TESTER. That is correct. 
Mr. MAYES. We are not measuring a notice of disagreement with 

the entitlement determination. We are not looking at that in those 
cases where that entitlement determination is based on a contract 
exam as opposed to a VHA-provided exam. 

Senator TESTER. Why not? It just seems to me—and just tell me 
Mr. Williams or Mr. Mayes, if you can tell me what you do now. 
There is probably a good reason for it. 

Mr. MAYES. Senator, I am back to—it is a legal decision. The en-
titlement determination is a legal decision that is made by our rat-
ers in VA regional offices. 

Senator TESTER. Based on that exam. 
Mr. MAYES. Based on that exam, yes, sir. 
If the exam is returned as adequate, whether it comes from VHA 

or it comes to the contract exam provider, then we have received 
the information—the medical information, limitation of motion, or 
the impairment of functioning or medical impairment—we have re-
ceived what information we need for us then to make the legal de-
termination. 

So, we are looking at the quality of the exam to see if it meets 
our needs, but we are not then going beyond that to look at appeal 
rates. That is something I can take back. 

Senator TESTER. I just want to make sure the vet is treated fair-
ly. Appealing stuff is not fun. And if the appeal rate—and I do not 
know that it is or is not—if the appeal rate is higher with the con-
tracted versus the in-house examiners, then maybe we need to take 
a look—or if it is the other way around—take a look at what is 
going on because that is a big thing. 

One last question. The VA budget, does it differentiate—and this 
probably is not a question for you, Mr. Mayes, so you can take a 
break. 

Mr. MAYES. I appreciate that. 
Senator TESTER. Does it differentiate the submission between the 

costs of providing CBOC contract care and CBOC care provided by 
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the VA? Can you tell me why there is not a differentiation between 
those costs provided in the budget? 

Mr. WILLIAMS. No, sir, I am not able to answer that specifically. 
I will take that for the record. 

Senator TESTER. If somebody can get back to me on that I would 
be very appreciative. I appreciate you folks being here today. I ap-
preciate the work you do. I am sorry I cannot be here for the sec-
ond panel because we could further clarify some of these questions. 

Thank you very much. 
[The requested information follows:] 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00031 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
1.

ep
s



28 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00032 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
2.

ep
s



29 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00033 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
3.

ep
s



30 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00034 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
4.

ep
s



31 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00035 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
5.

ep
s



32 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00036 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
6.

ep
s



33 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00037 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
7.

ep
s



34 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00038 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
8.

ep
s



35 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00039 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

30
9.

ep
s



36 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00040 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
0.

ep
s



37 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00041 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
1.

ep
s



38 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00042 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
2.

ep
s



39 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00043 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
3.

ep
s



40 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00044 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
4.

ep
s



41 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00045 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
5.

ep
s



42 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00046 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
6.

ep
s



43 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00047 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
7.

ep
s



44 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00048 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN 53
06

6V
A

31
8.

ep
s



45 

Chairman AKAKA. Thank you, Senator Tester. 
Senator Begich. 
Senator BEGICH. Thank you very much, Mr. Chairman. 
I just have some follow-up. And like Mr. Tester, I have to preside 

at 11 o’clock, so I will not be able to stay for a sizable amount of 
the second panel. 

Mr. Mayes, I hate to put you back on the spot here but you made 
a good point. I want to follow up on it in regard to what sounded 
like you did an internal audit. When was that done? 

Mr. MAYES. We did an internal audit. It was for the period June 
2005 to May 2006. We have subsequently put in a regular audit 
process and we are auditing both of our contract exam providers 
twice a year at this point which we will continue in the future. 
These are some of the lessons we are learning. 

Senator BEGICH. The process of repaying the billing or the inap-
propriate billing or however you want to categorize it, do you ex-
tend that contract every single year then? 

Explain the contract procedure. Did you make modifications to 
the contract with the vendors in order to have a process to en-
sure—I understand your internal audit—that they have a certain 
responsibility or change in their procedures or a change in the way 
they operate; did you change anything in the contract? 

Mr. MAYES. We have modified the contract to, I guess, refine the 
billing procedures is maybe the best way to say it, to make sure 
there is no ambiguity in what charges can be made for what serv-
ices. We have done that. We are in the process of recompeting both 
contracts, so we are further refining that. 

The contracts with the auditors are obviously separate and apart 
from the contracts for the vendors. So, what we wanted to do was 
not rely on just our internal quality controls—or for that matter 
the vendor’s internal quality controls—but bring in a disinterested 
third party to take a look and protect our investment. 

Senator BEGICH. Within the contracts that are about to go out, 
will you have some procedure or some process that clearly stipu-
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lates, you know, if they have a certain error rate or percent of their 
amount allocated that goes in the wrong direction, meaning as you 
go through a process in theory if you are auditing and you are look-
ing at the numbers, the problems should go down. 

Otherwise you are just burning up money to verify what you 
probably can already identify. Is that part of the new contracting 
procedure? I do not know who can answer that. 

Mr. MAYES. It is a very good point. We have an integrated prod-
uct team that involves people from acquisitions and the program, 
and that is one of the issues that we are in the process of dis-
cussing. 

Senator BEGICH. Let me put it another way. Should it be and 
will it be? 

Mr. MAYES. Yes, I think that vendors should be accountable. 
Senator BEGICH. Good. The customer satisfaction, again I know 

Senator Tester put you on the spot. I know customer satisfaction. 
I know when I was the chair of the Alaska Student Loan Corpora-
tion for 7 years, we did an analysis every quarter of our customers 
in determining the satisfaction of the quality of work, processing, 
and all the stuff that goes with it. 

It also drove everything from how long they held on the phone 
waiting for service, how long it took them to get an appointment 
for loan processing—everything we did then helped us develop a 
better product and a better service. 

Do you have that kind of robust customer service analysis? I 
know that is all you are in, the business of customer service, basi-
cally. I mean you are a service agency. 

Mr. MAYES. Yes, Senator, that is exactly right. I can tell you 
what we look at in terms of customer satisfaction. In the contract 
90 percent of the appointments—the veterans should not wait more 
than half an hour to get into the appointment. That is a component 
of our customer satisfaction. 

Senator BEGICH. That is a benchmark, a measurement tool. 
Mr. MAYES. Also there are actually five statements on that card 

that I referenced earlier in my response: the performance of admin-
istrative staff—the question is are you very satisfied, somewhat 
satisfied with that; reasonableness of appointment time and place; 
cleanliness of examiner’s office; concern and attention dem-
onstrated by the examiner; and then overall satisfaction with the 
services provided. 

Senator BEGICH. Let me end with you there and say I would love 
to see annual numbers for the last few years, a trend line of what 
that looks like in some of those categories. 

Mr. MAYES. It is very high. 
Mr. BEGICH. That is great. If you can share with me that. 
Mr. MAYES. We can do that, yes, sir. 
[The additional information requested during the hearing fol-

lows:] 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00050 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



47 

Senator BEGICH. The last thing. I will just end on this and that 
is the whole issue of credentialing folks who do service for the VA, 
and this could be just a very simple yes or no or you can get back 
to me. 

If someone is already doing services for like Indian Health Serv-
ices, are they automatically credentialed in the VA for the services 
provided to VA? 

If they are providing the exact same service to the Indian Health 
Services, can they just go right over or do you create a whole new 
process? If you do not want to answer to the detail now—— 

Mr. WILLIAMS. Senator, I will take that for the record. 
Mr. BEGICH. That would be great. Just of those services because 

that is the general question. I will leave it at that. 
Thank you very much, Mr. Chairman. 

RESPONSE TO REQUEST ARISING DURING THE HEARING BY HON. MARK BEGICH TO JO-
SEPH A. WILLIAMS, JR., ACTING DEPUTY UNDER SECRETARY FOR HEALTH, OPER-
ATIONS AND MANAGEMENT, VETERANS HEALTH ADMINISTRATION, U.S. DEPARTMENT 
OF VETERANS AFFAIRS 

Question. If someone is doing services for Indian Health Services, are they auto-
matically credentialed in the VA for the services provided to VA? If they are pro-
viding the exact same service to the Indian Health Services, can they just go right 
over or do we create a whole new process? 

Response. VA requires all practitioners delivering care in VA medical facilities to 
be credentialed and privileged by VA in accordance with VA policy prior to deliv-
ering care in the facility. This includes not only VA employees, but also all contract 
providers working on site. VA does not accept credentialing completed by another 
agency. In those instances where VA contracts for care with a specific provider out-
side of the VA facility, VA similarly requires that the specific provider be 
credentialed and privileged by the VA medical facility contracting for the provider 
to deliver care. 

There are instances where VA plays the role of payer for care outside of VA 
through contractual agreements that do not list a specified provider. VA facility di-
rectors must ensure that there are oversight mechanisms in place to demonstrate 
consistent and effective care in accordance with the Joint Commission standards for 
accreditation, but there is not a requirement for VA credentialing and privileging, 
since the agency is not directing the care. 

We note that, for the specific situation of providers shared between VA and the 
Department of Defense (DOD), there is currently a workgroup charged by the VA/ 
DOD Executive Committee that is developing a Memorandum of Understanding 
(MOU) for the exchange of credentialing information between the two departments. 
The MOU will establish the guidelines for the sharing of credentialing data collected 
by one department to be used in the privileging of the practitioner by the other de-
partment, therefore facilitating the utilization of personnel across both departments. 

Chairman AKAKA. Thank you very much, Senator Begich. 
Mr. Williams, apparently VA recently published a directive bar-

ring the release of a contractor’s inspections of VA nursing homes. 
I understand the VA said that the records contain protected infor-
mation. Since taxpayers paid for those reports, should not that in-
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formation be made public and how is the information in them pro-
tected if it has not disclosed the identity of either the patient or 
the provider? 

Mr. WILLIAMS. Mr. Chairman, I am not intimately knowledgeable 
about that situation. 

Chairman AKAKA. I am referring to the long-term care institute. 
Mr. WILLIAMS. I will have to take that question for the record, 

sir, and get back to you. 
Chairman AKAKA. Thank you. 

RESPONSE TO REQUEST ARISING DURING THE HEARING BY HON. DANIEL K. AKAKA 
TO JOSEPH A. WILLIAMS, JR., ACTING DEPUTY UNDER SECRETARY FOR HEALTH, OP-
ERATIONS AND MANAGEMENT, VETERANS HEALTH ADMINISTRATION, U.S. DEPART-
MENT OF VETERANS AFFAIRS 

Question. Since taxpayers paid for those reports, should not that information be 
made public and how is the information in them protected if it has not disclosed 
the identity of either the patient or the provider? I am referring to the long-term 
care institute. 

Response. The reports that VA generates from its unannounced review program 
are for the purpose of managing quality of care and quality of life in VA Community 
Living Centers (CLC), formerly known as VA Nursing Homes. There is no directive 
barring the release of these documents. Rather, the documents are internal quality 
management documents and are therefore not subject to release under the Freedom 
of Information Act (FOIA) as stated in 38 U.S.C. § 5705. 

38 U.S.C. § 5705 provides that records and documents created by VHA as part of 
a designated medical quality assurance program are confidential and privileged and 
may not be disclosed to any person or entity except when specifically authorized by 
statute. When requested under FOIA, the Act’s Exception 3 provides that records 
should be withheld from disclosure when such records are specifically exempted 
from disclosure by another statute. Thus, the CLC reports must be withheld under 
FOIA Exemption 3, providing 38 U.S.C. § 5705 as the applicable statute. 

The requirements for documents to be protected by 38 U.S.C. § 5705 include the 
following: 

• First, the activity that generated the document must be conducted by or for VA 
to improve the quality of health care. The CLC reports are conducted as a means 
to perform unannounced program monitoring of quality of care provided in the 
CLCs. 

• The final requirement for a document to be confidential under 38 U.S.C. § 5705 
is that the document generated must have been previously designed in writing as 
a quality management document which can produce confidential documents. In VHA 
Directive 2008–077, Quality Management (QM) and Patient Safety Activities that 
can Generate Confidential Documents, the Under Secretary for Health specifically 
designates under paragraph 4(a)(1)(k) that documents resulting from service and 
program monitoring activities are confidential. The Directive is enclosed. 

A verbal reminder of the FOIA restriction on release of quality management docu-
ments was given on a VA national conference call on Friday, September 25, 2009, 
to ensure VA’s compliance with statutory requirements. 
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Chairman AKAKA. Under contract management, in light of some 
high-profile pass/failures like CoreFLS, what is being done to con-
tract management in VA? 

Mr. WILLIAMS. I will refer to Mr. Frye. 
Chairman AKAKA. Mr. Frye. 
Mr. FRYE. Thank you, Mr. Chairman. 
First of all, I would like to distinguish between contract manage-

ment and program management. Program managers are respon-
sible for the cost schedule, performance, and quality of their 
programs. 

Contracting officers support program managers by putting con-
tracts in place and that is the tool that the program manager uses 
to get to his or her objectives. 
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So, oftentimes we intermix program management and contract 
management, and I just wanted to make that distinction if you 
will. 

We have made a number of improvements in our overall VA con-
tracting in the last year. For instance in the area of training, we 
have known we have had a training shortfall for sometime. We 
have stood up the VA Acquisition Academy in Frederick, Maryland. 
This is the only acquisition academy that I am aware of outside of 
the Department of Defense. 

In this academy we train our contracting officers. Very soon we 
will begin training program and project managers. We train our 
contracting officer technical representatives; and we have also im-
plemented an intern program where we are recruiting 30 interns 
per year. 

This is a 3-year program. It is very robust. We have just recently 
brought on our second group of 30. So, at the end of 3 years, we 
will have approximately 100 interns in our program. 

We are doing everything we can within our budget to raise up 
some of the younger folks coming straight out of school, and in 
some cases older people, as well, who decided to change career 
fields. 

But the point is, we need to fill our pipeline with some very well 
trained professionals. It is very difficult, impossible as a matter 
fact, to just take someone off the street and put them to work in 
the contract arena. It takes time and money to get it done. 

In addition, we have stood up three new procurement organiza-
tions in the VA. As you are well aware, we have had problems in 
the information technology arena. 

We took advantage of the Army’s base realignment and closure 
of Fort Monmouth, NJ. As you may know, they are moving to Aber-
deen Proving Ground. We decided about a year ago to open up an 
office there in Eatontown, NJ. We are in the process of hiring over 
200 contracting professionals as well as attorneys, engineers, and 
program managers; and this will greatly assist us in the execution 
of our information technology mission across the VA. 

In addition, we have stood up an office that we termed the Cen-
ter for Acquisition Innovation in Frederick, MD. The strategy there 
is that it is easier to have people drive against traffic. Instead of 
coming to Washington, DC, stay in Frederick, MD, or drive against 
the grain of traffic. We have recruited thus far over 30 contracting 
professionals there. They are mostly involved in the VA central of-
fice procurement requirement. 

We have also stood an office up in Austin, TX. That office will 
be engaged primarily in support of the Office of Information 
Technology. 

We have recently fielded a contract writing system across the VA 
that was fully operationally capable in July 2007. But just a few 
years ago we had no contract writing system. That has been a large 
undertaking for us. 

We are installing business intelligence tools on top of that con-
tract writing system so that we can measure things like procure-
ment action lead time. 

And we can actually go to our customers and say, look, we have 
your requirement and we predict that we will have your require-
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ment on contract in a given period of time instead of leaving them 
guessing when we would get it done. 

We are developing the acquisition corps, that is, c-o-r-p-s, much 
like the U.S. Army’s. This is a process where we will identify crit-
ical program management and contract positions across the VA. We 
will then assign only certified acquisition corps members for those 
critical positions. 

As also indicated earlier, we have developed processes like inte-
grated product teams. The most difficult piece of the procurement 
business, the acquisition business, is developing the requirement. 

We no longer do that by allowing someone to go in the corner 
and write a requirement by themselves. We now use integrated 
product teams so we have a collaborative effort in writing the re-
quirements up front. 

We are also moving to seek a lot of information from industry 
partners. We recently held a forum at the Ritz Carlton near the 
Pentagon, which we invited 120 vendors, and we have ongoing ef-
forts with them to assist us. We had them identify areas where 
they think we are deficient. We are going to have them help us 
hopefully come to some means to improve our processes. 

I would like to take a couple of minutes to say something about 
what we are doing on the program management side of the house. 

You may or may not know that the Assistant Secretary for Infor-
mation and Technology is reviewing all IT programs in the VA. 
They recently put, I believe, 27 programs ‘‘on pause’’ as they are 
calling it. They are taking a very close look at these programs. The 
programs may be canceled, but obviously they are under duress ei-
ther in terms of performance or schedule, or perhaps cost. 

The OIT is reviewing all of the IT programs. They are applying 
their program management accounting assistant or PMAS system 
to these programs. Again, some programs may be canceled or re-
structured if they are behind schedule or over budget. 

Program managers across the VA will soon be trained in our VA 
Acquisition Academy. We are planning on training several thou-
sand program managers next year. This will not be done alone at 
our academy. We will have industry partners help us do that. 

It will be an attempt to bring up all program managers at a 
given level, and then we will go from there. There is further train-
ing to be done but we want to make sure that all of them have a 
common grounding in program management skills. 

I think all of those things take a holistic approach to improving 
the big ‘‘A,’’ Acquisition, not only for contracting or procurement, 
but program management and all of the other skill sets that we 
need to effectively manage our programs across the VA. 

Chairman AKAKA. Thank you very much, Mr. Frye. 
I want to thank you very much for your responses. Before I dis-

miss this panel, I would like you to take back to VA my concern 
about the situation in American Samoa and the Philippines. 

I want to know that VA is doing everything possible to help in 
the wake of the recent natural disaster there. Many veterans in 
American Samoa and the Philippines have served this country hon-
orably and all of those affected deserve any help we can give them. 
I thought I would mention it to you and to the VA through you. 
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So, I want to thank you very much again. This area of con-
tracting, of course, is a huge concern to all of us and we need to 
look at the challenges that we are facing in contracting and begin 
to try to improve the system. No one knows better than you what 
needs to be done, but we certainly want be a part of that. However 
we can help, legislatively even, we would like to do that. 

Again, I thank you very much first panel. 

RESPONSE TO POST-HEARING QUESTIONS SUBMITTED BY HON. DANIEL K. AKAKA TO 
HON. JOSEPH A. WILLIAMS, JR., ACTING DEPUTY UNDER SECRETARY FOR HEALTH 
FOR OPERATIONS AND MANAGEMENT, VHA, U.S. DEPARTMENT OF VETERANS 
AFFAIRS 

Question 1. VA has over 2000 active contracts. At the hearing, ACS testified that 
each of their 6 contracts was interpreted differently by local contracting officials. 
What will the restructuring of the acquisitions organization do to remedy this prob-
lem for ACS and all other VA contractors? 

Response. It is important the Department of Veterans Affairs (VA) industry part-
ners receive the same general guidance and interpretations from the Department’s 
acquisition workforce. To begin achieving this the has Secretary directed that the 
Office of Acquisition, Logistics and Construction establish a plan that moves the De-
partment’s contracting operations to an integrated model with the potential to go 
to a centralized model based on a series of performance measures to be reviewed 
in 18–24 months. Organizing the VA Acquisition Enterprise in an integrated fashion 
and commodity-driven Centers of Excellence will enhance VA’s ability to deploy uni-
form guidance to all contracting officers, regardless of geographic location. While or-
ganizational change will play a role in our relationships with suppliers the key driv-
er is educating our contracting staffs on how they relate to our customers. To pro-
vide our contracting officers these critical skills the VA Acquisition Academy has an 
in-depth program that offers contracting officers across the Department the nec-
essary courses to hone their skills in performing their jobs. As a condition of main-
taining their buying warrants contracting officers must take 80 hours of continuing 
education courses every twenty four months to remain certified. 

Question 2. Please provide a written description of how you are complying with 
OMB’s directive to reduce agency reliance on contractors, including a detailed de-
scription of the implementation status of OMB’s required pilot program. 

Response. VA is complying with OMB’s directive to reduce agency reliance on con-
tractors by implementing OMB’s required pilot program. VA identified the Office of 
IT Enterprise Strategy, Policy, Plans and Programs in the Office of Information & 
Technology to oversee its Multi-Sector Workforce pilot. VA assembled a pilot team 
with representation from the Office of Information Technology; Office of Human Re-
sources and Administration; Office of Budget; Office of Policy and Planning; Office 
of Acquisition and Logistics; Veterans Health Administration; National Cemetery 
Administration; and Veterans Benefits Administration. The team has followed the 
‘‘Framework for Managing the Multi-Sector Workforce’’ in OMB Memorandum M– 
09–26. The team has analyzed the strategic plans, contracts, FAIR Act Inventory 
classifications, cost models, workforce competencies and sources of talent. The team 
has identified the limitations on the number of authorized Federal positions and the 
cumbersome hiring process as obstacles to bringing work in-house. An action plan 
to address these obstacles to recruitment and hiring is currently under development. 

Question 3. Cardinal Health, Inc. holds a contract with VA worth $136 million. 
What services are provided to VA under this contract, and in what facilities? Please 
include the location of the facilities (city, state). 

Response. The Cardinal Health, Inc. (Cardinal) contract is a prime vendor con-
tract for the distribution of medical and surgical products. Medical Surgical Prime 
Vendors (MSPVs) warehouse and distribute products for VA identified on various 
VA national, regional and local contracts, and agreements. MSPVs deliver products 
to VA facilities within 24–72 hours. This allows VA to obtain the medical and sur-
gical products specified, from a single prime vendor for all facilities under the con-
tract. This provides ease of ordering, reduces the number of purchase orders, re-
duces the number of shipments received, the number of invoices processed by med-
ical centers, and helps reduce facility inventory levels. 

The following VA facilities [Veterans Integrated Service Network (VISN)] and 
other Government Agencies are covered by the Cardinal contract: 
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VISN 3 
• VA Medical Center 

130 W. Kingsbridge Road, Bronx, NY 10468 
• VA Hudson Valley Healthcare System 

– Castle Point, NY 12511 
– 622 Albany Post Road, Montrose, NY 10548 

• VA New Jersey Healthcare System 
– 385 Tremont Avenue, East Orange, NJ 07018 
– 151 Knollcroft Road, Lyons, NJ 07939 
– Outpatient Clinic, 970 Route 70, Brick, NJ 08724 

• VA New York Harbor Healthcare System: 
– 800 Poly Place, Brooklyn, NY 11209 
– 423 E. 23rd Street, New York, NY 10010 
– 179th Street and Linden Boulevard, St. Albans, NY 11425 

• VA Medical Center 
79 Middleville Road, Northport, NY 11768 

VISN 4 
• VA Medical Center 

2907 Pleasant Valley Boulevard, Altoona, PA 16602 
• VA Medical Center 

325 New Castle Road, Butler, PA 16001 
• VA Medical Center 

One Medical Center Drive, Clarksburg, WV 26301 
• VA Medical Center 

1400 Black Horse Hill Road, Coatesville, PA 19320 
• VA Medical Center 

135 E. 38 Street, Erie, PA 16504 
• VA Medical Center 

1700 S. Lincoln Avenue, Lebanon, PA 17042 
• VA Medical Center 

University & Woodland Avenue, Philadelphia, PA 19104 
• VA Pittsburg Healthcare System 

– Progressive Care Center (Aspinwall Division) 
Delafield Road, Pittsburg, PA 15260 

– 7180 Highland Drive, Pittsburgh, PA 15206 
– University Drive, Pittsburgh, PA 15240 

• VA Medical Center 
1111 E. End Boulevard, Wilkes-Barre, PA 18711 

• VA Medical Center 
1601 Kirkwood Highway, Wilmington, DE 19805 

VISN 5 
• VA Maryland Healthcare System: 

– 10 N. Greene Street, Baltimore, MD 21201 
– Bldg. #11, Perry Point, MD 21902 

• VA Medical Center 
510 Butler Avenue, Martinsburg, WV 25401 

• VA Medical Center 
50 Irving Street, N.W., Washington, DC 20422 

VISN 6 
• VA Medical Center 

1100 Tunnel Road, Asheville, NC 28805 
• VA Medical Center 

200 Veterans Avenue, Beckley, WV 25801 
• VA Medical Center 

508 Fulton Street, Durham, NC 27705 
• VA Medical Center 

2300 Ramsey Street, Fayetteville, NC 28301 
• VA Medical Center 

100 Emancipation Drive, Hampton, VA 23667 
• VA Medical Center 

1201 Broad Rock Road, Richmond, VA 23249 
• VA Medical Center 

1970 Roanoke Blvd., Salem, VA 24153 
• VA Outpatient Clinic 

190 Kimel Park Drive, Winston-Salem, NC 27103 
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• VA Medical Center 
1601 Brenner Avenue, Salisbury, NC 28144 

• Charlotte Outpatient Clinic 
8601 University East Drive, Charlotte, NC 28213 

VISN 7 
• VA Medical Center 

1670 Clairmont Road, Decatur (Atlanta), GA 30033 
• VA Medical Center 

Uptown Warehouse, 1 Freedom Way, Augusta, GA 30904 
• VA Medical Center 

(Downtown), 800 Bailie Drive, Augusta, GA 30901 
• VA Medical Center 

700 S. 19th Street, Birmingham, AL 35233 
• VA Central Alabama Healthcare System 

– 215 Perry Hill Road, Montgomery, AL 36109 
– 2400 Hospital Road, Tuskegee, AL 36083 

• VA Medical Center 
109 Bee Street, Charleston, SC 29401 
(Ship to: 1001 Trident Street, Trident Industrial Park, Hanahan, SC 29406) 

• VA Medical Center 
6439 Garners Ferry Road, Columbia, SC 29209 

• VA Medical Center 
1826 Veterans Boulevard, Dublin, GA 31021 

• VA Medical Center 
3701 Loop Road E, Tuscaloosa, AL 35404 

VISN 9 
• VA Medical Center 

1540 Spring Valley, Huntington, WV 25704 
• VA Medical Center 

1101 Veterans Drive, Lexington, KY 40502 
• VA Medical Center 

2250 Leestown Road, Bldg. 12, Lexington, KY 40511 
• VA Medical Center 

800 Zorn Avenue, Louisville, KY 40206 
• VA Medical Center 

1030 Jefferson Avenue, Memphis, TN 38104 
• VA Medical Center 

Sidney & Lamont Street, Mountain Home, TN 37684 
• Tennessee Valley Healthcare System 

– 3400 Lebanon Pike, Murfreesboro, TN 37129 
– 1310 24th Avenue S., Nashville, TN 37212 

• VA Outpatient Clinic 
9031 Cross Park Drive, Knoxville, TN 37923 

VISN 10 
• VA Medical Center 

10000 Brecksville Road, Brecksville, OH 44141 
• VA Medical Center 

Bldg. 23 (Warehouse) & Bldg. 24 (SPD) 17273 State Rt. 104 
Chillicothe, OH 45601 

• VA Medical Center 
3200 Vine Street, Cincinnati, OH 45220 

• VA Medical Center 
10701 E. Boulevard, Cleveland, OH 44106 

• VA Ambulatory Care Center 
420 N. James Road, Columbus, OH 43219 

• VA Outpatient Clinic 
543 Taylor Avenue, Columbus, OH 43203 

• VA Medical Center 
4100 W. 3rd Street (Buildings #126 & #330), Dayton, OH 45428 

VISN 11 
• VA Ann Arbor Healthcare System 

2215 Fuller Street, Ann Arbor, MI 48105 
• VA Medical Center 

5500 Armstrong Road, Battle Creek, MI 49015 
• VA Illiana Healthcare System 
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1900 E. Main Street, Danville, IL 61832 
• VA Medical Center 

4646 John R. Detroit, MI 48201 
• VA Medical Center 

1481 W. 10th Street, Indianapolis, IN 46202 
• VA Northern Indiana Healthcare System 

2121 Lake Avenue, Fort Wayne, IN 46805 
1700 E. 38th Street, Marion, IN 46953 

• VA Medical Center 
1500 Weiss St., Saginaw, MI 48602 

VISN 12 
• Chicago Healthcare System 

2030 W. Taylor Street, Chicago, IL 60012 
• VA Medical Center 

5th & Roosevelt Road., (Supply Warehouse and Bldg. #4), Hines, IL 60141 
• VA Medical Center 

325 East ‘‘H’’ Street, Iron Mountain, MI 49801 
• VA Medical Center 

2500 Overlook Terrace, Madison, WI 53705 
• VA Medical Center 

– 5000 W. National Avenue (Bldg. 111), Milwaukee, WI 53295 
– Appleton CBOC, 10 Tri-Park Way, Appleton, WI 54914 

• VA Medical Center 
– 3001 Green Bay Road, (Bldg. 138) North Chicago, IL 60064 
– Green Bay CBOC, 141 Siegler Street, Green Bay, WI 54303 

• VA Medical Center 
– 500 E. Veterans Street (Bldg. #452), Tomah, WI 54660 
– Emergency Pharmacy Service, Bldg. 37, Hines, IL 60141 

VISN 15 
• VA Medical Center 

800 Hospital Dr, Columbia, MO 65201 
• VA Eastern Kansas Healthcare System 

– 4101 S. 4th Street Trafficway (Leavenworth Campus) 
Leavenworth, KS 66048 

– 2200 Gage Boulevard (Topeka Campus), Topeka, KS 66622 
• VA Medical Center 

4801 Linwood Boulevard, Kansas City, MO 64128 
• VA Medical Center 

2401 West Main Street, Marion, IL 62959 
• VA Medical Center 

1500 N. Westwood Blvd., Poplar Bluff, MO 64128 
• VA Medical Center 

915 N. Grand Blvd., St. Louis, MO 63106 
• VA Medical Center 

5500 E. Kellogg, Wichita, KS 67218 
VISN 16 

• VA Medical Center 
Alexandria, LA 713306 

• VA Medical Center 
1100 N. College Avenue, Fayetteville, AR 72703 

• VA Gulf Coast Healthcare System 
400 Veterans Avenue, Biloxi, MS 39531 

• VA Medical Center 
2002 Holcombe Boulevard, Houston, TX 77030 

• VA Medical Center 
1500 E. Woodrow Wilson Drive, Jackson, MS 39216 

• Central Arkansas Veterans Healthcare System 
– 2200 Forts Roots Drive (NLR), Building #182, N. Little Rock, AR 72114 
– 4300 W. 7th Street, (LR), Little Rock, AR 72205 

• VA Medical Center 
1011 Honor Heights Drive, Muskogee, OK 74401 

• VA Medical Center 
1601 Perdido Street, New Orleans, LA 70112 

• VA Medical Center 
921 NE 13th Street, Oklahoma City, OK 73104 

• VA Medical Center 
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510 E. Stoner Avenue, Shreveport, LA 71101 
VISN 17 

• VA North Texas Healthcare System 
– 1201 E. 9th St., Bonham, TX 75418 
– 4500 S. Lancaster Road, (Bldg. #44), Dallas, TX 75216 
– 4500 S. Lancaster Road, (Bldg 2j Dock), Dallas, TX 75216 

• VA Central Texas Veterans Healthcare System 
1901 Veterans Memorial Drive, Temple, TX 76504 

• VA South Texas Veterans Healthcare System 
7400 Merton Minter Blvd, San Antonio, TX 78229 

• VA Outpatient Clinic 
2901 Montopolis Drive, Austin, TX 78741 

• VA Outpatient Clinic 
300 West Rosedale Street, Fort Worth, TX 76104 

• VA Supply Warehouse 
3600 Memorial Boulevard, Kerrville, TX 78028 

• Brownwood CBOC 
2600 Memorial Park Drive, Brownwood, TX 76801 

• Cedar Park CBOC 
701 E. Whitestone Boulevard, Cedar Park, TX 78613 

• College Station CBOC 
1605 Rock Prairie Road, College Station, TX 77845 

• Palestine Community CBOC 
3215 W. Oak Street, Palestine, TX 75801 

VISN 18 
• VA Amarillo Healthcare System 

6010 Amarillo Boulevard, W. Amarillo, TX 79106 
• VA El Paso Healthcare System 

300 N. Piedras Street, El Paso, TX 79930 
• VA New Mexico Healthcare System 

1501 San Pedro Drive SE, Albuquerque, NM 87108 
• VA N. Arizona Healthcare System 

500 N. Hwy 89, Prescott, AZ 86313 
• VA Medical Center 

650 E. Indian School Road, Phoenix, AZ 85012 
• VA S. Arizona Healthcare System 

3601 S. 6th Avenue, Tucson, AZ 85723 
• VA W. Texas Healthcare System 

300 Veterans Boulevard, Big Spring, TX 79720 
• VA Outpatient Clinic 

6104 Avenue, Q South Drive, Lubbock, TX 79412 
VISN 19 

• VA Medical Center 
2360 E. Pershing Boulevard, Cheyenne, WY 82001 

• Eastern Colorado Healthcare System 
1055 Clermont Street, Denver, CO 80220 

• VA Montana Healthcare System 
1892 Williams Street, Fort Harrison, MT 59636 

• VA Medical Center 
2121 N. Avenue, Grand Junction, CO 81501 

• VA Salt Lake City Healthcare System 
500 Foothill Drive, Salt Lake City, UT 84148 

• VA Medical Center 
1898 Fort Road, (Bldgs. #35 & #71), Sheridan, WY 82801 

• VA Outpatient Clinic 
1300 Fortino Boulevard, Suite B, Pueblo, CO 81008 

• Miles City Clinic and Nursing Home 
210 S. Winchester, Miles City, MT 59310 

VISN 20 
• VA Medical Center 

500 W. Fort St., Boise, ID 83702 
• VA Medical Center 

3710 SW US Veterans Hospital Road, Portland, OR 97239 
• VA Medical Center 

4th Plain & St. Johns Road, Vancouver, WA 98661 
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• VA Roseburg Healthcare System 
913 NW Garden Valley Boulevard, Roseburg, OR 97470 

• VA Puget Sound Healthcare System 
1660 S. Columbian Way, Seattle, WA 98108 

• VA Medical Center 
4815 N. Assembly Street, Spokane, WA 99205 

• VA Medical Center 
77 Wainwright Drive, Walla, Walla, WA 99362 

• Southern Oregon Rehabilitation Center & Clinics 
8495 Crater Lake, White City, OR 97503 

• Oregon Veterans Home 
700 Veterans Drive, The Dalles, OR 97058 

VISN 22 
• VA Loma Linda Healthcare System 

11201 Benton Street, Loma Linda, CA 92357 
• VA Long Beach Healthcare System 

5901 E. 7th Street, Long Beach, CA 90822 
• VA Greater L.A. Healthcare System 

11301 Willshire Boulevard, Los Angeles, CA 90073 
• VA So. Nevada Healthcare System 

P.O. Box 360001, N. Las Vegas, NV 89036 
• VA San Diego Healthcare System 

3350 La Jolla Village Drive, San Diego, CA 92161 
• VA SepuAE1lveda Ambulatory Care Center 

Bldg. 200, 16111 Plumber, N. Hills, CA 90073 
Hawaii 

• VA Pacific Island Healthcare System 
459 Patterson Road, Honolulu, HI 96819 

• VA CBOC—Hilo 
1285 Waianuenue Avenue, Suite 211, Hilo, HI 96720 

• VA PTSD Residential Rehabilitation Program—Hilo 
891 Ululani Street, Hilo, HI 96720 

• VA CBOC—Kona 
75–5995 Kuakini Highway, Suite 413, Kailua-Kona, HI 96740 

• VA CBOC—Kauai 
3367 Kuhio Highway, Suite 200, Lihue, HI 96766 

• VA CBOC—Maui 
203 Ho’ohana Street, Suite 300, Kahului, HI 96732 

• VA CBOC—Guam 
US Naval Hospital, Bldg. 1, E–200, Box 7608, Agana Heights, Guam 96919 

Alaska 
• Alaska VA Healthcare System 

2925 Debarr Road, Anchorage, AK 99508 

OTHER GOVERNMENT AGENCY (OGA) 

Indian Health Services 
• National Supply Service Center 

501 NE 122nd Street, Suite F, Oklahoma City, OK 73114–8138 
• WW Hasting Hospital 

100 S. Bliss, Tahlequah, OK 74464 
• Claremore Indian Hospital 

101 S. Moore Street, Claremore, OK 74017 
• Choctaw Nation Health Care Center 

1 Choctaw Way, Talihina, OK 74571 
• Lawton IHS Hospital 

1515 Lawrie Tatum Road, North of Lawton, Lawton, OK 73507 
• Choctaw Nation Health Clinic 

902 East Lincoln Road, Idabel, OK 74745 
• Choctaw Nation Health Center 

P.O. Box 340, 410 North M. Hugo, OK 74743 
• Rubin White Health Clinic 

109 Kerr Avenue, Poteau, OK 74953 
• Choctaw Nation Clinic 

1300 Martin Luther King Drive, Broken Bow, OK 74728 
• Choctaw Nation Health Center 
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1127 S. George Nigh Expressway, McAlester, OK 74501 
• Choctaw Health Center 

210 Hospital Circle, Philadelphia, MS 39350–6781 
• Wewoka Clinic 

P.O. Box 1475, US State Highway 56 & 270 Junction, Wewoka, OK 74884–1475 
• Clinton IHS Health Center 

Rt. 1, Box 3060, Clinton, OK 73601–9303 
• El Reno Health Center 

1631-A East Highway 66, El Reno, OK 73036–5769 
• Watonga Health Center 

Rt. 1, Box 34-A, 1 Mile S on Highway 281, Watonga, Oklahoma 73772 
• Cherokee Indian Hospital 

HC–1 Box 9700, Kickapoo Tribal Health Reservation, Rosita Valley Road, 
Cherokee, NC 28771 

Federal Bureau of Prisons 
• Federal Correctional Complex 

5880 State Highway 67 South, Florence, CO 81226–7500 
• Federal Correctional Complex 

Federal Medical Center, Old North Carolina Highway 75, Butner, NC 27509 
Question 4. In a staff briefing, VA stated that their industrial fee was lower than 

any other Federal agencies. Do you intend to adjust this fee in light of the increased 
costs associated with restructuring the Acquisitions Department? What do you an-
ticipate the cost of the restructuring to be? 

Response. At this time, VA does not plan to increase the industrial funding fee 
(currently at 0.5 percent). The Department plans to charge fees for contractual serv-
ices provided by the new organization and to use the flexibility of the Supply Fund 
to manage restructuring costs. The Department will have better projections of the 
cost of restructuring as we continue to define the new organization. The implemen-
tation plan for this restructuring is anticipated to be complete by the end of the 
third quarter of FY 2010. 

Question 5. Mr. Brown testified that program officers are responsible for oversight 
of the programs, while contracting officers are only responsible for the contracts. 
How do contracting officers communicate with program managers to ensure that the 
terms of the contract comply with the quality standards of the program? 

Response. (Please note this question references testimony given by Mr. Brown. 
However, this testimony was actually provided by Mr. Frederick Downs, Jr., Chief 
Prosthetics and Clinical Logistics Officer, Veterans Health Administration.) Con-
tracting officers (CO) are actively engaged with program managers in the acquisi-
tion planning phase of the procurement process to ensure that appropriate contract 
administration procedures are established including: (a) a list of terms and condi-
tions related to administration functions; b) contract milestones; (c) Quality Assur-
ance Guidelines; (d) Inspection and Acceptance procedures; and (e) modification 
process. Contracting Officer’s Technical Representatives (COTRs) are subject matter 
experts in given program offices and communicate and serve as a bridge between 
the Contracting Officers and Program Offices. The CO delegates limited oversight 
functions to the COTR to ensure the contractors’ performance and delivery schedule 
are in accordance with the terms and conditions of the contract. Any issues related 
to the terms and performance of the contract is reported to the CO by the COTR. 
The CO then communicates with the program office based on the method of commu-
nication established at the pre-award meeting. 

Question 6. VA employs individuals who purchase goods or services for the agency 
who are not GS–1102 contract specialists. In what acquisitions and purchasing roles 
are these individuals currently utilized? 

Response. Warranted non–1102 purchasing agents are used for small purchasing 
activities of supplies, services, and prosthetics equipment for open market procure-
ments below the simplified acquisition threshold (SAT) ($100,000), and delivery and 
task orders up to the maximum order limit against Federal supply schedule con-
tracts. 

Question 7. VA informed staff in a briefing that VA intends to certify purchasing 
agents who are not GS–1102 contract specialists. What are the advantages to certifi-
cation? Has VA engaged AFGE or other employee organizations about this potential 
change? 

Response. Certifying non–1102 purchasing agents offers several advantages and 
benefits to VA including: 

(a) Standardizing core training, education and experience requirements to assure 
uniformity of performance and acquisition standards; 
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(b) Developing a trained, professional corps of acquisition professionals skilled and 
dedicated to deliver the best value in supplies and services to the agency and the 
Government; 

(c) Certifying supports the implementation of the Office of Federal Procurement 
Policy Letter 05–01, Developing and Managing the Acquisition Workforce to better 
train and establish contracting and procurement personnel; and 

(d) Standardizing small purchasing procedures and processes across VA con-
stituent agencies and offices. 
VA will reach out to AFGE and relevant employee groups once certification stand-
ards and practices are established to preserve collective bargaining agreements and 
to enhance employee participation in improving agency acquisition practices. 

Question 8. If contractors for dialysis services change, are veterans already receiv-
ing dialysis offered the option of continuing at the same facility, or are they required 
to change to a new facility? 

Response. When contracts are established, VHA will make an assessment on the 
appropriate timeframe to move patients to a new contract. These decisions are 
based on clinical needs of the Veterans. If there are no clinical concerns, VA will 
transition Veterans to new contract providers, which may entail referring patients 
to a different facility. This change will also consider an appropriate transition time 
to assure quality of care is not impacted. In the case of this specific dialysis con-
tract, assessments are made concerning the most clinically appropriate setting, Vet-
erans are notified in advance of VA’s decision and when appropriate, provided clin-
ical appeal rights and due process. 

Question 9. In the Independent Budget for FY10, the following statement appears 
on p. 145: ‘‘VA does not track this care [purchased care], its related costs, outcomes, 
or customer satisfaction levels.’’ Is this true for care purchased by VA on a fee-for- 
service basis? If so, does VA intend to change the current process? 

Response. VHA does track and monitor purchased care, including those services 
purchased under contracts or in the traditional fee-for-service program. Monitors of 
expenditures occur on a routine basis, both at the VA Medical Center level and the 
enterprise level. Within contracts, VHA track results based on the clinical services 
purchased. For example, when diagnostic services are purchased under a contract, 
VHA includes this documentation in its electronic medical record. Contractual 
metrics are tied to each contract. Within Project HERO, metrics are received on a 
monthly and quarterly basis. Monthly metrics include items such as patient wait 
times, appointments received within 30 days of request, and return of clinical infor-
mation (30 day standard). 

At present, customer satisfaction is routinely assessed as a component of the 
Project HERO program. VHA is developing an initiative to expand this customer 
satisfaction assessment to all purchased care services. This initiative is currently in 
the initial planning phases. 

Question 10. Do all facilities process claims from private providers for fee services 
in the same way? If not, how do processes vary, and what is being done to create 
an IT infrastructure that would permit standardization? 

Response. Although the organizational structure for processing claims varies 
among facilities, VA uses its standardized software product, known as ‘‘VistA Fee’’ 
to process Fee Basis claims for payment. The processing of claims for services pur-
chased by contract or sharing agreement may be accomplished using means other 
than VistA Fee, such as online certification. 

VistA Fee was developed in the mid-1990s. Its automated processing capabilities 
need modernization to keep abreast of coding, billing and payment changes in the 
industry, such as automated code-editing practices, as well as updates to its proc-
essing capabilities to accommodate legislative changes. 

A full analysis of the existing and future needs of a claims processing replacement 
system for all VA-purchased care is underway. In the interim, VA is installing a 
commercial off-the-shelf (COTS) product on top of VistA Fee, the Fee Basis Claims 
(FBCS) that improves inventory management through use of scanning capabilities, 
claims editing, and automated processing capabilities in the payment of non-VA 
health care claims. 

Question 11. Exactly how many current contracts for health services does VA 
have, and how does VA track performance under those contracts? This should in-
clude two categories: all contracts paid for out of the medical services appropriation, 
and a second category for those contracts paid for from other sources. 

Response. The VA Electronic Contract Management System (eCMS) currently con-
tains 4,524 active Health Care Resources contracts. Contracting Officers (COs) as-
sign a designation of health care when entering contract records into eCMS based 
on the type of service being procured, not by funding/appropriation. VA eCMS, 
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owned by the Office of Acquisition and Logistics (OA&L), is the official system of 
record for VA contract actions. The system currently does not have the functionality 
to allow VA to pull databased on the funding/appropriation codes. 

COs track contract performance by obtaining contract performance information 
from their designated Contracting Officer Technical Representative (COTRs). 
Through the issuance of the COTR delegation of authority, COs delegate routine 
contract administration functions, which includes monitoring contract performance 
to their COTRs. The role of the COTR is to monitor the contractors’ performance 
to ensure performance conforms to the contract’s terms and conditions, and to ele-
vate any concerns, issues, or suggested actions to the COs as necessary. COs also 
advise contractors of identified performance issues and request action plans to re-
solve issues. COs utilize all remedies available under VA and Federal Acquisition 
Regulations to deal with contractors that fail to perform. Performance issues are 
documented accordingly in the contract file. 

Question 12. VA has a goal of completing contract renewals in 140 calendar days 
or 240 calendar days in the event a pre-award review is necessary. Vendors have 
reported to the Committee that GSA completes this process in 60 days or less. Why 
does it take VA longer to complete contract renewals? 

Response. VA’s Procurement Reform Taskforce (PRTF) established a metric of 180 
calendar days to complete a Federal supply schedule (FSS) offer negotiation, which 
is the standard used to measure progress under the program. Procedural Guideline 
#22, an internal VA document establishing contract audit procedures, also provides 
for an additional 90 calendar days for the Office of Inspector General to complete 
any required pre-award reviews. General Services Administration (GSA) confirmed 
with VA that its normal processing times are in line with what VA experiences. 
There are two major differences between VA and GSA program management. These 
are: 

(a) GSA implemented a Quick Program allowing for some offers to be streamlined 
and completed within 30 work days. These offers must meet specific criteria to in-
clude having a structured commercial pricing scheme and a straight forward, 
streamlined proposal. Also, these vendors must complete pre-offer training assign-
ments requiring completion of various compliance checks prior to even submitting 
offers for consideration. VA is currently moving toward implementing a similar pro-
gram, limited to select offers that can be identified as straight forward and meeting 
pre-offer training requirements. VA is currently formulating the requirements and 
processes needed for this type of program. The program draft is expected to be com-
pleted in June 2010. Once approved, all FSS solicitations will be updated to include 
the provisions for the Quick Program including the requirement for pre-offer train-
ing. We expect the program will be in place by December 2010. 

(b) For offers that do not meet the criteria for the Quick Program, mainly those 
offers from current or past FSS contractors who had annual Federal sales of $3 mil-
lion or more, a pre-award review must be performed. VA, with GSA’s approval, con-
tinues to maintain the requirement for pre-award reviews. This adds time to the 
process, increasing overall workload and overall processing times. VA not only es-
tablishes and awards the FSSs for health care related products and services; it also 
has a vested interest as a buyer. Because the health care industry has a complex 
matrix of customers and related terms and conditions, VA performs these pre-award 
reviews to ensure a fair and reasonable price is attained. It should be noted that 
the GSA timeline for processing offers which do not fall under the Quick Program, 
is comparable to VA’s timeline. 

Question 13. VA’s Office of Inspector General Report 05–01670–04 (October 15, 
2007), as well as an earlier report from 2001, recommends that medical device man-
ufacturers be required to contract directly with the Federal Government. What is 
VA’s position on this recommendation? 

Response. VA believes mandating that all medical device manufacturers deal di-
rectly with VA would prevent many small businesses from doing business with VA 
and/or other Federal agencies. Many manufacturers do not have a distributor net-
work to sell and fill orders. Additionally, those manufacturers with an established 
distributor network may be forced to renegotiate contracts with distributors as a VA 
mandate may put the firms in ‘‘breach of contract’’ with those distributors. 

Question 14. In VISN 23, the Black Hills VA Health Care System was budgeted 
for $17 million in FY10 for non-VA care, but spent $25 million in FY09. How much 
of the spending in FY09 is for care furnished under Project HERO, and how is it 
that this system would budget for less non-VA care in FY10 than was incurred in 
FY09? 

Response. In FY09, Black Hills Health Care System (BHHCS) spent $185,254 on 
care purchased through the Project HERO contracts with Humana Veterans 
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Healthcare Services and Delta Dental Federal Services. Overall spending for care 
purchased in the community by Black Hills in FY09 was just over $25M. The budget 
for FY2010 in Black Hills for purchased care is $24M. Throughout VISN 23, VAMCs 
are working to maximize the use of ‘‘within VA network’’ resources where possible 
and to assure efficient use of non-VA Healthcare dollars when referrals into the 
community are necessary. Black Hills is expected to gain efficiencies through effec-
tive screening to assure referrals are in line with evidence-based care and use of 
Project HERO where available and when there is a cost-benefit. Therefore, the 
budget for FY10 is less than the FY09 actual spending. 

Question 15. How many complaints has VA received from veterans concerning the 
timeliness or quality of compensation and pension examinations provided by VHA 
compared to those provided under contract? Describe the actions taken to address 
such complaints. 

Response. VA sends customer surveys to Veterans for each contract medical exam 
they attend. The majority of complaints or comments are received through this me-
dium, although Veterans occasionally contact their local Regional Office (RO) with 
a concern. The chart on the next page summarizes surveys received regarding time-
liness and quality. 

Table 1.—Contract Exams Customer Service: Timeliness and Quality 
January 26, 2009–September 25, 2009 

Contractor Surveys 
Returned 

Veterans waiting 
> 1 hour 

Veterans 
‘‘very dissatisfied’’ 

with examiner 

Veterans 
‘‘somewhat dissatisfied’’ 

with examiner 

MES 4,456 91 81 52 
QTC 34,199 754 617 661 

To address complaints, Compensation & Pension (C&P) contacts the contractors 
and asks them to contact the Veteran. The contractor then reports the status to 
VBA. If an acceptable outcome is not achieved, the contractor is either asked to not 
utilize the examiner again or to put the examiner on notice. 

VA has no record of receiving Veterans’ complaints about the timeliness or quality 
of compensation and pension examinations performed by VHA vis-a-vis those per-
formed by contract providers. However, the Compensation and Pension Examination 
Program (CPEP) is in the process of developing a VHA C&P customer satisfaction 
survey. The survey questions have been field-tested and are awaiting OMB 
approval. 

Question 16. Describe the procedures for identifying VHA and contracted C&P ex-
aminers whose examinations or reports do not comply with VA policy, and the ac-
tions taken when non-compliance is identified. 

Response. VBA does not have access to information from VHA for a comparison. 
Each medical disability examination administered by a contractor for C&P is re-
viewed for quality based on Automated Medical Information Exchange (AMIE) 
worksheet compliance. Each contractor’s Quality Analysis staff completes a review 
prior to releasing the examination for RO use. If the RO finds a problem with the 
completed examination, they notify the contractor and the C&P Service Contract 
Exam staff. The contractor will have the sub-contractor fix the issue, and the Con-
tract Exam staff will request retraining of the examiner on the particular issue. If 
the situation arises again after retraining has been attempted, the contractor is 
asked not to use the examiner again. 

Question 17. What actions does VA take when non-compliance with VA policy or 
procedure is identified? 

Response. When VBA finds that contracted medical disability exams were not 
compliant with VA policy and procedures, the contractor is instructed to cease send-
ing Veterans to the sub-contractor for C&P examinations. 

Question 18. How many examiners were identified during the past three years 
which resulted in VHA taking corrective action, such as performance improvement 
plans? 

Response. The CPEP exam review process is used as an aggregated measure of 
performance, tracked by exam type and rolled-up at the VISN level for performance 
measure tracking. Between 700–800 unique examiners are evaluated each month 
through random sampling of C&P examinations. CPEP releases individual examina-
tion report scores, which can be used by medical center management to identify and 
address specific performance issues. However, there is no centralized authority for 
remediation or tracking of individual performance-related actions at VHA field sites. 
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Recognizing this is an issue, VHA is in the process of re-examining the CPEP Pro-
gram with the intent of re-designing the quality review process to incorporate field- 
based peer reviews, larger numbers of monthly reviews, and the ability to identify 
deficits and implement a central remediation program. Implementation of this 
change should begin within the next calendar year. 

CPEP has addressed the issue of improving provider performance through mul-
tiple education strategies. Over the past three years, CPEP has conducted three 
multi-day training conferences (attended by VBA and VHA staff) and a number of 
regional and local training sessions. CPEP evaluates approximately 160–300 month-
ly requests for scoring appeals, which serves as an educational tool through the ap-
peals feedback mechanism. In addition, the CPEP examination quality and timeli-
ness scores are part of the VISN and medical center leadership’s performance plan. 

CPEP reporting demonstrates improvement from around 40 percent for the qual-
ity review scores in 2003 to a high of above 90 percent approximately 3 years ago. 
It is recognized that, although there has been significant improvement, a plateau 
has been reached and changes to the review process and educational efforts must 
be instituted. CPEP’s educational material is under evaluation with new training 
modules in development for Muskuloskeletal, General Medical and Foot examina-
tion types. Audiology is being evaluated as a fourth training module effort. 
ATraumatic Brain Injury module has been activated within the past 45 days. 

Question 19. How does VA determine and monitor the amount of time needed to 
conduct compensation and pension examinations? 

Response. For C&P medical disability examination contracts, times are based on 
the Current Procedural Terminology (CPT) codes. The following codes are used to 
report evaluation and management services provided in the physician’s office or in 
an outpatient clinic: 99203: 30 minutes, 99204: 45 minutes, and 99205: 60 minutes. 
An initial post-traumatic stress disability examination time of 90 minutes is built 
into the contracts. C&P MDEs take more time than standard medical exams due 
to their complexity. 

Question 20. Provide a list of the amount and percentage of budget allocated to 
the conduct of compensation and pension examinations in each VISN, broken down 
by VA and local contractors. 

Response. The information below covers medical disability examination contracts 
administered by C&P Service. 

Table 2.—FY 2009 Expenditures at QTC Sites 

VISN % Amount 

Boston (VISN 1) ..................................................................................................................... 1.6 $1,778,348 
Roanoke (VISN 6) .................................................................................................................. 13.5 15,004,813 
Winston-Salem (VISN 6) ........................................................................................................ 11.1 12,337,290 
Atlanta (VISN 7) .................................................................................................................... 13.2 14,671,372 
Muskogee (VISN 16) .............................................................................................................. 12.5 13,893,345 
Houston (VISN 16) ................................................................................................................. 12.8 14,226,785 
Salt Lake City (VISN 19) ....................................................................................................... 1.5 1,667,201 
Seattle (VISN 20) .................................................................................................................. 10.9 12,114,997 
Los Angeles (VISN 22) .......................................................................................................... 5.5 6,113,072 
San Diego (VISN 22) ............................................................................................................. 8.4 9,336,328 
Louisville (VISN 9) ................................................................................................................. 0.8 889,174 
Nashville (VISN 9) ................................................................................................................. 0.5 555,734 
St. Petersburg (VISN 8) ......................................................................................................... 2.4 2,667,522 
Waco (VISN 17) ..................................................................................................................... 0.3 333,440 
Phoenix (VISN 18) ................................................................................................................. 2.9 3,167,683 
St. Paul (VISN 23) ................................................................................................................. 0.1 111,147 
Lincoln (VISN 23) .................................................................................................................. 2.0 2,222,935 

Total ......................................................................................................................... 100.0 $111,091,188 

Table 3.—FY 2009 Expenditures at MES Sites 

VISN % Amount 

Cleveland (VISN 10) .............................................................................................................. 9.6 $1,002,319 
Indianapolis (VISN 11) .......................................................................................................... 23.3 2,438,242 
Des Moines (VISN 23) ........................................................................................................... 1.8 192,713 
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Table 3.—FY 2009 Expenditures at MES Sites—Continued 

VISN % Amount 

Lincoln (VISN 23) .................................................................................................................. 7.8 821,126 
St. Louis (VISN 15) ............................................................................................................... 19.0 1,993,116 
Waco (VISN 17) ..................................................................................................................... 38.4 4,022,890 

Total ......................................................................................................................... 100.0 $10,470,406 

Question 21. How does VA determine and monitor the amount of time needed to 
conduct compensation and pension examinations? 

Response. Please see the response to #19. 
Question 22. At the hearing, Mr. Baker said that the total amount VA spent on 

outside providers last year, including all health services, was $3 billion. Does this 
number include all contract and fee basis services, including Project HERO? 

Response. Yes, the $3 billion number Mr. Baker quoted is the FY 2008 amount 
VA spent on outside providers, including Fee Basis and Project HERO care paid for 
through the VistA Fee claims processing system. By comparison, FY 2009 expendi-
tures were approximately $3.8 billion. 

Question 23. Project HERO been described in the media as a $915 million project. 
What is the total amount of money spent on Project HERO annually since its incep-
tion? 

Response. The $915 million described in the media at the inception of the Project 
HERO contracts was an approximation of the maximum amount that would be 
spent for care services purchased through the Humana Veterans Healthcare Serv-
ices award over a five-year contract period. 

The following tables show the actual amount of dollars disbursed on Project 
HERO annually since its inception in FY 2008. 

Sources: VSSC Non-VA Care cube was used for disbursed dollars for healthcare, and HVHS 
and Delta Dental report directly on value-added fees invoiced. 

Question 24. How many providers, by specialty and location, have agreed to pro-
vide services to veterans through Project HERO? 

Response. (See Attachment 1 with Delta Federal Services and Attachment 2 with 
detailed lists for Humana Veterans Healthcare, which follow). 
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ATTACHMENT 1 FOR QUESTION 24 
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ATTACHMENT 2 FOR QUESTION 24 
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Question 25. Does VA consider Project HERO a success? If so, does VA anticipate 
expanding the project, or similar projects? 

Response. Project HERO has had many successes and challenges, but VA cannot 
expand the current contract. As a demonstration pilot, it has been a vehicle to gath-
er invaluable information for VA to better understand methods to utilize contracted 
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networks to meet its needs when purchasing needed care outside VA medical cen-
ters. The Project HERO Program Management Office (PMO) gathers, applies and 
shares these lessons learned in this program and other purchased care contracts. 
VA does anticipate a need to continue purchasing health care services in the com-
munity at some level. Similar projects will be planned to improve purchasing capa-
bility, impose quality standards, and leverage pricing where possible. 

Question 26. How many Project HERO providers work in highly rural areas? 
Response. (See Attachments 3 with detailed list of Project HERO providers who 

work in rural areas and Attachment 4 with Project HERO Delta Federal Services 
in rural areas, which follow). 

ATTACHMENT 3 FOR QUESTION 26 
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ATTACHMENT 4 FOR QUESTION 26 

Question 27. How would VA improve Project HERO if VA decided to expand it 
or create similar projects in other VISNs? 

Response. While VA cannot expand the existing Project HERO pilot, if we were 
to create similar contracts in other VISNs, we have collected many lessons learned 
that would be applied to future purchased care contracts: 

(a) Include broader and more in-depth stakeholder research and analysis through 
facilitated focus group sessions, requirements sessions, and improved bi-directional 
communications. 

(b) Create contracts that are more adaptable to changing VA needs and regula-
tions. 

(c) Improve expected clinical quality standards and methods for capturing clinical 
quality information and measures. 

(d) Establish care categories and definitions per industry, Centers for Medicare 
& Medicaid Services, and American Medical Association definitions. 

(e) Consider making contract use mandatory as the first care purchasing option 
and if the contracted network cannot meet the need, defer to other purchased care 
methods. 

(f) Establish health care pricing and payment methodologies that better reflect 
commercial market payment processes and rates. 

(g) Include travel time and distance standards for purchased care, based on 
urban, rural, and highly rural situations. 

(h) Create an environment that encourages and promotes physician-to-physician 
communication between the VA and community providers. 

(i) Increase the use of VA’s Computerized Patient Record System so VA and com-
munity providers have access to the same patient medical documentation, enhanc-
ing their ability to optimize Veteran care services. 

(j) Implement a provider relations program to improve understanding and commu-
nication between community and VA providers 

We currently are in the process of assessing future options, using a lessons 
learned survey to begin this process. We intend to use the results of the survey to 
begin an additional independent evaluation of the pilot. Both the prior evaluation 
as well as our future evaluations will be comparing the Project HERO results with 
our control group (traditional Fee Basis). Throughout our evaluations, we have used 
this control group to assess impacts of change as well as determine future options 
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for improving health care purchasing. Our next independent evaluation will assist 
VA in understanding the full results of the demonstration and how these results 
will inform future health care purchasing processes. As the demonstration contract 
has two remaining years, we intend to initiate this external review in Q1, FY11. 

Question 28. Are there widespread delays in the process to relocate existing 
CBOCs? For example, I have been told that the relocation of the Raton Community- 
Based Outpatient Clinic (CBOC) in New Mexico has been especially delayed. 

Response. There have indeed been delays in obtaining leased community based 
outpatient clinics (CBOC) in New Mexico (NM) and these lease process delays are 
of significant concern to facility and Veterans Integrated Service Network (VISN) 
18 leadership. Setbacks in particular locations such as Raton, NM, occurred while 
seeking leases for facilities that would enable the level of care our Veteran clients 
deserve. Five lease extensions were recently executed and VISN 18 leadership is 
taking swift and strong action to improve contracting for leases so that every pa-
tient in every clinic receives the highest level of care possible. Enclosed is a fact 
sheet that provides details on the status of leases in New Mexico. 

Prior to 2008, contracting officers (COs) in VISN 18 operated in a decentralized 
model at each medical center, and the COs accomplished both contracts and leases, 
functioning in a generalist approach to tasks. The Network Director determined that 
creating centralized VISN-wide teams specializing in areas such as leases, construc-
tion, and medical sharing would be more productive and enhance staff skills in 
these complex areas. As part of this centralized approach, 19 additional staff were 
approved including a Deputy Contract Manager position established to improve 
oversight in NM and west Texas. The Deputy was hired in October 2009, and one 
of her top priorities is to manage the lease program to assure activities are com-
pleted timely and in accordance with prioritized needs. Directed and streamlined at-
tention to the leasing process will expedite the implementation of proposed new 
lease contracts. 

VA is committed to providing quality services to rural Veterans. In addition to the 
planned clinic expansions, there have been many advances in service across NM 
over the past three years. These include: implementation of state-of-the-art Tele-
medicine equipment used for Tele-mental health in eight CBOCs; implementation 
of teleretinal cameras to provide retinal exams for diabetic patients in five CBOCs; 
and increased implementation of Care Coordination Home Telehealth (CCHT) care. 
The CCHT program provides devices for Veterans to use in their own home to com-
municate health status to dedicated physician and nursing staff at the Albuquerque 
VA Medical Center, minimizing the need to travel for care. An average of 177 pa-
tients used this program on a daily basis in 2009, and additional funding of $2.3 
million will be used to further expand this program in 2010. 

VA will continue to explore and implement methods to better serve Veterans in 
rural areas of New Mexico, minimizing the need for travel wherever possible. 

DEPARTMENT OF VETERANS AFFAIRS (VA) 

FACT SHEET 

STATUS OF NEW MEXICO COMMUNITY BASED OUTPATIENT CLINIC (CBOC) LEASES 

Artesia: Extension of the current lease was executed on January 1, 2010, and will 
expire on December 31, 2010. A new lease for expanded and improved space will 
be awarded with occupancy no later than December 2011. 

Farmington: Extension of the current lease was executed on January 1, 2010, and 
will expire on December 31, 2010. A new lease to expand and relocate to improved 
space will be awarded with occupancy no later than June 2011. 

Gallup: The current lease expires on February 28, 2013. A new lease for expanded 
and improved space will be awarded with occupancy no later than February 2013. 

Raton: Extension of the current lease was executed for a start date of February 
1, 2010, and will expire on January 31, 2011. Contracting is currently procuring the 
new lease for expanded and improved space, which is anticipated to be awarded by 
June 2010, with occupancy by January 2011. 

Rio Rancho: This is a new lease procurement. Contracting will begin the procure-
ment process in February 2010; anticipates an award by July 2010, and occupancy 
by January 2011. The Business Plan originally developed for this CBOC, approved 
in June 2008 using Capital Asset Realignment for Enhanced Services (CARES) Pri-
ority CBOC criteria, underestimated demand by Sandoval County Veterans. With 
the addition of anticipated demand for specialty care and dental services, it was nec-
essary to revise the Business Plan space requirements and seek approval on the cor-
rected plan, which was received during the third quarter of Fiscal Year 2009. The 
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VISN has strengthened their Strategic Planning process to more accurately project 
workload growth in order to avoid such situations in the future. 

Santa Fe: The current lease expires on October 31, 2012. An additional 800 
square feet to expand the CBOC at the same location for Mental Health services 
was procured on January 1, 2010, to temporarily address needs. A new lease for im-
proved space will be awarded with occupancy no later than October 2012. 

Silver City: Extension of the current lease was executed on January 1, 2010, and 
will expire on December 31, 2010. An additional extension will be issued on January 
1, 2011, until December 31, 2011. The lease for new space will be awarded on De-
cember 1, 2010, for anticipated occupancy of January 1, 2012. 
Veterans Health Administration 
January 2010 

Chairman AKAKA. I would like to call the second panel. 
Mary A. Curtis of the Boise VA Medical Center, testifying on be-

half of the American Federation of Government Employees. 
Tim McClain, President and Chief Executive Officer at the 

Humana Veterans Health Care Services. Mr. McClain served pre-
viously as VA general counsel. 

Marjie Shahani, Chief Executive Officer at QTC Management, 
Incorporated. 

John L. Earnest, President and Chief Executive Officer of the 
Ambulatory Care Solutions. 

I want to thank all of you for being here this morning. Your full 
testimony will appear in the record. 

Ms. Curtis, will you please begin with your testimony. 

STATEMENT OF MARY A. CURTIS, APRN, BC, BOISE VA MED-
ICAL CENTER, REPRESENTING THE AMERICAN FEDERATION 
OF GOVERNMENT EMPLOYEES 

Ms. CURTIS. Chairman Akaka, Ranking Member and Members of 
the Committee. Mary Curtis is my name. I have been employed at 
the Boise VA since 1989. I am a long-timer I guess you would say. 
I am a Psychiatric Clinical Nurse Specialist since 1997. I am also 
a Clinical Application Coordinator working with the information 
technology department and closely working with CPRS which is 
our Computerized Patient Record System, our electronic medical 
record. I am on numerous committees including quality manage-
ment and process improvement. 

I am really concerned about the way the VA has been using more 
fee-basis care than it needs to. The VA providers do the best job; 
they do a great job and are much more experienced in the unique 
needs of the veterans. But due to staff shortages our capacity has 
not kept up with the need. 

I did hear testimony earlier about C&P exams being contracted 
out. We are fortunate at Boise. Although a very small community, 
we do not contract out our C&Ps. We hire retired physicians from 
the community and bring them in as VA employees. They are on 
a part-time basis. They seem to really enjoy doing this. 

They use our computer software which interacts very closely with 
CPRS, so that really improves the quality of the exams. 

But back to the other contracting issues. I will bring up an exam-
ple of our dental services. Our veterans could easily be treated by 
a part-time endodontist within the VA. This would not only save 
money but it would also eliminate the convoluted process required 
to contract out the care and then finalize the payment. 
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If a veteran is seen by our VA dentist and then requires more 
dental work, a consult and an authorization paperwork have to be 
filled out while the patient is still there. Then the VA staff contacts 
the fee-basis provider for an appointment and to verify the treat-
ment plan. 

Many times the reimbursement needs to be negotiated too be-
cause the VA cap for dental services in Idaho is lower than the VA 
cap for dental services in eastern Oregon, which is part of our 
catchment area. 

Later with the patient in the contract dentist’s chair, the VA may 
be contacted to authorize additional procedures which increase the 
dentist’s reimbursement but may actually not always be needed. 

Our person who authorizes sometimes feels kind of trapped to go 
ahead and authorize that payment since the patient is in the den-
tist’s chair. 

So, I surely hope that the VA implements the recommendations 
that the IG made to make sure that the fee-basis program is prop-
erly authorized and reimbursed. 

I am also concerned about Project HERO, which has been up and 
running in the Boise VA for over 2 years now. AFGE received a 
briefing from the HERO program office last week, but, unfortu-
nately, a lot of data they provided was incomplete and confusing. 
Overall the briefing raised a lot more questions than it really did 
answer. 

There is so much we do not know about this project. Manage-
ment gets regular briefings but those who are actually providing 
the care have never gotten a briefing. 

No one has ever asked our opinion about the HERO contractors 
prior to renewing their contract to second and third years. 

Basically, those of us on the front lines are pretty much kept in 
the dark when it comes to Project HERO even when it affects the 
veterans we care for. 

When we are contacted by the patients who have been referred 
to HERO and have questions or problems, we are not allowed to 
intervene or talk directly to Humana or to Delta Dental to smooth 
things out. All we can do is transfer the veteran to our fee-basis 
office. 

I really think that the veterans and the VA health care system 
would be better served if the clinicians on the front lines, myself 
included, were involved more in the contract care process and re-
ceived training on how this process actually should work. 

My colleagues in VISN 23 tell me that their directors have man-
dates to send all contract care referrals through Project HERO first 
even when we have a fee-basis provided we already know and trust 
lined up. 

If HERO cannot find a network provider, the veteran’s care is de-
layed until they can find one or decide that the case has to be sent 
back to the VA. 

In my VISN, which is VISN 20, there has been a similar push 
to use HERO over our own fee-basis providers during the last 2 
years. HERO claims that they save the VA about $3 million, but 
it appears that they charge referral fees for each appointment they 
arrange even if they call them ‘‘fees for value-added services’’ like 
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appointment setting, clinical information return, and claims pay-
ment, which are not applied to really the reduced savings. 

They say they are increasing access for rural veterans, but 
HERO has sent some of our veterans hundreds of miles away for 
procedures that could have been done in the community with closer 
fee-basis providers or even right at the VA if we were fully staffed. 

The problem is Humana has not been able to build a big enough 
rural network. I suspect that many providers are unwilling to con-
tract with Humana or Delta Dental because of their low reimburse-
ment rates and other contract terms. 

This is really in the news lately with the million med march that 
is coming tomorrow—providers being unhappy with the Medicare 
fees, Medicaid fees, let alone reduced fees from other companies. 

Humana also sold this project to VA based on the promise that 
it would improve access for our rural veterans, but in fact, Project 
HERO is taking over a lot of care for our veterans in the urban 
areas. 

Boise VA is sending veterans to Project HERO for dermatology, 
GI procedures, audiology and podiatry regardless of where they live 
because the VA is short-staffed. 

I maintain a part-time private practice myself in the community 
in addition to my full-time VA job. I was very surprised when I was 
contacted by Humana to join the Project HERO provider network 
since my office is only five miles away from the VA. 

In fact, HERO claims that veterans referred to them travel 
roughly the same distance as fee patients. So, why are we paying 
HERO all these extra fees? And that is in their handout here. 

HERO also claims that veterans are better off under HERO be-
cause all clinical information is sent to the VA within 30 days. But 
the HERO provider has to first send the records through Humana, 
which increases the risk of delay and lost records. 

In contrast, when care is provided inside the VA all providers 
have immediate access to the full electronic medical record. 

HERO touts higher patient satisfaction scores, called SHEP 
scores, than the VA; but HERO also acknowledges that, although 
similar, these measures should not be used as direct comparisons 
between Project HERO and SHEP satisfaction scores. 

So, this is only one of many areas where the HERO program 
made confusing or unsubstantiated claims. And I must say also 
that the Boise VA SHEP scores are much higher than what was 
claimed in the Project HERO data. 

In closing, I hope Congress will demand more oversight of the 
HERO Program and do an independent investigation of its claims 
about producing great benefits for veterans within the VA. 

I would really like to see the VA return to a time where they 
only used contract care as Congress intended, that is, only when 
the care was truly not available through the VA system—where di-
rect patient services would be fully staffed and adequately funded 
with an educated staff. Thank you. 

[The prepared statement of Ms. Curtis follows:] 
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PREPARED STATEMENT OF MARY A. CURTIS, APRN, BC, PSYCHIATRIC CLINICAL 
NURSE SPECIALIST AND CLINICAL APPLICATION COORDINATOR, BOISE VA MEDICAL 
CENTER, BOISE, IDAHO, ON BEHALF OF AMERICAN FEDERATION OF GOVERNMENT 
EMPLOYEES, AFL–CIO 

Chairman and Members of the Committee: Thank you for the opportunity to 
share AFGE’s concerns regarding VA contracts for health care services. My name 
is Mary A. Curtis. Since 1997, I have worked as a Psychiatric Clinical Nurse Spe-
cialist at the Boise (Idaho) VA Medical Center, one of the facilities participating in 
Project HERO. I am also a Clinical Application Coordinator working with computer 
applications, including the Computerized Patient Record System. I work closely with 
Quality Management identifying external peer review and Joint Commission issues. 
I also have a private practice in the community as an advanced practice nurse. 

OVERUTILIZATION OF CONTRACT CARE 

AFGE is a long time supporter of the veterans’ Independent Budget (IB). Every 
day, my colleagues and I on the front lines of the VA health care system strive to 
achieve the health care principles of the IB: ensuring that veterans have access to 
timely, high quality care and a full range of services from a health care system that 
focuses on specialized care, conducts veteran focused research and supports health 
professional education. 

As a mental health provider caring for veterans in a highly rural state, I fre-
quently experience the challenge of providing veterans with adequate access to 
health care—a challenge that has increased with the growing number of rural OIF/ 
OEF veterans returning home. 

Health care contracts are one of many tools available to the VA to increase access 
for rural veterans and address other gaps in care. The Veterans Health Administra-
tion (VHA) Office of Care Coordination Services has a highly developed Telehealth 
program. The Office of Rural Health is focusing on education and training, work-
force recruitment and retention and new technologies to develop innovative solu-
tions to rural access problems. AFGE thanks Chairman Akaka and Senator Begich 
for introducing the Rural Veterans Health Care Access and Quality Act of 2009 
(S. 734) to attract more health care providers to rural areas and increase quality 
controls over contract care. 

The Boise VA has a strong Community Care Home Telehealth program which 
treats veterans with congestive heart failure, diabetes and other chronic conditions 
utilizing remote equipment for blood pressure readings and other tests. We also use 
telehealth for our implantable defibrillator clinic. Our mental health team travels 
to the Community Based Outpatient Clinics (CBOC) and other outpatient settings 
to provide care. Our Vet Center has a new mobile clinic that is able to reach vet-
erans in rural areas. 

When choosing between contract care and other means of providing care to rural 
veterans, the VA should balance the benefits of contract care against its risks. Con-
tract care requires that the VA give up a certain degree of control to a for profit 
outside entity. In the short term, the effect is that the VA may be less able to con-
trol costs, quality of care, provider qualifications and medical privacy or ensure that 
care is delivered timely and is geographically accessible. In the long term, excessive 
use of contract care may deplete the VA health care system of the staff, equipment 
and other resources it needs to continue to provide veterans with a full range of 
services. The diversion of large numbers of veterans to contract providers may also 
weaken VA’s research capacity and academic affiliations. 

Congress clearly recognized the risks of sending veterans outside the VA for care, 
limiting the use of health care contracts to specific circumstances: geographic inac-
cessibility, lack of in-house capability to furnish the type of care required and med-
ical emergencies (38 U.S.C. §§ 1702, 1725 and 1728). 

Unfortunately, medical center directors seeking short term fixes for patient wait 
lists and staff shortages often ignore these criteria and opt for fee basis and other 
costly contract care arrangements without adequately considering alternatives that 
would better serve the veteran and VA health care system. As a result, contract care 
is over-utilized and under-scrutinized by many VA medical facilities in both rural 
and urban areas. 

FEE BASIS CARE 

Many medical center directors justify the increased use of costly fee basis care in 
recent years as the only means of providing care to veterans in a timely manner 
and accessing specialty care, in the face of physician recruitment and retention 
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problems. As a result, management may end up paying more on a fee basis that 
it would cost to attract providers to the VA workforce. 

AFGE members report that the increased use of fee basis care is causing budget 
shortfalls at a number of facilities, despite record funding increases by Congress. 
Cost overruns from fee care produce a vicious cycle: directors impose hiring freezes 
and defer equipment purchases, which trigger the need for more costly contract 
care. 

The Boise VA would be able to reduce a large number of fee-basis consults if we 
had more providers on staff. Although Boise is a smaller facility, we still have a GI 
clinic staffed by in-house providers who perform colonoscopies. Due to limited staff-
ing and space, a high number of these procedures have been sent out to the commu-
nity. Our dental department is also short staffed. 

We commend the VA Office of the Inspector General (IG) for its comprehensive 
study of the VA Fee Program (VA OIG Report No. 08–02901–185). The IG found 
that the fee program is ‘‘complex, highly decentralized and rapidly growing,’’ with 
extensive noncompliance with requirements for justifying and authorizing fee serv-
ices. AFGE strongly endorses the IG’s recommendation that VHA strengthen con-
trols over this program to reduce payment, justification and authorization errors. 

PROJECT HERO 

This pilot project is supposed to manage VA contract care more effectively than 
the VA can manage it with its own staff and infrastructure. Project HERO essen-
tially injects for profit contractors into the contract care process as the intermediary 
between the VA and veterans who may need to be referred outside the VA for care. 

Both the implementation and ongoing operations of Project HERO have been con-
ducted largely behind closed doors. Based on the limited objective data available and 
observations by our members in facilities participating in HERO, it appears that 
HERO has little or no ‘‘value added:’’ HERO contractors are simply not doing a bet-
ter job managing contract care than the VA. 

In fact, there are early signs that the insertion of another layer in the contract 
care process and the use of for profit care coordinators have delayed care, left vet-
erans confused and dissatisfied, required some veterans to travel further and de-
pleted VA’s internal capacity to directly manage fee basis care (in addition to the 
larger budget problems resulting from increased spending on contract care, as al-
ready discussed.) 

It also appears that HERO contract care referrals cost the VA more than fee basis 
referrals it makes directly. The HERO program pays its network providers less than 
they would be paid if they were contracting directly with the VA under its fee basis 
program. Then, it appears that HERO contractors bills the VA at a higher rate and 
also tacks on hefty referral fees. 

HERO has failed to build adequate provider networks, especially in rural areas 
where the need is greatest. In fact, it appears that providers are reluctant to do 
business with HERO contractors (especially given the low reimbursement rate al-
ready mentioned). For example, last year, the Idaho Medical Association cautioned 
its members about the problematic terms of the Humana provider contract. An 
AFGE nurse involved with contract care at another VISN 23 participating facility 
reported that several dialysis providers refused to contract with Humana. Last year, 
VISN 23 data indicated that the vast majority of veterans referred to HERO had 
to be referred back to the VA because HERO providers were not available. 

We have seen no justification for awarding contracts to Humana and Delta for all 
four pilot VISNs; the use of a different contractor in each VISN would have yielded 
useful comparative information and may have better served the unique needs of 
each area. 

Similarly, despite AFGE’s request, HERO has provided no justification for renew-
ing the Humana and Dental contracts of the second and third years. (The third pilot 
project year begins on October 1, 2009; HERO has the option to renew these con-
tracts for a total of five years.) 

AMONG THE CRITICAL QUESTIONS THAT REMAIN UNANSWERED: 

• How much is Project HERO costing the VA in terms of program administration 
at the national, VISN and local facility levels? The Nation magazine (April 9, 2008 
issue) described HERO as a $915 million program, but AFGE is not aware of any 
specific appropriations for the program. 

• What does HERO cost the VA compared to fee care arranged directly by the 
VA? What do HERO contractors charge the VA for different medical services, and 
how are referral fees set? 
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• What share of VA provided care and VA fee basis care has been shifted to 
HERO? Last year, HERO program officials reported to the media that the program 
covered 30% of all veterans enrolled with the VA. At a September 23rd briefing for 
AFGE, HERO program staff told AFGE that ‘‘HERO contract use is less than 2% 
of VA unique outpatients receiving medical care.’’ 

• What criteria were used to award Humana and Delta Dental an exclusive con-
tract for all 4 pilot VISNs? What criteria were used to renew these contracts year? 

It does not appear that Project HERO has achieved any improvements in the 
Boise VA’s fee basis program. The Boise VA has had a good relationship with con-
tract providers within our catchment area, including dentists for our OIF/OEF vet-
erans. But Project HERO has made arrangements with providers for reimbursement 
of less than the Medicare rate and it can be difficult to find willing providers within 
a reasonable distance. For example, a veteran referred to HERO was expected to 
get his colonoscopy 500 miles away from his home. 

At Boise, the use of an outside entity to arrange contract care has added another 
unnecessary administrative layer for staff who act as liaisons between patients and 
community providers. VA staff is prohibited from contacting Humana when patients 
have questions or need to change their appointments. All we can do is refer them 
to Fiscal Services. We are not allowed to give any phone numbers to the patients. 
As a result, patients get very frustrated and upset with us, but there isn’t much 
we are permitted to do to assist them. 

Also, Project HERO dentists in the Boise area have refused to see a patient until 
additional procedures are approved in order to increase their reimbursement, which 
has not been a problem with local contracts under the fee program. 

CONCLUSION 

On July 29, 2009, the Office of Management and Budget directed Federal agencies 
to end their overreliance on contractors, conduct an inventory of their in-house and 
contract workforces, and bring appropriate work back into the government. AFGE 
urges the Committee to ensure that the VA aligns its health care contract policies 
with this historic new directive, including an inventory of all pending contracts for 
health care and an assessment of contract care functions are more appropriately 
performed in-house. 

More specifically, through Project HERO, the VA has outsourced a function that 
has traditionally been performed in-house: determining whether a veteran should 
receive medical care from an outside provider rather than the VA. Second, the VA 
has outsourced the operation of a large number of CBOCs; the IG recently identified 
a number of problems associated with contract outpatient clinics (Report Number 
09–01446–226, 9/23/2009). Third, Congress continues to authorize the use of con-
tractors to conduct C&P exams for disability claims, despite mixed evidence of using 
the benefits of using a for profit contractor rather than providing the VA with addi-
tional staff and training to perform more of these exams in-house. 

AFGE also recommends joint labor-management training on the VA fee program. 
Informed staff working on the front lines of VA health care can play a valuable over-
sight role in assessing whether fee basis determinations are properly justified and 
authorized. 

Finally, Congress should withhold funding for the fourth and fifth option years 
of Project HERO and any further expansion of the pilot pending an investigation 
of its actual costs, its impact on health care quality and access, and on VA’s internal 
capacity to manage contract care. We commend Senate appropriators for including 
HERO oversight language in the FY 2010 VA appropriations bill report (Senate Re-
port 111–040), and urge this Committee to ensure that the VA complies with the 
requirement to report to Congress by October 30, 2009. 

Thank you for the opportunity to testify on this issue. 

Chairman AKAKA. Thank you very much, Ms. Curtis. 
Mr. McClain. 

STATEMENT OF TIM S. MCCLAIN, PRESIDENT AND CHIEF EX-
ECUTIVE OFFICER, HUMANA VETERANS HEALTH CARE 
SERVICES 

Mr. MCCLAIN. Thank you, Mr. Chairman. 
I am Tim McClain, President and CEO of the Humana Veterans 

Health Care Services, Inc., the contract partner with VA in Project 
HERO. 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00146 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



143 

I am accompanied today by my Chief Operating Officer, Mr. Brad 
Jones, and also present is Joanne Webb, a member of our advisory 
board and a tireless advocate for veterans. 

On behalf of the dedicated employees of Humana Veterans, we 
appreciate the opportunity today to discuss this very important 
demonstration project. 

As you are aware, the veteran-friendly concept for Project HERO 
was congressionally inspired. VA was asked to develop a pilot 
project in partnership with a commercial company to focus on im-
proved administration and outcomes for veterans referred to com-
munity providers for specialty health care or other services. 

Through collaborative efforts and a close partnership, Humana 
Veterans and VA concentrated on three areas that became the hall-
marks for Project HERO: quality health care services; timely access 
to care; and cost-effective care. 

The collaboration with VA has resulted in what we described as 
the HERO model. The model is more fully described in my written 
statement, but it is specifically designed to enhance the veteran’s 
overall experience and ensure the quality of health care delivery by 
a community provider. 

Since my arrival at Humana Veterans as CEO in July of this 
year, I have emphasized that the model must be veteran centric. 
I can best describe the theory of the HERO model as an extension 
of the respect and atmosphere shown to veterans within VA’s four 
walls. 

Many veterans feel a special sense of belonging when they are 
in VA facilities as they are surrounded by other veterans and VA’s 
very caring staff. That feeling may go missing for the most part 
when a veteran goes into the civilian community. 

The Project HERO model is designed to metaphorically place a 
firm but gentle hand on the veteran’s shoulder and guide the vet-
eran through the maze of care outside VA. The hand remains on 
his or her shoulder until the veteran returns to the primary care 
VA doctor. 

During the journey the veteran receives various personalized 
services that comprise the HERO model, as I stated in my written 
statement. 

The employees of Humana Veterans are proud of what we have 
accomplished in the past 21 months. However, we realize that 
there have been bumps and hurdles along the way and certain in-
dividuals and organizations have expressed concern about Project 
HERO. Through collaboration and innovation, we are working 
through each of the concerns and issues with our VA partners. 

For example, although not required in the written contract, we 
have implemented a data repository, called ‘‘Data Mart.’’ One of the 
major advantages of the Project HERO model is data availability 
and accountability through the contract metrics. 

Another advantage is the planned online issue resolution system 
that is under development at Humana Veterans. Issues raised at 
any VA site by veterans, by the fee office, or indeed by Humana 
Veterans, will be given a tracking number, assigned to a respon-
sible office, and tracked until a resolution has been formed and im-
plemented. In our view, each issue resolved contributes to better 
quality health care for veterans. 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00147 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



144 

One significant issue we have identified is the unexpected low 
volume of HERO utilization in the four demonstration VISNs. We 
believe the HERO model has now developed to the point where an 
increase of referral volumes is required to fully test the HERO 
model. 

I want to emphasize this is not an increase in outsourced care. 
The fee office decides whether to send a preauthorized veteran to 
regular fee-based care or to Project HERO. So, we are simply ask-
ing for an increase of the number of veterans already going into 
community care to go to HERO. 

We encourage the Committee to recommend VA fully engage in 
this demonstration project to show what a true veteran-centric 
model can do for veteran services in the community. 

Mr. Chairman, thank you for the opportunity to discuss Project 
HERO and the important contributions it is making to quality vet-
erans health care, and I will be glad to answer any questions. 

[The prepared statement of Mr. McClain follows:] 

PREPARED STATEMENT OF TIM S. MCCLAIN, PRESIDENT AND CEO, HUMANA 
VETERANS HEALTHCARE SERVICES, INC. 

INTRODUCTION 

Chairman Akaka, Ranking Member Burr, and Distinguished Committee Mem-
bers, Thank you for the opportunity to address the Committee on Project HERO 
(Health Care Effectiveness through Resource Optimization) and the supporting role 
Humana Veterans Healthcare Services plays in the delivery of excellent health care 
to our Nation’s Veterans. 

On behalf of the dedicated men and women of Humana Veterans, I appreciate the 
opportunity to provide information to the Committee on the three hallmarks of 
Project HERO: 1) Quality health care services for Veterans; 2) timely Access to care; 
and, 3) Cost effective care. 

I am President and CEO of Humana Veterans, the contractor responsible for pro-
viding health care services for the Veterans Affairs Project HERO demonstration 
and welcome this opportunity to discuss the objectives, successes and efficiencies of 
Project HERO, that make it a clear benefit to the Department, and most impor-
tantly, to the Veterans relying on VA for excellent medical care. 

HUMANA VETERANS BACKGROUND 

Humana Veterans, headquartered in Louisville, Kentucky and incorporated in 
2007, was established to develop and implement solutions for Veterans’ health care 
issues. It provides an organizational structure that is flexible, agile, and responsive 
to the emerging requirements of the Department of Veterans Affairs and the Vet-
erans who rely on VA services. 

OVERVIEW OF PROJECT HERO CONTRACT 

Project HERO is a demonstration project (pilot) currently implemented in four 
Veteran Integrated Service Networks (VISNs). The project is congressionally in-
spired and has developed into a partnership between the U.S. Department of Vet-
erans Affairs, Veterans Health Administration (VHA) and Humana Veterans. 

Humana Veterans was awarded the contract for medical/surgical, mental health, 
diagnostics and dialysis for Project HERO on October 1, 2007. Delta Dental Federal 
Services (Delta Dental) was awarded the contract for dental services. My testimony 
today addresses only the partnership between the VA and Humana Veterans and 
does not intend to address the contract awarded to Delta Dental. 

The purpose of the project is to determine how a personalized services approach 
to care provided outside the VA (traditionally termed ‘‘fee-based care’’) can improve 
and complement timely access to care, quality of care, and preserve the fiscal integ-
rity of VA health care expenditures, while maintaining high customer satisfaction. 
Project HERO has succeeded in all of these areas. 

As displayed in the map in the attached Appendix, HERO is currently a four- 
VISN demonstration including the Sunshine Healthcare Network (VISN 8); South 
Central Healthcare Network (VISN 16); Northwest Healthcare Network (VISN 20); 
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and the Midwest Healthcare Network (VISN 23). We understand VA selected these 
four VISNs for Project HERO based on their considerable fee-based populations and 
the significant amount of health care funds expended on Veterans care through the 
VA’s regular fee-basis program. 

OBJECTIVES 

The Project HERO solicitation, sent out to bid in late December 2006, clearly 
identified a number of overall objectives for the demonstration. These objectives re-
main steadfast today and are objectives Humana Veterans strives to attain as we 
collaborate with VA to improve the level of care provided to our Nation’s Veterans 
outside VA facilities. The objectives outlined in the solicitation included: 

• Cost—providing cost-effective, consistent, and competitive pricing 
• Quality of Care—ensuring the quality of community care provided 
• Patient Satisfaction—achieving high patient satisfaction 
• Clinical Information—improving the exchange of patient care information be-

tween community providers and the VA 
• Patient Safety—fostering high quality care and patient safety 
• Transparency—improving care coordination so all care, including care provided 

outside of the VA, is perceived by the patient as VA care 
• Clinical Coordination—ensuring efficiency in the VA referral process and timely 

appointments for patients 
• Coverage—providing health services to Veterans where and when the VA does 

not have capacity or capability to deliver services internally. 
It is important to highlight that we believe Humana Veterans has met or exceed-

ed each of the contract objectives to date. The result is better health care services 
to Veterans. While these objectives are crucial in providing services for the men and 
women who have honorably served our Nation, there is a more implicit goal of 
Project HERO. That goal is to combine all of these elements and create a standard-
ized method of providing fee-basis care to ensure eligible Veterans gain timely ac-
cess to care, in a manner that is cost-effective to the VA, and most importantly, pre-
serves the level of service Veterans have come to rely on inside the VA. After nearly 
eighteen months of working diligently with our partners at VA, we believe we are 
delivering on these objectives. 

CONTRACT PERFORMANCE REQUIREMENTS 

The following are the specific performance metrics enumerated in the Project 
HERO contract: 
Access 

Appointments with specialists and routine diagnostics are scheduled for patients 
within 30 days of receipt of the referral by the provider and the provider will see 
patients within 20 minutes of their scheduled appointment. 
Accreditation 

Unless a waiver exists, all network providers must be accredited by the Joint 
Commission (JCAHO), the Commission on Accreditation of Rehabilitation Facilities 
(CARF), the Intersocietal Commission on the Accreditation of Vascular Laboratories 
(ICAVL), or the American Osteopathic Association (AOA). Humana Veterans must 
provide proof of accreditation to the VA for providers. 
Clinical Information 

All routine clinical information and test results must be returned within 30 days 
from the day of care. For inpatient care, clinical information must be returned with-
in 30 days of the patient’s discharge. 
Credentialing 

Humana Veterans provides written certification to the VA validating network pro-
viders are credentialed, including physician assistants, registered professional 
nurses, nurse practitioners, and other personnel in the network providing health 
care services to Veterans. The VA conducts random inspections of our credentialing 
files guaranteeing this compliance. 
Patient Safety 

Humana Veterans reports all patient safety reports/incidents to the VA and Con-
tracting Officer Technical Representative (COTR). All patient safety events are in-
vestigated, confirmed, and resolved and we keep the VA informed of the progress 
in resolving patient safety events. 
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Patient Satisfaction 
Humana Veterans designated a Patient Advocate with the responsibility of receiv-

ing patient grievances. We submit all patient complaints regarding quality of care 
to the VISN Patient Advocate and COTR. We developed materials outlining the 
grievance process and we assist patients with complaints. 

Reporting Requirements 
Humana Veterans submits a monthly report to the VA including metrics on con-

tract performance standards plus a variety of other metrics. We maintain a data re-
pository (Data Mart) and provide unlimited access to the VA. Anyone in the PMO 
or Fee Office at the VAMC level has access to the data and may pull reports on 
the metrics, after they have been granted access by the Contracting Officer Tech-
nical Representative. 

MISCONCEPTIONS 

Mr. Chairman, now that I have established the rationale for the development of 
the demonstration, at this point I feel it is also very important to address some seri-
ous, ongoing misconceptions regarding Project HERO. I firmly believe the perpetua-
tion of these misconceptions is a disservice to Veterans enjoying the many benefits 
of Project HERO, to VA as it executes this demonstration project, and to Humana 
Veterans as we continue serving Veterans through our HERO Model. I will address 
two misconceptions that emerged early on in the demonstration project and continue 
to linger to some degree today. It is a ‘‘Myth vs. Fact’’ phenomenon. 

Myth Number 1 
Project HERO seeks to undermine the care currently provided inside VA facilities, 

leading to greater levels of care in the community, and ultimately diminishing the 
VA health care delivery system as a national treasure for Veterans. 

Fact 
VA and Humana Veterans are clearly in agreement that is false. I want to explain 

why we think this claim is erroneous. As you know, traditional VA fee-basis care, 
and care now provided through Project HERO, are authorized and provided only 
when the requisite capacity inside VA does not support the timely access to care 
or a specialty is not available in VA. Simply translated, this means the VA retains 
ultimate control over who enters the community for care, including which patients 
are referred to HERO for personalized services. We understand the statutory man-
date that the VA must provide care inside its’ proverbial four walls whenever pos-
sible. HERO, and the processes developed under it, was created to serve as an effec-
tive complement to the high quality care VA provides internally, not an initiative 
to supplant it. 

Having said that, we are also aware the VA spends more than three billion dollars 
per year nationally on care outside VA facilities. We recognize that the demand for 
services is often times beyond the control of the VA—in such instances as Veterans 
residing in rural areas or the lack of specialty providers available to the VA in a 
given geographic area. HERO could serve as an effective backstop at times when 
the VA’s internal capacity is limited and the Veterans’ needs temporarily exceed the 
VA’s ability to deliver services in a timely fashion. This is a clear advantage to the 
veteran. 
Myth Number 2 

Project HERO reduces the need for the VA’s current fee-basis offices and staff due 
to services being ‘‘outsourced.’’ 

Fact 
Mr. Chairman, we have heard this concern for some time, and while at face value 

it may sound like a reasonable suggestion, there is one major reason it is not accu-
rate. The reason is the way referrals or authorizations for care outside VA are pro-
vided to Humana Veterans under the HERO Model. All referrals provided to 
Humana Veterans are generated out of the fee-basis offices at local VA facilities. 
Once a VA physician sends a referral to the fee office, it has already been deter-
mined that the VA does not have the capacity to provide for the care of the veteran. 
In response, the fee office determines what specific services are required for a vet-
eran, and then decides what avenues are available to the veteran for care rendered 
outside the VA. In contrast to the myth, and based on these well-established, long- 
standing processes, the fee office becomes indispensable in the process of generating 
HERO referrals or authorizations, not endangered by it. 
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Humana Veterans supports the Veterans Health Administration (VHA) in achiev-
ing delivery of high quality, accessible, seamless, and cost efficient health care serv-
ices to our Nation’s Veterans. 

PROJECT HERO MODEL 

Humana Veterans, in collaboration with VA, coordinates quality, timely health 
care services through Project HERO. VA refers patients to civilian health care pro-
viders when there is a need for specialty care or other treatment that is not readily 
available at the VA facility. This is accomplished through a model developed by both 
VA and Humana Veterans, with contract metrics tracked and reported on a monthly 
basis. 

The Project HERO Model includes a personalized service process for Veterans and 
is outlined below. 

(1) First, the veteran receives authorization for care from the VA. Before issuing 
an authorization, the VA determines if the specialty or other care is available at 
a VA facility, if the veteran lives a significant distance from that facility, or makes 
a determination based on other medical reasons. The VA then determines whether 
to send the authorization directly to the veteran, send it to the Project HERO office 
at Humana Veterans, or refer the veteran directly to a civilian provider. 

(2) When an authorization is sent to Project HERO, the veteran receives personal 
assistance and specialized services. Initial contact with the veteran is made by a 
Customer Care Representative (CCR) at Humana Veterans. This appointment spe-
cialist provides an explanation of the HERO process and determines when the vet-
eran is available for the medical appointment. 

In terms of making the encounter more veteran friendly, we developed our person-
alized services approach for three reasons: (a) to ensure the veteran is comfortable 
with what the medical appointment will entail; (b) the veteran understands where 
the civilian provider is located; and, (c) ensure maximum reliability in terms of the 
appointment date established between the veteran and HERO contract provider. 

(3) The CCR then conducts a three-way conference call with the veteran and a 
Humana Veterans network provider’s office. This call occurs within five days of re-
ceiving the authorization form from the VA. As part of the Humana Veterans net-
work agreement, network providers must schedule appointments within 30 days of 
the conference call. In any event, the veteran must agree to the scheduled date. 

(4) The veteran receives a letter confirming the provider’s name, address, tele-
phone number, date and time of appointment, including how to obtain directions to 
the provider’s office and Humana Veterans customer service number should ques-
tions or problems arise. The referring VA facility is also informed of the appoint-
ment details. 

(5) The veteran goes to the scheduled appointment. An agreement with our net-
work providers limits the veteran’s wait time to no longer than 20 minutes when 
they are in the office for their scheduled appointment. If a copy of the veteran’s 
medical records is required, we contact the VA to inform them of the provider’s re-
quest. 

(6) After the appointment, we actively track the provider’s written consult report 
and ensure it is returned to the VA for inclusion in the veteran’s electronic health 
record. The average time for a consult report to be returned to VA is 15 days. 

(7) If the provider recommends the veteran have additional tests, procedures or 
services, Humana Veterans communicates the recommendation to the VA for review 
and action. When providers submit their claims to us, we pay the provider directly 
within 30 days of receipt of the claim. We then submit the claim for services under 
the contract and VA pays Humana Veterans. 

(8) Finally, we are committed to a seamless ‘‘hand-off’’ of the veteran back into 
the VA system and their primary care providers. This personalized approach is ben-
eficial to the veteran. The return of clinical information in a timely manner ensures 
quality and continuity of care. 

COST SAVINGS AND EFFICIENCIES 

Efficiencies 
The topic of efficiencies as it relates to health care for Veterans generally results 

in a discussion about timeliness of the care provided. While that is undeniably one 
of the most important metrics and successes of HERO to date, efficiencies go well 
beyond how quickly a veteran is seen in a clinician’s office. 

A great deal of work goes into scheduling an appointment and making the veteran 
comfortable with the nature and location of his or her appointment. Having a reli-
able, credentialed network of providers sufficient to handle the care required in the 
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community and providing a smooth clinical transition of the veteran back to their 
primary care provider at the VA is equally important. 

The Humana Veterans provider network has grown to include over 27,000 pro-
viders across the four VISNs. A greater concentration of potential VA providers ex-
ists today than at any time in the past—for both urban and rural areas—because 
of Project HERO. 
Cost Savings 

Although we are not able to make a direct comparison to VA’s costs for fee-based 
care, we nonetheless believe VA is benefiting from cost savings through Project 
HERO. Health care services provided under HERO are priced as a percentage of the 
applicable Medicare Fee Schedule. Under the current contract, 92% of all contract 
line items for health care services are priced below the corresponding Medicare Fee 
Schedule. 

A comparison of our network costs to Medicare rates shows significant savings. 
Subjectively speaking, reimbursement rates under HERO are generally more favor-
able than the traditional fee-based structure at the VA, and commonly below Medi-
care reimbursement rates in the geographic regions where HERO is operational. We 
attribute this to: 

(1) Humana Veterans is respected in the civilian community and has developed 
a reputation for on-time payments to providers; and, 

(2) Even with the indefinite delivery/indefinite quantity (IDIQ) nature of the con-
tract, Humana Veterans is successful in garnering deeper discounts, across the four 
VISNs, due to corporate presence, reputation and ongoing relationships with pro-
vider groups. 

It is important to state at this point that even if the cost was the same for VA 
between Project HERO and the regular fee-based program, the advantage to Vet-
erans through the HERO Model ensures personalized service, quality, timely access, 
and convenience resulting in superior value to the VA and Veterans. There is a 
clear advantage in the HERO Model, which should be extended beyond the four 
VISNs and institutionalized nationally across VA facilities. 

WHAT IS QUALITY HEALTH CARE? 

I am sure that if you asked 10 Veterans for their definition of quality health care 
in VA you would receive many different answers. The answers may differ signifi-
cantly from a medical professional’s definition. There are certain attributes, how-
ever, that would be common in most responses from Veterans and form elements 
of quality health care. The elements would likely include: 

1. Respect for the individual veteran and her or his service to our Nation. 
2. State-of-the-art services from the health care provider 
3. A level of comfort that the provider is licensed and credentialed for the services 

provided. 
4. Timely and convenient access to the provider. 
5. Assurance that the civilian provider has access to the veteran’s medical records, 

if needed, to ensure excellent continuity of care and to avoid the need for multiple 
incidents of the same test or procedure. 

6. Timely return of the clinical information to the VA primary provider and inclu-
sion in the electronic health record. 

We at Humana Veterans believe the Project HERO Model delivers on each of 
these quality indicators. 

Humana Veterans works tirelessly with VA to ensure care provided through our 
HERO networks reflect the level of quality provided inside VA facilities, but our 
goal and the real goal of the demonstration, is to raise the bar compared to VA’s 
traditional fee-basis care. A number of existing initiatives undertaken in the Project 
HERO Model contribute to this goal including personalized appointment services, 
timely access to care and the return of vital clinical information to VA. 
Return of Clinical Information 

Accurate accounting for outside consult reports and other clinical information is 
a critical component of quality health care. VA’s decentralized approach to its nor-
mal fee-based care makes it difficult to track metrics on the timeliness of outside 
provider consult reports. Humana Veterans, in partnership with VA, has established 
a benchmark requirement for the return of clinical information to VA. Humana Vet-
erans expends considerable administrative effort in tracking clinical consult reports 
and has established a standard for reports to be returned to VA within 30 days. 
This ensures that treatment information and test results contained in the clinical 
consult reports are available to the primary care VA providers. This is simply an-
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other indication of the quality that Project HERO brings to care delivered outside 
of VA facilities. 

Currently, the process of entering clinical consult reports into VA’s electronic 
health record is a manual process. In the future, the Project HERO Model could be 
institutionalized across VA, electronic consult records could be contractually re-
quired, entered directly into the system, and directed to the VA primary provider’s 
desktop. 

I would like to share some metrics associated with this largely electronic ex-
change. Based on our latest data extraction, reporting all data from the beginning 
of HERO in January 2008 through the end of August 2009 shows: 

• Seventy-two percent (72%) of clinical information is returned within 15 days. 
• Eighty-eight percent (88%) return of routine clinical information to the VA with-

in 30 days of the HERO encounter; 
• Ninety-two percent (92%) return of routine clinical information within 45 days 
• On average, clinical information is returned to VA within 15 days. 
More needs to be done to facilitate an increasingly electronic, workable exchange 

with Veterans Health Information Systems and Technology Architecture (VistA)/ 
Computerized Patient Record System (CPRS), the VA’s electronic health record. 
However, we are convinced efforts made to date represent significant progress in en-
hancing the continuum of care for Veterans outside of VA facilities through this 
project. 

MANAGEMENT OF QUALITY CARE 

Clinical Quality Management Committee (CQMC) 
Humana Veterans understands the importance of ensuring quality health care de-

livery to our Nation’s Veterans. As a result, we initiated the Humana Veterans Clin-
ical Quality Management Committee (CQMC). 

The CQMC is an interdisciplinary committee that meets at least quarterly and 
comprised of Humana associates, VA representatives, and representatives of dele-
gated CQM and Credentialing services. The CQMC oversees and directs activities 
of the Clinical Quality Management Program (CQMP) on behalf of the Humana Vet-
erans Executive Committee. The CQMC acts as an interface between the VA and 
delegated subcontractors and ensures compliance with the VA contract. The findings 
of the CQMC are reported quarterly to the Humana Veterans Executive Committee. 
Credentialing Committee (CC) 

Credentialing of Humana Veterans providers is performed by the Credentialing 
Committee. The Credentialing Committee is responsible for evaluating the qualifica-
tions of professional health care practitioners based on appropriate industry stand-
ards. Evaluations may include data related to alleged misconduct, performance or 
competence of a provider. The Committee reviews credentialing reports and makes 
final determinations on all provider applicants and delegated groups. The re- 
credentialing of contracted providers is conducted at least every three years. The de-
cision to accept, retain, deny or terminate a provider shall be at the discretion of 
the Committee, which meets as often as necessary to fulfill its responsibilities. 
Patient Safety Peer Review Committee (PSPRC) 

The Humana Veterans PSPRC provides peer review for any potential clinical 
quality of care issue identified and delineates steps to resolve problems and the on-
going monitoring of these issues. The Committee performs peer review of patient 
safety and quality of care issues identified through the Potential Quality Indicator 
(PQI) process and provides input for communicating and educating providers of con-
cerns related to patient safety or clinical improvement. Upon confirmation of a qual-
ity issue the PSPRC will assign an appropriate severity level, determine interven-
tion(s) to address the issue, and review and monitor intervention(s) to completion. 

The levels of severity utilizes by Humana Veterans include: 

Level Adverse Effect On Patient 

1 Quality issue is present with minimal potential for significant adverse effects on the patient. 
2 Quality issue is present with the potential for significant adverse effects on the patient. 
3 Quality issue is present with significant adverse effects on the patient. 
4 Quality issue with the most severe adverse effect(s) and warrants exhaustive review. 

Quality issues with minimal potential for significant adverse effects on the patient 
are assigned a Severity Level 1 by the Chief Medical Officer. This information is 
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entered into the Provider Trend Data base (PTD) for tracking and trending pur-
poses. Cases assigned a Severity Level 2 are presented in summary to the Com-
mittee for informational purposes and entered into the PTD. Cases recommended 
as a Severity Level 3 or 4 are presented to the Committee for peer review and final 
determination. 

FUTURE OF THE HERO MODEL 

Given the attributes mentioned in my testimony, Project HERO has the potential 
to go beyond its current form. However, the Model has not been adequately tested 
under conditions of a full-load of referrals. The numbers of Project HERO referrals 
continue to steadily decline and have for the past six months. It would be difficult 
to draw many conclusions on the ultimate future of HERO without a true test of 
its capabilities. The current monthly volume of referrals has fallen below 6,000 total 
from all four VISNs. A minimum number of referrals per month should be 10,000– 
12,000 in order to validate the HERO Model. 

We encourage the Committee to recommend VA utilize the services offered in 
Project HERO to the greatest extent practicable to enhance the demonstration 
project and validate the HERO Model. 

In addition to increasing usage of the current HERO contract, we see other poten-
tial areas of benefit to Veterans. These include: 

(1) Humana Veterans has established networks in areas VA might consider rural 
or highly rural. Given the emerging demographics as it relates to new Veterans 
from Operations Iraqi and Enduring Freedom, our rural footprint could be advan-
tageous as VA seeks to provide care closer to where the veteran population. 

(2) Women’s health is another example of where we can positively affect the 
emerging requirements of the VA. Women are among the fastest growing segment 
of eligible Veterans and expected to double over the next five years. The VA may 
be at a disadvantage when it comes to building the requisite infrastructure to meet 
the emerging demands and requirements of women depending on the VA for care. 
Humana Veterans, due to our large reach into the provider community, could be an 
effective ‘‘backstop’’ for the VA when they lack the capacity to deliver this care. 

(3) Finally, we have made great progress ensuring Veterans’ clinical information 
is returned in a timely fashion to the VA after a clinical encounter with a HERO 
provider. It would be more effective if we could provide it electronically through 
VistA and have it compatible with CPRS as the VA is at the forefront of enterprise- 
wide electronic health records. We want to partner with the VA to ensure clinical 
information associated with the more than three billion dollars spent in clinical care 
provided outside of VA facilities, is increasingly available to providers inside the VA, 
thus improving the clinical continuum of care for our Veterans. 

CONCLUSION 

Mr. Chairman and Ranking Member Burr, I would again like to thank you for 
the opportunity to come before the Committee today to discuss, for the first time, 
the value Project HERO brings to Veterans, and the value Humana Veterans adds 
through the HERO Model. I am confident at this early stage in the demonstration 
contract that Project HERO has delivered, and will continue to deliver, value on its 
three hallmarks: Quality, Access and Cost effectiveness. Our Nation’s heroes de-
serve quality health care services and that is our ultimate mission at Humana Vet-
erans. 

Thank you, Mr. Chairman. I would be glad to answer any questions from the 
Committee. 
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Chairman AKAKA. Thank you very much, Mr. McClain. 
Ms. Marjie Shahani. 

STATEMENT OF MARJIE SHAHANI, CHIEF EXECUTIVE 
OFFICER, QTC MANAGEMENT, INC. 

Ms. SHAHANI. Good morning, Chairman Akaka and Members of 
the Committee. Thank you for the opportunity to testify this morn-
ing. QTC provides compensation and pension medical examinations 
and administrative services to VBA in support of ten VA regional 
offices. 
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Our contract with VBA is to provide medical evidence that is 
used by the VA rating specialists to determine a veteran’s dis-
ability rating. 

Our testimony today addresses the Committee’s request to un-
derstand how this VA contract ensures both high-quality and cost- 
effective services. 

Our VA contract is a performance-based contract with financial 
incentives and disincentives. The intent of performance-based ac-
quisitions is to encourage contractors and the government to work 
together to achieve the contract objectives and provide the best 
services to our customers, the veterans and servicemembers. 

The VA contract ensures high-quality services through both per-
formance requirements and performance metrics. Performance re-
quirements include: using licensed and credentialed physicians and 
other specialists to conduct medical exams; adherence to over 50 
VA exam protocols which are also used by VA medical center pro-
viders who perform C&P exams; and a quality assurance program 
to ensure exam reports comply with VA requirements. 

There was a question about training earlier. Training doctors re-
garding VA programs, how to conduct a C&P exam and on the dif-
ferences between disability and treatment protocols are included in 
the requirement. 

Performance metrics in our contract include standards for timeli-
ness, quality, and customer satisfaction that were discussed by Mr. 
Mayes. Timeliness standards provide VBA with timely delivery of 
the exam reports and support efforts to improve average claims 
processing timeliness. 

The timeliness standard is 38 days on average from receipt of 
exam request to report delivery, and it is measured at the VA 
VERIS system. Quality standards ensure examination reports are 
complete and can be used by the VA rating specialist to make a 
sound rating decision. 

The quality standard is a minimum of 92 percent defined as com-
plete adherence to VA exam protocols, and is measured by VA 
through a random sample of reports on a quarterly basis. 

Customer satisfaction standards are used to determine the vet-
eran’s overall satisfaction with QTC service. Satisfaction is meas-
ured by a survey of each veteran, as mentioned. Responses are 
tracked by an independent third party. 

There are two metrics. Veterans are to be seen within 30 min-
utes of their appointment a minimum of 90 percent of the time, 
and veterans must be satisfied with QTC services at least 92 per-
cent of the time. 

I am proud to state that QTC has met or exceeded timeliness and 
quality standards in the last 25 quarters and has achieved 100 per-
cent of customer service standards for the past 6 years. 

There was a question about the cost of contractor services. The 
Committee should be aware that the contracted cost of C&P med-
ical exam services include more than the cost of the exam itself. 

Associated program costs are also included such as scheduling 
the appointment, mileage reimbursement, management of the vet-
eran’s case file, expert quality review, provider credentialing and 
training. 
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In addition to ensuring high-quality, the VA contract ensures 
cost-effective services through three mechanisms. One is a competi-
tive contracting process. By following the Federal Acquisition Regu-
lation for full and open competition, VA is able to receive a com-
petitive price. 

Two, paying for services only when they are needed. The volume 
of exams based on our experience in any given week or month, the 
number of claimed conditions for each veteran, and the location of 
veterans including remote and rural areas, all vary dramatically. 
Permanently staffing for these variances at locations would be ex-
tremely difficult and costly for any medical entity. 

And three, paying for services when they meet or exceed contract 
standards. Financial penalties are assessed when performance does 
not meet the standards. 

In conclusion, our VBA contract contains stringent performance 
requirements and metrics and is designed to incentivize quality 
and cost-effective services. 

Our contract is successful as a result of our high level of perform-
ance and the extraordinary role our VBA customer has displayed 
in achieving the objectives. 

We are dedicated to serving veterans and active duty service-
members, and we have invested the time and resources to auto-
mate the exam protocols and process to positively impact the expe-
rience of our veterans. 

We are proud to have played a role in VBA’s mission in providing 
quality and timely C&P services. We have enjoyed our partnership 
with VA as we work collaboratively to serve our Nation’s heroes. 

Thank you again for the opportunity to testify here today, Mr. 
Chairman. 

[The prepared statement of Ms. Shahani follows:] 

PREPARED STATEMENT OF MARJIE SHAHANI, MD, CHIEF EXECUTIVE OFFICER, 
QTC MEDICAL SERVICES, INC. 

Good morning Chairman Akaka, Ranking Member Burr and Members of the Com-
mittee. On behalf of QTC Medical Services, Inc. (QTC), I would like to first and fore-
most thank you for the opportunity to discuss our support of the Department of Vet-
erans’ Affairs (VA’s) Compensation and Pension Service, and how we provide med-
ical examination services to the VA in a cost-effective and high quality manner. We 
have been honored to serve our Nation’s veterans and active duty servicemembers 
since 1998. We consider ourselves a partner of the VA and are committed to pro-
viding excellent quality, timeliness and customer service to the VA and to our Na-
tion’s veterans and servicemembers. 

QTC was founded in 1981. Over the past 28 years, we have grown to be a nation-
wide provider of disability and occupational health evaluation services. QTC has 
long-term contracts with Federal, state and local government agencies and manages 
a nationwide credentialed network of private health care providers. 

QTC provides Compensation and Pension (C&P) medical examinations and ad-
ministrative services to the Department of Veterans Affairs in support of 10 VA Re-
gional Offices in 9 states consisting of Texas, Oklahoma, Massachusetts, Virginia, 
North Carolina, Georgia, Washington, Utah and California. Our contract is with the 
Veterans Benefit Administration (VBA) to provide the medical evidence used by the 
VA Rating Specialists to determine the disability rating of a veteran. The primary 
contract deliverable is the narrative report and associated results from a medical 
examination performed in accordance with VA requirements. 

Our testimony today addresses the Committee’s request to understand how this 
VA contract for C&P medical examinations ensures both high quality and cost effec-
tive services. 

The VA contract is a performance-based contract with financial incentives and 
disincentives. The intent of performance-based acquisitions is to encourage contrac-
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tors and the Government to work together to achieve the contract objectives and 
provide the best services to customers—veterans and servicemembers. 

The VA contract ensures high quality services through performance requirements 
and performance metrics. It describes the required results in clear, specific and ob-
jective terms with measurable outcomes as well as the method for monitoring per-
formance. The management of contract performance is guided by the contract’s 
terms and conditions and is achieved with the support of the business relationships 
and communications established between QTC and the VBA. 

Performance requirements include: 
• Conducting medical examinations using licensed and credentialed physicians, 

audiologists, psychologists, optometrists and other specialists as applicable. 
• Adherence to over 50 VA Automated Medical Information Exchange (AMIE) 

worksheets which are also used by VA Medical Center (VAMC) medical providers 
performing C&P exams. 

• Quality Assurance program to ensure that exam reports comply with VA re-
quirements for a ratable report. 

• Training program for examiners regarding VA programs, conducting C&P 
exams and differences between disability and treatment protocols. 

Performance metrics include standards for timeliness, quality and customer satis-
faction. The contractor must meet or exceed the defined standard for each metric. 
QTC monitors its operational metrics on a daily basis and the VBA formally meas-
ures and report results to QTC in Quarterly Performance Reports. 

Timeliness standards provide the VBA with timely delivery of exam reports to 
support their efforts to improve average claims processing timeliness: 

• The standard is 38 days average cycle time from receipt of exam request to sub-
mission of final exam report to the VBA. 

• It is measured by quarterly reports from the VA’s Veterans Examination Re-
quest Information System (VERIS). 

Quality standards are used to ensure examination reports meet AMIE worksheet 
requirements needed for VA Rating Specialists to complete rating decisions: 

• The standard is a minimum of 92% quality defined as complete adherence to, 
VA’s AMIE worksheets. 

• It is measured by quarterly reviews of a random sample of exam reports per-
formed by the VA Medical Director and VA Central Office rating experts. 

Customer satisfaction standards are used to determine the veteran’s overall satis-
faction with QTC’s services to include scheduling, appointment notification and the 
examination itself: 

• Satisfaction is measured by a customer survey provided to each veteran that is 
tracked by an independent third party under contract to the VA. Results are pro-
vided to QTC quarterly. 

o Metric 1: Veterans are seen by the examiner within 30 minutes of their ap-
pointment. 

• The standard is a minimum of 90% of veterans are seen by the exam-
iner within 30 minutes of their appointment. 

o Metric 2: Satisfaction scores on contractor’s services. 
• The standard is a minimum of 92% of respondents are very satisfied 

or somewhat satisfied responses. 
In addition to the contract requirements and performance metrics, QTC imposes 

its own extensive internal quality assurance processes to every aspect of the con-
tract from scheduling the examination to submission of the complete medical report 
to the VBA. We are focused on consistent achievement of the contract objectives and 
strive for continual improvement. 

Effective contract management by the VBA and QTC, ongoing oversight by the 
VBA and constant dialog and communication assures the focus on results. Formal 
monthly reports and meetings between VBA and QTC are used to track achieve-
ment toward the performance metrics and discuss upcoming exam needs to assist 
planning efforts. 

The VA contract ensures cost-effective services through three mechanisms: 
(1) A competitive contracting process, 
(2) Paying for services only when they are needed, and 
(3) Paying for services only when they meet or exceed contract performance 

standards. 
The contract ensures cost effective services by following the Federal Acquisition 

Regulations (FAR) for full-and-open competition requirements. Through a competi-
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tive contracting process, the VA receives a competitive price for the services it 
requires. 

The Committee should be aware that the contracted cost of C&P medical exam 
services includes more than the cost of the medical examination. Associated medical 
administrative activities are also included, such as scheduling, management of the 
veteran’s case file, expert quality review, provider credentialing and training. The 
contract specifies that contractors are to charge the VA a fixed price per examina-
tion to include fully loaded labor costs, fringe benefits, equipment, locality adjust-
ments, necessary reports, overhead, general and administrative and profit. 

Contracting for C&P medical examination services provides an essential service 
as the volume of exams, the number of claimed conditions and specific location of 
the exams varies dramatically. Permanently staffing for these variances at all loca-
tions would be extremely difficult, and costly, for any medical entity or program of-
fice. The VA contract is a fixed price contract which provides the VBA complete con-
trol on ordering examinations as needed with no commitment of volume from the 
government to the contractor. Contracting for these services is a cost effective way 
to ensure the VA only pays for services when and where they are needed. The use 
of volume discounts on our contract also provides a mechanism for the VA to receive 
cost-effective services during periods with high examination requests. 

Additionally, the contract performance requirements and metrics—that we have 
reviewed with you—ensure the VA only pays for high quality services and results. 
Financial penalties are assessed when performance does not meet the defined 
standard. 

The VBA contract is designed to incentivize quality and cost-effective services. 
QTC is proud of the partnership that has been developed with the Department of 
Veterans Affairs while working together in achieving the contract objectives. 

Finally, QTC believes the reasons this contract is successful include our perform-
ance over the past decade and dedication to our veterans and the VA’s mission. Of 
equal importance is the twofold effort from VBA—to have effectively executed a per-
formance-based contract with focused performance metrics and clear requirements, 
and the extraordinary role our VBA customer has played in working alongside us, 
providing ongoing communications, collaboration and support. We are partners: both 
working to provide excellent, ratable examinations for veterans filing claims for dis-
ability compensation—with quality, timeliness and veteran satisfaction. 

Thank you again for the opportunity to testify today. I look forward to answering 
any questions you may have. 

Chairman AKAKA. Thank you very much, Ms. Shahani. 
Mr. Earnest. 

STATEMENT OF JOHN L. EARNEST, PRESIDENT AND CHIEF 
EXECUTIVE OFFICER, AMBULATORY CARE SOLUTIONS 

Mr. EARNEST. Thank you, Mr. Chairman, and I thank the Com-
mittee for the opportunity to testify in front of you. 

My name is John L. Earnest. I am the President and Chief Exec-
utive Officer of Ambulatory Care Solutions. We are a small busi-
ness and we are headquartered in Marion, Indiana. 

In 2006 we received a call from the VA Secretary’s office stating 
he wanted to visit one of our clinics in Bloomington, Indiana. We 
thought oh my gosh what did we do now. 

Then 2 weeks ago we received a call from Dr. Andrea Buck stat-
ing that she would like for us to testify in front of your Committee, 
and here we go again. 

We have always prided ourselves in flying under the radar 
screen, but it looks like the radar hit us today, so please bear with 
us. 

Our senior management has been involved in physician staffing 
and practice management for over 30 years. When the Veterans 
Health Care Eligibility Reform Act came out in 1996, we looked at 
the Act and we thought there were some things that we could be 
doing in contracting with the VA. 
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Our first contact was in South Bend, Indiana, and that was in 
2004. We now have six contracts which include Terre Haute, 
Bloomington, and Goshen, IN, and also St. Clairsville, OH, and 
Jonesboro, AK. We have over 25,000 veterans enrolled in these six 
clinics. 

We are a small business, and as such, we have a management 
philosophy of being hands on. We want to maintain a conservative, 
managed growth strategy. We do not want to be exceeding our 
means when we go to contract with the VA. 

There are two or three items we want to highlight today. One of 
them is the quality of care. First of all, there are multiple levels 
of oversight in terms of a CBOC that includes the parent hospital; 
it includes the Joint Commission; and most recently we were in-
spected by the Office of Inspector General. 

The key point I want to make here is that as a VA contractor 
we operate in a fish bowl. By operating in a fish bowl, both VA and 
its contractors know that their operations are subject to a trans-
parency that providers in the private sector never have to worry 
about. 

Here is a copy of our Jonesboro contract. In that contract there 
are many performance measures and many reports that we supply 
on a monthly basis to the VA. 

With regard to performance measures, in August 2004 after 
being in practice management for several years, I felt that I knew 
everything that there was to know about practice management. 
Wow, what a surprise. 

What I found by working with the VA is the VA is ahead of the 
private sector in so many ways. This includes the electronic med-
ical records, CPRS system. It includes the number of performance 
measures that we must attain on a monthly and quarterly basis, 
and we are graded on these performance measures. 

All of our contracts have incentives or penalties involved with 
them—performance measures. The interesting thing is our incen-
tive is 3 percent of a monthly bill if we attain a good score. Our 
penalty is 10 percent of a monthly bill if we do not attain a good 
score. Needless to say, we want the incentive and not the penalty. 

In our opinion, the integration of performance measures make 
the quality of care in VA’s primary care operations difficult to 
match in similar operations in the private sector. 

From a contracting standpoint, we learned the hard way. We put 
in multiple bids and then we finally were able to get a contract. 
The single most important thing that the VA can do to promote 
greater interest in its contracting opportunities is to allow more 
time for proposal preparation. 

In summary, we would like to say that the VA engineered a re-
markable transformation over the last decade. Many times the VA 
does not tell its story. There is a high-quality of care that extends 
through its contractors. 

Again we want to thank you for this opportunity and we also 
want to thank the Veterans Administration and Northern Indiana 
Health Care System, the Richard A. Roudebush VA Medical Cen-
ter, the VA Pittsburgh Health Care Center, and the Memphis VA 
Health Care Center. 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00160 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



157 

It is a privilege and honor to work with these professionals and 
we invite any Members of the Committee to join us at any time in 
any of our clinics. 

Thank you. 
[The prepared statement of Mr. Earnest follows:] 

PREPARED STATEMENT OF JOHN L. EARNEST, PRESIDENT/CEO, 
AMBULATORY CARE SOLUTIONS, LLC 

INTRODUCTION 

Good morning. My name is John L. Earnest and I am the President and Chief 
Executive Officer of Ambulatory Care Solutions, LLC (ACS). ACS is a small busi-
ness headquartered in Marion, Indiana. We currently operate six Community Based 
Outpatient Clinics (CBOCs) under contract to the Department of Veterans Affairs 
(VA). 

We appreciate the invitation to offer comments to the Committee about VA health 
care contracts. While VA contracts for almost every different type of health care 
service imaginable, my comments this morning will be limited primarily to our expe-
rience under the VA’s CBOC initiative. 

Senior management of ACS has been involved in the operation of emergency care, 
urgent care and primary care clinics in the private sector for over 30 years. In pre-
vious positions prior to ACS, I was responsible for the recruitment and staffing of 
85 hospital emergency department contracts and was involved in the startup of over 
50 walk-in medical facilities east of the Mississippi, including the first urgent care 
center in the state of Indiana in 1980. 

Following enactment of Public Law 104–262, the Veterans Health Care Eligibility 
Reform Act of 1996, the legislation that gave the VA additional contracting flexi-
bility, we began to notice the VA’s expansion into community based primary care. 
My colleagues and I believed that our operational experience was directly relevant 
to the kind of care sought for veterans under CBOC contracts and that we were 
well-positioned to respond to this rapidly growing demand. Ambulatory Care Solu-
tions was established in 2004 specifically to provide primary care for veterans 
through the CBOC initiative. 

ACS was awarded its first CBOC contract in South Bend, Indiana in August 2004. 
Since then we have added contracts in Terre Haute, Indiana in February, 2006; 
Bloomington, Indiana, in March, 2006 and Goshen, Indiana in July, 2008. We were 
awarded our first CBOC contract outside of Indiana in St. Clairsville, Ohio in De-
cember 2008, and the contract for Jonesboro, Arkansas in April of this year. At the 
present time, through our six CBOC contracts in three states, we serve over 25,000 
veteran enrollees and provide in excess of 125,000 patient visits annually. 

ACS is a small business whose management philosophy is characterized by a 
‘‘hands-on’’ approach. We emphasize on-site presence by senior management 
throughout the life of our CBOC contracts. We maintain a conservative managed- 
growth strategy that ensures we devote the time necessary to bring each new CBOC 
contract online smoothly. While ACS now looks carefully at most CBOC opportuni-
ties that come up, we have historically declined to pursue any new opportunity until 
we are confident that our existing contracts are running smoothly. We have actually 
withdrawn one of our bids after submission, as a result of simultaneous, but unan-
ticipated changes in multiple procurement schedules, rather than proceed with a 
project where changes threatened our ability to deliver as promised. While this was 
a difficult management decision, it was one that we felt was ultimately in the best 
interests of veterans, the VA and ACS. 

Although ACS is not veteran owned, we place a priority on recruiting and hiring 
vets at both the corporate level and each of our delivery sites. For example, ACS’ 
Chief Financial Officer, Jerry Jones, is an Army veteran. 

There are several key points I wish to emphasize in my testimony today about 
VA contracts for health services. They are as follows: 

• To Contract or Not Contract? That is the Question . . . Under the right cir-
cumstances, contracting for a CBOC may be the best solution for veterans and the 
VA in a given market area. 

• The Procurement Process is a Barrier to Entry—The procurement process is 
complex and serves as a significant barrier to entry for many qualified firms. 

• Contract Operations—While we find the requirements of VA CBOC contracts to 
be very demanding, we believe that they ultimately serve to significantly enhance 
overall performance and quality of care. 
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• Contract Oversight—The potential for public oversight of most VA contracts is 
significant. In many respects, the degree of transparency now available to the public 
for CBOCs operated both by VA and by contract is unmatched in the private sector. 

• Future Considerations—Improved access to veterans in rural and more remote 
areas through partnerships or relationships with local providers may call for the VA 
to relax some of the demanding contractual requirements that have been largely re-
sponsible for the agency’s successful transformation over the last decade. 

TO CONTRACT OR NOT TO CONTRACT? THAT IS THE QUESTION 

One of the age old questions in every Federal agency responsible for providing 
some type of service is the perennial ‘‘make or buy’’ dilemma. This remains a com-
plex question for the VA in particular, as the longstanding tradition of having med-
ical care for veterans provided primarily by VA employees in VA facilities has been 
put to a challenge by economic rules that guide such decisions. 

It was a much easier decision to make in the ‘‘old days’’ . . . when most health 
care for veterans was provided in inpatient settings. But as the demand for care 
shifted to outpatient settings, the economics changed as well. While we readily ac-
knowledge and respect the preference on the part of many veterans and veterans’ 
organizations for the privilege of being treated by VA staff in VA facilities, we know 
of no formula that incorporates the powerful emotional attachment to ‘‘our facilities’’ 
and ‘‘our staff’’ into the ‘‘make or buy’’ decision model. In general, we think that 
most constituencies, including veterans, Veterans Services Organizations, as well as 
Congress, ultimately recognize the need for, and benefits of contracting to supple-
ment the VA’s system of care in appropriate circumstances, but there remain pock-
ets of strong opposition based on principle . . . if not economics. 

It is much too easy to suggest that only VA itself can provide the quality of care 
and respect that veterans deserve, or, that, conversely, no contractor is capable of 
demonstrating the same degree of respect, concern or quality as veterans receive in 
VA facilities. 

We think the most appropriate response to the ‘‘make or buy’’ question is what’s 
best for the local veteran population in question on a case-by-case basis. So while 
the decision to have the VA staff and operate a CBOC in one location may be the 
right decision, the best solution in another location may indeed be a contractor-oper-
ated CBOC. Neither the VA nor its contractors have a perpetual ‘‘lock’’ on delivering 
high quality care. Issues can, and do arise from time to time, regardless of the 
source of care or location; the most important consideration is to put in place the 
management controls to continuously review and monitor performance so that it re-
mains at or above target levels. VA does this for its own services, and those proto-
cols extend to their contracted services as well. 

VA utilizes a comprehensive evaluation process to make such make-or-buy deci-
sions, as described in VHA Handbook 1001.6, Planning and Activating Community 
Based Outpatient Clinics. ACS carefully evaluates those opportunities where VA 
has decided that the best alternative is to acquire the services via contract. 

THE PROCUREMENT PROCESS IS A BARRIER TO MARKET ENTRY 

The Federal contracting and procurement process is a tremendously complex, 
highly bureaucratic, intimidating process that is always changing . . . and not for 
the feint-of-heart. That is a lesson we learned the ‘‘old fashioned’’ way. ACS sub-
mitted multiple bids over several years before we successfully entered this market. 
We have become more adept at the process since then. It wasn’t easy then . . . and 
it remains a challenge to this day. 

As an example, the last Request for Proposal (RFP) we bid on for a CBOC was 
170 pages long, not including the hundreds of pages of internal VA documents cited 
in the RFP itself, or most of the Federal Acquisition Regulation (FAR) or VA Acqui-
sition Regulation (VAAR) clauses cited ‘‘by reference’’. The latest printed version of 
the FAR is 1,969 pages and the VAAR, a ‘‘quick read’’ by comparison, turns in at 
a mere 370 pages. To its credit, part 873 of VA’s own regulations provide ‘‘Simplified 
Acquisition Procedures for Health care Resources’’, although they are to be used ‘‘in 
conjunction with’’ the FAR and VAAR. When the level of complexity is combined 
with the limited time available to prepare bids, many otherwise well-qualified pro-
viders make a rational decision . . . they simply walk away. 

Over time, like IRS regulations, Federal Acquisition Regulations have grown not 
only in volume, but in complexity. Figuring out how to ‘‘muddle though’’ the pro-
curement process is a necessary hurdle to overcome for any contractor and invari-
ably a nightmare for the uninitiated. 

Most experienced Federal contractors eventually learn how to manage the pro-
curement process. But for the health care organization that doesn’t routinely pursue 
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Federal contracts, the procurement process is a daunting and intimidating hurdle. 
The reality is that the acquisition process is a very real barrier to market entry for 
many of the kinds of health care providers VA would like to encourage to bid on 
its contracts. The single most important step VA can take to promote greater inter-
est and participation in its health contracting opportunities is to allow more time 
for proposal preparation. The three to four-week window typically available for pro-
posal preparation is simply insufficient for most organizations unfamiliar with the 
process, and often a struggle for those with experience. 

CONTRACT OPERATIONS 

VA’s CBOC contracts include numerous requirements to help ensure that the con-
tractor meets target performance levels for key measures. As a contractor, while we 
‘‘moan and grown’’ about such requirements, we readily acknowledge they have ulti-
mately raised our level of performance and enhance our ability to offer high quality 
service. 

One of the characteristics generally associated with the overall improvements in 
quality and outcomes in the VA since the early 1990s is the almost obsessive-like 
focus on the achievement of target performance measures. Part of the trans-
formation of the VA from a system of last resort to a provider of choice has been 
the successful cultural transformation to an organization that established target 
performance measures and then aggressively and consistently monitored perform-
ance at local, VISN-wide and national levels. Another key element of the VA’s suc-
cess is the development, application and deployment of the Veterans Information 
System Technology Architecture (VISTA), it’s version of the electronic medical 
record. In our opinion, the emphasis on performance measures and the deployment 
of an electronic medical record systemwide, are probably the two most significant 
characteristics that account for the VA’s ability to achieve the remarkable turn-
around that it has over the last decade. 

These practices are inextricably woven into all aspects of VA care, including con-
tractor-operated CBOCs. For example, in most CBOC contracts, there are many key 
performance measures (e.g., performing specific preventative tests; access require-
ments; requirements for accuracy and completion of data entry into the medical 
record; patient satisfaction; credentialing documentation, etc.) that are routinely 
compared to target goals. These are aggressively monitored and carefully watched 
and require prompt corrective action if not achieved. Performance measures are cal-
culated for each facility, compared within each VISN, across all VISNs, and 
nationally. 

Having been involved with, and managing primary care operations in the private 
sector for over 30 years, I can unequivocally confirm the positive impact of the VA’s 
emphasis on performance measures in the primary care setting. In our opinion, the 
integration of and reliance on performance measures make the quality of care in 
VA’s primary care operations difficult to match in similar operations in the private 
sector. 

With respect to contracted CBOCs, certain performance measures are actually 
greater than those for VA staffed and managed primary care operations. As an ex-
ample, one key aspect of contracted CBOCs is VA’s practice of linking financial in-
centives to the achievement of target performance measures. Most of our contracts 
include nominal bonuses if we significantly exceed certain performance measures, 
or penalties if we fail to meet minimum performance measures. 

CONTRACT OVERSIGHT 

The level of agency oversight embedded into most VA health care contracts is dis-
tinguishing characteristic of VA health care contracting. 

For example, the parent hospital associated with a CBOC performs semi-annual 
safety inspections on the CBOC as well. In addition, when the parent hospital is 
surveyed by The Joint Commission, the accreditation survey also extends to the 
CBOC. 

One of the ironic elements of VA health care, however, is that the level of trans-
parency that allows the public to see some of the agency’s operational deficiencies 
and weaknesses, is, in fact, one of the system’s major strengths. While some of the 
same elements of transparency exist in the private health sector, the nature and 
depth of information that is publicly available about VA operations, whether it be 
through routine reports and incident-specific investigations by the Government Ac-
countability Office (GAO) or the VA Office of the Inspector General (OIG), is un-
matched in the private sector. 

For example, the VA OIG has, for years, conducted regular, periodic reviews of 
the VA’s health care operations through its Comprehensive Assessment Program 
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1 H. Rpt. 110–775, to accompany H.R. 6599, Military Construction, Veterans Affairs and Re-
lated Agencies Appropriation Bill, Fiscal Year 2009. 

2 ‘‘Informational Report, Community Based Outpatient Clinic Cyclical Reports’’, Department 
of Veterans Affairs Office of Inspector General; Report No. 08–00623–169; July 16, 2009. 

3 As an example, a contractor awarded a contract for a new CBOC typically has anywhere 
from 60–90 days to begin operations after award. During that time, the contractor must typi-
cally finalize negotiation of leases, renovate or buildout anywhere from 3,000–10,000 square feet 
of clinical space, recruit, hire and credential as many as 25 clinical and administrative staff, 
undergo comprehensive background checks, conduct exhaustive training and certification on 
VISTA and related IT security provisions, and pass multiple state, local and VA facility inspec-
tions. In general, completion of these startup tasks is a requirement of every CBOC contract. 
To the best of our knowledge, VA would have a very difficult time meeting the same kind of 
CBOC startup requirements as it imposes upon contractors. 

(CAP) reports. These reports are similar to an internal audit of program operations 
and identify both strengths and weakness. They are scheduled so that every VAMC 
is reviewed every couple years. Until recently, CAP reports included evaluation of 
selected aspects of both VA and contract CBOCs under the jurisdiction of a par-
ticular VAMC. 

In response to legislative language from last year VA,1 the OIG began a new se-
ries of inspections specifically for CBOCs to provide a systematic examination of 
these clinics on a routine, periodic basis, much in the same way as medical centers 
are reviewed under the CAP.2 Two of ACS’ clinics in Indiana were among the first 
CBOCs in the country subject to this new type of inspection by the OIG. The OIG 
made eight recommendations about our clinics in particular, some of which involved 
elements of operations that we, as the contractor are responsible for, while other 
recommendations were for VA management. The recommendations have since been 
adopted and the issues resolved. 

The key point here is that as a VA CBOC contractor, we ultimately operate in 
a fishbowl unlike comparable operations in the private sector. Once completed, the 
OIG reports are available on the VA’s web site and to the public at large through 
the internet. We note that the same degree of scrutiny exists for any element of VA 
operations subject to review by the OIG. Both VA and its contractors know that 
their operations are subject to a degree of transparency that most providers in the 
private sector simply never have to worry about. While most large health care sys-
tems in the private sector conduct routine internal audits similar to those performed 
by the VA, for the most part they remain ‘‘internal’’ upon completion, and any re-
sults or findings, unsubstantiated or not, remain hidden from public view. By con-
trast, the VA’s version of internal audits are routinely made public. I might add that 
the OIG inspection of our clinics recently were the most thorough of any we have 
experienced. While the prospect of undergoing any type of operational audit or in-
spection by an unrelated party can be intimidating, the prospect of going through 
that and having the results available for the world to see cannot help but instill 
a greater sense of discipline that helps ensure the achievement of target perform-
ance measures. 

We believe that the transparency of program operations through these various 
levels of oversight, not only of our contract operations, but indeed, of all aspects of 
VA health care, is a tremendous strength of the VA health care system as it forces 
a higher level of accountability that ultimately, is in the VA and veterans’ best 
interests. 

FUTURE CONSIDERATIONS 

As the VA looks to reach more veterans in rural and remote locations, we see in-
creasing challenges from a health care contracting standpoint. Much of the success 
that the VA has enjoyed over the last decade is attributable to its focus on perform-
ance measures and the use of VISTA, its electronic medical record system. Many 
of the demanding requirements that apply to VA facilities and for VA staff are ex-
tended to its contractors. In our experience, contractors are sometimes held to high-
er standards than VA facilities and staff.3 As VA moves into rural and more remote 
communities with the hope of negotiating various kinds of contracts and partner-
ships, the burdens of the procurement process and demanding contract require-
ments will become potentially significant deterrents to establishing the kind of busi-
ness relationships sought. VA may be forced to relax many of its existing require-
ments in order to recruit the number and mix of providers that it seeks in certain 
locations. To the extent that VA hopes to address the needs of rural veterans by 
different kinds of contracts with local providers, it will have to rethink some of its 
contracting approaches to meet them halfway. 
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SUMMARY 

The VA has engineered a remarkable transformation over the last decade to be-
come a national model of high quality care through its emphasis on performance 
measures and the use of an electronic medical record. Those practices extend to 
most of its contractors and force them to operate with the same set of performance 
and quality expectations. Contracts, when justified through a make-or-buy analysis, 
represent a legitimate approach to provide care when and where such services are 
not available in a VA facility by VA employees. While the system is now considered 
among the nations’ best, reports of clinical problems or quality issues nevertheless 
continue to be uncovered as others are resolved. That deficiencies remain as visible 
and transparent as they do is, in fact, a major strength of the system, one that leads 
to quicker resolution and a level of accountability that is not seen in the private 
sector. The demanding practices that have improved performance and outcomes 
within VA over time, however, will be burdensome for rural and remote providers 
and may require a rethinking of VA’s contracting strategies. 

Thank you again for the opportunity to share our thoughts about VA contracts 
for health care. We want to acknowledge the extraordinary level of support we re-
ceive from the VA staff and management at the parent facilities of our CBOCs: the 
VA Northern Indiana Health Care System in Marion, Indiana; the Richard A. 
Roudebush VA Medical Center in Indianapolis; the VA Pittsburgh Health Care Sys-
tem, and Memphis VA Health Care System. It is a privilege to work with these pro-
fessionals and an honor to serve the veteran population. I would be pleased to an-
swer any questions. 
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ATTACHMENT: COMPANY BRIEFING, AMBULATORY CARE SOLUTIONS, LLC 
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Chairman AKAKA. Thank you very much, Mr. Earnest. 
Mr. McClain, how do you respond to Ms. Curtis’s comments 

about the problems that Project HERO has creating a large enough 
network in rural areas? 

Mr. MCCLAIN. Mr. Chairman, I will be glad to comment on that. 
Obviously Ms. Curtis has a tremendous amount of experience in 
the VA and in Boise, which is a very rural area. Many of her com-
ments, I think, were directed at the fact that some of this care 
must be sent outside the VA, and most of it should be kept inside 
VA. 

That certainly is an issue that this Committee has addressed and 
other committees have addressed and VA talks about considerably 
inside; and I know that funding has been provided over the years 
to do just that—to do more treatment inside. 
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So, we are simply talking about care that for whatever reason 
VA has decided to send outside its walls that they cannot handle 
either because of access issues or because the specialty does not 
exist inside the VA walls. 

From what I have learned of the start of Project HERO and 
Humana Veterans there were issues with the network, and indeed, 
issues in rural areas. In fact, we have pretty much the same issues 
anyone else does. 

I believe that Senator Tester stated that in one large geographic 
region there was one provider in his area. 

Well, Humana runs into the same problem. If the providers are 
not there, we certainly cannot contract with them. But we have in-
creased our network now in the four VISNs to where we have over 
27,000 providers in our network. 

There are patches and holes in that, which we are trying to fill 
right now. But for the most part we believe that we provide a very 
good experience for the veteran who is referred to outside care by 
VA in a rural setting. 

Chairman AKAKA. Ms. Curtis, do you have any further comments 
on that? 

Ms. CURTIS. Yes. I am one of those mental health providers that 
Senator Tester spoke about. Again I mentioned that I live only five 
miles away from the VA, and Project HERO attempted to obtain 
my services for the project. 

I felt that, first off, it would be a conflict of interest obviously for 
me, and second off, I felt that they would be much much better 
served within the VA to eliminate fragmentation of treatment that 
might occur with outside providers. 

Speaking of the highly rural areas, our Vet Center just recently 
initiated a mobile vet clinic for those mental health needs of vet-
erans throughout our extensive rural network. 

We also have several CBOCs and our mental health providers 
will actually go to those CBOCs to provide the health care. We also 
have mental health tele-health so that they can provide the treat-
ment such as in Salmon. Actually we have a CBOC in Salmon, 
which is like 4 hours away from Boise. We have the mental health 
treatment capabilities within the VA practically with the mobile 
clinics and the tele-help. 

Chairman AKAKA. This question is for Mr. Earnest and Mr. 
McClain. Has the VA asked your organizations to verify that you 
are complying with VA quality and performance measures? Will 
you please describe the level of VA’s oversight? 

Mr. Earnest. 
Mr. EARNEST. Thank you, Mr. Chairman. 
With regard to the VA oversight in the contracts that we pres-

ently have, we work very closely with the local hospital. In terms 
of performance measures, we even go to the point where we are 
proactive. 

We pull identified performance measures every other week to see 
how we are scoring and if we are having any problems with those 
performance measures. Then, in addition, we work closely with the 
parent hospitals to make sure that those performance measures are 
met. 
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We have biweekly meetings in-house and we have monthly meet-
ings with each one of the hospitals that we serve. 

Chairman AKAKA. Mr. McClain. 
Mr. MCCLAIN. Thank you, Mr. Chairman. 
In Project HERO there are quite a few contract requirements 

and metrics that Humana Veterans must meet. One of them is the 
fact that our providers, the medical care providers, are all 
credentialed. That may or may not be the case in the normal fee- 
based referral out in the community. But in our case we go through 
an extensive credentialing process. 

As far as VA oversight is concerned, VA actually comes out and 
audits our credential files on a regular basis. In fact, they were just 
at our office about 3 weeks ago to conduct their audit and found 
no deficiencies in our credentialing system. 

Also we have a very active quality management oversight com-
mittee that includes VA representation. So, whenever there is a po-
tential quality indicator—in other words some issue that arises, 
and this includes a peer review type of process—it will actually go 
to these committees for resolution. If any remedial action is re-
quired, we, in conjunction with our VA partner, would recommend 
that remedial action. 

Chairman AKAKA. This question is for all of the panelists. From 
your perspectives, how can VA improve its contracting process? 
Project HERO had a difficult time getting off the ground so let us 
hear from Mr. McClain first. 

Mr. MCCLAIN. Mr. Chairman, yes, it did have a difficult time. I 
think part of it was the short ramp-up time that we had. The con-
tract was actually awarded, I believe, in early October 2007 and 
went online January 2, 2008. So, that is a little less than a 3- 
month period. 

In order to implement in such a large geographic area with so 
many providers needed, that was probably too short of a time and 
therefore the network was lacking initially. 

As I said, that has been corrected. But, I think that more collabo-
ration with the contractor to determine exactly what an adequate 
ramp-up time should be, so that when you go live everything is 
lined-up for the veteran and the veteran is the one who gets the 
benefit of the contracted services. 

Chairman AKAKA. Ms. Curtis. 
Ms. CURTIS. The VA could best improve contract services by 

going back to Congress’s intent, only for emergent services that VA 
is unable to provide. 

If the VA were given the staffing that we need or the space— 
which sometimes that is the issue—then we would not be required 
to buy down the wait list. And that is basically what has happened 
at Boise. We wanted to get our colonoscopy wait list reduced. In-
stead of building another suite for colonoscopies, we bought it down 
through contract services. That is really unnecessary. 

Chairman AKAKA. Ms. Shahani. 
Ms. SHAHANI. As I mentioned, our VA contract is performance- 

based and monitoring of quality, timeliness, and customer service 
has been very good. 

There was a question about the IG report and the IG audit. I 
think it is very good that VA finally put a billing audit in place. 
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It was conducted first in 2005, and currently we are undergoing an-
other audit based on an independent third party contracted by the 
VA. 

The initial issue with the IG report, if I may, Mr. Chairman, was 
a difference in contract language interpretation. Once VA brought 
this to our attention, what we did was we really sat down with VA 
and the contracting office—both the program office and contracting 
office. We went through the issues and we both resolved them mu-
tually. Once everybody was on the same page—because there is an 
inherent difference between using Medicare for treatment guide-
lines versus a disability program—so, once we were able to resolve 
those issues and define the differences, QTC offered a payment to 
VA to reimburse them. This was even before the IG got involved. 

Since then QTC has reimbursed the monies, and basically we 
have ongoing quality process improvement based on our billing and 
audit standards. So, I am glad to hear Mr. Mayes say that they are 
going to do it twice a year now. 

The other thing that I would recommend is to involve the con-
tractor every time they update the VA examination protocols. Our 
physicians and experts basically conduct the C&P examinations on 
a regular basis. They have developed expertise, and I know there 
is a partnership between VBA and VHA in updating these proto-
cols. But we too would like to play a role in it because we have a 
lot of lessons learned that we would like to share with them. 

Thank you, Mr. Chairman. 
Chairman AKAKA. Thank you. 
Mr. Earnest, please. 
Mr. EARNEST. Thank you, Mr. Chairman. 
One of the points that we heard when we first started con-

tracting with the VA was the slogan, ‘‘One VA.’’ We have six dif-
ferent contracts. We have four different hospitals, and those four 
different hospitals interpret those contracts in different ways. 
So, the point I am making here is that we need to learn to be 
consistent. 

I also echo what was mentioned earlier. There needs to be 
stronger communication between the VA and its contractors. 
Whether we are talking about changes in the way that physical ex-
aminations are made or the ways that the contract is being inter-
preted, those are things that we feel just need to be happening. 

The last point I will make is that we are facing these four re-
gional offices for contracting. 

I believe just the opposite works. Local communication makes a 
big difference. If I know that I can meet with my contracting offi-
cer—whether I drive to Indianapolis or I drive to Fort Wayne—it 
is a lot easier than having to worry about meeting with my con-
tractor in Washington, DC, or wherever those four offices are. 

It is potentially a much closer relationship with the people that 
you do business with on a daily basis. 

Chairman AKAKA. Thank you. 
This question is for Ms. Curtis. In your written testimony you 

point out that OMB has directed Federal agencies to reduce their 
reliance on contractors. Are you aware of any instances in which 
VA has failed to fill vacancies, laid off workers, or otherwise reduce 
staff in favor of contracting out services? 
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Ms. CURTIS. I am not aware of any reduction of staff at my facil-
ity based on contracting out, but it appears that there is a percep-
tion that contracting out may be quicker and easier than actually 
putting the staff in place at our facility. 

However, the contracting out, as far as I am concerned, is just 
a stopgap method to take care of this wait list that we talked 
about. The much better way to treat our veterans in a facility that 
truly understands their unique needs is by hiring the staff, pro-
viding education that they require—the credentialing, the privi-
leging—all as if we were one VA I guess you would say. 

Thank you. 
Chairman AKAKA. Ms. Curtis, are the problems with the Project 

HERO you describe in your testimony limited only to Boise, Idaho? 
Ms. CURTIS. No, they are not. This is happening throughout the 

Nation and particularly in the rural treatment areas. 
Chairman AKAKA. As a follow-up, was the system for providing 

care outside VA better before Project HERO? 
Ms. CURTIS. I feel it was. We have personal relationships with 

our contractors. Personal relationships really go a long way in help-
ing the veteran feel at ease when he is receiving treatment there. 

I believe it also helped us keep their medical record from being 
as fragmented. We would quite quickly get the results of any proce-
dures that were done and scan it into our medical records so when 
the veteran came back to their primary care provider, they had the 
complete information. 

I worry with that second layer between the provider and the VA 
with the records going through Humana that something might get 
dropped. It would be much easier for that to happen and then the 
veteran’s care would definitely suffer. 

Thank you. 
Chairman AKAKA. Thank you very much for appearing here 

today. 
Contracts for services will almost certainly be part of VA’s efforts 

to provide care to veterans. But the VA is obligated to ensure that 
the Nation’s veterans receive the best health care services in any 
setting regardless of whether such services are provided at a hos-
pital, a contract clinic, or during a compensation and pension exam. 
VA must also be a good steward of the taxpayers dollars and obtain 
these services at a reasonable cost. 

We wanted this hearing to try to flush out what needed to be 
done to improve the whole program. So, my final question to all 
four of you—and you may or may not wish to comment—is do you 
have any recommendations or even suggestions to make about this 
process to us, that is Congress, as well as the VA? 

Ms. CURTIS. Mr. Chairman, obviously my suggestion would be to 
bring the treatment back to the VA in-house. 

Chairman AKAKA. Thank you. 
Mr. McClain. 
Mr. MCCLAIN. Mr. Chairman, I do have some suggestions I 

would like to, if I could provide those after the hearing. 
Chairman AKAKA. We would appreciate that, yes. 
[The additional information requested during the hearing fol-

lows:] 

VerDate Nov 24 2008 14:31 Jun 09, 2010 Jkt 000000 PO 00000 Frm 00181 Fmt 6633 Sfmt 6601 H:\ACTIVE\093009.TXT SVETS PsN: PAULIN



178 

HUMANA VETERANS HEALTH CARE SERVICES, INC., 
October 7, 2009. 

Hon. DANIEL K. AKAKA, 
Chairman, 
Committee on Veterans’ Affairs, 
U.S. Senate, Washington, DC. 

HVHS #09–0051 

DEAR MR. CHAIRMAN: This letter is a follow-up to the hearing on September 30, 
2009, entitled ‘‘VA’s Contracts for Health Services,’’ and is in response to your solici-
tation of recommendations from the second panel to improve outcomes in contracted 
health care and to fully realize the benefits and efficiencies of Project HERO. We 
appreciate the opportunity to provide this input. I want to emphasize at this point 
that Humana Veterans and the VHA Program Management Office (PMO) for Project 
HERO have an excellent working relationship. The following recommendations are 
put forth to enhance Project HERO and are submitted for your consideration in leg-
islating for a 21st Century Project HERO. 

1. Approach Project HERO as a true demonstration project. Demonstration 
projects take on many forms, but most have the common attribute of implementing 
a procedure or set of procedures, an evaluation of the processes with sufficient work-
load to emulate real world conditions, and ultimately, the implementation of identi-
fied improvements. Then the process is replicated, using the newly-identified best 
practices while continually improving the model. 

We believe Congress desired such a demonstration process with the ultimate goal 
of improved service to veterans who are referred to community providers for evalua-
tion or care. VA has implemented the Congressional directive by awarding a single 
contract for all four VISNs and simply administering the contract. There is cur-
rently no provision or contractual mechanism that allows for a mandatory workload 
adjustment after either (1) a specific period of performance; or (2) the effective im-
plementation of improved processes. In other words, VA is not required to improve 
their larger, institutional processes as lessons are learned during the demonstration. 
Further, they are required only to send a minimal workload to the demonstration, 
thereby defeating the true purpose of a demonstration project, (i.e., testing new and 
innovative management initiatives and implementing best practices and lessons 
learned). There is still plenty of time, under HERO, to conduct a true demonstration 
project within the existing contract. Three years remain on the five-year demonstra-
tion and a world class fee-based process can be realized if VA is willing to commit 
to realistic workloads and process adjustments to test proposed process improve-
ments. 

It is difficult to run a demonstration project when there is a competing process 
in the same fee office. We suggest that Project HERO become a first and preferred 
option in at least one VISN, perhaps VISN 8 or 16. Project HERO currently runs 
alongside VA’s normal fee-based processes. The only manner to truly test the dem-
onstration concept is to make referral to Project HERO the first or preferred option 
in a busy VISN fee office. 

2. Access to VHA’s CPRS. Currently, Humana Veterans as the project HERO con-
tractor does not have access to VHA’s Computerized Patient Record System (CPRS). 
The written consult reports from the outside medical specialists are transmitted via 
secure email or faxed to VHA and either manually downloaded or scanned into 
CPRS. While this represents significant progress beyond VA’s current fee based ef-
forts, this imperfect process can result in delay or lost records and remains subject 
to human error. VHA should be directed to provide direct access to CPRS for the 
Project HERO contractor. This will result in increased efficiencies, reduce the time 
for the written consult to be returned to the primary VA provider, and reduce delay 
in providing vital diagnostic and expert opinions to the veteran’s VA primary pro-
vider. With direct access to CPRS, the contractor can enter an electronic or scanned 
consult into CPRS and send it directly to the VA primary care provider. It will also 
reduce the time it takes to provide a veteran’s medical records required for the out-
side consult. 

3. VA would benefit from standardized processes, procedures and forms. The exist-
ing fee-based process in VA is completely decentralized. Standard forms exist, but 
many are locally modified. Further, there is no standard language for authorizations 
for care outside VA. The phrase ‘‘Evaluate and treat’’ means different things in dif-
ferent fee offices. Standard electronic forms and language would greatly enhance 
VA’s legacy, fee-based system. 
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4. VA should track metrics in their legacy Fee-based process. One of the most sig-
nificant lessons learned from Project HERO to date is the importance of metrics in 
the delivery of quality healthcare both inside and outside of VA. The Project HERO 
contractor has developed a data repository called the Data Mart to assist in tracking 
the metrics required for quality healthcare and facilitating analysis of that data. 
These metrics include: 

a. Length of time until appointment is scheduled. 
b. Length of time from receipt of an authorization for care until the veteran 

is seen by the network provider. 
c. Length of time until the network provider’s written consult report is re-

turned to VA. 
Implementing similar metrics would greatly enhance fee-based care in VHA. 
5. The HERO Model of personalized services for veterans should be implemented 

at each VHA Fee office. The HERO Model as developed by Humana Veterans in 
partnership with VA includes the following services to veteran patients: 

a. First, the veteran receives authorization for care from the VA. Before 
issuing an authorization, the VA determines if the specialty or other care is 
available at a VA facility, if the veteran lives a significant distance from that 
facility, or makes a determination based on other medical reasons. The VA then 
determines whether to send the authorization directly to the veteran, send it 
to the Project HERO office at Humana Veterans, or refer the veteran directly 
to a community provider. 

b. When an authorization is sent to Project HERO, the veteran receives per-
sonal assistance and specialized services. Initial contact with the veteran is 
made by a Customer Care Representative (CCR) from Humana Veterans. This 
appointment specialist provides an explanation of the HERO process and deter-
mines when the veteran is available for the medical appointment. In terms of 
making the encounter more veteran friendly, we developed our personalized 
services approach for three reasons: (a) to ensure the veteran is comfortable 
with what the medical appointment will entail; (b) the veteran understands 
where the civilian provider is located; and, (c) ensure maximum reliability in 
terms of the appointment date established between the veteran and HERO con-
tract provider. 

c. The CCR then conducts a three-way conference call with the veteran and 
a Humana Veterans network provider’s office. This call occurs within five days 
of receiving the authorization form from the VA. As part of the Humana Vet-
erans network agreement, network providers must schedule appointments with-
in 30 days of the conference call. In any event, the veteran must agree to the 
scheduled date. 

d. The veteran receives a letter confirming the provider’s name, address, tele-
phone number, date and time of appointment, including how to obtain direc-
tions to the provider’s office and Humana Veterans customer service number 
should questions or problems arise. The referring VA facility is also informed 
of the appointment details. 

e. The veteran goes to the scheduled appointment. An agreement with our 
network providers limits the veteran’s wait time to no longer than 20 minutes 
when they are in the office for their scheduled appointment. If a copy of the 
veteran’s medical records is required, we contact the VA to inform them of the 
provider’s request. 

f. After the appointment, we actively track the provider’s written consult re-
port and ensure it is returned to the VA for inclusion in the veteran’s electronic 
health record. The average time for a consult report to be returned to VA is 15 
days. 

g. If the provider recommends the veteran have additional tests, procedures 
or services, Humana Veterans communicates the recommendation to the VA for 
review and action. When providers submit their claims to us, we pay the pro-
vider directly within 30 days of receipt of the claim. We then submit the claim 
for services under the contract and VA pays Humana Veterans. 

h. Finally, we are committed to a seamless ‘‘hand-off’’ of the veteran back into 
the VA system and their primary care providers. This personalized approach is 
beneficial to the veteran. The return of clinical information in a timely manner 
ensures quality and continuity of care. 

Humana Veterans stands ready to assist the Committee and VA in every way pos-
sible to ensure enhanced quality and personalized healthcare services to our Na-
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tion’s heroes. Please do not hesitate to contact me directly at 502–301–6984 or 
tmcclain2@Humana.com if there are any questions. 

Sincerely, 
TIM S. MCCLAIN, 

President & CEO. 

Chairman AKAKA. Ms. Shahani. 
Ms. SHAHANI. Mr. Chairman, I would recommend that there is 

a role for contractors. I believe there is a role for contractors and 
there is also a role for the VHA. There are a lot of veterans and 
active duty servicemembers who need to be serviced in remote 
areas and in areas where VHA is unable to staff and provide the 
services for our veterans and active-duty servicemembers, espe-
cially for compensation and pension services. I suggest that the 
Committee maybe invite us so that we can share with you what we 
have done to actually bring the physician to the active duty service-
member and to the veteran, and how we’ve improved access, there-
by improving services to them. 

So, we are here if you need us to elaborate on things and discuss 
things better. We would like to share with you. And at the end of 
the day, I believe we are all here to service our veterans and ac-
tive-duty servicemembers. 

So, anything we can do please let us know. 
Chairman AKAKA. Mr. Earnest. 
Mr. EARNEST. Thank you again, Mr. Chairman. 
The two points I would make is, number 1, management. We feel 

it is very strong within our organization, that is, management. 
There is management at all levels and there should be manage-
ment of the contractor by the VA. 

We welcome that management. In terms of an OIG inspection, 
we cannot correct it if we do not know about it. We want to know 
those things so that we can be an even better contractor for the 
VA. 

The second point I would make is communication. We said that 
two or three times already this morning. It is important that the 
two entities—whether it is the VA or the contractor or the employ-
ees group—communicate with one another so that we all know 
what the agenda is and we can all better serve our veterans. 

Chairman AKAKA. Thank you very much. You are right that all 
of us here are trying to do the best we can to provide for our vet-
erans. That is the bottom line. So, I thank you so much for what 
you are doing and look forward to continuing to work with you. 

This hearing is adjourned. 
[Whereupon, at 11:36 a.m., the Committee was adjourned.] 
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