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Mr. ROCKEFELLER, from the Committee on Veterans’ Affairs,
submitted the following

R E P O R T

[To accompany S. 1080]

The Committee on Veterans’ Affairs, to which was referred the
bill (S. 1088) to amend title 38, United States Code, to facilitate the
use of educational assistance under the Montgomery GI Bill for
education leading to employment in high technology industry, and
for other purposes, having considered the same, reports favorably
thereon with an amendment in the nature of a committee sub-
stitute and recommends that the bill, as amended, do pass.

INTRODUCTION

On June 22, 2001, Committee Chairman John D. Rockefeller IV
introduced S. 1088, with the cosponsorship of Ranking Committee
Member Arlen Specter. Committee members Bob Graham and
Larry E. Craig joined later as cosponsors. S. 1088, as introduced,
would have amended provisions of title 38, United States Code,
concerning the Montgomery GI Bill (MGIB), to allow eligible vet-
erans to elect to receive accelerated payment of educational assist-
ance under the MGIB for education leading to employment in high
technology industries, and included certain private technology enti-
ties in the definition of educational institution.

Earlier, on January 22, 2001, S. 131 was introduced by Senator
Tim Johnson, with the cosponsorship of Senator Susan M. Collins.
Committee members Graham and Y. Tim Hutchinson later became
cosponsors. The bill was also cosponsored after introduction by Sen-
ators Joseph R. Biden, Jr., Jeff Bingaman, Max Cleland, Jon
Corzine, Thomas A. Daschle, Byron L. Dorgan, James M. Inhofe,
Edward M. Kennedy, John F. Kerry, Mary L. Landrieu, Joseph I.
Lieberman, Blanche Lincoln, Trent Lott, Olympia J. Snowe, and
Robert G. Torricelli. S. 131 would have modified the annual deter-
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mination of the rate of the basic benefit of active duty educational
assistance under the MGIB.

On January 31, 2001, S. 228 was introduced by Committee mem-
ber Daniel K. Akaka. Committee member Craig, Senators Binga-
man and Daniel K. Inouye later cosponsored the bill. S. 228 would
have made permanent the Native American veterans housing loan
program.

On February 28, 2001, S. 409 was introduced by Committee
member Kay Bailey Hutchison and cosponsored by Senator Richard
J. Durbin. The bill was later cosponsored by Senators George Allen,
Cleland, Kent Conrad, Ernest F. Hollings, Johnson, Barbara Boxer,
Collins, Dorgan, Russell D. Feingold, Inouye, and Kennedy. S. 409
would have clarified standards for compensation for Persian Gulf
veterans suffering from certain undiagnosed illnesses.

On March 29, 2001, S. 662 was introduced by Senator Chris-
topher J. Dodd and cosponsored by Senators Conrad, Feingold,
Herb Kohl, Robert C. Byrd, Dorgan, Patrick J. Leahy, Rick
Santorum, and George Voinovich. The bill was later cosponsored by
Committee members Craig and Zell Miller, and Senators Binga-
man, Mike DeWine, Lieberman, Jeff Sessions, Ted Stevens, John-
son, Kerry, Lincoln, and Deborah Ann Stabenow. S. 662 would
have authorized the Secretary of the Department of Veterans Af-
fairs (VA) to furnish headstones or markers for marked graves of,
or to otherwise commemorate, certain individuals.

On April 26, 2001, S. 781 was introduced by Committee member
Akaka and cosponsored by Committee member James M. Jeffords.
The bill was later cosponsored by Committee member Craig and
Senators Christopher S. Bond, Conrad, Mark Dayton, DeWine, Dor-
gan, Johnson, Lott, and Sessions. S. 781 would have extended au-
thority for housing loans for members of the Selected Reserve.

On May 17, 2001, S. 912 was introduced by Senator Barbara A.
Mikulski and cosponsored by Committee member Hutchison. The
bill was later cosponsored by Senator Snowe. S. 912 would have in-
creased burial benefits for veterans.

On May 23, 2001, S. 937 was introduced by Senator Cleland and
cosponsored by Senators Bingaman, Jean Carnahan, Dayton, Ken-
nedy, Landrieu, Lieberman, Jack Reed, and John W. Warner. The
bill was later cosponsored by Committee members Graham and
Miller and Senator Carl Levin. S. 937 would have permitted the
transfer of entitlement to educational assistance under the Mont-
gomery GI Bill by members of the Armed Services to their depend-
ents.

On June 19, 2001, the Committee’s Chairman, Senator Rocke-
feller, introduced S. 1063, with the cosponsorship of Committee
member Craig. S. 1063 would have improved the administration of
the United States Court of Appeals for Veterans Claims.

On June 22, 2001, Chairman Rockefeller introduced S. 1089 with
the cosponsorship of Committee member Craig. S. 1089 would have
expanded temporarily the United States Court of Appeals for Vet-
erans Claims in order to further facilitate staggered terms for
judges on that court, and for other purposes.

On June 22, 2001, Chairman Rockefeller introduced S. 1091 with
the cosponsorship of Ranking Committee Member Specter and Sen-
ator Daschle. Committee member Graham later cosponsored the
bill. S. 1091 would have modified and extended authorities on the
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presumption of service connection for herbicide-related disabilities
of Vietnam-era veterans, and for other purposes.

On June 22, 2001, Chairman Rockefeller introduced S. 1093. The
bill was later cosponsored by Committee members Craig and
Graham. S. 1093 would have excluded certain income from annual
income determinations for pension purposes, limited provision of
benefits for fugitive and incarcerated veterans, increased the home
loan guaranty amount for construction and purchase of homes,
modified and enhanced other authorities relating to veterans’ bene-
fits, and for other purposes.

On June 25, 2001, S. 1095 was introduced by Senator Fred
Thompson and later cosponsored by Senators Chuck Hagel and
Kerry. S. 1095 would have extended MGIB eligibility to certain
Vietnam-era veterans.

On June 27, 2001, Ranking Committee Member Specter intro-
duced S. 1114. The bill was later cosponsored by Senators Thad
Cochran and Snowe. S. 1114 would have increased MGIB monthly
rates over 3 years by $150 each year.

On June 28, 2001, the Committee held a hearing, chaired by Sen-
ator Rockefeller, to receive testimony on S. 131, S. 228, S. 409, S.
662, S. 781, S. 912, S. 937, S. 1063, S. 1088, S. 1089, S. 1091, S.
1093, and S. 1114.

Testimony was heard from Senator Hutchinson; the Honorable
Leo S. Mackay, Jr., Ph.D., Deputy Secretary for Veterans Affairs;
Mr. John Vitikacs, Deputy Director, National Economics Commis-
sion, The American Legion; Mr. Sid Daniels, Deputy Director, Na-
tional Legislative Service, Veterans of Foreign Wars; Rick Surratt,
Deputy National Legislative Director, Disabled American Veterans;
and David Tucker, Senior Associate Legislative Director, Paralyzed
Veterans of America.

Testimony was submitted for the record by: Senator Biden; Sen-
ator Collins; Senator Durbin; Senator Johnson; Senator Mikulski;
Representative Donald Manzullo; the National Veterans Legal
Services Program; the United States Court of Appeals for Veterans
Claims; the National Organization of Veterans Advocates; the Viet-
nam Veterans of America; the Department of Veterans Affairs In-
spector General’s Office; the Tennessee Education Association of
Veterans Program Administrators; and the National Vietnam and
Gulf War Veterans Coalition.

After carefully reviewing the testimony from the foregoing hear-
ing, the Committee met in open session on August 2, 2001, and
voted unanimously to report favorably S. 1088, as amended to in-
clude provisions from S. 131, S. 228, S. 409, S. 662, S. 781, S. 912,
S. 937, S. 1063, S. 1088, S. 1089, S. 1091, S. 1093, S. 1095, and
S. 1114. Present were Senators Rockefeller, Miller, Wellstone, Mur-
ray, Nelson, Specter, Thurmond and Hutchison. Speakers included
Senators Rockefeller, Wellstone, Specter, and Hutchison. The vote
to pass the Committee’s bill was unanimous.

SUMMARY OF THE COMMITTEE BILL AS REPORTED

S. 1088 as reported (herein referred to as the Committee bill)
contains various amendments to title 38 of United States Code and
other freestanding provisions that would:
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(a) increase the rate of the basic Montgomery GI Bill (MGIB)
benefit to $700 in FY 2002, $800 in FY 2003, and $950 in FY
2004;

(b) allow MGIB participants to receive their otherwise
monthly payment as an accelerated lump-sum payment at the
beginning of a course period;

(c) allow acceleration for payment of 60 percent of the cost
of an approved program that leads to employment in a high
technology industry if the program exceeds 200 percent of the
monthly MGIB benefit;

(d) extend eligibility for the MGIB to certain Vietnam-era
veterans;

(e) expand the definition of educational institution for VA
purposes to include private entities that offer or contract to
offer courses that lead to certification and are generally recog-
nized as necessary to obtain or maintain employment in a high
technology occupation;

(f) restore a presumption, previously eliminated by a court
decision, that in-country Vietnam veterans were exposed to
Agent Orange;

(g) expand the definition of ‘‘undiagnosed illnesses’’ to in-
clude multisymptom illnesses for the purpose of authorizing
compensation to Gulf War veterans with such illnesses;

(h) exclude certain nonrecurring income from countable in-
come for determination of VA non-service-connected death pen-
sion eligibility;

(i) modify the time limitation on receipt of claim information;
(j) modify the requirement for pensioners to report changes

in income from the end of the month, to the end of the year;
(k) prohibit veterans and dependents from receiving VA ben-

efits while fugitives;
(l) eliminate future compensation for veterans who were in-

carcerated in 1980 and have remained incarcerated, because
veterans incarcerated before 1980 were grandfathered out of
prior compensation reductions due to now defunct technological
barriers;

(m) repeal the limitation on payment of benefits to incom-
petent veterans because treatment has changed and incom-
petent veterans now move between hospitalization and out-
patient treatment more frequently;

(n) extend the effective date of certain Omnibus Budget Rec-
onciliation Act provisions by 3 years, from 2008 to 2011;

(o) increase the home loan guaranty amount from $50,750 to
$63,175;

(p) extend the Native American Veterans Housing Loan Pro-
gram for 4 years as this benefit continues to be necessary as
homes on tribal land fall under different foreclosure and resale
rules than general real estate;

(q) extend authority for housing loan guaranties for members
of the Selected Reserve for 4 years in order to advertise the
home loan guaranty as a recruiting incentive;

(r) increase the VA burial benefits for service-connected
deaths of veterans from $1,500 to $2,000;

(s) authorize VA to furnish bronze markers for already pri-
vately marked graves;
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(t) eliminate the cap on veteran participants in the VA’s Vo-
cational Rehabilitation ‘‘Independent Living’’ program that as-
sists veterans who are too disabled to retrain for employment
to achieve and maintain independent living and reduce reli-
ance on others;

(u) create a plan to address problems related to the possible
retirement of a majority of judges at the United States Court
of Appeals for Veterans Claims (CAVC) within a short period
of time;

(v) repeal the requirement for a judge of the CAVC to pro-
vide written notice regarding acceptance of reappointment as
a precondition to retirement from the court;

(w) terminate the post-November 17, 1988, Notice of Dis-
agreement as a requirement for jurisdiction in the CAVC;

(x) impose a periodic registration fee on persons admitted to
practice before the CAVC; and

(y) make available to the CAVC the same management, ad-
ministrative, and expenditure authorities currently available to
Article III courts.

COMMITTEE BILL

SECTIONS 101 THROUGH 105: EDUCATION MATTERS

The original ‘‘GI Bill of Rights’’ was created at the end of World
War II to, among other things, give returning soldiers, airmen, and
seamen compensation for educational opportunities lost while serv-
ing in the war and to ease their transition back into civilian life.
The World War II GI Bill was succeeded by veterans’ education
benefits programs for Korean conflict veterans and veterans of the
Vietnam war. In 1976, in Public Law 94–502, the Post-Vietnam
Era Veterans Educational Assistance Program (VEAP) was enacted
to provide the first veterans’ education benefit for peacetime vet-
erans of an all-volunteer military. VEAP created an educational
matching fund account for servicemembers who entered active duty
between December 31, 1975, and July 1, 1985. Participants could
contribute up to $2,700 and the Department of Defense (DOD)
would match the contributions on a 2 to 1 basis. Thus,
servicemembers could accumulate a college fund worth up to
$8,100 while in service. Recognizing a need to increase educational
benefits to assist former servicemembers and recruit high quality
individuals to the services, Congress enacted the Montgomery GI
Bill (MGIB), in 1984, in Public Law 98–525. The MGIB retained
the servicemember contribution feature of VEAP, though at the re-
duced level of $1,200. Under the MGIB, participating members ac-
cept a reduction in their base pay of $100 per month for the first
12 months of service. In exchange, they become entitled to 36
months of educational benefits, which are currently set at $650 per
month.

The Committee is very committed to ensuring that the MGIB
continues to assist veterans and servicemembers in accessing de-
sired educational opportunities so that they may realistically com-
pete in today’s changing job market. To that end, and with the sup-
port of Committee members, the Budget Resolution for FY 2002 al-
locates $228 million for MGIB enhancements. The Committee bill
would increase the rate of the basic MGIB benefit and augment the
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coverage and flexibility of the benefit so as to increase use of the
benefit, in recognition of the fact that, according to VA, only 45 per-
cent of eligible beneficiaries who entered active duty after 1988
have utilized their MGIB benefit.

SECTION 101: INCREASES THE RATE OF THE BASIC MGIB BENEFIT

Background
Today, one of the best tools for Armed Forces recruiting is the

MGIB, because it provides higher education opportunities to quali-
fied men and women who might not otherwise be able to afford
post-secondary schooling. However, the effectiveness of the MGIB
as a recruiting incentive is compromised because individuals seek-
ing financial assistance to attend college may find funds available
from many sources. As an example, a preliminary analysis by the
Government Accounting Office indicates that the total Federal aid
available to low income, independent nonveterans attending 4-year
public universities is $9,750 per year; while aid to low income vet-
erans (including earned MGIB benefits) is just over $1,500 per year
higher. The Committee believes that the MGIB, as has been the in-
tent since its enactment, should be sufficient to offset the commit-
ment and sacrifices that individuals make to serve in our Nation’s
military, thus providing an attractive package that stands out
among other options and encourages the furtherance of education.

Tuition at the average 4-year public institution went up 4.4 per-
cent, to $3,510, for the 2000–2001 academic year. Tuition and fees
at the average 4-year private institution were $16,332 up 5.2 per-
cent from the year before. Over a 10-year period ending in 1999–
2000, tuition and fees rose 49 percent at public 4-year universities
and 32 percent at private 4-year universities. These costs are in ad-
dition to room and board, books and supplies, transportation, and
other miscellaneous items.

According to a program evaluation of the MGIB done by VA in
2000, MGIB benefits only cover half of the typical out-of-pocket ex-
penses for a 4-year college education. In fact, students who use the
MGIB benefit for a bachelors degree tend to have a higher debt
load than students who pay for college in other ways. The same
study found that only about 45 percent of veterans eligible for
MGIB benefits who entered active duty after 1988 have taken ad-
vantage of MGIB benefits.

According to the College Board, $1.487 billion in student aid was
available specifically to veterans in 1999–2000. However, in the
past 10 years, veterans’ educational benefits have not kept pace
with rising tuition costs. While tuition has increased by 50 percent
this decade, educational aid to veterans has only increased by
about 41 percent, after adjusting for inflation.

The Veterans Benefits and Health Care Improvement Act of
2000, Public Law. 106–419, raised the monthly MGIB benefit from
$528 to the current $650 for individuals whose original service obli-
gation was for 3 years and from $429 to $528 for those with a 2-
year obligation period of service. Public Law 106–419 also provided
servicemembers with an opportunity to ‘‘buy up’’ their MGIB ben-
efit by up to $180 per month by making a $600 contribution toward
that end.
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Committee Bill
Section 101 of the Committee bill, based on S. 131 and S. 1114,

would supplement the recent improvement in the benefit rate by
increasing the monthly benefit, for veterans whose original service
obligation was 3 or more years, to $700 in FY 2002, $800 in FY
2003, and $950 in FY 2004. For veterans whose original service ob-
ligation was 2 years, the monthly educational benefit is increased
to $569 in FY 2002, $650 in FY 2003, and $772 in FY 2004. This
provision should aid military recruiting, by making the MGIB more
competitive with other forms of financial aid, and ease a veteran’s
transition back into civilian life. Thus, after full phase-in of the
MGIB amounts in this section, and together with the ‘‘buy up’’ ben-
efit, the potential exists for a total monthly benefit of $1,100 for
servicemembers who serve at least 3 years.

Cost: The Congressional Budget Office (CBO) estimates the total
cost of section 101 would be $53 million in 2002, $1.8 billion over
the 5-year period, 2002–2006, and $5.3 billion over the 10-year pe-
riod, 2002–2011.

SECTION 102: PROVIDES AUTHORITY FOR ACCELERATED PAYMENTS OF
BASIC EDUCATIONAL ASSISTANCE UNDER THE MGIB

Background
Current law provides that the MGIB benefit be disbursed in 36

equal monthly amounts. However, according to VA’s MGIB pro-
gram evaluation, the payments do not arrive at the same time
every month. Some colleges and universities want students’ tuition
paid at the beginning of the term. Many schools also impose sub-
stantial up front costs at the beginning of each course, term; or se-
mester. Thus, veterans are often forced to pay for their tuition,
supplies, books, and other educational costs out of their own pocket
and then recoup those costs with the MGIB benefit. Many veterans
cannot borrow sufficient funds in order to await reimbursement.

The Committee notes that the 1999 Report of the Congressional
Commission on Servicemembers and Veterans Transition Assist-
ance recommended that the Congress enact legislation providing
for accelerated payments. An accelerated payment benefit would
also provide a greater incentive for veterans who are eligible for
MGIB benefits to actually use the benefit. As part of the VA pro-
gram evaluation, 564 veterans were asked to cite the factors which
would encourage them to use their MGIB entitlement. Twenty six
percent responded that the ability to receive lump-sum payments
would be the primary encouraging factor.

Committee Bill
Section 102 of the Committee Bill, derived from S. 937, would

allow MGIB participants to receive their otherwise monthly pay-
ment as an accelerated lump-sum payment for the month in which
the course begins, plus up to 4 months worth of educational assist-
ance allowance, or in the case of a term, quarter, or semester, the
amount of the aggregate monthly educational assistance allowance
payable for the entire term, quarter, or semester. The remainder
of the MGIB entitlement would be reduced by the same amount as
it would have been charged had payments been made on a monthly
basis.
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Cost: CBO estimates that this provision would increase direct
spending by $100 million in 2002, $300 million over the 5-year pe-
riod, 2002–2006, and $365 million over the10-year period, 2002–
2011.

SECTION 103: ACCELERATES PAYMENTS OF MGIB BENEFIT BY 60 PER-
CENT OF THE COST OF AN APPROVED PROGRAM THAT LEADS TO EM-
PLOYMENT IN A HIGH TECHNOLOGY INDUSTRY

Background
The payment structure of the MGIB was designed to provide as-

sistance to veterans pursuing traditional 4-year degrees at univer-
sities by offering benefits, distributed monthly for up to 36 months.
Last year, in Public Law 106–419, Congress extended MGIB bene-
fits to cover the costs of certification exams that technical systems
training courses prepare veterans to take.

In today’s fast-paced, high technology economy, in which many
students work and support families, traditional degrees may not be
the chosen option for every veteran. According to the VA’s 2000
MGIB program evaluation, many eligible beneficiaries surveyed
said that they are not able to enroll in choice programs because
they are over burdened with other responsibilities. Among all
MGIB users who dropped out of a college or training program, ‘‘job
responsibilities’’ was the most cited reason. The proportion of
women among the active duty forces has increased by more than
4 percent between 1985 and 1998, and there was also an increase
in the average number of dependents per family of active duty
members. Female users most often quit because of ‘‘family/per-
sonal’’ reasons.

With heightened job, financial, and family responsibilities, many
veterans wish to pursue training with condensed schedules. Also,
many veterans could benefit from training in the computer and
technical skills that are highly sought-after in today’s high tech-
nology marketplace. In these fields, certification is often a pre-
requisite for employment.

Microsoft, Cisco, and other technical training for certification is
offered through training centers, private contractors to community
colleges, or by the companies themselves. These courses often last
just a few weeks or months, and can cost many thousands of dol-
lars. Under current law, the MGIB is paid out in monthly disburse-
ments which are ill-suited for the payment structure that these
sorts of courses demand. For example, in the case of a 2 month cer-
tification course that might cost $10,000, the MGIB would pay only
$1,300.

During the Committee’s June 28th hearing, Dr. Leo Mackay,
Deputy Secretary of the Department of Veterans Affairs, testified
that ‘‘providing educational benefits for pursuit of these [tech-
nology] courses is fully consonant with MGIB purposes.’’ David
Tucker, Senior Associate Legislative Director of the Paralyzed Vet-
erans of America, also testified that, ‘‘If the MGIB is to be used not
only for recruitment purposes, but also as a means of enabling a
veteran to make a smooth transition back to civilian life, then S.
1088 [allowing veterans to use their MGIB benefits in courses lead-
ing to certification in technical fields] is a vital means to accom-
plish these goals.’’
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Committee Bill
Section 103 of the Committee bill, derived from S. 1088, takes

the next logical step after last year’s expansion to include coverage
of certification exam costs by authorizing payment for a portion of
these courses. This provision would allow an accelerated payment
of MGIB benefits to accommodate the compressed schedule of
courses that lead to employment in a high technology industry.
Veterans would be eligible to receive an accelerated payment equal
to 60 percent of the costs. The dollar value of the accelerated pay-
ment would be deducted from the veteran’s remaining MGIB enti-
tlement.

The Committee bill would not specify which technology fields are
covered by this section. Instead, it authorizes the Secretary to de-
termine which courses are applicable, thus ensuring flexibility to
keep pace with emerging fields and courses.

Cost: CBO estimates the cost of section 103 would be $4 million
in 2002, $140 million over the 5-year period, 2002–2006, and $440
million in the 10-year period, 2002–2011.

SECTION 104: EXTENDS ELIGIBILITY FOR THE MGIB TO CERTAIN
VIETNAM-ERA VETERANS

Background
Current law provides that, if a Vietnam-era veteran had eligi-

bility for Vietnam-era GI Bill benefits as of December 31, 1989,
was on active duty on October 19, 1984, and served 3 continuous
years, the veteran could convert his or her Vietnam-era benefit to
the MGIB educational benefit. There are, however, some veterans
who served during the Vietnam era and left the service in the early
1980’s, only to reenlist and serve again on active duty after October
19, 1984. Rejoining active duty after October 19, 1984, precluded
them from converting prior benefits to MGIB and effectively elimi-
nated their ability to use their Vietnam-era GI Bill. Thus, someone
who served honorably at least twice is left with no educational ben-
efits under current law because they did not reenlist for active duty
before the October 19, 1984, statutory deadline.

Committee Bill
Section 104 of the Committee bill, derived from S. 1095, would

allow a Vietnam-era veteran to convert Vietnam-era GI Bill bene-
fits to MGIB benefits if the veteran had eligibility for the Vietnam-
era GI Bill benefits as of December 31, 1989, was not on active
duty on October 19, 1984, and served 3 continuous years in the
Armed Forces after July 2, 1985.

Cost: CBO estimates the cost will be less than $500,000 in 2002,
$9 million over the 5-year period, 2002–2006, and $18 million over
the 10-year period, 2022–2011.

SECTION 105: INCLUDES HIGH TECHNOLOGY ENTITIES IN THE
DEFINITION OF EDUCATIONAL INSTITUTIONS

Background
Under current law, course providers must be approved for VA

purposes as an educational institution in the state where the
course is offered in order for MGIB funds to be released. If a pro-
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vider operates in multiple states, it must be approved separately
in each state where MGIB beneficiaries are enrolled for veterans
to receive benefits in each state. Courses offered by Novell, Micro-
soft, and other technology companies are offered through some VA-
recognized educational institutions as well as designated business
centers or other private providers. When the courses are offered
through private providers, they often do not undertake the process
of becoming a VA-approved educational institution. Even if classes
are identical, only those veterans at a VA-recognized educational
institution are able to receive educational assistance.

Committee Bill
Under Section 105 of the Committee bill, derived from S. 1088,

the Secretary of Veterans Affairs would be given authority, for
MGIB purposes, to establish requirements for private entities to
qualify for MGIB payments because their educational services to
veterans fulfill requirements for the attainment of a license or cer-
tificate generally recognized as necessary to obtain, maintain, or
advance a veteran’s employment in a profession or vocation in a
high technology occupation. This would enable veterans, regardless
of where they take their high technology classes, to apply for MGIB
benefits.

Cost: CBO did not estimate any cost to be associated with section
105.

SECTION 201: RESTORES THE VA PRESUMPTION OF AGENT ORANGE EX-
POSURE FOR VIETNAM VETERANS AND EXTENDS SCIENTIFIC STUDIES
INTO ITS LONG-TERM HEALTH EFFECTS

Background
Questions about the health consequences of exposure to the her-

bicide Agent Orange in Vietnam arose at the inception of its use
in 1962, and continue long after the return of American
servicemembers. In 1969, research showed that the herbicide com-
ponent of Agent Orange could cause birth defects in laboratory ani-
mals. Subsequent studies into the adverse effects of dioxin, a con-
taminant of Agent Orange, heightened public fears that diseases
manifested by Vietnam veterans and their children resulted from
wartime exposures. In the absence of conclusive evidence for or
against specific health effects of Agent Orange exposure, many vet-
erans and public interest groups expressed frustration with the
Federal response to Vietnam veterans’ concerns.

In order to address these concerns, Congress passed Public Law
102–4, the Agent Orange Act of 1991. This act modified title 38,
chapter 11, to establish presumptions of service connection for dis-
eases associated with exposure to herbicide agents of the kind used
in the Republic of Vietnam. Section 1116 of title 38 states that the
Secretary of Veterans Affairs may determine which diseases war-
rant presumption of a service connection based on an association
with exposure to an herbicide agent in the case of a veteran who
served in Vietnam between January 9, 1962, and May 7, 1975.

Service connection for a disability ‘‘means that the facts, shown
by evidence, establish that a particular injury or disease resulting
in disability was incurred coincident with service in the Armed
Forces, or if preexisting such service, was aggravated therein.’’ 38
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C.F.R. § 3.303(a), 38 U.S.C. § 501. Direct service connection is es-
tablished by showing that the disability was ‘‘coincident’’ with serv-
ice. Direct service connection can be established by showing a caus-
al relationship between the current disability (manifesting after
service) and some injury or disease during service. Presumptive
service connection requires no causal relationship, but merely relies
on the presumption that the disability was present or caused by
service or some special circumstance during service.

A 1999 U.S. Court of Appeals for Veterans Claims (CAVC) deci-
sion, McCartt v. West, 12 Vet. App. 164 (1999), held that a pre-
sumption of exposure to Agent Orange can only apply when the
veteran’s disease is included in the list of enumerated diseases in
38 U.S.C. § 1116(a) or 38 C.F.R. § 3.309(e).

McCartt had a skin condition which he claimed was attributable
to his service in Vietnam, but which was not on the list of diseases.
The CAVC held that, if McCartt had none of the enumerated dis-
eases in either 38 U.S.C. § 1116(a) or 38 C.F.R. § 3.309(e), then he
was not entitled to a presumption of exposure to Agent Orange
under the language of the law. Section 1116(a)(3) of title 38 states
that a veteran who served in Vietnam and has one of the enumer-
ated diseases will be presumed to have been exposed.

[A] veteran who, during active military, naval, or air service,
served in the Republic of Vietnam during the period beginning
on January 9, 1962, and ending on May 7, 1975, and has [one
of the enumerated diseases] shall be presumed to have been
exposed during such service to an herbicide agent containing
dioxin or 2,4-dichlorophenoxyacetic acid (2,4-D), and may be
presumed to have been exposed during such service to any
other chemical compound in an herbicide agent, unless there is
affirmative evidence to establish that the veteran was not ex-
posed to any such agent during that service. 38 U.S.C.
§ 1116(a)(3) (emphasis added).

Therefore, the court held that McCartt had the burden of submit-
ting evidence to justify his claim of exposure to herbicides.

VA practice prior to the McCartt decision had been to presume
exposure for anyone who had served in Vietnam during the statu-
torily defined period of war, that is, from January 9, 1962, to May
7, 1975, unless there was affirmative evidence to the contrary.
After McCartt, VA practice was changed to presume exposure to
herbicide agents only if the veteran had one of the presumptive dis-
eases listed in 38 U.S.C. § 1116(a) or 38 C.F.R. § 3.309(e), unless
there was affirmative evidence to the contrary.

Addressing this issue, Rick Surratt, Deputy Legislative Director
of the Disabled American Veterans, stated before the Committee on
Veterans’ Affairs on June 28, 2001:

From 1980 to 1999, VA presumed exposure to herbicides in
the case of any Vietnam veteran who claimed exposure, in rec-
ognition that circumstances make it near impossible to prove
or rule out exposure in individual cases and in observance of
the benefit-of-the-doubt rule. Following [McCartt] in which the
court had no cognizance of the presumption and did not recog-
nize it, VA conveniently abandoned the presumption, although
no circumstances responsible for this policy and its legal prem-
ises had changed. Now, the only veterans entitled to the pre-
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sumption of exposure to herbicides are those who claim com-
pensation for disabilities subject to the statutory presumption
of service connection. Others are left with the often impossible
burden of proving exposure even though existing records are
insufficient to document individual exposure in most instances.

In the Agent Orange Act of 1991, Congress sought to address
skepticism about VA’s objectivity by requiring the Secretary to rely
upon an independent assessment of health effects suspected to be
linked to herbicide exposures. Section 3 of the Agent Orange Act
of 1991 required the Secretary to contract with the National Acad-
emy of Sciences (NAS) to review the scientific and clinical evidence
regarding the health effects of exposure to the components of herbi-
cides used in Vietnam, and to report to the Congress and VA every
2 years for 10 years. Section 1116(c)(1) of title 38 then requires the
Secretary to determine whether a presumption of service connec-
tion is warranted for each disease covered in the NAS report, and
to propose regulations for each disease if necessary. These reviews
have led to the recent addition of type 2 diabetes as a service-con-
nected disease, and understanding of the possible long-term effects
of herbicide and dioxin exposure continues to grow.

Committee Bill
Section 201 of the Committee bill, derived from S. 1091, would

restore the VA practice, eliminated by the McCartt decision, to pre-
sume that veterans who served in Vietnam during the time speci-
fied in law were exposed to herbicides such as Agent Orange re-
gardless of the disease the veteran seeks to have service connected.
Thus, VA would be mandated to resume the practice of presuming
exposure for anyone who served on active military, naval, or air
service, in the Republic of Vietnam from January 9, 1962, to May
7, 1975. Claimants will still need to submit evidence sufficient to
show that a disease is related to Agent Orange exposure if the dis-
ease is not on the list. The Committee bill also directs VA to con-
tract with NAS so NAS will continue to review scientific evidence
on effects of dioxin or herbicide exposure for 10 more years (five re-
ports), and extends authority of the Secretary of Veterans Affairs
to presume service connection for additional diseases as based on
future NAS reports for 10 more years.

Cost: CBO estimates that the cost of extending the production of
the report on Agent Orange and veterans that is produced bienni-
ally would be $4 million over the 10-year period, 2002–2011, as-
suming appropriation of the necessary amounts.

SECTION 202: EXPANDS THE DEFINITION OF SERVICE-CONNECTED
‘‘UNDIAGNOSED ILLNESSES’’ AND EXTENDS THE PRESUMPTIVE PE-
RIOD FOR GULF WAR VETERANS

Background
Following the Gulf War in 1991, returning servicemembers began

to report a range of unexplained illnesses characterized by symp-
toms such as chronic fatigue, muscle and joint pain, loss of con-
centration and forgetfulness, headaches, and skin rashes that many
attributed to their service. Subsequent review revealed that men
and women who served in the war might have been exposed to
multiple biological and chemical agents, including, among others,
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smoke from oil well fires, pesticides, organic solvents, the drug
pyridostigmine bromide, numerous vaccinations, and sarin nerve
gas.

Efforts to determine what hazards might be linked to specific
symptoms have been limited by inconclusive data on the long-term
effects of low-dose exposures, and by poor documentation of troop
location during the conflict. In response to concerns about the
health of Gulf War veterans, Congress passed Public Law 102–
585—authorizing health examinations, tasking the NAS to evalu-
ate scientific evidence regarding potential Gulf War exposures, and
establishing the Gulf War Veterans Health Registry—and Public
Law 102–310, authorizing VA to provide health care services on a
priority basis to Gulf War veterans. However, the inability of clin-
ical and scientific evidence to link the symptoms that have been la-
beled collectively ‘‘Gulf War Syndrome’’ directly to specific wartime
exposures proved a barrier to establishing service connection for
Gulf War veterans’ disabilities.

In 1994, Congress passed the Persian Gulf War Veterans’ Bene-
fits Act as title I of Public Law 103–446, to provide compensation
to Gulf War veterans disabled by illnesses that could not be diag-
nosed or defined at that time, and for which no other causes could
be identified. Among other things, this law amended chapter 11 of
title 38 so as to add a new section, section 1117, which authorized
the Secretary to pay compensation to any Gulf War veteran suf-
fering from a chronic disability resulting from an undiagnosed ill-
ness (or combination of undiagnosed illnesses) that became mani-
fest during service in the Gulf War theater or to a degree of 10 per-
cent or more within the presumptive period set by the Secretary in
regulations.

VA has interpreted this authority to limit service connection only
to conditions for which no clinical diagnosis can be made. Since the
passage of this law, many Gulf War veterans have received diag-
noses for chronic conditions whose causes cannot be identified con-
clusively, but which preclude them from eligibility for benefits
under the current law. Over the last decade, the medical commu-
nity has increasingly accepted diagnoses such as chronic fatigue
syndrome, fibromyalgia, and irritable bowel syndrome to describe
multisymptom chronic illnesses without known cause. Under VA’s
interpretation of its authority, a veteran with a diagnosis of ‘‘chron-
ic fatigue of unknown etiology’’ is eligible for benefits under the
current law, but a veteran with a diagnosis of ‘‘chronic fatigue syn-
drome’’ is not eligible, despite the fact that their symptoms may not
differ in any significant way. This situation results not from ad-
vances in understanding the causes of symptoms manifested by
Gulf War veterans, but from changes in medical terminology in the
past decade.

Because current scientific research has not determined the eti-
ology of veterans’ symptoms or the long-term health consequences
of Gulf War-era exposures, and because the Department of Defense
recently released new estimates of the number and locations of
service personnel exposed to nerve agents, extension of this pre-
sumptive period beyond the scheduled termination date of Decem-
ber 31, 2001, as set forth in the Federal Register of April 29, 1997,
62 FR 23138–23139, is warranted. Although section 1117 of title 38
authorizes the Secretary to extend the period for presumption of
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service connection by regulation, the Secretary has not yet acted on
this authority.

Committee Bill
Section 202 of the Committee bill, derived from S. 409, would

correct this unintended exclusion of veterans with poorly defined
diagnosed illnesses from the ‘‘undiagnosed illnesses’’ provisions in
section 1117 of title 38 by adding to the list of conditions that can
be service connected ‘‘poorly defined chronic multisymptom ill-
nesses of unknown etiology, regardless of diagnosis,’’ characterized
by the symptoms already listed in VA regulations. Section 202 does
not define Gulf War Syndrome, but authorizes the Secretary to
offer compensation to veterans with diagnoses such as chronic fa-
tigue syndrome, fibromyalgia, and irritable bowel syndrome, which
are diagnosed in Gulf War veterans more frequently than in age-
matched control populations. This section also extends the pre-
sumptive period for health care and benefits for Gulf War veterans
for 10 more years.

Cost: Section 202 would take effect on April 1, 2001, and because
VA takes an average of 6 months to adjudicate reopened claims,
CBO expects that no payments would be made in 2002. CBO esti-
mates that enacting section 202 would increase direct spending by
$46 million in 2003, $168 million in the 4-year period from 2003
through 2006, and $400 million over the 9-year period, 2003–2011.

SECTION 203: EXCLUDES LIFE INSURANCE FROM COUNTABLE INCOME
FOR NON-SERVICE-CONNECTED DEATH PENSION

Background
Non-service-connected death pension is paid to low income sur-

viving dependents, mainly spouses, of wartime veterans. All VA
pension programs have complex rules relating to effective dates
and what types of income are not counted in VA’s determination
of the claimant’s income.

Under current law, section 5110(d)(2) of title 38, a claim for non-
service-connected death pension received within 45 days of the vet-
eran’s death is effective on the date of death. Claims received more
than 45 days after the veteran’s death are effective on the date of
the claim. This distinction was created in Public Law 98–369, as
a cost-cutting measure.

However, this provision created a loophole that has led to un-
equal treatment for surviving spouses applying for death pension.
The effect of Public Law 98–369 was to exclude life insurance pro-
ceeds from countable income for claimants who file more than 45
days after the date of the veteran’s death. The effective dates for
those who wait more than 45 days are the dates the claims were
filed, regardless of their insurance proceeds. However, the life in-
surance of those spouses who file within 45 days of death is count-
ed as income for the following 12 months and may result in making
them ineligible for pension for a full year.

Committee Bill
Section 203 of the Committee bill, derived from S. 1093, would

exclude life insurance proceeds and other nonrecurring income
from countable income for VA death pension. This income will still
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be accounted for in VA’s net worth calculations, when appropriate.
The Secretary is given authority to set an appropriate limit on the
amount of insurance and nonrecurring income that are to be ex-
cluded as income for pension purposes, in order to maintain fair-
ness if a survivor were to receive an unusually large windfall.

Cost: CBO estimates that enacting this provision would cost $3
million in 2002, $17 million over the 5-year period, 2002–2006, and
$62 million over the 10-year period, 2002–2011.

SECTION 204: MODIFIES THE TIME LIMITATION FOR RECEIPT OF CLAIM
INFORMATION

Background
On November 9, 2000, the President signed Public Law 106–475,

the Veterans Claims Assistance Act of 2000 (VCAA), which rein-
stated and clarified the VA’s duty to assist veterans with their
claims for benefits. The VCAA’s primary purpose was to substan-
tially return VA claims assistance practice to what it traditionally
had been throughout VA’s modern history prior to the decision of
the U.S. Court of Appeals for Veterans Claims in Morton v. West,
12 Vet. App. 477 (1999). In Morton, the court held that VA does
not have the authority to assist claimants prior to the submission
of a well-grounded claim. As a consequence of Morton, VA directed
regional offices to subject all claims to an initial review to deter-
mine whether they are well-grounded before proceeding to assist
the claimant in fully developing the claim. Section 3 of the VCAA
defines the responsibilities that both VA and claimants have at two
distinct points of the claims process: submitting information to
complete an incomplete application for benefits and submitting evi-
dence necessary to substantiate a claim for benefits based on a
complete or substantially complete application.

Prior to the VCAA’s enactment, section 5103(a) of title 38, United
States Code, provided that if a claimant’s application for benefits
was incomplete, the Secretary of Veterans Affairs was required to
notify the applicant of the evidence needed to complete the applica-
tion. If such evidence was not received within 1 year of the Sec-
retary’s notification, section 5103(a) prohibited benefits from being
furnished or paid based on the incomplete application. Section 3 of
the VCAA created a new section 5102(b) that retained the language
of prior section 5103(a) requiring the Secretary to notify an appli-
cant of the evidence required to complete an application, but omit-
ted the language requiring the evidence to be submitted within 1
year of the Secretary’s notice. Instead, the VCAA placed the 1 year
time limitation language in a new section 5103(b), which governs
the receipt of information and evidence necessary to substantiate
a claim for benefits based on a complete or substantially complete
application.

In testimony submitted to the Committee on June 28, 2001, VA
Deputy Secretary Leo Mackay testified on behalf of VA regarding
the effect of the change in law concerning the 1-year time limita-
tion, noting that, under the VCAA:

. . . if a claimant were to submit an application for benefits
and receive notification from VA that the application is incom-
plete, it does not appear that VA would be authorized to close
or deny the claim based on an applicant’s failure to respond.
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Further, if the claimant submits the requested information at
any time in the future, and if a benefit were granted, VA
would be required to establish an effective date for an award
of benefits based on the date the incomplete application was
filed without regard to whether the applicant responded to
VA’s request for further information to ‘‘complete’’ the applica-
tion in a timely fashion. We do not believe this result was in-
tended by the Congress.

The Committee concurs with VA’s assessment of Congressional
intent.

Committee Bill
Section 204 of the Committee bill, derived from S. 1093, would,

through a technical correction, restore the law on this matter as it
was prior to the VCAA by making the 1-year time limitation appli-
cable to evidence necessary to complete an application and not ap-
plicable to evidence necessary to substantiate a claim based on a
complete or substantially complete application.

Cost: CBO estimates that this provision would have little or no
net effect on direct spending.

SECTION 205: MODIFIES THE REQUIREMENT FOR PENSIONERS TO RE-
PORT CHANGES IN INCOME FROM THE END OF THE MONTH TO THE
END OF THE YEAR

Background
VA pension is a needs-based program payable to low income war-

time veterans who cannot work due to permanent and total dis-
ability. Death pension is payable to low income surviving depend-
ents of wartime veterans. Pension amounts are offset dollar-for-dol-
lar with income from other sources (unless specifically excluded by
statute).

Under current law, section 5112(b)(4)(A) of title 38 (the ‘‘end of
the month rule’’) requires VA pension to be reduced or discontinued
effective the first day of the month following the month in which
the pensioner’s net income is increased, even if it is a one-time in-
crease. This can lead to multiple adjustments per year and an in-
creased probability of errors.

These reporting requirements are burdensome for pensioners and
call for very exacting income matching and accounting procedures
by VA, which in turn leads to a disproportionate percentage of time
being spent by VA on pension as compared with the number of peo-
ple receiving pension, and is one of the greatest sources of errors
in claims processing. In fiscal year 2000, VA’s quality review pro-
gram, STAR, showed that effective date errors were made roughly
one out of nine times when effective date issues were reviewed. Of
those, 54 percent were related to pension income calculations. VA
states that the errors occur most often in the end-of-the-month ad-
justments.

These adjustments also affect the basic security of the pen-
sioners, who by definition have low incomes. When VA creates a
debt through overpayments, until the adjustment is processed
(which occurred 107,000 times in fiscal year 2000), the pensioner
frequently seeks a waiver of the debt under section 5302 of title 38
and is often successful because of their limited means. In FY 2000,
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15,730 requests for waiver of pension debt were received and
10,027 of those were granted.

Committee Bill
Section 205 of the Committee bill, derived from S. 1093, would

modify the requirement for pensioners to report changes in income
from the end of the month to the end of the year. This would re-
duce the number of times that VA has to adjust pension, reducing
administrative overhead and opportunities for mistakes.

Cost: CBO estimates that this provision would have little or no
net effect on direct spending.

SECTION 206: BARS VETERANS FROM RECEIVING BENEFITS WHILE
FUGITIVES

Background
In 1996, Congress enacted Public Law 104–193. This law was de-

signed to cut off the means of support that allows fugitive felons
to continue to flee. It barred fugitive felons from receiving Supple-
mental Security Insurance from the Social Security Administration
and food stamps from the Department of Agriculture. However,
under current law, there is no bar to prevent veterans who are fu-
gitives from justice from receiving VA benefits.

Committee Bill
Section 206 of the Committee bill, derived from S. 1093, would

bar veterans and eligible dependents from receiving veterans bene-
fits while fugitive, which is defined as fleeing to avoid prosecution,
or custody or confinement after conviction, for an offense, or an at-
tempt to commit an offense, which is a felony under the laws of the
place from which the veteran flees. The benefits which would be
barred include those for service-connected disabilities; dependency
and indemnity compensation for service-connected deaths; non-
service-connected disability/death pension; hospital, nursing home,
domiciliary and medical care; insurance; educational entitlements;
training and rehabilitation benefits for veterans with service-con-
nected disabilities; post-Vietnam era veterans’ educational assist-
ance; survivors’ and dependents’ educational assistance; and, hous-
ing and small business loans.

Cost: CBO estimates that this provision would have little or no
net effect on direct spending.

SECTION 207: ELIMINATES COMPENSATION FOR VETERANS WHO WERE
INCARCERATED PRIOR TO 1980 AND HAVE REMAINED INCARCERATED

Background
One of the purposes of VA benefits is to help disabled veterans

who have a service-connected disability maintain a standard of liv-
ing, determined by lost average earnings capacity, that has been
compromised by the service-connected disability. If a veteran is in-
carcerated, then the government provides a minimum standard of
living.

In 1980, Congress enacted legislation to reduce compensation to
incarcerated veterans to the equivalent to the rate of compensation
paid for a 10-percent disability (or, if they only receive ten percent,
to the equivalent dollar amount of 5 percent). The policy under-
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lying this provision is that many of the veteran’s basic needs, such
as food, clothing, and shelter, are already being met by the entity
which is incarcerating the veteran. The remainder of the veteran’s
compensation can be apportioned and sent to the veteran’s depend-
ents (if any).

Veterans who were already incarcerated in 1980 were not cov-
ered by this change in law. One reason was that VA did not believe
that it would be able to identify those veterans. However, techno-
logical changes now make this possible and VA has indicated that
is only a small number of veterans who were incarcerated in 1980
who have remained continuously incarcerated.

Committee Bill
Section 207 of the Committee bill, derived from S. 1093, would

eliminate compensation for veterans who were incarcerated in 1980
and have remained incarcerated, by stopping their future pay-
ments. It would not affect any payments they have received be-
tween 1980 and enactment of this provision. Further, this provision
would not impede these veterans’ ability to apportion their benefits
to any dependents they may have. The provision furthers VA’s pro-
gram integrity by treating similarly situated veterans alike now
that technology provides the ability to do so.

Cost: CBO estimates that this provision would result in an an-
nual savings of about $2 million.

SECTION 208: REPEALS THE LIMITATION ON PAYMENT OF BENEFITS TO
INCOMPETENT VETERANS

Background
A reduction of benefits to incompetent veterans dates back to

1933, when incompetent people would be institutionalized for
years. The ‘‘$1,500’’ rule prohibited compensation and pension ben-
efits from being paid to incompetent veterans with assets of $1,500
or more and no dependants, if the veteran was being provided in-
stitutional health care by the government. The rule was created by
Congress to prevent the accumulation of large estates of Federal
benefits which would be inherited by persons who had no original
entitlement to those benefits during the veteran’s lifetime. It was
also felt that a large estate based on the veteran’s benefits should
not be allowed to build up just to escheat to the state upon the vet-
eran’s death.

In addition, this provision was intended to guard against misuse
of accumulated benefits for long-term hospitalized incompetent vet-
erans. An unintended result was that veterans with financial obli-
gations (e.g. a home mortgage) lost the income to meet their debts.
Now, treatment for the mentally ill has changed and veterans do
not generally remain hospitalized for years at a time. Instead, they
are more likely to cycle in and out of treatment, resulting in vir-
tually constant suspension and reinstatement of their benefits.

In 2000, Congress addressed this prohibition against paying com-
pensation and pension benefits to an incompetent veteran who had
no dependents and who had assets of $1,500 or more, if the veteran
was being provided institutional health care by the government. Al-
though the Committee sought to fully eliminate this disparate and
discriminatory treatment of incompetent veterans, because of fund-
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ing restraints it was only able, in Public Law 106–419, to raise the
dollar amount of the cutoff from $1,500 to five times the 100 per-
cent compensation rate.

Committee Bill
Section 208 of the Committee bill would fully repeal the limita-

tion on payment of benefits to incompetent institutionalized vet-
erans who have no dependents, treating these veterans the same
as any other veteran receiving disability compensation.

Cost: CBO estimates that the cost of Section 208 would be about
$4 million in 2002, $22 million over the 5-year period, 2002–2006,
and $47 million over the 10-year period, 2002–2011.

SECTION 209: EXTENDS CERTAIN OMNIBUS BUDGET RECONCILIATION
ACT PROVISIONS

Background
In 1990, Public Law 101–508 authorized VA to use income infor-

mation received from other agencies, such as the Department of
Health and Human Services and the Department of the Treasury,
to determine the level of a VA beneficiary’s income. VA may use
this information as part of its process to determine continuing eligi-
bility for receipt of VA means-tested benefits. This authority ex-
pired on September 30, 1992, and has since been extended through
1997 in Public Law 102–568, through 1998 in Public Law 103–66,
through 2002 in Public Law 105–33, and through 2008 in Public
Law 106–419.

Public Law 101–508 also reduced the VA pension amount for cer-
tain veterans receiving Medicaid-covered nursing home care to no
more than $90 per month, for any period after the month of admis-
sion to the nursing care facility. This authority expired on Sep-
tember 30, 1992, and was extended through 1997 in Public Law
102–568, through 1998 in Public Law 103–66, through 2002 in
Public Law 105–33, and through 2008 in Public Law 106–419.

Committee Bill
Section 209(a) of the Committee bill, extends the income informa-

tion verification from September 30, 2008 to September 30, 2011.
Section 209(b) of the bill extends the authority for limitation of

VA pension to $90 per month for certain veterans receiving Med-
icaid-covered nursing home care from September 30, 2008 and in-
serting September 30, 2011.

Cost: CBO estimates that 209(a) would lower direct spending by
$5 million over the 3-year period, 2009–2011, and that 209(b)
would result in a net spending reduction of $631 million over the
same period.

SECTION 301: INCREASES THE HOME LOAN GUARANTY AMOUNT FROM
$50,750 TO $63,175

Background
VA does not generally provide a direct home loan for

servicemembers and veterans. Instead, it provides a guaranty to
mortgage lenders should the borrower veteran be unable to meet
the payments and go into foreclosure. A VA guaranty allows a vet-
eran to buy a home for up to four times the guaranty amount, with
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a current maximum of $203,000. In 2000, VA guaranteed 175,000
housing loans. While a popular benefit, its value has decreased in
recent years as the price of homes in major metropolitan areas has
increased significantly, while the VA guaranty amount has not in-
creased since 1994. Rick Surratt, Deputy Legislative Director of the
Disabled American Veterans, stated before the Committee on June
28, 2001:

A recent survey by the Federal Housing Finance Board showed
average home prices [are] higher than $203,000 in several areas of
the Nation. Several years have passed without any adjustment in
the maximum home loan guaranty, and the erosion of the benefit
in the face of increasing housing costs has put housing beyond the
reach of veterans living in these several areas of the Nation.

Committee Bill
Section 301 of the Committee bill, derived from S. 1093, would

increase the home loan guaranty to $63,175 to keep pace with the
FHA home loan guaranties supporting a loan of up to $252,700.

Cost: CBO estimates this provision would increase direct spend-
ing by $6 million in 2002, $33 million over the 5-year period, 2002–
2006, and $87 million over the 10-year period, 2002–2011.

SECTION 302: EXTENDS THE NATIVE AMERICAN VETERANS HOUSING
LOAN PROGRAM FOR 4 YEARS

Background
Public Law 102–547 authorized the Secretary of VA to establish

and implement a pilot program under which VA could make direct
housing loans to Native American veterans. The purpose of such
loans was to permit Native American veterans to purchase, con-
struct, or improve dwellings on trust land. The pilot program was
established after it was brought to the Committee’s attention that
there was no documented case of a Native American veteran using
the VA home loan guaranty program. This was attributed to the
Native American veteran’s inability to use trust lands as collateral,
poor economic conditions on reservations, and private lenders dis-
criminatory attitudes toward Native Americans.

VA undertook a study on the use of the VA home loan guaranty
program by Native American veterans living on trust lands. The
study, completed in 1991, calculated that 21,204 Native American
veterans lived on Federal reservations and trust lands. The study
found that only 15 Native Americans living on trust land had used
VA home loan benefits of any kind. Their participation rate was
0.07 percent compared with an overall veteran participation rate of
0.67 percent almost 10 times greater than the participation rate of
Native Americans. The 15 home loan guaranties made were for
specific adapted housing renovations for totally disabled veterans
with certain mobility impairments, and none of the loans were VA-
guaranteed home loans. The Committee concluded that the VA
home loan programs were not responsive to the needs of those vet-
erans who reside on trust lands and passed Public Law 102–547.
In 1997, in Public Law 105–114, the program was extended
through December 31, 2001.
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Committee Bill
Section 302 of the Committee bill, derived from S. 228, would ex-

tend the Native American veterans housing loan program, set to
expire on December 31, 2001, by 4 years to December 31, 2005.

Cost: CBO estimates that this provision would result in an an-
nual direct spending cost of $250,000 and that VA’s administrative
expenses, a discretionary cost, would be roughly $500,000 annually.

SECTION 303: EXTENDS FOR 4 YEARS THE AUTHORITY FOR HOUSING
LOAN GUARANTIES FOR MEMBERS OF THE SELECTED RESERVE AND
OTHER EXPIRING AUTHORITIES

Background
When members of the Selected Reserve were extended eligibility

for home loans in 1992, Congress recognized the expanded respon-
sibilities of reservists in this Nation’s defense. Congress acknowl-
edged that reservists responded willingly to the call of duty during
the Gulf War, but also that the call up disrupted lives and caused
economic hardship. It was felt that whether or not reservists con-
tinued to serve depended partially on the benefits that were made
available to them. With the reduction of the active duty military
force, reservists will be increasingly relied upon to provide an ade-
quate portion of the total military force. Incentives to recruit will
become increasingly important, especially in light of the personal
sacrifices required of recently recalled reservists.

In 1992, in Public Law 102–291, Congress granted the Secretary
of Veterans Affairs enhanced loan asset sale authority that was set
to expire in December 31, 2002. This authority was extended sev-
eral times, most recently through December 31, 2008, in Public
Law 106–419.

In 1982, Congress required VA to charge a loan fee for VA home
loan guaranties in Public Law 97–253. This authority and the
amount of the fee have been modified and extended numerous
times, until section 3729 of title 38 of the United States Code was
completely rewritten to clarify the various loan fees and combine
them into one table in Public Law 106–419. At that time, the au-
thority of VA to charge loan fees was extended through October 1,
2008.

Section 3732 of title 38 defines the procedures for a liquidation
sale in the event of a default on a VA-guaranteed home loan. The
authority for these procedures is currently set to expire on October
1, 2008.

Committee Bill
Section 303(a) of the Committee bill, derived from S. 778, would

extend for 4 years the authority for housing loan guaranties for
members of the Selected Reserve. Reservists must serve 6 years in
order to become eligible for a VA-guaranteed loan. In order for the
home loan to be advertised as a recruiting incentive now, the ben-
efit must be authorized beyond 6 years.

Section 303(b) of the bill would extend VA’s loan asset sale au-
thority through December 31, 2011.

Section 303(c) would extend the VA’s home loan fee authorities
through October 1, 2011.
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Section 303(d) would extend the effectiveness of the procedures
applicable to liquidation sales on defaulted home loans guaranteed
by VA through October 1, 2011.

Cost: CBO estimates that loan fees charged for extended home
loan benefits for reservists would lower net spending by $2 million
annually over the 4-year period, 2008–2011. CBO estimates that
the subsections of section 303 that extend provisions affecting
housing would reduce direct spending by $778 million over the 3-
year period, 2009–2011.

SECTION 401: INCREASED VA BURIAL BENEFITS FOR SERVICE-
CONNECTED DEATHS OF VETERANS FROM $1,500 TO $2,000

Background
Efforts to ensure veterans a proper burial have along history in

our country. In 1862, President Lincoln signed legislation that au-
thorized national cemeteries to ensure a proper burial for soldiers
who died in the service of the country. Congress expanded burial
benefits with the War Risk Insurance Act Amendments of 1917, so
as to avoid a potter’s field burial for war veterans. That act pro-
vided a cash payment, of no more than $100, to pay for funeral and
burial expenses for deaths occurring prior to separation from mili-
tary service.

In 1923, the burial allowance was extended to veterans who died
without sufficient assets to pay for burial. The asset limitation re-
quirement was removed in 1936. In addition, eligibility for cash
payments was extended to veterans who served during a war or
died in the line of duty. The 1940’s and 1950’s represented a period
of increase in the burial allowances to veterans. The increases were
justified by the rise in cost of burial expenses and a rise in the cost
of living. Opponents of the increases said that a large proportion
of veterans had other resources sufficient to meet burial costs, such
as Social Security old-age lump sum benefits, or in some cases, pri-
vate resources.

In 1973, Congress set the amount of service-connected and non-
service-connected burial expenses at $800 (covering 72 percent of
an average adult funeral) and $250 (22 percent of the total cost)
respectively. Congress intended to make veterans’ burial benefits in
line with the then existent-system of Federal civilian employees
burial benefits. The increase also showed a clear recognition by the
Federal Government of its responsibility to veterans who suffered
a service-connected death. In 1978, the burial allowance for a serv-
ice-connected death was raised to $1,100 (80 percent of the total
cost). The non-service-connected death allowance rose from $250 to
$300.

In 1981, non-service-connected burial benefits were restricted to
veterans who were in receipt of or entitled to compensation or pen-
sion at the time of death to impose some limitation on who was en-
titled to non-service-connected benefits. By restricting the burial
benefit, Congress attempted to return to the original purpose of the
benefit and make certain that only the neediest of veterans were
entitled to burial aid. In 1982, the non-service-connected burial al-
lowance was extended to wartime veterans (1) who were discharged
for a service-incurred or aggravated injury, (2) whose bodies were
held by the state unclaimed, (3) who had no next of kin, or (4)
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when there were insufficient resources to cover burial and funeral
expenses.

VA currently pays up to $1,500 for burial and funeral expenses
for a service-connected death and $300 for burial and funeral ex-
penses for a non-service-connected death.

In addition, VA provides a $150 plot allowance for purchase of
a burial plot and internment for veterans not buried in national
cemeteries. To be eligible, the veteran must have: (1) been dis-
charged due to a disability incurred or aggravated in the line of
duty; (2) been eligible for compensation or pension at the time of
death; (3) died in a VA facility; or (4) been a reservist discharged
or released under circumstances other than dishonorable.

Legislation on this issue was spurred by the issuance of a VA re-
port in December 2000, which showed the effect of inflation on the
burial benefit. In 1973, the average cost of an adult funeral was
$1,116. In 1999, the average cost for an adult funeral was $5,157.
Funeral costs have risen faster than the cost of inflation.

Committee Bill
Section 401 of the Committee bill, based on S. 912, would raise

the burial allowance to $2,000 for service-connected deaths, cov-
ering 39 percent of the cost for the average adult funeral.

Cost: CBO estimates that this provision would cost $5 million in
2002, $25 million over the 5-year period, 2002–2006, and $49 mil-
lion over the 10-year period, 2002–2011.

SECTION 402: AUTHORIZES VA TO FURNISH BRONZE MARKERS FOR
ALREADY MARKED GRAVES

Background
VA is restricted by statute from providing a headstone or marker

for an already marked grave. VA policy on headstones is based on
the principle that the Nation wants to ensure than no veteran lies
in an unmarked grave. Section 2306(a) of title 38 requires VA to
furnish, upon request, markers or headstones for the unmarked
graves of veterans eligible to buried in national and post ceme-
teries. An exception to this policy exists in section 2306(b)(1) of title
38 which authorizes VA to furnish a headstone or marker for an
individual whose remains are unavailable for internment. Once VA
provides a marker, a veteran’s family can get a private marker
later. However, because of existing law, if a veteran’s family ob-
tains a private marker first, VA may not furnish a headstone or
marker.

The Committee recognized the inequity of this situation and the
need to permanently commemorate a veteran’s service.

Committee Bill
Section 402 of the Committee bill, derived from S. 662, would

allow the Secretary of VA to furnish bronze markers for already
privately marked graves in order to more permanently commemo-
rate a veteran’s military service. It does not authorize a second
marker if the veteran already received a VA marker or headstone.
The marker must be put in an appropriate place, determined by
the cemetery concerned, within the grounds of the cemetery. Eligi-
bility for these grave markers will apply to deaths occurring after
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the date of enactment of the Act. This provision will also apply to
a death before the enactment, but after November 1, 1990, so long
as the request for the marker is made within 4 years after the date
of the enactment of this measure.

Cost: CBO estimates that enacting this provision would result in
an increase in spending for burial benefits of $2 million in 2002,
$13 million over the 5-year period, 2002–2006, and $20 million over
the 10-year period, 2002–2011.

SECTION 501: REPEALS THE FISCAL YEAR LIMITATION ON THE NUMBER
OF VETERANS IN VA’S PROGRAM OF INDEPENDENT LIVING SERVICES
AND ASSISTANCE

Background
VA’s Vocation Rehabilitation and Employment Service maintains

an independent living program. The goal of the program is to assist
service-disabled veterans who are too disabled to retrain for em-
ployment to achieve and maintain defined independent living out-
comes and reduce reliance on others.

The Independent Living program was initially developed as a
pilot program in 1986 in Public Law 96–466. The program was to
run through fiscal years 1982 to1985 and have no more than 500
veteran participants. The authority for the program was extended
through 1989, and in Public Law 101–237, the program was made
permanent. However, the cap on the number of participants has
never been modified. While VA has not turned away any veteran
seeking services, it has exceeded the statutory cap over the last
several years. VA projects that demand for the program will con-
tinue to rise as the large Vietnam-era veteran population ages.

Committee Bill
Section 501 of the Committee bill, derived from S. 1093, would

eliminate the 500-veteran cap for participants of the independent
living program, and would retain first priority to veterans for
whom there is a reasonable feasibility of achieving a vocational
goal but for their service-connected condition.

Cost: CBO expects the cost of section 501 would be $6 million in
2002, about $60 million over the 5-year period, 2002–2006, and
$230 million over the 10-year period, 2002–2011.

SECTION 601: CREATES A SUCCESSION PLAN TO ADDRESS JUDGES RE-
TIRING FROM THE UNITED STATES COURT OF APPEALS FOR VET-
ERANS CLAIMS

Background
The U.S. Court of Appeals for Veterans Claims, originally named

the U.S. Court of Veterans Appeals, was created in 1988 in the
Veterans’ Judicial Review Act to provide judicial review of vet-
erans’ claims for benefits from the Department of Veterans Affairs.

At the court’s inception, the terms for judges were not staggered
by Congress. The original chief judge and six associate judges were
appointed to 15-year terms within 16 months of one another in
1989–1991. A new judge was appointed in 1997 to fill a vacancy
created by the death of one of the originally appointed judges. The
chief judge retired in 2000, and his seat has not yet been filled. By
2005, the terms of five of the remaining judges will have ended.
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Because the judges’ terms were not staggered, it is very likely
that there will be at least four simultaneous vacant seats. Recog-
nizing this, in Public Law 105–368, Congress attempted to avoid
the crisis preemptively that would be created if the court had only
two or three sitting judges and the resulting enormous backlog of
cases, by offering some of the original judges early retirement.
However, no judges accepted early retirement and the likelihood of
multiple, simultaneous vacancies persists.

Committee Bill
Section 601 of the Committee bill, derived from S. 1089, would

address the problem by allowing two additional judges to be ap-
pointed, in order to bridge the retirement of the original judges.
Specifically, this bill would temporarily expand the membership of
the court by two seats until August 2005, when the last of the
seven original judges’ terms will expire. Under the Committee bill,
by that time, two seats would be eliminated to restore the court to
seven judges. The Committee believes that this temporary expan-
sion will give ample time for the President to nominate, and the
Senate to confirm, judges for the court, and avoid the potentially
damaging effects of a court with only two or three judges.

Cost: CBO estimates that an extra judge in 2004 would result in
an increase in discretionary spending of $1 million for 2004, assum-
ing the availability of appropriated funds.

SECTION 602: REPEALS THE REQUIREMENT FOR A JUDGE TO PROVIDE
WRITTEN NOTICE REGARDING ACCEPTANCE OF REAPPOINTMENT AS
A PRECONDITION TO RETIREMENT FROM THE UNITED STATES COURT
OF APPEALS FOR VETERANS CLAIMS

Background
Currently there are three ways for a judge to retire from the

United States Court of Appeals for Veterans Claims. First, under
section 7296(b)(1) of title 38 of the United States Code, if the age
of the judge and the years served on the United States Court of Ap-
peals for Veterans Claims add up to 80, then the judge may retire
(the so-called Rule of 80). For example, a judge who has served on
the court for 12 years and has attained the age of 68 could retire
from the court. Second, under section 7296(b)(2), a judge who has
not been reappointed following the expiration of the term for which
the judge was appointed must advise the President, in writing, that
the judge is willing to accept reappointment, and if not re-
appointed, the judge may retire. Last, under section 7296(b)(3), a
judge who becomes permanently disabled may retire.

Committee Bill
Section 602 of the Committee bill would repeal the requirement

set forth in section 7296(b)(2) that a judge provide written notice
regarding acceptance of reappointment, as a precondition to retire-
ment from the United States Court of Appeals for Veterans Claims,
in order to provide a smooth transition of judges under section 601
of the Committee bill.

Cost: CBO did not estimate a cost to be associated with section
602.
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SECTION 603: TERMINATES THE POST-NOVEMBER 17, 1988, NOTICE OF
DISAGREEMENT AS A PREREQUISITE TO JURISDICTION FOR THE
UNITED STATES COURT OF APPEALS FOR VETERANS CLAIMS AND FOR
CHARGING ATTORNEY FEES FOR REPRESENTATION OF VETERANS

Background
The Notice of Disagreement (NOD) begins the appellate process

within the Department of Veterans Affairs. The veteran submits an
NOD to a regional office of the Department of Veterans Affairs, in-
dicating disagreement with the regional office’s original decision, in
whole or part. When Congress created the United States Court of
Veterans Appeals in 1988, the law required claims to have an NOD
filed on or after November 18, 1988—the date of enactment of the
Veterans’ Judicial Review Act (VJRA)—in order to be reviewed by
the court. This provision was enacted so as to prevent the new
court from becoming overwhelmed with appeals.

However, many difficulties have arisen with this jurisdictional
requirement, due to the complexity of the VA appellate process.
Problems arose in determining what is the applicable NOD when
there were multiple agency decisions and extensive correspondence
by the claimants. Also, many cases originated before November 18,
1988, adding to the difficulty of determining which NOD conferred
jurisdiction to the court. In addition, much litigation has occurred
to determine what type of writing constitutes an NOD and the type
of language that must be used to construe disagreement over the
VA’s decision. Then-Chief Judge Frank Q. Nebeker commented,
‘‘[T]here appear to be countless possible permutations of the NOD
issues.’’ Frank Q. Nebeker, Jurisdiction of the United States Court
of Appeals: Searching Out the Limits, 46 Me. L. Rev. 5 (1994).

While many veterans have brought appeals to the court, the flood
of appeals that was anticipated when the court was created has not
occurred, nor does the Committee anticipate that repealing the
NOD will create a significant increase in cases before the court.
The Committee notes that, last year, the court decided 1,556 claims
out of 2,442 cases filed. Ten percent of these cases were dismissed
for lack of jurisdiction, although no data is available on what por-
tion of these cases received NOD-related dismissal.

Committee Bill
Subsection (a) of section 603 of the Committee bill would elimi-

nate the post-November 17, 1988, NOD as a prerequisite to juris-
diction at the U.S. Court of Appeals for Veterans Claims set out
in section 402 of the VJRA. It would not affect the requirement of
an NOD to trigger agency appeal of a decision. It would not elimi-
nate other requirements for a case to be heard by the court, such
as a timely Notice of Appeal. It is the intent of the Committee to
free up the court to determine appeals on their merits. The appel-
late process for veterans’ claims is long enough without a veteran
being additionally burdened to argue over NODs. It is also impor-
tant to note that this provision would not confer jurisdiction upon
the court on any matter not currently within its jurisdiction.

Subsection (b) of this provision would repeal section 403 of the
VJRA that limits payment of attorney fees to cases with a post-No-
vember 17, 1988, NOD, as a conforming change to subsection (a)
of the Committee bill. This would ensure that veterans can secure
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representation for any appeal previously barred by section 403 of
the VJRA that may be filed once section 603 of the Committee bill
becomes effective. It would not modify any other requirement for
a veteran to hire or pay an attorney.

Cost: CBO did not estimate a cost to be associated with section
603.

SECTION 604: PERMITS EXPANDED USE OF THE PERIODIC REGISTRA-
TION FEE PAID BY PERSONS ADMITTED TO PRACTICE BEFORE THE
UNITED STATES COURT OF APPEALS FOR VETERANS CLAIMS

Background
Currently, the U.S. Court of Appeals for Veterans Claims collects

a $30 practice fee that may be imposed periodically on those admit-
ted to practice before the court. In addition, the court collects reg-
istration fees that are paid at the court’s periodic Judicial Con-
ference that is carried out under section 7286 of title 38. The court
has amassed approximately $55,000 from registration fees at the
periodic conferences. It has expended a small amount on hiring an
ethics speaker for the last four Judicial Conferences. Currently,
under section 7285(b), the court is authorized to make expenditures
‘‘implementing standards of proficiency for practice before the
court’’ only.

Committee Bill
Section 604 of the Committee bill, derived from S. 1063 and re-

quested by the court in a May 24, 2001, letter by Chief Judge Ken-
neth Kramer to then-Committee Chair Specter, would amend sec-
tion 7286 of title 38 of the United States Code so that registration
fees paid to the court may be used for purposes in addition to ‘‘im-
plementing standards of proficiency for practice before the court,’’
including expanded disciplinary proceeding activities and employ-
ing independent counsel. The provision would also make funds
available for support activities, such as the preparation, procure-
ment, use, display, or dissemination of appropriate court materials.
The legislation also would allow the use of registration funds to fos-
ter and support bench and bar activities or the study, under-
standing, commemoration, or improvement of veterans law or the
work of the court.

Cost: CBO did not estimate a cost to be associated with section
604.

SECTION 605: MAKES AVAILABLE TO THE UNITED STATES COURT OF AP-
PEALS FOR VETERANS CLAIMS THE SAME MANAGEMENT, ADMINIS-
TRATIVE, AND EXPENDITURE AUTHORITIES AVAILABLE TO ARTICLE
III COURTS

Background
The U.S. Court of Appeals for Veterans Claims, established by

the Congress under Article I of the Constitution to exercise judicial
power, has unusual status as an independent tribunal that is not
subject to the control of the President or the executive branch. Pur-
suant to section 7282 of title 38, the court submits its budget di-
rectly to and receives its appropriations directly from Congress. Be-
cause of its standalone status, the court does not have available to
it the same general management, administrative, and expenditure
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authorities that are available to Article III courts of the United
States (under the Administrative Office of the U.S. Courts), or to
other courts that are part of other administrative structures, such
as the U.S. Court of Appeals for the Armed Forces (under the De-
partment of Defense).

Over the years since its establishment, the court has requested
the enactment of various gap-filling statutory provisions, which are
described by Chief Judge Kramer in a May 24, 2001, letter to then-
Committee Chairman Specter:

. . . for example, in 1990, the Congress specifically added to
title 5 U.S.C. App. §§ 109(8) and 109(10) a reference to this
Court so that financial disclosure reports by its judges and cer-
tain nonjudicial personnel would be filed with and reviewed by
the [Administrative Office] (Pub. L. No. 101–280, § 3, 104 Stat.
152, 155 (1990) (amendments to Ethics in Government Act of
1978, as amended by Ethics Reform Act of 1989)); in 1991, the
Congress added subsection (g) to 38 U.S.C. § 7253 to provide
that a process comparable to that prescribed by 28 U.S.C.
§ 372(c) for consideration of complaints of judicial conduct
would apply to the Court’s judges (Pub. L. No. 102–82. § 3, 105
Stat. 375 (1991)); in 1991, the Congress added subsection (c) to
38 U.S.C. § 7264 to make applicable to the Court’s judges 28
U.S.C. § 455 relating to the disqualification of judges (Pub. L.
No. 102–82, § 4, 105 Stat. 375, 376 (1991)); also in 1991, the
Congress added subsection (i) to 38 U.S.C. § 7281 to give the
Court specific authority to accept and utilize voluntary services
(Pub. L. No. 102–82, § 7, 105 Stat. 375, 377 (1991)).

The court’s special standalone nature is also reflected in the pro-
visions of section 7281(a) through (g) of title 38, United States
Code, which permit it to develop its own personnel and job classi-
fication system for its judicial and nonjudicial personnel.

Committee Bill
Section 605 of the Committee bill, derived from S. 1063 and as

requested by the court, would provide a generic authority for it to
use court-related management, administrative, and fund-expendi-
ture authorities that are appropriate for its efficient operation. This
would preclude the need for gap-filling provisions. For example,
there are two recently enacted authorities that the court is lacking,
but that seem to be generally available to the rest of the Federal
Government, to reduce the risk of personal liability for official ac-
tions (5 U.S.C. subchapter IV note found preceding 5 U.S.C. § 5941;
28 U.S.C. § 613; 31 U.S.C. § 3529). Under the proposed new section,
the court would have these types of authorities available to it.
However, the court would not have available any provision of law
that is inconsistent with any provision of chapter 72 of title 38.
Moreover, the court would have to exercise the new authority in ac-
cordance with all limitations with respect to the underlying au-
thorities themselves, subject, as with all authorities, to the avail-
ability of appropriations provided for its operation.

Cost: CBO did not estimate a cost to be associated with section
605.
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CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, August 23, 2001.
Hon. JOHN D. ROCKEFELLER IV,
Chairman, Committee on Veterans’ Affairs,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for S. 1088, the Veterans’ Benefits
Improvement Act of 2001.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Sunita D’Monte.

Sincerely,
DAN L. CRIPPEN, Director.

Enclosure.

S. 1088—Veterans’ Benefits Improvement Act of 2001 (As ordered
reported by the Senate Committee on Veterans’ Affairs on Au-
gust 2, 2001)

SUMMARY

S. 1088 would affect several veterans’ programs, including edu-
cation, compensation, pensions, burial benefits, and housing. CBO
estimates that enacting this legislation would raise direct spending
by $180 million in 2002, $2.6 billion over the 2002–2006 period,
and almost $5.6 billion over the 2002–2011 period. Because the bill
would affect direct spending, pay-as-you-go procedures would
apply.

In addition, CBO estimates that implementing S. 1088 would in-
crease spending subject to appropriation by $1 million in 2002 and
$6 million over the 2002–2006 period, assuming appropriation of
the necessary amounts.

S. 1088 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA)
and would impose no costs on state, local, or tribal governments.

ESTIMATED COST TO THE FEDERAL GOVERNMENT

The estimated budgetary impact of S. 1088 is shown in Table 1.
This estimate assumes the legislation will be enacted near the
start of fiscal year 2002. The costs of this legislation fall within
budget functions 550 (health) and 700 (veterans benefits and serv-
ices).

Table 1.—Estimated Budgetary Impact of S. 1088
[By Fiscal Year, in Millions Dollars]

2002 2003 2004 2005 2006

CHANGES IN DIRECT SPENDING

Estimated Budget Authority .................................................................................... 180 407 631 656 723
Estimated Outlays ................................................................................................... 180 407 631 656 723

CHANGES IN SPENDING SUBJECT TO APPROPRIATION

Estimated Authorization Level ................................................................................ 1 1 2 1 1
Estimated Outlays ................................................................................................... 1 1 2 1 1
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BASIS OF ESTIMATE

Direct Spending
The legislation would affect direct spending in veterans’ pro-

grams for education, compensation, pensions, burial benefits, and
housing. Table 2 summarizes those effects, and individual provi-
sions that would affect direct spending are described below.

Veterans’ Readjustment Benefits. Several sections of the bill
would affect veterans’ education and rehabilitation benefits. In
total, these provisions would increase direct spending by $161 mil-
lion in 2002, by $2.3 billion over the 2002–2006 period, and by $6.3
billion over the 2002–2011 period (see Table 3).

Basic Benefit. Under current law, participants in the Mont-
gomery GI Bill (MGIB) program who serve at least three years on
active duty are entitled to receive $650 a month if they are full-
time students. That stipend is available for a total of 36 months.
For part-time students, the monthly benefit is reduced proportion-
ately, but can be spread over a larger number of months up to the
equivalent of 36 months of full-time training. Similarly, individuals
who serve two years on active duty are entitled to a monthly sti-
pend of $528 for 36 months. In all cases, the benefits increase by
an annual cost-of-living allowance (COLA) and expire 10 years
after the end of military service.

Table 2.—Estimated Direct Spending Under S. 1088
[By Fiscal Year, Outlays in Millions of Dollars]

2001 2002 2003 2004 2005 2006

VETERANS’ READJUSTMENT BENEFITS

Spending Under Current Law ....................................................... 1,693 1,880 2,000 2,107 2,238 2,341
Proposed Changes ........................................................................ 0 161 341 574 594 659
Spending Under S. 1088 .............................................................. 1,693 2,041 2,341 2,681 2,832 3,000

COMPENSATION, PENSIONS, AND BURIAL BENEFITS a

Spending Under Current Law ....................................................... 21,173 24,501 25,562 26,698 29,736 28,357
Proposed Changes ........................................................................ 0 13 60 51 55 56
Spending Under S. 1088 .............................................................. 1,173 4,514 5,622 6,749 9,791 28,413

HOUSING

Spending Under Current Law ....................................................... ¥991 262 275 283 288 294
Proposed Changes ........................................................................ 0 6 6 6 7 8
Spending Under S. 1088 .............................................................. ¥991 268 281 289 295 302

a One provision affecting veterans benefits would also increase spending under the federal Medicaid program, but those costs would not
begin to occur until 2009.

Section 101 would increase the monthly stipend of participating
veterans who served at least three years on active duty to $700 in
2002, $800 in 2003, and $950 in 2004. Participating veterans with
at least two years of active duty would be eligible for a maximum
monthly benefit of $560 in 2002, $650 in 2003, and $772 in 2004.
The COLAs scheduled for the 2002–2004 period would not occur.
Thus, the monthly benefit would increase by 5 percent in 2002, 17
percent in 2003, and 35 percent in 2004.

Table 3.—Estimated Changes in Education Benefits Under S. 1088
[By Fiscal Year, Outlays in Millions of Dollars]

2*1Description of provision 2002 2003 2004 2005 2006

Basic Benefit ........................................................................................................... 53 205 472 518 568
Accelerated Payments ............................................................................................. 98 107 61 19 18
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Table 3.—Estimated Changes in Education Benefits Under S. 1088—Continued
[By Fiscal Year, Outlays in Millions of Dollars]

2*1Description of provision 2002 2003 2004 2005 2006

Training for Technological Occupations ................................................................. 4 18 27 39 51
Independent Living Services ................................................................................... 6 10 12 15 19
Enrollment of Vietnam-Era Veterans ...................................................................... a 1 2 3 3
Total Changes in Education Benefits ..................................................................... 161 341 574 594 659

a Less than $500,000.

Based on current and past usage rates provided by the Depart-
ment of Veterans Affairs (VA), CBO estimates that this substantial
increase in the MGIB benefit would increase not only the number
of veterans who use the program, but also the number of veterans
who will choose to attend school on a full-time rather than part-
time basis. In 2000, 266,000 veterans received an average annual
MGIB benefit of $3,200. Under current law, CBO predicts that in
2011, 335,000 veterans will receive an average annual benefit that
will have grown by annual cost-of-living increases to $4,615.

Under section 101, CBO estimates that the number of veterans
training under MGIB would rise only slightly in the first couple
years, but the number of participants would eventually grow to
about 360,000 in 2011, an 8 percent increase over the current-law
(or baseline) estimate. CBO estimates that, over the next 10 years,
the average annual benefit paid by VA would increase by about 3
percent because more veterans would choose to attend school full
time, and by 35 percent because of the benefit increase. CBO esti-
mates the average annual benefit in 2011 would be about $6,400.

MGIB benefits are also available to active-duty members of the
armed forces who have completed two years of service. When these
servicemembers use MGIB benefits, they receive an amount no
greater than the cost of tuition. In many cases, therefore,
servicemembers do not receive the full MGIB benefit, and would
not be affected by an increase in the benefit levels. Over the last
few years, the number of active-duty servicemembers using MGIB
has been gradually declining, down to about 14,000 in 2000. Under
current law, CBO expects the number to continue to decline to
about 11,800 by 2011. CBO estimates that this provision would
partially stem the decline, so that by 2011 there would be about
12,000 servicemember trainees, an increase of 2 percent above the
baseline estimate. In 2000, these servicemember trainees received
an average annual benefit of $2,200. Under section 101, we esti-
mate the average benefit these trainees would receive would in-
crease to $3,500 in 2011, almost 35 percent above the current pro-
jection.

CBO estimates the total cost of section 101 would be $53 million
in 2002, about $1.8 billion over the 2002–2006 period, and $5.3 bil-
lion over the 2002–2011 period.

Accelerated Payments. Section 102 would permit veterans to re-
ceive a lump-sum payment for benefits they would normally receive
monthly over a term of their training—for example, a semester in
college or, for other forms of training, the period of a course’s in-
struction. CBO estimates that this provision would increase direct
spending by about $100 million in 2002, $300 million over the
2002–2006 period, and $365 million over the 2002–2011 period. In-
creased costs would occur initially as payments from one fiscal year
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are made instead in the preceding year. The effect would be much
smaller in later years when benefit rates would increase mostly
from COLAs, because payments shifted to the preceding year would
be largely offset by payments shifted from the following year. CBO
estimates that about 30 percent of MGIB beneficiaries would elect
to receive an accelerated payment in 2002 and that a total of 60
percent would make that election in 2004 and subsequent years.

Training for Technological Occupations. Section 105 would ex-
pand education allowed under MGIB to include training required
for certification in technological occupations. Section 103 would
allow payment of 60 percent of the tuition and fees for such train-
ing, when the total cost of the training was more than double the
amount that could otherwise be paid under MGIB. The payment
would be made in a lump sum and the trainee’s remaining months
of MGIB entitlement would be reduced accordingly. Based on infor-
mation from a number of technical training schools about the num-
ber of individuals in the general population who undergo training
for technological occupations, CBO estimates that about 25,000 vet-
erans a year would eventually participate in such training. Assum-
ing that half of these veterans would have used MGIB benefits
even in the absence of this provision, CBO estimates the cost of
section 103 would be $4 million in 2002, about $140 million over
the 2002–2006 period, and $440 million in the 2002–2011 period.

Independent Living Services. Section 501 would repeal the an-
nual limit on the number of veterans in programs of independent
living services and assistance. Although the current annual limit
on veterans in these programs is 500, VA reports that 1,987 vet-
erans were enrolled in independent living programs last year, at an
average cost of $4,000. VA expects sharp growth in the eligible pop-
ulation, due to the aging of the Vietnam-era veteran population
and new rules regarding presumptive disabilities. Absent this pro-
vision, CBO assumes that VA will reduce their caseload to come
into compliance with the current limitation by 2003. Under section
501, we estimate the caseload for these programs would be about
2,400 in 2002 and would grow to about 8,700 in 2011. CBO esti-
mates the average cost would be about $4,250 in 2002 and would
grow to over $5,300 in 2011. Based on these projections, CBO ex-
pects the cost of section 501 would be $6 million in 2002, about $60
million over the 2002–2006 period, and $230 million over the 2002–
2011 period.

Enrollment of Vietnam-Era Veterans. Section 104 would grant
MGIB eligibility to certain Vietnam-era veterans who were not on
active duty during the 1985 conversion to MGIB, but later rejoined
the armed forces. Based on information from the Department of
Defense, CBO estimates that almost 9,000 servicemembers and vet-
erans would qualify. Because this is an older population and many
of these veterans have been out of the service for some time, we
assume that only 25 percent would become trainees and that they
would, on average, train at one-quarter time over a period of four
years. Assuming individuals would initiate training over a period
of years, as they leave the military or hear about their new eligi-
bility, CBO estimates the cost will be less that $500,000 in 2002,
$9 million over the 2002–2006 period, and $18 million over the
2002–2011 period.
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Compensation, Pensions, and Burial Benefits. Several sections of
the bill would affect spending for veterans’ disability compensation,
pensions, and burial benefits (see Table 4). In total, the bill would
increase spending for these programs by $13 million in 2002 and
$235 million over the 2002–2006 period. Over the 2002–2011 pe-
riod, the bill would reduce net direct spending by $78 million be-
cause of the extension of provisions affecting pensions and Med-
icaid.

Compensation Related to Undiagnosed Illnesses. Section 202
would expand the definition of undiagnosed illness for the purpose
of granting service-connected disability compensation to more Per-
sian Gulf War veterans. It also would extend until the end of 2011
the time during which a veteran must exhibit and document signs
of an undiagnosed illness. Under current law, veterans who served
in the Persian Gulf anytime between August 2, 1990, and the
present can be presumed to have a compensable disability if they
exhibit symptoms that cannot be attributed to any diagnosable ill-
ness before December 31, 2001. This section would expand eligi-
bility to those Gulf War veterans who are diagnosed with any
chronic multisymptom illness that cannot be clearly defined and is
characterized by two or more of certain signs or symptoms, which
include joint pain, headaches, sleep disorders, and respiratory prob-
lems. For the purpose of this estimate, CBO assumes that diseases
for which veterans could receive service-connected disability in-
clude chronic fatigue syndrome (CFS), fibromyalgia, irritable bowel
syndrome, multiple chemical sensitivity (MCS), and autoimmune
disorder since these diseases are regularly identified in articles and
reports regarding ‘‘Persian Gulf War Syndrome.’’

CBO obtained data from the VA on the number of Gulf War vet-
erans who have been diagnosed with ill-defined illnesses like CFS
and fibromyalgia and have had their claims for compensation de-
nied. VA was unable to provide similar data for MCS or chronic
multisymptom illness because it does not have diagnostic codes for
these illnesses. CBO used data from a comprehensive study of Gulf
War veterans’ health to estimate the incidence of MCS within that
population. Because chronic multisymptom illness often exhibits
similar symptoms as CFS or fibromyalgia, CBO assumed that most
veterans with this illness are likely to have already been diagnosed
as having these other diseases. From the data provided by VA,
CBO could not estimate the prevalence of autoimmune disorders
that might be attributed to service in the Gulf War. VA does not
have a single diagnostic code for this illness but, instead, classifies
over a dozen widely varying diseases as autoimmune disorders.

Table 4.—Estimated Changes in Compensation, Pensions, and Burial Benefits Under S. 1088
[By Fiscal Year, in Millions of Dollars]

Description of Provision 2002 2003 2004 2005 2006

Compensation Related to Undiagnosed Illnesses .................................................. 0 46 38 41 43
Extension of Provisions Affecting Pensions and Medicaid a .................................. 0 0 0 0 0
Burial Allowance ..................................................................................................... 5 5 5 5 5
Incompetent Institutionalized Veterans .................................................................. 4 4 4 5 5
Excluded Income for Pension Purposes .................................................................. 3 3 3 4 4
Grave Markers ......................................................................................................... 3 4 3 2 1
Limited Compensation for Incarcerated Veterans .................................................. ¥2 ¥2 ¥2 ¥2 ¥2
Other Provisions ...................................................................................................... b b b b b
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Table 4.—Estimated Changes in Compensation, Pensions, and Burial Benefits Under S. 1088—
Continued

[By Fiscal Year, in Millions of Dollars]

Description of Provision 2002 2003 2004 2005 2006

Total Changes in Compensation, Pensions, and Burial Benefits .......................... 13 60 51 55 56
a The extensions of provisions affecting veterans’ pensions and Medicaid would have no budgetary impact until 2009.
b Less than $500,000.

Assuming that some of the diagnoses are overlapping and that
some previously denied cases would likely be resubmitted, CBO es-
timates that enacting this bill would result in about 3,000 addi-
tional veterans being granted compensation for a service-connected
disability in the first year. CBO estimates that extending this
deadline for another 10 years would allow an additional 3,700
claims to be granted over that time. This number is based on re-
cent historical data on the rate of undiagnosed illness claims that
have been granted by VA.

Because this section of the bill would take effect on April 1, 2002,
and since VA takes an average of six months to adjudicate re-
opened claims, CBO expects that no payments would be made in
2002. Based on payment data from VA for approved claims for
CFS, fibromyalgia, and similar illnesses, CBO estimates the aver-
age annual benefit for such illnesses would be about $8,000 in
2003. As a result, CBO estimates that enacting section 202 would
increase direct spending by $46 million in 2003, $168 million from
2003 through 2006, and $400 million over the 2003–2011 period.
(Under current law, we estimate that disability compensation pay-
ments to veterans will total $254 billion over the 10-year period.)

Extension of Provisions Affecting Pensions and Medicaid. Section
209 would extend through 2011 the sunset dates on provisions af-
fecting pensions and Medicaid. One of these provisions would re-
duce direct spending for veterans’ pensions and increase spending
for Medicaid, resulting in a net spending reduction of $631 million
over the 2009–2011 period. The other provision would lower direct
spending by $5 million over the same time period.

Veterans in Medicaid nursing homes. Subsection 209(b)
would extend from September 30, 2008, to September 30, 2011,
the expiration date on a provision of law that sets a $90 per
month limit on pensions for any veteran without a spouse or
child, or for any survivor of a veteran, who is receiving Med-
icaid coverage in a Medicaid-approved nursing home. There are
currently about 19,000 veterans and 27,000 survivors who are
affected by this provision of law. The average savings is
$14,000 per veteran and $9,000 per survivor. Based on these
numbers, CBO estimates there would be gross savings for VA
of $1.6 billion over the 2009–2011 period. Higher Medicaid
payments to nursing homes would offset some of the savings
credited to VA. CBO estimates that those costs would total
$969 million over the 2009–2011 period, resulting in a net sav-
ings of $631 million over the same period.

Income verification. Current law authorizes VA to acquire in-
formation on income reported to the Internal Revenue Service
(IRS) to verify income reported by recipients of VA pension
benefits. This authorization will expire on September 30, 2008.
Subsection 209(a) would extend the expiration date to Sep-
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tember 30, 2011. CBO’s estimate is based on VA’s recent expe-
rience, which has shown that about $9 million in new savings
is achieved annually through this income match. However, the
provision of law that allows the IRS to provide the information
to VA will expire on September 30, 2003. Because the act does
not extend both provisions, savings would be limited to the
continuing effects of the current program. Thus, CBO projects
a $5 million savings over the 2009–2011 period.

Burial Allowance. Section 401 would increase the allowance to
help cover burial and funeral expenses for veterans whose deaths
are attributed to a service-connected disability. This benefit would
increase from the current rate of $1,500 to $2,000. Based on infor-
mation from the VA, CBO estimates that this provision would
apply to about 9,700 burials per year and would cost $5 million in
2002, $25 million over the 2002–2006 period, and $49 million over
the 2002–2011 period.

Incompetent Institutionalized Veterans. Section 208 would elimi-
nate the requirement that VA withhold benefit payments from cer-
tain incompetent veterans who are institutionalized at the govern-
ment’s expense and whose estates are valued above $10,180. These
veterans cannot have their benefits reinstated until the value of
their estates falls to no more than $5,090. Data from VA indicates
that about 1,900 veterans covered by this provision have estates
valued over $10,180 and would thus begin receiving benefits under
this provision. In 1999, the average length of time for which vet-
erans lost their benefit payments was 45 days. Data from VA indi-
cates these veterans have neither a spouse nor a child and receive
an average monthly benefit of $1,604. CBO estimates that the an-
nual added costs for veterans’ entitlements would be about $4 mil-
lion in 2002, $22 million over the 2002–2006 period, and $47 mil-
lion over the 2002–2011 period.

Excluded Income for Pension Purposes. Section 203 would ex-
clude life insurance proceeds and other nonrecurring income from
determination of eligibility for a survivors’ pension. Under current
law, VA considers various forms of income to determine if a sur-
viving spouse of a wartime veteran is eligible to collect a pension,
including any life insurance funds. Based on information provided
by VA, CBO estimates that an additional 700 survivors would be
eligible for a pension in 2002. By 2011, that number would grow
to about 2,000 survivors. In addition, survivors who are currently
counseled by veterans service organizations to delay applying for a
pension to avoid having insurance proceeds considered would be
able to collect benefits sooner following the veteran’s death. This
would result in an additional half a month’s benefit. CBO estimates
there will be about 14,000 survivors who collect this extra benefit
in 2002, with the number growing to about 40,000 in 2011. With
an average annual benefit of $3,600 in 2001, CBO estimates that
enacting this provision would cost $3 million in 2002, $17 million
over the 2002–2006 period, and $62 million over the 2002–2011 pe-
riod.

Grave Markers. Section 402 would allow VA to provide a bronze
marker to be placed on the grave or other appropriate location in
a cemetery to commemorate a veteran’s military service. Under
current law, veterans buried in a private cemetery may only re-
ceive a commemorative headstone or marker from VA if the
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gravesite is not marked. Veterans buried in national or state vet-
erans’ cemeteries automatically receive a commemorative head-
stone or marker. This bill would allow families of deceased vet-
erans who have already provided their own headstone or marker
to request a second marker from VA. For those veterans who died
before enactment of this bill but after November 1, 1990, (the date
when the law was changed to prohibit a second marker), the fami-
lies have four years from enactment in which to request the mark-
er. Based on information provided by VA about the number of vet-
erans who have already died, projections about future deaths, and
the number of headstones and markers already provided, CBO esti-
mates that about 365,000 requests for bronze markers would be
made over the next 10 years. The estimate reflects information
from a VA study that showed only 27 percent of private cemeteries
allow second markers and an assumption that only half of those el-
igible will participate in this program. With an average cost of
about $50 for each marker, CBO estimates that enacting this provi-
sion would result in an increase in spending for burial benefits of
$3 million in 2002, $13 million over the 2002–2006 period, and $20
million over the 2002–2011 period.

Limited Compensation for Incarcerated Veterans. Section 207
would reduce compensation payments to veterans who were incar-
cerated on October 7, 1980, for a felony committed before that date
and remain incarcerated for conviction of that felony. Current law
allows for reduced payments to veterans who were convicted and
incarcerated after October 7, 1980. Incarcerated veterans who have
a service-connected disability rating of 20 percent or more are paid
at the 10 percent rate. Incarcerated veterans who are rated at 10
percent receive payments of half that amount. VA has identified
230 veterans who were incarcerated prior to enactment of the legis-
lation that provided for these reductions and who meet the criteria
stipulated in section 207. Based on information provided by VA on
the average annual payment to incarcerated veterans, CBO esti-
mates that this provision would result in an annual savings of
about $2 million.

Other Provisions. CBO estimates that the following provisions
would have little or no net effect on direct spending: Claims Han-
dling. Section 204 would modify legislation enacted last year that
directed VA to assist veterans in establishing their claims for bene-
fits. This section would allow VA to close claims after a year if the
veterans has not cooperated in providing needed information.

Income Reporting for Pensions. Section 205 would change the
requirement that veterans and survivors receiving pensions re-
port changes to their income from once a month to once a year.
This provision would simplify the administrative process for
VA but would have no real savings effects.

Eliminate Benefits for Fugitives. Section 206 would add VA
benefits to the list of federal benefits for which fugitive felons
are prohibited from receiving. Based on information provided
by VA, CBO estimates that any savings that result from this
provision would be negligible. Housing. Title III of the bill
would affect direct spending on veterans housing programs; in
total these provisions would increase direct spending by $6
million in 2002 and by $34 million over the 2002–2006 period
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(see Table 5). Over the 2002–2011 period, however, the bill
would reduce direct spending by $698 million.

Table 5.—Estimated Changes in Housing Under S. 1088
[By Fiscal Year, Outlays in Millions of Dollars]

Description of Provision 2002 2003 2004 2005 2006

Extension of Provisions Affecting Housing a ........................................................... 0 0 0 0 0
Increase in Loan Guarantee Amount ...................................................................... 6 6 6 7 8
Housing for Members of the Selected Reserves a .................................................. 0 0 0 0 0
Housing for Native American Veterans ................................................................... b b b b b

Total Changes in Housing ...................................................................................... 6 6 6 7 8
a These provisions would have budgetary effects for 2009 through 2011.
b Less than $500,000.

Extension of Provisions Affecting Housing. Section 303 would ex-
tend through 2011 three provisions that affect housing programs
for veterans, thus reducing direct spending by $778 million over
the 2009–2011 period.

Loan fees. Subsection 303(c) would reduce the VA loan sub-
sidy by charging veterans a fee surcharge of 0.75 percent of the
loan amount at the time the loan is made. CBO estimates this
provision would affect 170,000 new loans a year and raise col-
lections by an average of $182 million a year. Under current
law, veterans can reuse their home loan guarantee benefit if
their previous debt has been paid in full. Subsection 303(c)
would require VA to collect a fee of 3 percent of the total loan
amount from veterans who reuse their benefit. CBO estimates
this provision would affect roughly 22,800 new loans a year
and raise collections by an average of $59 million a year for
2009 through 2011.

Resale losses. Subsection 303(d) would extend a provision of
law that requires VA to consider losses it might incur when
selling a property acquired through foreclosure. Under current
law, VA follows a formula defined in statute to decide whether
to acquire the property or pay off the loan guarantee instead.
The formula requires appraisals that might be valid at the
time they are made, but does not account for changes in mar-
ket conditions that might occur while VA prepares to dispose
of the property. The bill would require VA to take account of
losses from changes in housing prices that the appraisal does
not capture. Losses of this type might be prevalent when hous-
ing prices are particularly volatile or if appraisals are biased
for other reasons. Based on information from VA, CBO esti-
mates this provision would save $10 million a year over the
2009 through 2011 period.

Loan sales. Subsection 303(b) would extend VA’s authority to
guarantee the real estate mortgage conduits that are used to
sell certain direct loans on the secondary mortgage market.
Without this authority, VA could market direct loans under
other provisions of current law, but by guaranteeing the certifi-
cates issued on a pool of loans, VA obtains a better price for
the loans sold. CBO estimates this provision would save VA $8
million a year for 2009 through 2011.

Increase in Loan Guarantee Amount. Section 301 would increase
the maximum loan guarantee amount on VA home loans from
$50,750 to $63,175, thereby raising the maximum loan amount
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from $203,000 to $252,700. (For large loan amounts, VA can guar-
antee no more than 25 percent of the loan amount.) CBO estimates
this provision would increase direct spending by $6 million in 2002,
$33 million over the 2002–2006 period, and $87 million over the
2002–2011 period.

Based on information from VA, CBO estimates that the bill
would result in 8,000 new loans a year over the 2002–2011 period.
In addition, roughly 3,000 loans each year would now be made with
higher loan amounts—these would not be new borrowers, but vet-
erans who would no longer need a downpayment (or as large a
downpayment) to qualify for the VA loan guarantee. By boosting
participation in the VA home loan program, the bill would increase
direct spending in three different ways. First, added subsidy costs
for 11,000 guaranteed loans a year (8,000 new loans and 3,000
loans with larger loan amounts) would average $6.5 million a year
over the 2002–2011 period. Second, some of those 11,000 loans will
become delinquent and go to foreclosure. When a guaranteed loan
goes into foreclosure, VA often acquires the property and issues a
new direct loan (called a vendee loan) when the property is sold.
CBO estimates that the subsidy cost of these vendee loans would
be less than $500,000 each year until 2011. Finally, VA sells most
vendee loans on the secondary mortgage market and guarantees
their timely repayment. Based on information from VA, CBO esti-
mates the subsidy cost of such guarantees would be less than
$500,000 each year until 2005, but would eventually reach $4 mil-
lion a year by 2011.

Housing for Members of the Selected Reserves. Section 303 would
extend home loan benefits for reservists and raise fees charged for
this benefit through 2011. Under current law, the benefit expires
in 2007, and the fees expire in 2008. CBO estimates that enacting
this provision would result in VA guaranteeing an additional 7,000
loans a year over the 2008–2011 period, with an average loan
amount of $140,000. Because loan fees would more than offset the
subsidy cost of additional loan guarantees, CBO estimates that the
provision would lower net spending by $2 million annually over the
2008–2011 period.

Housing for Native American Veterans. Section 302 would extend
the Native American Veteran Housing Loan Pilot Program through
December 31, 2005. Under the program, VA makes direct loans to
veterans living on trust lands for the purchase, construction, or im-
provement of a home. In 1993, Public Law 102–389 provided appro-
priations of $4.5 million for the subsidy cost of these loans. Since
the program’s inception, VA has made about 200 loans at a subsidy
cost of $2 million. CBO estimates that under the bill, VA would
subsidize about 30 loans a year at an annual cost of about
$250,000. Because the bill would affect outlays from funds already
appropriated and would not depend on future appropriation action,
these additional outlays are considered direct spending for
scorekeeping purposes. In addition, CBO estimates that VA’s ad-
ministrative expenses, a discretionary cost, would be roughly
$500,000 each year.
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Spending Subject to Appropriation
Table 6 shows the estimated effects of S. 1088 on discretionary

spending for veterans’ programs, assuming that appropriations are
provided in the amount of the estimated authorizations.

Extension of National Academy of Sciences Reports. Section
201(b) would extend for another 10 years the biennial report on
Agent Orange and veterans that is produced by the National Acad-
emy of Sciences. This comprehensive literature review and analysis
of current laboratory studies categorizes specific diseases as to
whether they could be caused by herbicide exposure. VA uses this
information to establish an automatic presumption of service con-
nection, thereby making all Vietnam veterans with these diseases
eligible for compensation benefits. Based on information about the
current costs for producing this report, CBO estimates that imple-
menting this section would cost $4 million over the 2002–2011 pe-
riod, assuming appropriation of the necessary amounts.

Housing for Native American Veterans. Section 302 would extend
the Native American Veteran Housing Loan Pilot Program through
December 31, 2005. As discussed above, this provision would in-
crease VA’s administrative expenses by roughly $500,000 each
year.

Court of Appeals for Veterans Claims. Section 601 would allow
two extra judges to be appointed to the Court of Appeals for Vet-
erans Claims to compensate for the upcoming retirements of most
of the sitting judges. In 2004 and 2005, five of the seven judges on
the Court will retire. To ensure that the Court would have enough
judges to fill a three-person panel, this section would authorize the
appointment of two judges to the Court before September 30, 2004.
CBO assumes that one judge will be nominated in 2002 and an-
other in 2003. Since the last appointment of a judge to the Court
took 18 months, CBO assumes that 2004 would be the only year
in which an extra judge would be on the Court. CBO estimates this
would result in an increase in discretionary spending of $1 million
for 2004, assuming the availability of appropriated funds. This esti-
mate includes salaries and benefits for the judge, a secretary, and
three clerks, plus some modifications to the current offices to create
additional office space.

Table 6.—Estimated Spending Subject to Appropriation for S. 1088
[By Fiscal Year, in Millions of Dollars]

2001 2002 2003 2004 2005 2006

Spending Under Current Law

Estimated Authorization Level a ............................................................... 1,093 1,143 1,182 1,223 1,264 1,305
Estimated Outlays .................................................................................... 1,079 1,138 1,178 1,219 1,260 1,301

Proposed Changes

Estimated Authorization Level .................................................................. 0 1 1 2 1 1
Estimated Outlays .................................................................................... 0 1 1 2 1 1

Spending Under S. 1088

Estimated Authorization Level a ............................................................... 1,093 1,144 1,183 1,225 1,265 1,306
Estimated Outlays .................................................................................... 1,079 1,139 1,179 1,221 1,261 1,302

a The 2001 level is the amount appropriated for that year for General Operating Expenses, the Court of Appeals for Veterans Claims, and
administrative expenses for the Native American Veteran Housing Loan Pilot Program. Both the current program and the proposed changes for
the Native American Veteran Hosing Loan Pilot program are more than $500,000 but less than $1 million.

The other provisions relating to the Court of Appeals for Vet-
erans Claims would have no net impact on discretionary spending.

VerDate 11-MAY-2000 21:53 Oct 15, 2001 Jkt 099010 PO 00000 Frm 00039 Fmt 6659 Sfmt 6602 E:\HR\OC\SR086.XXX pfrm07 PsN: SR086



40

PAY-AS-YOU-GO CONSIDERATIONS

The Balanced Budget and Emergency Deficit Control Act sets up
pay-as-you-go procedures for legislation affecting direct spending or
receipts. The net changes in outlays that are subject to pay-as-you-
go procedures are shown in the following table. For the purposes
of enforcing pay-as-you-go procedures, only the effects in the cur-
rent year, the budget year, and the succeeding four years are
counted.

Table 7.—Estimated Impact of S. 1088 on Direct Spending and Receipts
[By Fiscal Year, in Millions of Dollars]

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Changes in outlays .............................. 0 180 407 631 656 723 783 829 425 470 464
Changes in receipts *

* Not applicable.

INTERGOVERNMENTAL AND PRIVATE-SECTOR IMPACT

S. 1088 contains no intergovernmental or private-sector man-
dates as defined in UMRA and would impose no costs on state,
local, or tribal governments.

PREVIOUS CBO ESTIMATES

On July 20, 2001, CBO prepared a cost estimate for H.R. 2540,
the Veterans Benefits Act of 2001, as ordered reported by the
House Committee on Veterans’ Affairs on July 19, 2001. Section
202 of S. 1088 is similar to section 202 of H.R. 2540, though the
Senate version extends for another 10 years the time in which a
Gulf War veteran can make a claim for undiagnosed illnesses. As
a result, the Senate version has a higher estimated cost over the
2003–2011 period.

On July 5, 2001, CBO prepared a cost estimate for H.R. 1929,
the Native American Veterans Home Loan Act of 2001, as intro-
duced in the House on May 21, 2001. Section 302 of S. 1088 is
similar to H.R. 1929, and its costs are identical through 2008; other
provisions of S. 1088 would lower costs over the 2009–2011 period.

On June 22, 2001, CBO prepared a cost estimate for H.R. 442,
a bill to amend title 38, United States Code, to increase the max-
imum amount of a home loan guarantee available to a veteran, as
introduced in the House on February 6, 2001. Section 301 of S.
1088 is similar to H.R. 442, and its costs are identical through
2008; other provisions of S. 1088 would lower costs over the 2009–
2011 period.

On June 15, 2001, CBO prepared a cost estimate for H.R. 1291,
the 21st Century Montgomery GI Bill Enhancement Act, as intro-
duced in the House on March 29, 2001. Section 101 of S. 1088 is
similar to H.R. 1291, but H.R. 1291 would provide a larger increase
in the MGIB benefit, and thus has a higher cost over the 2002–
2011 period.

Estimate prepared by: Federal Costs: (Readjustment Benefits)
Sarah Jennings; (Housing) Sunita D’Monte. Compensation, Pen-
sions, and Other Programs: Michelle Patterson. Impact on State,
Local, and Tribal Governments: Elyse Goldman. Impact on the Pri-
vate Sector: Allison Percy.
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Estimate approved by: Peter H. Fontaine, Deputy Assistant Di-
rector for Budget Analysis, Congressional Budget Office.

REGULATORY IMPACT STATEMENT

In compliance with paragraph 11(b) of rule XXVI of the Standing
Rules of the Senate, the Committee on Veterans’ Affairs has made
an evaluation of the regulatory impact that would be incurred in
carrying out the Committee bill. The Committee finds that the
Committee bill would not entail any regulation of individuals or
businesses or result in any impact on the personal privacy of any
individuals and that the paperwork resulting from enactment
would be minimal.

TABULATION OF VOTES CAST IN COMMITTEE

In compliance with paragraph 7 of rule XXVI of the Standing
Rules of the Senate, the following is a tabulation of votes cast in
person or by proxy by members of the Committee on Veterans’ Af-
fairs at its August 2, 2001, meeting. On that date, the Committee,
by unanimous voice vote, ordered S. 1088, with the original pur-
pose to facilitate the use of educational assistance under the Mont-
gomery GI Bill for education leading to employment in high tech-
nology industry, and for other purposes, reported favorably to the
Senate.

AGENCY REPORT

On June 29, 2001, the Honorable Leo S. Mackay, Jr., Ph.D., Dep-
uty Secretary for Veterans Affairs, appeared before the Committee
and submitted testimony on, among other things, certain provisions
of S. 1088, as amended. His statement is reprinted below:

STATEMENT OF THE HONORABLE LEO S. MACKAY, JR., PHD,
DEPUTY SECRETARY OF VETERANS AFFAIRS

Good Morning, Mr. Chairman and Members of the Committee. I
am pleased to appear before you today to provide the Department’s
views on a number of pieces of legislation currently before the
Committee. With me this morning are the Under Secretary for
Benefits, Mr. Joseph Thompson, his Assistant Deputy Under Sec-
retary for Program and Management, Mr. Robert Epley, and our
Deputy General Counsel, Mr. John Thompson.

In the short time that I have available to me I would like to pro-
vide highlights of the Administration’s views on these bills and
would ask that my entire written statement be submitted for the
record.

We commend the Committee for holding this hearing and I thank
you and your staffs for the cooperation shown the Department to
include a number of provisions that will clarify existing law and
help improve the benefits that we provide to our veterans and their
dependents.

The Committee has before it, S. 1090, the ‘‘Veterans’ Compensa-
tion Cost-of-Living Adjustment Act of 2001.’’ This bill would au-
thorize a cost-of-living adjustment in VA compensation and depend-
ency and indemnity compensation rates. The Administration
strongly supports this legislation and urges its speedy adoption.
This proposed increase is necessary and appropriate to protect the
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benefits of affected veterans and dependents from the eroding ef-
fects of inflation.

The Committee is also considering two pieces of legislation that
primarily impact the Court of Appeals for Veterans Claims. VA de-
fers to the Court with regard to S. 1063, which deals with adminis-
trative matters affecting the Court. S. 1089 would expand tempo-
rarily the Court so as to facilitate staggered terms for judges on
that Court. VA defers to the Court with respect to the merits of
this change. S. 1089 would also eliminate the requirement that ap-
peals to the Board of Veterans’ Appeals must have been initiated
before November 18, 1988, in order for there to be judicial review
of the Board’s decisions. VA is assessing the impact of the provision
and will notify the Committee of our views once that assessment
is complete.

S. 1091 would modify current law regarding presumption of serv-
ice-connection for Vietnam veterans. VA is currently studying the
scientific merits of removing the 30-year respiratory cancer pre-
sumption and we defer taking a position pending the outcome of
that review. We support the extension of the National Academy of
Sciences for providing biennial reports to the Secretary on herbi-
cide exposure.

S. 1088 would permit accelerated Montgomery GI Bill payments
for veterans training in high-tech courses. VA supports the concept
of acceleration of benefits for high cost/short-term courses but we
do not believe this should be limited to veterans in high-tech
courses.

S. 1093, the ‘‘Veterans’ Benefits Programs Modification Act of
2001,’’ contains a number of provisions that VA is pleased to sup-
port. It would restrict compensation payments to prisoners and fu-
gitives. It would make needed clarifying changes to the Veterans
Claims Assistance Amendments of 2000. It would remove the cur-
rent 500-veteran cap on the number of vocational rehabilitation
participants in a program of independent living. S. 1093 would also
raise the maximum home loan guaranty from $50,750 to $63,175.
Finally, it would make needed changes to the law regarding VA’s
need-based pension program.

S. 131 would index monthly Montgomery GI Bill rates to the av-
erage monthly cost of tuition and fees for commuter students at 4-
year colleges with annual adjustments. Mr. Chairman, VA ac-
knowledges that the monthly benefits need to be increased. We pre-
fer, however, the stepped increases found in H.R. 1291, which re-
cently was passed by the House of Representatives.

S. 228 would make permanent the Native American Home Loan
Program. This program is slated to expire at the end of this year.
We support an extension of the program through FY 2005.

S. 781 would extend through FY 2015 the authority to guaranty
home loans for members of the Selected Reserve. VA supports this
bill. Extending the benefit recognizes the role the Reserves play in
our National Defense and would provide assurance to those enter-
ing reserve service today that this benefit will be there for them
when they need it.

S. 912 would increase various burial and plot allowances. How-
ever, this bill would increase expenditures for this program by
more than three-fold and consequently we cannot support the bill
in its proposed form. We can, however, support an increase from
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$1,500 to $2,000 for the burial allowance for service-connected
deaths.

S. 937 would amend the Montgomery GI Bill to permit
servicemembers to transfer their entitlement to their dependents,
permit a limited form of accelerated benefits, make benefits avail-
able for technological occupations, and permit separated reservists
to use Montgomery GI Bill benefits. Since the Department of De-
fense would pay for the transfer of benefits and for reservists, we
would defer to DoD on those two issues. As I stated earlier, we sup-
port the concept of accelerated benefits and it should not be limited
to just the payment for semester.

Mr. Chairman, there are three bills before the Committee today
that VA is unable to support.

S. 409 would statutorily extend until December 31, 2011, the pre-
sumptive period for undiagnosed illnesses suffered by Gulf War
veterans. VA currently has the authority to extend this period ad-
ministratively and that is the preferred method. This bill would
also redefine ‘‘undiagnosed illnesses’’ to include poorly defined ill-
nesses such as fibromyalgia, and chronic fatigue syndrome, among
others. VA has adequate authority under existing law to establish
presumptions for these conditions should scientific and medical evi-
dence support such action.

S. 457 would establish a presumption of service-connection for
hepatitis C for seven different categories of veterans. VA opposes
this because the presumption would be overly broad and nec-
essarily result in compensating many veterans whose hepatitis is
due to illegal intravenous drug use.

S. 662. would authorize VA to provide headstones or markers for
previously marked graves of veterans. VA opposes this proposal.
We believe that the purpose of providing a headstone or a marker
is to ensure that no veteran’s grave goes unmarked. And we are
particularly concerned with the concept of placing a marker at an
‘‘area appropriate for the purpose of commemorating’’ an indi-
vidual. This bill represents a departure from the longstanding pol-
icy of providing headstones and markers for ‘‘graves’’ of veterans.

Mr. Chairman, this completes my opening statement. We will be
happy to answer any questions the Committee may have.

CHANGES IN EXISTING LAW MADE BY THE COMMITTEE BILL, AS
REPORTED

In compliance with rule XXVI paragraph 12 of the Standing
Rules of the Senate, the following provides a print of the statute
or the part or section thereof to be amended or replaced (existing
law proposed to be omitted is enclosed in black brackets, new mat-
ter is printed in italic, existing law in which no change is proposed
is shown in roman):

TITLE 38, UNITED STATES CODE
* * * * * * *

CHAPTER 11—COMPENSATION FOR SERVICE–
CONNECTED DISABILITY OR DEATH

* * * * * * *
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SUBCHAPTER II—WARTIME DISABILITY COMPENSATION

* * * * * * *

CHAPTER 11—COMPENSATION FOR SERVICE–
CONNECTED DISABILITY OR DEATH

SUBCHAPTER I—GENERAL

Sec.

1101. * * *

* * * * * * *

SUBCHAPTER II—WARTIME DISABILITY COMPENSATION

* * * * * * *
ø1116. Presumptions of service connection for diseases associated with exposure to

certain herbicide agents¿

1116. Presumptions of service connection for diseases associated with exposure to cer-
tain herbicide agents; presumption of exposure.

* * * * * * *

§ 1114. Rates of wartime disability compensation
For the purposes of section 1110 of this title—

* * * * * * *
(r) Subject to section ø5503(e)¿ 5503(c) of this title, if any

veteran, otherwise entitled to compensation authorized under
subsection (o) of this section, at the maximum rate authorized
under subsection (p) of this section, or at the intermediate rate
authorized between the rates authorized under subsections (n)
and (o) of this section and at the rate authorized under sub-
section (k) of this section, is in need of regular aid and attend-
ance, then, in addition to such compensation—

* * * * * * *

ø§ 1116. Presumptions of service connection for diseases as-
sociated with exposure to certain herbicide
agents¿

§ 1116. Presumptions of service connection for diseases asso-
ciated with exposure to certain herbicide agents;
presumption of exposure

(a)(1) * * *

* * * * * * *
ø(4)¿ (3) For purposes of this section, the term ‘‘herbicide agent’’

means a chemical in an herbicide used in support of the United
States and allied military operations in the Republic of Vietnam
during the period beginning on January 9, 1962, and ending on
May 7, 1975.

* * * * * * *
(e) Subsections (b) through (d) shall cease to be effective ø10

years¿ 20 years after the first day of the fiscal year in which the
National Academy of Sciences transmits to the Secretary the first
report under section 3 of the Agent Orange Act of 1991.
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ø(a)(3)¿ (f) øFor the purposes of this subsection, a veteran¿ For
purposes of establishing service connection for a disability or death
resulting from exposure to a herbicide agent, including a presump-
tion of service-connection under this section, a veterans who, during
active military, naval, or air service, served in the Republic of Viet-
nam during the period beginning on January 9, 1962, and ending
on May 7, 1975, øand has a disease referred to in paragraph (1)(B)
of this subsection¿ shall be presumed to have been exposed during
such service to an herbicide agent containing dioxin or 2,4-
dichlorophenoxyacetic acid, and may be presumed to have been ex-
posed during such service to any other chemical compound in an
herbicide agent, unless there is affirmative evidence to establish
that the veteran was not exposed to any such agent during that
service.

§ 1117. Compensation for disabilities occurring in Persian
Gulf War veterans

(a) The Secretary may pay compensation under this subchapter
to any Persian Gulf veteran suffering from a chronic disability re-
sulting from an undiagnosed illness (or combination of undiagnosed
illnesses) or any poorly defined chronic multisymptom illness of un-
known etiology, regardless of diagnosis, characterized by two or
more of the signs or symptoms listed in subsection (f) that—

* * * * * * *
(2) became manifest to a degree of 10 percent or more øwith-

in the presumptive period prescribed under subsection (b)¿ be-
fore December 31, 2011, or such later date as the Secretary may
prescribe by regulation.

ø(b) The Secretary shall prescribe by regulation the period of
time following service in the Southwest Asia theater of operations
during the Persian Gulf War that the Secretary determines is ap-
propriate for presumption of service connection for purposes of this
section. The Secretary’s determination of such period of time shall
be made following a review of any available credible medical or sci-
entific evidence and the historical treatment afforded disabilities
for which manifestation periods have been established and shall
take into account other pertinent circumstances regarding the ex-
periences of veterans of the Persian Gulf War.¿

ø(c)¿(b)(1) Whenever the Secretary determines under section
1118(c) of this title that a presumption of service connection for an
undiagnosed illness (or combination of undiagnosed illnesses) pre-
viously established under this section is no longer warranted—

* * * * * * *
ø(d)¿(c)(1) The Secretary shall prescribe regulations to carry out

this section.

* * * * * * *
ø(e)¿ (d) A disability for which compensation under this sub-

chapter is payable shall be considered to be service connected for
purposes of all other laws of the United States.

ø(f)¿ (e) For purposes of this section, the term ‘‘Persian Gulf vet-
eran’’ means a veteran who served on active duty in the Armed
Forces in the Southwest Asia theater of operations during the Per-
sian Gulf War.
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(f) For purposes of this section, signs or symptoms that may be
a manifestation of an undiagnosed illness include the following:

(1) Fatigue.
(2) Unexplained rashes or other dermatological signs or

symptoms.
(3) Headache.
(4) Muscle pain.
(5) Joint pain.
(6) Neurologic signs or symptoms.
(7) Neuropsychological signs or symptoms.
(8) Signs or symptoms involving the respiratory system (upper

or lower).
(9) Sleep disturbances.
(10) Gastrointestinal signs or symptoms.
(11) Cardiovascular signs or symptoms.
(12) Abnormal weight loss.
(13) Menstrual disorders.

§ 1118. Presumptions of service connection for illnesses as-
sociated with service in the Persian Gulf during
the Persian Gulf War

(a)(1) * * *

* * * * * * *
(4) For purposes of this section, signs or symptoms that may be

a manifestation of an undiagnosed illness include the signs and
symptoms listed in section 1117(f) of this title.

* * * * * * *

§ 1503. Determinations with respect to annual income
(a) In determining annual income under this chapter, all pay-

ments of any kind or from any source (including salary, retirement
or annuity payments, or similar income, which has been waived, ir-
respective of whether the waiver was made pursuant to statute,
contract, or otherwise) shall be included except—

(1) * * *
(9) in the case of a veteran or surviving spouse pursuing a

course of education or vocational rehabilitation or training,
amounts equal to amounts paid by such veteran or surviving
spouse for such course of education or vocational rehabilitation
or training, including (A) amounts paid for tuition, fees, books,
and materials, and (B) in the case of such a veteran or sur-
viving spouse in need of regular aid and attendance, unreim-
bursed amounts paid for unusual transportation expenses in
connection with the pursuit of such course of education or voca-
tional rehabilitation or training, to the extent that such
amounts exceed the reasonable expenses which would have
been incurred by a nondisabled person using an appropriate
means of transportation (public transportation, if reasonably
available); øand¿

(10) in the case of a child, any current-work income received
during the year, to the extent that the total amount of such in-
come does not exceed an amount equal to the sum of—

(A) * * *
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(B) if the child is pursuing a course of postsecondary
education or vocational rehabilitation or training, the
amount paid by such child for such course of education or
vocational rehabilitation or training, including the amount
paid for tuition, fees, books, and materialsø.¿;

(11) proceeds (in an amount equal to or less than the amount
prescribed by the Secretary for purposes of this paragraph, sub-
ject to subsection (c)) of any life insurance policy of a veteran;
and

(12) (12) any other non-recurring income (in an amount equal
to or less than the amount prescribed by the Secretary for pur-
poses of this paragraph, subject to subsection (c)) from any
source.

* * * * * * *
(c) In prescribing amounts for purposes of paragraph (11) or (12)

of subsection (a), the Secretary shall take into consideration the
amount of income from insurance proceeds or other non-recurring
income, as the case may be, that is reasonable for individuals eligi-
ble for pension to consume for their maintenance.

* * * * * * *

§ 2306. Headstones, markers, and burial receptacles
* * * * * * *

(c) A headstone or marker furnished under subsection (a) or (b)
øof this section¿ may be of any material, including but not limited
to marble, granite, bronze, or slate, requested by the person enti-
tled to request such headstone or marker if the material requested
is determined by the Secretary (1) to be cost effective, and (2) in
a case in which the headstone or marker is to be placed in a na-
tional cemetery, to be aesthetically compatible with the area of the
cemetery in which it is to be placed.

* * * * * * *
(f) In the case of the grave of an individual described in sub-

section (a) that has been marked by a privately-furnished headstone
or marker, the Secretary may furnish, when requested, a bronze
marker to commemorate the individual’s military service. The
bronze marker may be placed at the gravesite or at another location
designated by the cemetery concerned as a location for the com-
memoration of the individual’s military service.

§ 2307. Death from service-connected disability
In any case in which a veteran dies as the result of a service-

connected disability or disabilities, the Secretary, upon the request
of the survivors of such veteran, shall pay the burial and funeral
expenses incurred in connection with the death of the veteran in
an amount not exceeding the greater of (1) ø$1,500¿ $2,000, or (2)
the amount authorized to be paid under section 8134(a) of title 5
in the case of a Federal employee whose death occurs as the result
of an injury sustained in the performance of duty. Funeral and bur-
ial benefits provided under this section shall be in lieu of any bene-
fits authorized under sections 2302 and 2303(a)(1) and (b) of this
title.

* * * * * * *
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CHAPTER 30—ALL–VOLUNTEER FORCE EDUCATIONAL
ASSISTANCE PROGRAM

SUBCHAPTER I—PURPOSES; DEFINITIONS

Sec.

3001. * * *

3014A. Accelerated payment of basic educational assistance for education leading to
employment in high technology industry.

* * * * * * *

§ 3011. Basic educational assistance entitlement for service
on active duty

(a) Except as provided in subsection (c) of this section, each
individual—

(1) who—
(A) after June 30, 1985, first becomes a member of the

Armed Forces or first enters on active duty as a member
of the Armed Forces and—

(i) * * *
(ii) who serves in the Armed Forces and is dis-

charged or released from active duty (I) for a service-
connected disability, for a medical condition which
preexisted such service on active duty and which the
Secretary determines is not service connected, for
hardship, or for a physical or mental condition that
was not characterized as a disability and did not re-
sult from the individual’s own willful misconduct but
did interfere with the individual’s performance of
duty, as determined by the Secretary of each military
department in accordance with regulations prescribed
by the Secretary of Defense or by the Secretary of
Transportation with respect to the Coast Guard when
it is not operating as a service in the Navy; (II) for the
convenience of the Government, if, in the case of an
individual with an obligated period of service of two
years, the individual completes not less than 20
months of continuous active duty under that period of
obligated service, or, in the case of an individual with
an obligated period of service of at least three years,
the individual completes not less than 30 months of
continuous active duty under that period of obligated
service; or (III) involuntarily for the convenience of the
Government as a result of a reduction in force, as de-
termined by the Secretary of the military department
concerned in accordance with regulations prescribed
by the Secretary of Defense or by the Secretary of
Transportation with respect to the Coast Guard when
it is not operating as a service in the Navy; øor¿

(B) as of December 31, 1989, is eligible for educational
assistance benefits under chapter 34 of this title and was
on active duty at any time during the period beginning on
October 19, 1984, and ending on July 1, 1985, continued
on active duty without a break in service and—

(i) * * *
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(ii) after June 30, 1985, is discharged or released
from active duty (I) for a service-connected disability,
for a medical condition which preexisted such service
on active duty and which the Secretary determines is
not service connected, for hardship, or for a physical or
mental condition that was not characterized as a dis-
ability, as described in subparagraph (A)(ii)(I) of this
paragraph; (II) for the convenience of the Government,
if the individual completed not less than 30 months of
continuous active duty after that date, or (III) involun-
tarily for the convenience of the Government as a re-
sult of a reduction in force, as determined by the Sec-
retary of the military department concerned in accord-
ance with regulations prescribed by the Secretary of
Defense or by the Secretary of Transportation with re-
spect to the Coast Guard when it is not operating as
a service in the Navy; or

(C) as of December 31, 1989, is eligible for educational
assistance benefits under chapter 34 of this title and—

(i) was not on active duty on October 19, 1984;
(ii) reenlists or reenters on a period of active duty

after the date specified in clause (i); and
(iii) after July 1, 1985, either—

(I) serves at least three years of continuous active
duty in the Armed Forces; or

(II) is discharged or released from active duty
(aa) for a service-connected disability, for a med-
ical condition which preexisted such service on ac-
tive duty and which the Secretary determines is
not service connected, for hardship, or for a phys-
ical or mental condition that was not characterized
as a disability, as described in subparagraph
(A)(ii)(I) of this paragraph, (bb) for the convenience
of the Government, if the individual completed not
less than 30 months of continuous active duty after
that date, or (cc) involuntarily for the convenience
of the Government as a result of a reduction in
force, as determined by the Secretary of the mili-
tary department concerned in accordance with reg-
ulations prescribed by the Secretary of Defense or
by the Secretary of Transportation with respect to
the Coast Guard when it is not operating as a
service in the Navy;

* * * * * * *

§ 3012. Basic educational assistance entitlement for service
in the Selected Reserve

(a) Except as provided in subsection (d) of this section, each
individual—

(1) who—
(A) after June 30, 1985, first becomes a member of the

Armed Forces or first enters on active duty as a member
of the Armed Forces and—

(i) * * *
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(ii) subject to subsection (b) of this section and be-
ginning within one year after completion of the service
on active duty described in subclause (i) of this clause,
serves at least four years of continuous duty in the Se-
lected Reserve during which the individual partici-
pates satisfactorily in training as required by the Sec-
retary concerned; øor¿

(B) as of December 31, 1989, is eligible for educational
assistance under chapter 34 of this title and was on active
duty at any time during the period beginning on October
19, 1984, and ending on July 1, 1985, continued on active
duty without a break in service and—

(i) * * *
(ii) after June 30, 1985, subject to subsection (b) of

this section and beginning within one year after com-
pletion of such two years of service, serves at least
four continuous years in the Selected Reserve during
which the individual participates satisfactorily in
training as prescribed by the Secretary concerned; or

(C) as of December 31, 1989, is eligible for educational
assistance under chapter 34 of this title and—

(i) was not on active duty on October 19, 1984;
(ii) reenlists or reenters on a period of active duty

after the date specified in clause (i); and
(iii) after July 1, 1985—

(I) serves at least two years of continuous active
duty in the Armed Forces, subject to subsection (b)
of this section, characterized by the Secretary con-
cerned as honorable service; and

(II) subject to subsection (b) of this section and
beginning within one year after completion of such
two years of service, serves at least four continuous
years in the Selected Reserve during which the in-
dividual participates satisfactorily in training as
prescribed by the Secretary concerned;

* * * * * * *

§ 3014. Payment of basic educational assistance

* * * * * * *
(c)(1)(A) Notwithstanding any other provision of this chapter and

subject to subparagraph (B), an individual entitled to basic edu-
cational assistance under this subchapter may elect to receive an ac-
celerated payment of the basic educational assistance allowance.

(B) The Secretary may not make an accelerated payment under
this subsection for a course to an individual who has received an
advance payment under section 3014A or 3680(d) of this title for the
same enrollment period.

(2)(A) Pursuant to an election under paragraph (1), the Secretary
shall make an accelerated payment to an individual for a course in
a lump-sum amount equal to the lesser of—

(i) the amount of the educational assistance allowance for the
month, or fraction thereof, in which the course begins plus the
educational assistance allowance for each of the succeeding four
months; or
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(ii)(I) in the case of a course offered on a quarter, semester,
or term basis, the amount of aggregate monthly educational as-
sistance allowance otherwise payable under this subchapter for
the course for the entire quarter, semester, or term; or

(II) in the case of a course that is not offered on a quarter,
semester, or term basis, the amount of aggregate monthly edu-
cational assistance allowance otherwise payable under this sub-
chapter for the entire course.

(B) In the case of an adjustment under section 3015(h) of this title
in the monthly rate of basic educational assistance that occurs dur-
ing a period for which an accelerated payment is made under this
subsection, the Secretary shall pay—

(i) on an accelerated basis the amount of the allowance other-
wise payable under this subchapter for the period without re-
gard to the adjustment under that section; and

(ii) on the date of the adjustment any additional amount of
the allowance that is payable for the period as a result of the
adjustment.

(3) For each accelerated payment made to an individual under
this subsection, the individual’s entitlement under this subchapter
shall be charged at the same rate at which the entitlement would
be charged if the individual had received a monthly educational as-
sistance allowance for the period of educational pursuit covered by
the accelerated payment.

(4) The Secretary shall prescribe regulations to carry out this sub-
section. The regulations shall include the requirements, conditions,
and methods for the request, issuance, delivery, certification of re-
ceipt and use, and recovery of overpayment of an accelerated pay-
ment under this subsection.

* * * * * * *

§ 3014A. Accelerated payment of basic educational assistance
for education leading to employment in high tech-
nology industry

(a) An individual described in subsection (b) who is entitled to
basic educational assistance under this subchapter may elect to re-
ceive an accelerated payment of the basic educational assistance al-
lowance otherwise payable to the individual under section 3015 of
this title.

(b) An individual described in this subsection is an individual
who is—

(1) enrolled in an approved program of education that leads
to employment in a high technology industry (as determined
pursuant to regulations prescribed by the Secretary); and

(2) charged tuition and fees for the program of education
that, when divided by the number of months (and fractions
thereof) in the enrollment period, exceeds the amount equal to
200 percent of the monthly rate of basic educational assistance
allowance otherwise payable to the individual under section
3015 of this title.

(c)(1) The amount of the accelerated payment of basic educational
assistance made to an individual making an election under sub-
section (a) for a program of education shall be the lesser of—

(A) the amount equal to 60 percent of the established charges
for the program of education; or
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(B) the aggregate amount of basic educational assistance to
which the individual remains entitled under this chapter at the
time of the payment.

(2) In this subsection, the term ‘‘established charges’’, in the case
of a program of education, means the actual charges (as determined
pursuant to regulations prescribed by the Secretary) for tuition and
fees which similarly circumstanced nonveterans enrolled in the pro-
gram of education would be required to pay. Established charges
shall be determined on the following basis:

(A) In the case of an individual enrolled in a program of edu-
cation offered on a term, quarter, or semester basis, the tuition
and fees charged the individual for the term, quarter, or semes-
ter.

(B) In the case of an individual enrolled in a program of edu-
cation not offered on a term, quarter, or semester basis, the tui-
tion and fees charged the individual for the entire program of
education.

(3) The educational institution providing the program of edu-
cation for which an accelerated payment of basic educational assist-
ance allowance is elected by an individual under subsection (a)
shall certify to the Secretary the amount of the established charges
for the program of education.

(d) An accelerated payment of basic educational assistance made
to an individual under this section for a program of education shall
be made not later than the last day of the month immediately fol-
lowing the month in which the Secretary receives a certification
from the educational institution regarding—

(1) the individual’s enrollment in and pursuit of the program
of education; and

(2) the amount of the established charges for the program of
education.

(e)(1) Except as provided in paragraph (2), for each accelerated
payment of basic educational assistance made to an individual
under this section, the individual’s entitlement to basic educational
assistance under this chapter shall be charged the number of
months (and any fraction thereof) determined by dividing the
amount of the accelerated payment by the full-time monthly rate of
basic educational assistance allowance otherwise payable to the in-
dividual under section 3015 of this title as of the beginning date of
the enrollment period for the program of education for which the ac-
celerated payment is made.

(2) If the monthly rate of basic educational assistance allowance
otherwise payable to an individual under section 3015 of this title
increases during the enrollment period of a program of education
for which an accelerated payment of basic educational assistance is
made under this section, the charge to the individual’s entitlement
to basic educational assistance under this chapter shall be deter-
mined by prorating the entitlement chargeable, in the matter pro-
vided for under paragraph (1), for the periods covered by the initial
rate and increased rate, respectively, in accordance with regulations
prescribed by the Secretary.

(f) The Secretary may not make an accelerated payment under
this section for a program of education to an individual who has
received an advance payment under section 3014(c) or 3680(d) of
this title for the same enrollment period.
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(g) The Secretary shall prescribe regulations to carry out this sec-
tion. The regulations shall include requirements, conditions, and
methods for the request, issuance, delivery, certification of receipt
and use, and recovery of overpayment of an accelerated payment
under this section.’’.

§ 3015. Amount of basic educational assistance
(a) * * *

(1) at the monthly rate of ø$650 (as increased from time to
time under subsection (h))¿ $700, for months beginning after
September 30, 2001, but before September 30, 2002, $800 for
months beginning after September 30, 2002, but before Sep-
tember 30, 2003, and $950 for months beginning after Sep-
tember 30, 2003, but before September 30, 2004, and as in-
creased from time to time under subsection (h) after September
30, 2004, for an approved program of education pursued on a
full-time basis; or

* * * * * * *
(b) In the case of an individual entitled to an educational assist-

ance allowance under section 3011 or 3018 of this title whose obli-
gated period of active duty on which such entitlement is based is
two years, a basic educational assistance allowance under this
chapter shall (except as provided in the succeeding subsections of
this section) be paid—

(1) at the monthly rate of ø$528 (as increased from time to
time under subsection (h))¿ $569, for months beginning after
September 30, 2001, but before September 30, 2002, $650 for
months beginning after September 30, 2002, but before Sep-
tember 30, 2003, and $772 for months beginning after Sep-
tember 30, 2003, but before September 30, 2004, and as in-
creased from time to time under subsection (h) after September
30, 2004, for an approved program of education pursued on a
full-time basis; or

* * * * * * *

§ 3031. Time limitation for use of eligibility and entitlement
(a) Except as provided in subsections (b) through (g), and subject

to subsection (h), of this section, the period during which an indi-
vidual entitled to educational assistance under this chapter may
use such individual’s entitlement expires at the end of the 10-year
period beginning on the date of such individual’s last discharge or
release from active duty, except that such 10-year period shall
begin—

(1) in the case of an individual who becomes entitled to such
assistance under clause (A) or (B) of section 3012(a)(1) of this
title, on the later of the date of such individual’s last discharge
or release from active duty or the date on which the four-year
requirement described in clause (A)(ii) or (B)(ii), respectively, of
such section 3012(a)(1) is met; øand¿

(2) in the case of an individual who becomes entitled to such
assistance under section 3011(a)(1)(B), on the later of the date
of such individual’s last discharge or release from active duty
or January 1, 1990ø.¿;and
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(3) in the case of an individual who becomes entitled to such
assistance under section 3011(a)(1)(C) or 3012(a)(1)(C) of this
title, on the date of the enactment of this paragraph.

* * * * * * *
(e)(1) Except as provided in paragraph (2) of this subsection, in

the case of an individual described in øsection 3011(a)(1)(B) or
3012(a)(1)(B)¿ section 3011(a)(1)(B), 3011(a)(1)(C), 3012(a)(1)(B), or
3012(a)(1)(C) of this title who is entitled to basic educational assist-
ance under this chapter, the 10-year period prescribed in sub-
section (a) of this section shall be reduced by an amount of time
equal to the amount of time that such individual was not serving
on active duty during the period beginning on January 1, 1977, and
ending on June 30, 1985.

* * * * * * *

§ 3120. Program of independent living services and assist-
ance

* * * * * * *
(e) øPrograms of independent living services and assistance shall

be initiated for no more than five hundred veterans in each fiscal
year, and the first priority in the provision of such programs¿ First
priority in the provision of programs of independent living services
and assistance under this section shall be afforded to veterans for
whom the reasonable feasibility of achieving a vocational goal is
precluded solely as a result of a service-connected disability.

* * * * * * *

§ 3452. Definitions
For the purposes of this chapter and chapter 36 of this title—

* * * * * * *
(c) The term ‘‘educational institution’’ means any public or pri-

vate elementary school, secondary school, vocational school, cor-
respondence school, business school, junior college, teachers’ col-
lege, college, normal school, professional school, university, or sci-
entific or technical institution, or other institution furnishing edu-
cation for adults. For the period ending on September 30, 1996,
such term includes any entity that provides training required for
completion of any State-approved alternative teacher certification
program (as determined by the Secretary). Such term also includes
any private entity (that meets such requirements as the Secretary
may establish) that offers, either directly or under an agreement
with another entity (that meets such requirements), a course or
courses to fulfill requirements for the attainment of a license or cer-
tificate generally recognized as necessary to obtain, maintain, or ad-
vance in employment in a profession or vocation in a high tech-
nology occupation (as determined by the Secretary).

* * * * * * *

§ 3501. Definitions
(a) For the purposes of this chapter and chapter 36 of this title—

* * * * * * *
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(6) The term ‘‘educational institution’’ means any public or
private secondary school, vocational school, correspondence
school, business school, junior college, teachers’ college, college,
normal school, professional school, university, or scientific or
technical institution, or any other institution if it furnishes
education at the secondary school level or above. Such term
also includes any private entity (that meets such requirements
as the Secretary may establish) that offers, either directly or
under an agreement with another entity (that meets such re-
quirements), a course or courses to fulfill requirements for the
attainment of a license or certificate generally recognized as
necessary to obtain, maintain, or advance in employment in a
profession or vocation in a high technology occupation (as deter-
mined by the Secretary).

* * * * * * *

§ 3680. Payment of educational assistance or subsistence al-
lowances

* * * * * * *

Determination of Enrollment, Pursuit, and Attendance

ø(g) The Secretary may, pursuant to regulations which the Sec-
retary shall prescribe, determine and define enrollment in, pursuit
of, and attendance at, any program of education or training or
course by an eligible veteran or eligible person for any period for
which the veteran or person receives an educational assistance or
subsistence allowance under this chapter for pursuing such pro-
gram or course. Subject to such reports and proof as the Secretary
may require to show an eligible veteran’s or eligible person’s enroll-
ment in and satisfactory pursuit of such person’s program, the Sec-
retary may withhold payment of benefits to such eligible veteran
or eligible person until the required proof is received and the
amount of the payment is approximately adjusted. The Secretary
may accept such veteran’s or person’s monthly certification of en-
rollment in and satisfactory pursuit of such veteran’s or person’s
program as sufficient proof of the certified matters.¿

(g)(1) The Secretary may, pursuant to regulations which the Sec-
retary shall prescribe, determine and define with respect to an eligi-
ble veteran and eligible person the following:

(A) Enrollment in a course or a program of education or
training.

(B) Pursuit of a course or program of education or training.
(C) Attendance at a course or program of education and

training.
(2) The Secretary may withhold payment of benefits to an eligible

veteran or eligible person until the Secretary receives such proof as
the Secretary may require of enrollment in and satisfactory pursuit
of a program of education by the eligible veteran or eligible person.
The Secretary shall adjust the payment withheld, when necessary,
on the basis of the proof the Secretary receives.

(3) In the case of an individual other than an individual de-
scribed in paragraph (4), the Secretary may accept the individual’s
monthly certification of enrollment in and satisfactory pursuit of a
program of education as sufficient proof of the certified matters.
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(4) In the case of an individual who has received an accelerated
payment of basic educational assistance under section 3014A of this
title during an enrollment period for a program of education, the
Secretary may accept the individual’s certification of enrollment in
and satisfactory pursuit of the program of education as sufficient
proof of the certified matters if the certification is submitted after
the enrollment period has ended.

* * * * * * *

§ 3702. Basic entitlement
(a)(1) * * *

* * * * * * *
(2) The veterans referred to in the first sentence of paragraph (1)

of this subsection are the following:
(E) For the period beginning on October 28, 1992, and ending

on øSeptember 30, 2007¿ September 30, 2011, each veteran de-
scribed in section 3701(b)(5) of this title.

* * * * * * *

§ 3703. Basic provisions relating to loan guaranty and insur-
ance

(a)(1)(A) Any loan to a veteran eligible for benefits under this
chapter, if made for any of the purposes specified in section 3710
of this title and in compliance with the provisions of this chapter,
is automatically guaranteed by the United States in an amount not
to exceed the lesser of—

(i)(I) in the case of any loan of not more than $45,000, 50
percent of the loan;

* * * * * * *
(IV) in the case of any loan of more than $144,000 for a pur-

pose specified in clause (1), (2), (3), (6), or (8) of section 3710(a)
of this title, the lesser of ø$50,750¿ $63,175 or 25 percent of
the loan; or

* * * * * * *
(B) The maximum amount of guaranty entitlement available to

a veteran for purposes specified in section 3710 of this title shall
be $36,000, or in the case of a loan described in subparagraph
(A)(i)(IV) of this paragraph, ø$50,750¿ $63,175, reduced by the
amount of entitlement previously used by the veteran under this
chapter and not restored as a result of the exclusion in section
3702(b) of this title.

* * * * * * *

§ 3720. Powers of Secretary

* * * * * * *
(h)(1) * * *
(2) The Secretary may not under this subsection guarantee the

payment of principal and interest on certificates or other securities
issued or approved after øDecember 31, 2008¿ December 31, 2011.

* * * * * * *
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§ 3729. Loan fee

* * * * * * *
(b) DETERMINATION OF FEE.—(1) * * *
(2) * * *

LOAN FEE TABLE

Type of loan Active duty
veteran Reservist Other obligor

(A)(i) Initial loan described in section 3710(a) to pur-
chase or construct a dwelling with 0-down, or any
other initial loan described in section 3710(a) other
than with 5-down or 10-down (closed before øOcto-
ber 1, 2008¿ October 1, 2011) .................................... 2.00 2.75 NA

(A)(ii) Initial loan described in section 3710(a) to pur-
chase or construct a dwelling with 0-down, or any
other initial loan described in section 3710(a) other
than with 5-down or 10-down (closed on or after
øOctober 1, 2008¿ October 1, 2011) ........................... 1.25 2.00 NA

(B)(i) Subsequent loan described in section 3710(a) to
purchase or construct a dwelling with 0-down, or
any other subsequent loan described in section
3710(a) (closed before øOctober 1, 2008¿ October 1,
2011) ............................................................................ 3.00 3.00 NA

(B)(ii) Subsequent loan described in section 3710(a)
to purchase or construct a dwelling with 0-down, or
any other subsequent loan described in section
3710(a) (closed on or after øOctober 1, 2008¿ Octo-
ber 1, 2011) .................................................................. 1.25 2.00 NA

(C)(i) Loan described in section 3710(a) to purchase
or construct a dwelling with 5-down (closed before
øOctober 1, 2008¿ October 1, 2011) ........................... 1.50 2.25 NA

(C)(ii) Loan described in section 3710(a) to purchase
or construct a dwelling with 5-down (closed on or
after øOctober 1, 2008¿ October 1, 2011) .................. 0.75 1.50 NA

(D)(i) Initial loan described in section 3710(a) to pur-
chase or construct a dwelling with 10-down (closed
before øOctober 1, 2008¿ October 1, 2011) ............... 1.25 2.00 NA

(D)(ii) Initial loan described in section 3710(a) to pur-
chase or construct a dwelling with 10-down (closed
on or after øOctober 1, 2008¿ October 1, 2011) ........ 0.50 1.25 NA

* * * * * * *

§ 3732. Procedure on default

* * * * * * *
(c)(1) * * *

* * * * * * *
(11) This subsection shall apply to loans closed before øOctober

1, 2008¿ October 1, 2011.

* * * * * * *

§ 3761. Pilot program

* * * * * * *
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(c) No loans may be made under this subchapter after øDecember
31, 2001¿ December 31, 2005.

* * * * * * *

§ 3762. Direct housing loans to Native American veterans

* * * * * * *
(j) Not later than February 1 of each year through ø2002¿ 2006,

the Secretary shall transmit to the Committees on Veterans’ Af-
fairs of the Senate and House of Representatives a report relating
to the implementation of the pilot program under this subchapter
during the fiscal year preceding the date of the report. Each such
report shall include the following:

* * * * * * *

§ 5102. Application forms furnished upon request; notice to
claimants of incomplete applications

* * * * * * *
(c) TIME LIMITATION.—(1) If information that a claimant and the

claimant’s representative, if any, are notified under subsection (b) is
necessary to complete an application is not received by the Secretary
within one year from the date of such notification, no benefit may
be paid or furnished by reason of the claimant’s application.

(2) This subsection shall not apply to any application or claim for
Government life insurance benefits.

§ 5103. Notice to claimants of required information and evi-
dence

ø(a) REQUIRED INFORMATION AND EVIDENCE.—¿Upon receipt of a
complete or substantially complete application, the Secretary shall
notify the claimant and the claimant’s representative, if any, of any
information, and any medical or lay evidence, not previously pro-
vided to the Secretary that is necessary to substantiate the claim.
As part of that notice, the Secretary shall indicate which portion
of that information and evidence, if any, is to be provided by the
claimant and which portion, if any, the Secretary, in accordance
with section 5103A of this title and any other applicable provisions
of law, will attempt to obtain on behalf of the claimant.

ø(b) TIME LIMITATION.—(1) In the case of information or evidence
that the claimant is notified under subsection (a) is to be provided
by the claimant, if such information or evidence is not received by
the Secretary within 1 year from the date of such notification, no
benefit may be paid or furnished by reason of the claimant’s appli-
cation.

ø(2) This subsection shall not apply to any application or claim
for Government life insurance benefits.¿

* * * * * * *

CHAPTER 51—CLAIMS, EFFECTIVE DATES, AND
PAYMENTS

SUBCHAPTER I—CLAIMS

Sec.
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5100. Definition of ‘‘claimant’’.

SUBCHAPTER II—EFFECTIVE DATES

* * * * * * *
5313B. Prohibition on providing certain benefits with respect to veterans who are fu-

gitive felons.

* * * * * * *

§ 5112. Effective dates of reductions and discontinuances
* * * * * * *

(b) The effective date of a reduction or discontinuance of com-
pensation, dependency and indemnity compensation, or pension—

* * * * * * *
(4) by reason of—

ø(A) change in income shall (except as provided in sec-
tion 5312 of this title) be the last day of the month in
which the change occurred; and¿

(A) change in recurring income will be the last day of the
calendar year in which the change occurred (with the pen-
sion rate for the following calendar year based on all an-
ticipated countable income);

* * * * * * *
ƒ(c) The effective date of a discontinuance under section

5503(b)(1)(A) of this title of pension, compensation, or emergency of-
ficers’ retirement pay by reason of hospital treatment or institutional
or domiciliary care shall be the last day of the first month of such
treatment or care during which the value of the veteran’s estate, as
determined under such section, equals or exceeds $1,500.≈

* * * * * * *

§ 5313B. Prohibition on providing certain benefits with re-
spect to veterans who are fugitive felons

(a) A veteran described in subsection (b), or dependent of the vet-
eran, who is otherwise eligible for a benefit described in subsection
(c) may not be paid or otherwise provided such benefit during any
period in which the veteran is a fugitive as described in subsection
(b).

(b)(1) A veteran described in this subsection is a veteran who is
a fugitive by reason of—

(A) fleeing to avoid prosecution, or custody or confinement
after conviction, for an offense, or an attempt to commit an of-
fense, which is a felony under the laws of the place from which
the veteran flees; or

(B) violating a condition of probation or parole imposed
under Federal or State law.

(2) For purposes of this subsection, the term ‘‘felony’’ includes a
high misdemeanor under the laws of a State which characterizes as
high misdemeanors offenses that would be felony offenses under
Federal law.

(c) A benefit described in this subsection is any benefit under the
following:

(1) Chapter 11 of this title.
(2) Chapter 13 of this title.
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(3) Chapter 15 of this title.
(4) Chapter 17 of this title.
(5) Chapter 19 of this title.
(6) Chapters 30, 31, 32, 34, and 35 of this title.
(7) Chapter 37 of this title.

(d)(1) The Secretary shall furnish to any Federal, State, or local
law enforcement official, upon the written request of such official,
the most current address maintained by the Secretary of a veteran
who is eligible for a benefit described in subsection (c) if such
official—

(A) provides the Secretary such information as the Secretary
may require to fully identify the veteran;

(B) identifies the veteran as being a fugitive described in sub-
section (b); and

(C) certifies to the Secretary that the location and apprehen-
sion of the veteran is within the official duties of such official.

(2) The Secretary shall enter into memoranda of understanding
with Federal law enforcement agencies, and may enter into agree-
ments with State and local law enforcement agencies, for purposes
of furnishing information to such agencies under paragraph (1).

* * * * * * *

§ 5317. Use of income information from other agencies: no-
tice and verification

* * * * * * *
(g) The authority of the Secretary to obtain information from the

Secretary of the Treasury or the Secretary of Health and Human
Services under section 6103(l)(7)(D)(viii) of the Internal Revenue
Code of 1986 expires on øSeptember 30, 2008¿ September 30, 2011.

* * * * * * *

§ 5503. Hospitalized veterans and estates of incompetent in-
stitutionalized veterans

* * * * * * *
ø(b)(1)(A) In any case in which a veteran having neither spouse

nor child is being furnished hospital treatment or institutional or
domiciliary care without charge or otherwise by the United States,
or any political subdivision thereof, is rated by the Secretary in ac-
cordance with regulations as being incompetent, and the veteran’s
estate (excluding the value of the veteran’s home unless there is no
reasonable likelihood that the veteran will again reside in such
home), from any source equals or exceeds the amount equal to five
times the section 1114(j) rate, further payments of pension, com-
pensation, or emergency officers’ retirement pay shall not be made
until the estate is reduced to one-half that amount.

ø(B) The amount which would be payable but for this paragraph
shall be paid to the veteran in a lump sum; however, no payment
of a lump sum herein authorized shall be made to the veteran until
after the expiration of six months following a finding of competency
and in the event of the veteran’s death before payment of such
lump sum no part thereof shall be payable.

ø(C) The Secretary may waive the discontinuance under this
paragraph of payments to a veteran with respect to not more than
60 days of care of the veteran during any calendar year if the Sec-

VerDate 11-MAY-2000 21:53 Oct 15, 2001 Jkt 099010 PO 00000 Frm 00060 Fmt 6659 Sfmt 6602 E:\HR\OC\SR086.XXX pfrm07 PsN: SR086



61

retary determines that the waiver is necessary in order to avoid a
hardship for the veteran. Any such waiver shall be made pursuant
to regulations which the Secretary shall prescribe.

ø(D) For purposes of this paragraph, the term ‘‘section 1114(j)
rate’’ means the monthly rate of compensation in effect under sec-
tion 1114(j) of this title for a veteran with a service-connected dis-
ability rated as total.

ø(2) Where any benefit is discontinued by reason of paragraph (1)
of this subsection the Secretary may nevertheless apportion and
pay to the dependent parents of the veteran on the basis of need
all or any part of the benefit which would otherwise be payable to
or for such incompetent veteran. Paragraph (1) of this subsection
shall not prevent the payment, out of any remaining amounts dis-
continued under that paragraph, on account of any veteran of so
much of the veteran’s pension, compensation, or retirement pay as
equals the amount charged to the veteran for the veteran’s current
care and maintenance in the institution in which treatment or care
is furnished the veteran, but not more than the amount determined
by the Secretary to be the proper charge as fixed by any applicable
statute or valid administrative regulation.

ø(3) All or any part of the pension, compensation, or retirement
pay payable on account of any incompetent veteran who is being
furnished hospital treatment, institutional or domiciliary care may,
in the discretion of the Secretary, be paid to the chief officer of the
institution wherein the veteran is being furnished such treatment
or care, to be properly accounted for by such chief officer and to be
used for the benefit of the veteran.

ø(c) Any veteran subject to the provisions of subsection (b) shall
be deemed to be single and without dependents in the absence of
satisfactory evidence to the contrary. In no event shall increased
compensation, pension, or retirement pay of such veteran be grant-
ed for any period more than one year before receipt of satisfactory
evidence showing such veteran has a spouse, child, or dependent
parent.¿

ø(d)¿ (b) Notwithstanding any other provision of this section or
any other provision of law, no reduction shall be made in the pen-
sion of any veteran for any part of the period during which the vet-
eran is furnished hospital treatment, or institutional or domiciliary
care, for Hansen’s disease, by the United States or any political
subdivision thereof.

ø(e)¿ (c) Where any veteran in receipt of an aid and attendance
allowance described in section 1114(r) of this title is hospitalized at
Government expense, such allowance shall be discontinued from
the first day of the second calendar month which begins after the
date of the veteran’s admission for such hospitalization for so long
as such hospitalization continues. Any discontinuance required by
administrative regulation, during hospitalization of a veteran by
the Department, of increased pension based on need of regular aid
and attendance or additional compensation based on need of reg-
ular aid and attendance as described in subsection (l) or (m) of sec-
tion 1114 of this title, shall not be effective earlier than the first
day of the second calendar month which begins after the date of
the veterans’ admission for hospitalization. In case a veteran af-
fected by this subsection leaves a hospital against medical advice
and is thereafter admitted to hospitalization within six months
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from the date of such departure, such allowance, increased pension,
or additional compensation, as the case may be, shall be discon-
tinued from the date of such readmission for so long as such hos-
pitalization continues.

ø(f)¿(d)(1) For the purposes of this subsection—

* * * * * * *
(7) This subsection expires on øSeptember 30, 2008¿ September

30, 2011.

* * * * * * *

CHAPTER 72—UNITED STATES COURT OF APPEALS FOR
VETERANS CLAIMS

SUBCHAPTER I—ORGANIZATION AND JURISDICTION

Sec.

7251. * * *

* * * * * * *

SUBCHAPTER III—MISCELLANEOUS PROVISIONS

* * * * * * *
ø7285. Practice fee.¿

7285. Registration fees.

* * * * * * *
7287. Administration.

§ 7253. Composition
* * * * * * *

(b) APPOINTMENT.—The judges of the Court shall be appointed by
the President, by and with the advice and consent of the Senate,
solely on the grounds of fitness to perform the duties of the office.
A person may not be appointed to the Court who is not a member
in good standing of the bar of a Federal court or of the highest
court of a State. Not more than the number equal to the next whole
number greater than one-half of the number of judges of the Court
may be members of the same political party.

(c) TERM OF OFFICE.—The term of office of the judges of the
Court of Appeals for Veterans Claims shall be 15 years. A judge
who is nominated by the President for appointment to an addi-
tional term on the Court without a break in service and whose
term of office expires while that nomination is pending before the
Senate may continue in office for up to 1 year while that nomina-
tion is pending.

* * * * * * *
ø(f)(1)¿ (f) REMOVAL.—(1) A judge of the Court may be removed

from office by the President on grounds of misconduct, neglect of
duty, or engaging in the practice of law. A judge of the Court may
not be removed from office by the President on any other ground.

* * * * * * *
(g)(1) RULES.—The Court shall prescribe rules, consistent with

the provisions of section 372(c) of title 28, establishing procedures
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for the filing of complaints with respect to the conduct of any judge
of the Court and for the investigation and resolution of such com-
plaints. In investigating and taking action with respect to any such
complaint, the Court shall have the powers granted to a judicial
council under such section.

* * * * * * *
(h) TEMPORARY EXPANSION OF COURT.—(1) Notwithstanding sub-

section (a) and subject to the provisions of this subsection, the au-
thorized number of judges of the Court from the date of the enact-
ment of this subsection until August 15, 2005, is nine judges.

(2) Of the two additional judges authorized by this subsection—
(A) only one judge may be appointed pursuant to a nomina-

tion made in 2001 or 2002;
(B) only one judge may be appointed pursuant to a nomina-

tion made in 2003; and
(C) if no judge is appointed pursuant to a nomination covered

by subparagraph (A), a nomination covered by subparagraph
(B), or neither a nomination covered by subparagraph (A) nor
a nomination covered by subparagraph (B), the number of
judges authorized by this subsection but not appointed as de-
scribed in subparagraph (A), (B), or both, as the case may be,
may be appointed pursuant to a nomination or nominations
made in 2004, but only if such nomination or nominations, as
the case may be, are made before September 30, 2004.

(3) The term of office and eligibility for retirement of a judge ap-
pointed under this subsection, other than a judge described in para-
graph (4), shall be governed by the provisions of section 1012 of the
Court of Appeals for Veterans Claims Amendments of 1999 (title X
of Public Law 106–117; 113 Stat. 1590; 38 U.S.C. 7296 note) if the
judge is one of the first two judges appointed to the Court after No-
vember 30, 1999.

(4) A judge of the Court as of the date of the enactment of this
subsection who was appointed before 1991 may accept appointment
as a judge of the Court under this subsection notwithstanding that
the term of office of the judge on the Court has not yet expired under
this section.

* * * * * * *

ø§ 7285. Practice fee¿

§ 7285. Registration fees
ø(a) The Court of Appeals for Veterans Claims may impose a

periodic registration fee on persons admitted to practice before the
Court. The frequency and amount of such fee shall be determined
by the Court, except that such amount may not exceed $30 per
year.¿

(a) The Count of Appeals for Veterans Claims may impose reg-
istration fees as follows:

(1) Periodic registration fees on persons admitted to practice
before the Court, in such frequency and amount (not to exceed
$30 per year) as the Court may provide.

(2) Registration fees on persons (other than judges of the
Court) participating at judicial conferences convened pursuant
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to section 7286 of this title, and at other Court-sponsored activi-
ties.

(b) Amounts received by the Court under subsection (a) of this
section shall be available to the Court for the purposes of (1) øem-
ploying independent counsel¿ conducting investigations and pro-
ceedings, including the employment of independent counsel, to pur-
sue disciplinary matters, and (2) defraying ƒadministrative costs for
the implementation of the standards of proficiency prescribed for
practice before the Court≈ the expenses of judicial conferences con-
vened pursuant to section 7286 of this title, and of other Court-spon-
sored activities covered by paragraph (2) of that subsection, and the
expenses of other activities and programs of the Court intended to
support and foster communications and relationships between the
Court and persons practicing before the Court, or the study, under-
standing, public commemoration, or improvement of veterans law or
of the work of the Court.

* * * * * * *

§ 7287. Administration
Notwithstanding any other provision of law, the Court of Appeals

for Veterans Claims may exercise, for purposes of management, ad-
ministration, and expenditure of funds of the Court, the authorities
provided for such purposes by any provision of law (including any
limitation with respect to such provision of law) applicable to a
court of the United States (as that term is defined in section 451 of
title 28), except to the extent that such provision of law is incon-
sistent with a provision of this chapter.

* * * * * * *

§ 7296. Retirement of judges
* * * * * * *

(b)(1) * * *

* * * * * * *
(2) A judge who is not reappointed following the expiration of the

term for which appointed may retire upon the completion of that
term if the judge has served as a judge of the Court for 15 years
or more. ƒIn order to retire under this paragraph, a judge must, not
earlier than 9 months preceding the date of the expiration of the
judge’s term of office and not later than 6 months preceding such
date, advise the President in writing that the judge is willing to ac-
cept reappointment to the Court.≈

* * * * * * *

AGENT ORANGE ACT OF 1991
* * * * * * *

SEC. 3. AGREEMENT WITH NATIONAL ACADEMY OF
SCIENCES.

* * * * * * *
(i) SUNSET.—This section shall cease to be effective ø10 years¿ 20
years after the last day of the fiscal year in which the National
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Academy of Sciences transmits to the Secretary the first report
under subsection (g).

* * * * * * *

VETERANS’ JUDICIAL REVIEW ACT

* * * * * * *
øSections 402 and 403 are repealed.¿

* * * * * * *

Æ
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