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NOMINATION OF JONATHAN B. PERLIN
TO BE UNDER SECRETARY FOR HEALTH,
U.S. DEPARTMENT OF VETERANS AFFAIRS

THURSDAY, APRIL 7, 2005

UNITED STATES SENATE,
COMMITTEE ON VETERANS’ AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 10:04 a.m., in room
SR-418, Russell Senate Office Building, Hon. Larry E. Craig
presiding.

Present: Senators Craig, Burr, Thune, Isakson, Akaka, Jeffords,
Murray, and Salazar.

OPENING STATEMENT OF HON. LARRY E. CRAIG, CHAIRMAN,
U.S. SENATOR FROM IDAHO

Chairman CRAIG. The Senate Committee on Veterans’ Affairs
will be in order. Good morning, ladies and gentlemen, and welcome
to this hearing. And a very special good morning to you, Dr. Perlin.

Dr. PERLIN. Good morning.

Chairman CRrAIG. We are pleased to have you before the Com-
mittee. It is our pleasure this morning to take the testimony of Dr.
Jonathan B. Perlin.

As everyone in this room likely knows, the President has nomi-
nated Dr. Perlin to serve as VA’s Under Secretary for Health. This
is an exceedingly important position. The Under Secretary, in ef-
fect, serves as CEO of the VA’s entire health care system, the larg-
est integrated health care system in the United States. Dr. Perlin,
this is a big, big, big job.

Now that I have impressed you with that—but I didn’t need to
because you already know—I must tell you that I believe you are
up to the challenge. Before I proceed, let me offer to the Committee
a brief summary of Dr. Perlin’s extraordinary background, and
probably this is going to get repeated by our colleague John Thune
a bit.

But as you know, Dr. Perlin now serves as VA’s Acting Under
Secretary for Health. Prior to taking that assignment, he served as
Deputy Under Secretary of Health from 2002 to 2004 while also
serving as VA’s Chief Research and Development Officer. And from
1999 to 2002, he was VA’s Chief Quality and Performance Officer.

Before taking on these important jobs at VA Headquarters, Dr.
Perlin served from 1997 to 1999 as Medical Director of the Medical
College of Virginia. Prior to that, he had been, among other things,
an Adjutant Professor of Medicine at the Medical School and, most
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importantly, a practicing physician at VA’s Medical Center in Rich-
mond, Virginia.

Dr. Perlin’s academic background is truly impressive. He holds
the following degrees: a Bachelor’s degree from the University of
Virginia in Interdisciplinary Studies, a Ph.D. in Pharmacology and
Toxicology from the Medical College of Virginia, an M.D. from the
Medical College of Virginia, and finally, a Master’s degree in
Health Administration from Virginia Commonwealth University.

Dr. Perlin has received so many grants and awards that I am not
going to list them. But clearly, he is recognized for his profes-
sionalism and through his training and background has arrived at
these levels.

I also note that Dr. Perlin is married to a physician and that sev-
eral of his family members are with us today. I hope you will take
the opportunity, Doctor, when it is appropriate, to introduce them.

Before I swear Dr. Perlin in, let me turn to my colleagues here
for any opening comments they would like to make. And then I will
ask you to take the oath, as is customary here in the Senate for
confirmation hearings of our Executive Branch personnel, and then
we will hear testimony from you.

But first, let me turn to the Ranking Member of this Committee,
Danny Akaka.

Senator Akaka.

STATEMENT OF HON. DANIEL K. AKAKA, RANKING MEMBER,
U.S. SENATOR FROM HAWAII

Senator AKAKA. Thank you very much, Mr. Chairman. I am de-
lighted to be here with you and working with you on this Veterans’
Affairs Committee.

I want to add my welcome to Dr. Jonathan Perlin. And not only
to you, but to your family, too. I want to say aloha and welcome
to Dr. Donna, wife of Dr. Perlin, and also Benjamin, his son. And
his sister, Sarah is not here because she had to take a field trip
at school.

Chairman CRAIG. He is missing a Spanish test.

[Laughter.]

Senator AKAKA. But we are delighted to have you, and we have
the reason why Dr. Perlin, our witness today is here, and that is
his parents, Dr. Perlin and his mother, who are here with him. And
we welcome you, too.

Looking at the first row, I see a friend for many, many years in
Hawaii and thereafter, General Mick Kicklighter. And I want to
say welcome to you, too, and all others here from VA and friends
of VA.

Today’s confirmation hearing is enormously important, as was
mentioned by the Chairman. The VA medical system, as he said,
is the largest health care system in this country and one of the
largest in the world. And the quality of service is known as being
very good.

It is a program with many strengths. And having said that, it is
also a program with many weaknesses. One major weakness is that
it lacks the resources that it needs to provide medical care for all
our Nation’s veterans who would like to obtain care there.
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The VA Under Secretary for Health is one of the most important
public servants. And I am reiterating that. The next Under Sec-
retary will guide the VA medical system at a time when so many
new veterans will be turning to VA for help. The next Under Sec-
retary will assume his duties in a tough financial climate. The
funding squeeze means that some will push proposals to curtail
benefits and to put limits on who can access these benefits.

The President has his ideas and his solutions to make room for
returning servicemembers. And from what I see, part of the Presi-
dent’s solution is to literally force other veterans out of the system.
This is short-sighted, as the proposed cuts for care will surely affect
Iraq and Afghanistan veterans.

I urge you now, Dr. Perlin, if you are confirmed—and I have no
question that you will be—you must look for ways to uphold the
promises we made to all of our troops. We in Congress and the mil-
lions of veterans across this country will accept no less. We want
to do the best we can for them.

In the coming year, I will be dedicating my efforts to maintaining
access to a high-quality health care system for all veterans, wheth-
er they are new veterans returning from the war or older veterans
in need of good nursing home care. Our goal is to keep what has
made VA great while strengthening it in such areas as long-term
care and mental health.

VA needs a leader who is strong enough to offer his own ideas
but be able to delegate authority to others. And I am glad we had
the chance to talk together on some of these issues yesterday. One
purpose of this confirmation hearing is to convey our concerns
about maintaining a viable VA medical system and give to Dr.
Perlin the opportunity to let us know how he plans to meet those
challenges.

Dr. Perlin, I appreciate your responses to my pre-hearing ques-
tions, and I ask, Mr. Chairman, that the questions and Dr. Perlin’s
answers be entered into the record.

Thank you very much.

Chairman CRAIG. Without objection, they will become a part of
the record.

[Pre-hearing questions from Sen. Akaka for Dr. Perlin follow:]

RESPONSE TO WRITTEN PRE-HEARING QUESTIONS SUBMITTED BY
HoN. DaNIEL K. ARKAKA TO DR. JONATHAN B. PERLIN, NOMINEE TO BE
UNDER SECRETARY FOR HEALTH, U.S. DEPARTMENT OF VETERANS AFFAIRS

Dr. Perlin, if confirmed, your term would run until 2008. Please describe your vi-
sion for the VA health care system by that year. Specifically describe the mix of
services that you believe enrolled veterans will receive, the makeup of staff pro-
viding these services, and a description of the VA facilities involved.

Answer: My goal for the year 2008 is to ensure excellent, safe, effective and com-
passionate health care for veterans who have chosen VA for their health care needs.
I expect that we will make better use of advanced technologies that exist today,
such as our electronic health records system, and new technologies that may be bet-
ter developed by then, such as remote physiological monitoring systems, to help care
for veterans in their homes. I also hope that accelerating our research programs will
enagle us to better help our patients’ rehabilitation, physical and mental health
needs.

2. The Committee notes with concern the numerous positions that are currently
vacant in VHA, including the heads of mental health, a number of professional serv-
ices, and other key positions, including your own position of Deputy Under Sec-
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retary, should you be Confirmed. What are your plans and priorities to address
these vacancies?

Answer: I have absolute confidence in the abilities of Dr. Michael Kussman to con-
tinue to discharge the responsibilities of Deputy Under Secretary. He has been serv-
ing diligently on an acting basis, and VA would be fortunate to have the benefit of
his leadership as the permanent Deputy Under Secretary.

Our Department has also been aggressively recruiting for the positions of Chief
Research and Development Officer. I have elevated the position of Chief of Chief
Consultant for the Mental Health Strategic Health Care Group to Deputy Chief of
Patient Care Services for Mental Health Care, and recruitment is currently under-
way for this position. Another critical role is Chief Consultant for the Emergency
Management Strategic Health Care Group. I can report that we are in the advanced
stages of all of these recruiting efforts, and that we have very promising candidates
for each position.

3. The Fiscal Year 2006 (FY06) budget request contains a proposal to enact an
increase in prescription drug co-payments from $7 to $15 for “middle-income” vet-
erans and an annual enrollment fee of $250 for “middle-income” veterans. Given
VA’s assumption that the proposals will suppress demand and that veterans will,
in fact, leave the VA health care system, what is your view of these fees? Addition-
ally, VA intends to continue its ban on so-called “middle-income” or Priority 8 vet-
erans. How do you feel about explicitly excluding certain veterans from the system?

Answer: VA has proposed cost sharing policies for Priority 7 and 8 enrollees as
a means of balancing veteran demand and available resources. If the $250 enroll-
;‘nent(;i fee is not adopted, another means to balance available resources must be
ound.

In a perfect world without resource constraints, VHA would welcome all veterans
to have access to our care. While I wish that there were no resource constraints,
that is not the case. VA must make sure that it never falls short in meeting those
with greatest need, including Service Connected, Special Needs, Financially Chal-
lenged and New Combat Veterans.

4. T am deeply concerned about VA’s present approach to caring for veterans suf-
fering from PTSD and other mental health disorders.

A. Please describe the priority that you believe VA should place on providing care
to veterans with PTSD, and how you would ensure that priority is manifested in
budget requests and programmatic planning.

Answer: 1 place the highest priority on Mental Health Care and share your inter-
est in assuring accessible, excellent, and caring Post Traumatic Stress Disorder
(PTSD) treatment. I believe that our Department needs to place an extremely high

riority on providing care to veterans with PTSD. This fiscal year we have allocated
5100 million to implement initiatives contained in the Department’s Mental Health
Strategic Plan. The President’s fiscal year 06 budget proposes to supplement this
with an additional $100 million. These initiatives will benefit not only veterans with
PTSD, but all veterans receiving mental health care from VHA. In addition, this
week we are announcing that we will add 50 additional veterans of the Global War
on Terrorism to our Readjustment Counseling Service, to provide outreach and serv-
ices to fellow service members returning from Iraq and Afghanistan.

B. From your experience as Acting Under Secretary, what is your assessment of
the unmet treatment needs among veterans with PTSD? Where do you see the most
room for VA to improve?

Answer: 1 believe that we are meeting the needs of veterans with PTSD. To im-
prove our service to these veterans, however, we must improve the availability of
services to some veterans, especially those living in rural areas; and we must also
do additional research to ascertain and treat possible co-morbidities facing those
with a PTSD diagnosis. I have identified improving access to specialty mental
health services and substance abuse treatment as two critical priorities for fiscal
year 05 and fiscal year 06, in accordance with our Mental Health Strategic Plan.

C. Based on your experience as Acting Under Secretary and your time as VHA’s
Chief Quality and Performance Officer, please give your assessment of the Readjust-
ment Counseling Service and the relationship to VA medical centers. Also, please
describe the relationship today between the mental health departments at VA Med-
ical Centers and the Vet Centers.

Answer: Our Vet Centers offer a safe haven to veterans to explore and discuss
adjustment reactions they may be having, and appropriate referrals to ensure that
those who require additional help receive it expeditiously. I particularly appreciate
Dr. Al Batres’ initiative to create better data interfaces between Vet Centers and
VA medical centers, so that we can improve the clinical interface between the two
organizations.
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5. As you know, in 1997, VA implemented the Veterans Equitable Resource Allo-
cation (VERA) methodology to manage how funds are provided throughout the sys-
tem.

A. Given the tremendous fiscal pressure faced by certain networks, are you still
satisfied that this system is a fair way to allocate funds?

Answer: VERA as a methodology has been reviewed three times by the RAND cor-
poration and found to be a fair and equitable way for VHA to distribute resources.
Given these findings by an impartial outside organization, I am satisfied that VERA
is, in fact, a fair way to allocate funding.

In your view, does VERA sufficiently allow VA managers to sustain programs
for high cost patients and patients in need of specialized services?

Answer: We have recently eliminated several disincentives to VISNs to provide
care for patients in need of specialized services under the VERA systems; one in-
volving blinded veterans, and the other involving veterans seeking certain mental
health treatment. We will continue to search out such disincentives, and remove
them as they become known.

6. As you may know, I am deeply concerned about issues relating to long-term
care services and delivery in VA.

A. Based on estimates, the number of veterans age 85 and older will dramatically
increase—from 154,000 in 1990 to 1.3 million in 2010. If confirmed, what changes
would you seek to implement to allow VHA to respond to the impact of this looming
change? How do you reconcile the current budget proposal and its vision of the fu-
ture of VA long-term care with the projected increase in demand for these services?

Answer: The statistics you mention are for all veterans, not the number of vet-
erans above 85 VA expects to see in 2010. I believe that with our current budget
proposals, we will be able to meet the long-term care needs of World War II vet-
erans. Our goal is to provide long-term care in the least restrictive setting that is
compatible with a veteran’s medical condition and personal circumstances, and we
are moving aggressively to meet that goal.

B. The budget proposal for FY06 includes a number of changes to both State and
VA nursing homes. What is your view of the proposed changes to the State Veterans
Home program? Do you believe these changes could jeopardize the future of these
homes if needed funding is no longer available?

Answer: State homes provide an important complement to our long-term care pro-
gram. They are an incredible resource for veterans, and VA fully supports their con-
tinuance. To insure fairness and consistency, VA proposed similar eligibility criteria
across all institutional long-term care venues. VA would continue to expand access
to non-institutional long-term care with an emphasis on community-based and in-
home care. This approach allows veterans to receive needed services in the comfort
of their own homes and is much more closely aligned with progressive community
care standards.

C. It is widely acknowledged within the health care industry that long-term care
is moving out of the institutional realm and more into the non-institutional realm,
as most patients prefer to stay in their own homes or in a similar setting. In 2003,
GAO found that VA’s non-institutional capacity was inconsistent and inadequate
system-wide. What is your view of where VA is on implementing GAQ’s rec-
ommendations in this area, and what further steps would you envision taking to
bring VA’s capacity up to more appropriate levels?

Answer: In its report, GAO made some very good points. We acknowledge the
shortfalls they highlighted, and are moving aggressively to close the gaps in the
non-institutional care services we provide. The average daily census in all of our
non-institutional services combined grew by 27 percent in Fiscal Year 2004, and our
target for fiscal year 2005 is an additional 18 percent growth. To meet these targets,
we are expanding our non-institutional care programs. We recently approved our
100th Home-Based Primary Care program, an increase of almost 25 percent in less
than 2 years. Home Hospice programs have increased by 50 percent in the last year.
Care Coordination programs, which use telehealth and disease management tech-
nologies to support veterans, are expected to double by the end of this fiscal year.
We have also introduced a performance measure for VISN Directors to increase the
census in the non-institutional long-term care programs in their networks, and we
are committed to further expand our non-institutional care capacity to meet vet-
erans health care needs.

D. In 1999, Congress made sweeping changes to VA’s long-term care programs.
A major facet of this legislation was a mandatory bed census requirement for insti-
tutional long-term care services. Part of the FY06 budget submission also proposed
the elimination of the census requirement. What is your view of this proposal, and
of the future of VA institutional long-term care services, particularly while non-
institutional capacity is nowhere near adequate?
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Answer: 1 believe that we need to define bed requirements by need and not by
legislation. As a clinician, I have often had to discuss long-term care decisions with
families who felt that institutional care was what their loved one needed. After ex-
plaining alternatives to them, they frequently determined that non-institutional
care was much more in the interests of their loved ones and themselves. There will
always be a need for institutional long-term care capacity, but our aggressive efforts
to provide additional alternatives should provide the capacity we will require to ade-
quately serve our older veteran population.

7. The relationship between VA medical centers and medical schools has endured
for more than 50 years. I am concerned that this relationship may not be func-
tioning at an optimal level today as compared with that of decades past.

A. If you are confirmed, what are the strengths and weaknesses of VA’s current
relations with American medical schools?

Answer: I believe that the relationship between our medical centers and our affili-
ates could be better, and I look forward, as Under Secretary, to building a new
framework for productive, synergistic, and equitable interaction.

B. With respect to any weaknesses you identify, what are your top goals for
strengthening VA’s relations with schools of medicine?

Answer: Our medical school affiliation agreements, in general, were formulated
sixty years ago, at the close of World War II. It is time, in my opinion, to create
a new series of agreements-ones that hopefully will remain in place for the next
sixty years. To do this, I would like to form a committee of senior VA employees
and medical school deans to discuss the framework for new agreements.

8. In recent years, VA seems to have operated under the premise that it may not
have been receiving its “fair share” of benefits from its affiliations, and that action
has been necessary to shift the balance of power toward VA. To what foundational
issues do you attribute any such imbalance?

Answer: VA has, as our primary reason for existence, the responsibility to provide
world-class care to the veterans it is our privilege to serve. Medical schools are re-
sponsible for educating new generations of clinicians. There is occasional tension be-
tween us; however, to say that VHA has not received our “fair share” from these
agreements would be misleading. To the extent that problems have occurred, I be-
lieve it is due to the fact that we are still working on principles arrived at 60 years
ago, at the end of World War II, and that it is time for us to discuss, as equals,
what our partnership should look like in the future.

9. One prominent State university recently considered ending a longstanding med-
ical affiliation with VA but thankfully did not do so. As the Under Secretary for
Health, how would you propose to address any problematic or frictional affiliations
to ensure veterans continue to receive the benefits of affiliation?

Answer: 1 propose creating a committee of senior VA employees and medical
school deans to discuss how we will continue our partnership for many years into
the future.

10. It has been reported to me that you recently convened a meeting with rep-
resentatives of the Association of American Medical Colleges (AAMC) to discuss af-
filiation relations. Please provide the Committee with a summary of these discus-
sions with AAMC and any conclusions you may have reached, or plan you may be
formulating, based on that meeting.

Answer: There was no meeting to discuss affiliation relations with AAMC. How-
ever, I do meet regularly with AAMC’s VA Liaison Committee as well as the Council
of Deans to discuss our relationship. The recurrent themes of these meetings related
to some of the tensions arising from IG audits of part-time physician time and at-
tendance and concerns about the new sole-source clinical service contract process.

11. How will you encourage the non-veteran health care system to better under-
stand the VA health care system?

Answer: One of the most effective means of communicating our successes to the
public is through positive media. Recently, The Globe and Mail, a Canadian news-
paper published an article that carried the headline, “U.S. veterans’ health care
healed itself: So can our Medicare system”. It went on to say, “The U.S. Veterans
Health Administration is, by any measure, a remarkable success story, a tale of re-
vitalization the likes of which is rarely seen.” In January 2005 the Washington
Monthly magazine stated, “Today’s troops are headed into the country’s best health-
care system—the VA.” Additionally, the Institute for Healthcare Improvement (IHI)
consistently cites the VA as the gold standard for patient safety. I do believe we
need to do a better job of explaining the importance of serving veterans to the many
clinicians who receive all or part of their training from our Department. I also be-
lieve we must share our many innovations, including the Electronic Health Record,
with others in health care. I am particularly excited about the partnership with the
Department of Health and Human Services to make a version of our electronic
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health record (known for this purpose as VistA-Office EHR) available, especially to
rural and underserved areas.

12. There has been a push, mostly from within VA, to encourage more cooperation
and sharing agreements between VA and the Department of Defense (DoD).

A. What areas do you see as having the most potential for new sharing arrange-
ments?

Answer: Clinical activities when there are complementary needs have the greatest
potential for new sharing agreements. In addition, we have the goal, which I sup-
port, of having at lest 80 percent of our facilities become TRICARE Network pro-
viders, and each VISN has performance measures to support continued sharing be-
tween the Departments. There are over 250 separate sharing activities currently;
they range from shared specialty services, to shared capital equipment (e.g., MRI
& CT), to joint purchasing, to shared personnel management. At a national level,
the joint procurement activities that have been so successful in pharmacy are begin-
ning to be recapitulated in the area of medical-surgical supplies and capital equip-
ment acquisition; I believe that is an extremely promising area of work.

B. What would you do to bring DoD to the table to bring about more sharing suc-
cesses?

Answer: VA and DoD already collaborate on several levels. Our framework con-
sists of the Joint Executive Council (JEC), the Health Executive Council (HEC), the
Joint Strategic Planning Committee and the Construction Planning Committee, and
is composed of senior leaders of both Departments. Our two Departments approved
an initial Joint Strategic Plan in 2003 and this year, we have updated the plan to
include specific performance metrics; a more strategic planning horizonl and a com-
mitment to link JSP goals and objectives to Department strategic plans. I believe
that we are on the verge of many sharing successes, and that the framework is cur-
rently in place to accomplish this.

C. I commend VA’s establishment of a permanent office to address the needs of
returning service members. While many strides have been made to ensure a seam-
less transition from active duty to veteran status, more must be done to ease this
integration into the VA system and reintegration into society. What is your view of
the work that remains in this area, and how would you seek to accomplish a truly
seamless transition? What are your plans to combat the cultural issues that accom-
pany the transition to veteran status?

Answer: Veterans Health Administration must honor our returning heroes and
their families by providing them with care that is compassionate and dignified; and
by coordinating every possible service and support activity that may help improve
their functioning, and restore them to their rightful place in our society. VA has em-
braced the opportunity to serve these heroes by reinventing existing programs, cre-
ating outreach initiatives, enhancing specialized clinical care, and collaborating with
our DoD partners to share access to health records.

Our medical centers will do their best heal the wounds of combat veterans, and
our vet centers will support their readjustment efforts. We have an opportunity to
define VA, and VHA, for a new generation of veterans, and we will make the most
of that opportunity.

13. The Administration’s FY06 budget request relies heavily on co-payments from
veterans and collections from third-party insurance. VA is estimating $2.1 billion in
collections for fiscal year 2006, assuming the enactment of the policy proposals in-
cluded in the budget request.

A. What changes to the MCCF program do you envision to improve third-party
collections?

Answer: Recently, we have automated a number of critical revenue processes
which have dramatically improved collections. These include electronic insurance
identification; electronic claims generation capabilities; electronic receipt of third
party insurance remittance advices and associated payments; a lockbox to automati-
cally apply payments from veterans to co-payment charges; an electronic remittance
advice to accurately identify deductible/coinsurance amounts that Medicare supple-
mental insurers calculate to determine reimbursement to VA; and electronic docu-
mentation templates. In the future, we will improve our collections by creating con-
solidated patient accounting centers (CPAC’s), which are designed to gain economies
of scale by regionally consolidating key business functions; and to implement an in-
dustry proven Patient Financial Services System (PFSS) that will yield dramatic im-
provements in both the timeliness and quality of claims and collections.

B. VA cannot charge a co-payment that is more than the cost of medication. To
justify the proposed $15 prescription co-payment, VA included a myriad of adminis-
trative costs. Do you feel that this charge is appropriate for over-the-counter medica-
tions such as aspirins, vitamins, and cough syrup?
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Answer: VHA does not have the business processes and computer programs in
place to implement a “tiered” co-pay for pharmaceuticals. That is something we may
be able to implement in the future. In the meantime, the existing co-pay structure
is a reasonable approach.

C. If confirmed, would you recommend that the $15 co-payment amount be in-
creased in the future?

Answer: One of the ways in which VA balances veteran demand and available re-
sources is through cost-sharing policies such as the existing co-payment of $7 for
a 30-day supply of medications. I believe that this balance should continue to be
looked at in the future and co-payments adjusted thoughtfully.

D. What is your view of contracting out portions of the MCCF collection effort?
Recently, companies that employ electronic appeals software, among other innova-
tions, have revolutionized the way funds that are owed to VA can be recovered. Will
you continue to pursue the use of these alternative methods for collections?

Answer: Absolutely. We will continue to pursue all available means to improve our
revenue cycle performance success.

14. Do you believe that the VistA system is still able to meet the clinical and ad-
ministrative needs of VHA?

Answer: VHA has used our pioneering VistA electronic health record systems for
more than a decade. It provides an integrated record covering all aspects of patient
care and treatment, and maintains records on five million eligible veterans who
have chosen to receive their health care from our Department. We are proud to lead
the health care industry in the use of information technology, and fully believe that
there is no better or more comprehensive health care software in the world.

While there is no better system today for supporting clinical needs, VistA must
be improved in its ability to support administrative needs. The “rehosting” efforts
will allow VistA functions to become the next generation “HealtheVet” system,
which will allow easier programming, and support better administrative data and
appropriate data sharing (especially, the ability to incorporate electronic health data
from DoD, as those data come online).

15.? What are your views on CoreFLS and how VA managed this large-scale con-
tract?

Answer: VistA works for VHA because end users (clinicians) were engaged in its
development process. I believe that CoreFLS did not work for VA because the end
State was not well defined, and the end users were not adequately involved in the
process. Absence of “business owner” participation doomed the computerized medical
record recently installed in Cedars-Sinai. The relationship of business owner en-
gagement and success is well-recognized.

16. The Committee understands that several clinics have stopped seeing new pa-
tients because of fiscal constraints. Please provide detail on any such changes in any
of the networks, including overall guidance VA Headquarters is providing on this
issue.

Answer: VA has guidelines for Community Based Outpatient Clinics (CBOCs) to
assure productivity, high quality, and access. Our guidelines to ensure quality care
at CBOCs include setting a ceiling of 1,200 patients per primary care provider, and
insuring that proper support resources are provided in sufficient quantity, such as
examination rooms. This helps us to provide timely and high quality care to vet-
erans at our CBOCs. CBOCs are an integral part of our strategy of insuring that
care for veterans is provided in the most appropriate environment, and has reduced
hospital use by providing care in outpatient clinics. In the last 4 years, we have in-
creased the number of CBOCs by 91. The CARES decision called for the develop-
ment of 156 new CBOCs, pending the availability of financial resources and the val-
idation of their need with the most current data available. I believe that they are
a vital part of VHA’s future ability to care for veterans. Some CBOCs are contracted
on a “capitated” basis—that is, the contractor is paid a flat rate for each patient.
When a contract has achieved its budgeted level, VHA may limit new enrollment.

17. A couple of years ago, Committee staff found grave inconsistencies in access
to mental health services at clinics within the VA health care system. How do you
plan to improve the availability of mental health services at CBOCs across the coun-
try? Please also describe the management of these clinics, for example, the process
you use to evaluate and renew contracts for CBOC providers.

Answer: VHA’s goal in mental health is to support the six goals of the President’s
New Freedom Commission for transforming Mental Health Care in America. The
plan provides special attention to the needs of seriously mentally ill veterans and
veterans with PTSD. My highest priority in this area is to increase access to behav-
ioral health services, and to reduce disparity to such access. Today, 71 percent of
our CBOCs provide direct access to Mental Health services, and all of our CBOCs
are able to refer cases to our medical centers.
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CBOC contracts are typically awarded for 1 year with an option for four 1-year
renewal. Before any contract renewal, facilities review contract terms and conduct
analyses regarding in house capabilities and cost benefit. The results may support
a decision to renew the contract or cancel. At contract expiration, an analysis is
done to determine their own internal capabilities and the benefits of continuing to
use contracts. If a contract model is recommended, a new open solicitation is issued.
The care provided to patients at contract CBOCs must meet the same quality stand-
ards as care provided in VA facilities.

18. Non-physician providers are critical to the VA health care system. Please de-
scribe what you see as the future role within VA for non-physician providers, such
as physician assistants and advanced nurse practitioners.

Answer: Non-physician providers are critical, not only to VHA, but to the entire
health care system. VA will continue to be a leader in providing opportunities for
physician assistants and nurse practitioners. We have been approached by profes-
sional organizations to serve as a model not only for collaborative practice, but also
for collaborative practice education, and we will do so. Collaborative practice, involv-
ing non-physician providers is seen as the model for successful future health care.

19. Last year, Congress passed legislation that completely restructured the physi-
cian and dentist pay structure. This was done mainly in response to the fact that
VA was forced to enter into high dollar scarce medical contracts for the provision
of certain specialty services at facilities where VA could not recruit full-time doctors
in those areas. Please describe any other recruitment and retention problems involv-
ing health care personnel you have encountered within the VA health care system.

A. Do you think the changes that have been made to the pay structure will help
solve the problems VA has been facing?

Answer: The new legislation for physician and dentist pay is effective January
2006. VA is working aggressively and is confident policies and procedures will be
in place to take full advantage of opportunities included in this legislation. The new
pay structure will allow us to create pay ranges designed to recruit and retain the
many different specialties and assignments in our VA system. We can also use the
new pay flexibilities to parallel community standards and attract scarce specialty
resources.

B. What more would you suggest needs to be done to respond to these difficulties?

Answer: Continuing recruitment and retention problems involving our health care
personnel include the following:

a. The need for expanded authority under Title 38 to hire additional positions that
are critical to the support of our health care professionals. These include Nursing
Assistants, Medical Clerks, Medical Technicians, Health Technicians and Food Serv-
ice Workers.

b. The ability to hire a limited number of annuitants without an offset to their
retirement. VA loses these incredible resources to our competitors when they retire.
VA could reduce costs by being able to utilize these fully trained and seasoned staff
to bridge between vacancies, extended absences, etc. Staff would feel more valuable
and have a better transition into their retirement.

20. VA recently issued new procedures to address reported flaws and begin
strengthening your timekeeping system. Please describe to the Committee the State
of implementation of the new timekeeping system for part-time VA physicians.

Answer: The part-time physician time and attendance pilot eliminates core hours
for those part time physicians on adjustable work hours. Each physician signs an
agreement for the number of hours they will work during the year. They will be
paid in equal amounts each pay period. The hours they actually work will be nego-
tiated with their supervisors prior to each pay period based on VA needs. At the
end of their agreement, reconciliation will take place for those hours that were
worked in excess or below the agreement.

The physician time and attendance policy was manually piloted from October
2004 through January 2005. In January 2005, the Alpha test on these new proce-
dures was initiated and concluded at the end of March when the next phase was
implemented.

The beta testing for the electronic time will be completed April 8, 2004. The na-
tional release of this new Electronic Time and Attendance (ETA) software to support
the time and attendance for part time physicians for adjustable work hours will be
April 27, 2005. All facilities have 30-days to load the software into their systems.
The policy supporting the new software is targeted for release for mid-May. In addi-
tion a draft of this new directive and handbook is in final review with a targeted
date of mid-May 2005.

21. Dr. Perlin, you once served as a part-time VA physician while practicing at
the Medical College of Virginia, its academic health center, and the McGuire VA
Medical Center in Richmond.
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A. What are your personal reflections on practicing in a mixed environment, in
particular in reference to apportioning and accounting for your professional time in
VA versus your attending responsibilities at the other facility, as well as for any
teachinﬁr)or research responsibilities you may have had, whether at the University
or at VA?

Answer: Like most of my colleagues, I worked 60-plus hour weeks as an attending
physician when I was in Richmond. I had scheduled times when I was at VA, sched-
uled times when I was at MCV, and scheduled times when I discharged my teaching
responsibilities. There were times when I had “ward attending physician” duties at
VA, and during those periods, I spent 30 consecutive days caring for VA inpatients.
My other responsibilities were adjusted accordingly. I regularly juggled my respon-
sibilities as a physician; a teacher; and a researcher; but I always understood that
whatever I did revolved around my most important mission: to provide the best pos-
sible care I could to the patients I was responsible for.

B. Assuming you were currently practicing in the MCV-VA McGuire environment,
how would the new approach to part-time timekeeping affect your working condi-
tions of a joint faculty member, a department head, or staff physician?

Answer: The new timekeeping concept that VHA is currently developing and will
be implementing provides a much more rational basis for the distribution of a physi-
cian’s time than the old Core Hours doctrine, which often required physicians to be
present when they were not needed; and caused them not to be present when they
were needed in order to be technically compliant with the regulations.

C. Did your personal experience in Richmond help inform VHA’s new policies on
part-time physician timekeeping; and if so, in what manner?

Answer: Yes, it did, by instilling in me the firm belief that there had to be a bet-
ter, and more rational, way to manage my time and that of others.

D. You recently wrote the deans of the 107 medical schools with which VA is af-
filiated on the topic of part-time physician’s time-and-attendance matter. Please pro-
vide the Committee the content of that letter and explain your approach to the
schools, your assessment of whether your effort was successful, and any further
steps you intend to take in this regard.

Answer: In short, my letter expressed the concept that improper supervision put
three lives at risk, not one-the patient, the trainee, and the trainee’s supervisor. I
used that concept to explain to the deans why we needed to change our existing sys-
tem. I was quite surprised that the only letters I received in response were letters
of thanks, agreeing that not only did the existing system fail our patients, but also
the ethical responsibilities we had to ensure the proper training of medical school
students.

22. The Inspector General reviewed VHA’s policies in contracting for specialty
services in the affiliated environment. VHA has been criticized for often relying on
sole source methods to procure clinical services, often from practitioners associated
with VA-affiliated schools of medicine and their academic health centers. The IG
has specifically recommended using competition to gain VHA a better business ad-
vantage in obtaining scarce and highly specialized health care practitioners to care
for veterans. What views do you hold on these matters of contracting policy, and
what are your plans as Under Secretary to manage such specialty contracting?

Answer: While we should always strive for competition to get the best business
propositions for veterans in our contracting activities, sole source procurements of
clinical services from VA affiliates often offer value and extend our capability to
work with outstanding health care residents and fellows. Fellows are clinicians who
could practice independently in particular specialties, but are continuing in addi-
tional training for periods of one to 7 years. Consequently, they are highly skilled
in advanced practice in medical areas like interventional cardiology, interventional
radiology and the surgical subspecialties, like cardio-thoracic or neurosurgery.

I am concerned that limiting our ability to do sole source contracting will keep
us from obtaining highly skilled residents and fellows as well as top notch faculty.
This will make it impossible for VA to serve veterans properly because of the overall
loss of productivity from the imminent absence of fellows and residents because a
low-bid procurement effectively severed supervisory faculty from their appointed
roles and required residents and fellows to go elsewhere for appropriate supervision.
In implementing the IG’s recommendations, we will have to weigh all factors includ-
ing this one.

23. Your immediate predecessor informed the Committee that VHA intended to
address high-cost contract specialty services partly by reforming VA physician com-
pensation policy. In response, Congress enacted Public Law 108-445, which gives
VA wide latitude to establish market-sensitive physician compensation rates, along
with a significantly higher salary cap, and new incentives for performance pay.
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A. What is the status of implementation of the reform in VA’s physician com-
pensation system?

Answer: The legislation provided for an effective date of January 8, 2006. In order
to assure VHA has policy and procedure in place, we have convened a core work
group to oversee the myriad of details and consultation required to effectively imple-
ment this legislation. Currently, the policy and procedures are in their final draft.
General Counsel will be responding to this policy by April 21, 2005. We have pur-
chased available pay publications and finalizing the appointment of Executive and
Steering Committees. Our timeline of events provides for having recommended pay
ranges to the Secretary for consideration by September 2005. We must publicize the
approved pay ranges for 60 days in the Federal Register. VHA expects to conduct
training to the field during the 60 day notice period, and be ready to effect the new
pay system on January 8, 2006. The policy also requires that all physicians and den-
tists have their initial review completed by the appropriate Physician and Dentist
Pay Compensation Panel by no later than May 14, 2006.

B. What are your views on the potential of the new compensation authority to in-
fluence VA’s performance in attracting new specialty physicians to full-time VA em-
ployment?

Answer: The new legislation provides broad authority to address pay com-
parability in a number of ways, including geographic needs, individual expertise,
scarce specialties and the ability to recruit physicians and dentists for complex as-
signments.

VHA views this new pay system as a significant enhancement to our ability to
attract new specialty physician to full time employment.

24. In the past, VA has had increasing difficulty recruiting and retaining an ade-
quate number of high quality nurses. Please describe what you see as the current
role of nurses in the VA health care system, and how that might change, if at all,
over the next 20 years.

Answer: America’s veterans deserve the best treatment our Nation can provide.
Nurses are central to our mission to provide them with safe, high quality and com-
passionate care. I believe that VHA has done an outstanding job of recruiting many
of the best nurses our nation’s nursing schools provide, and of retaining a cadre of
experienced and competent nurses. In the next 20 years, VHA will need to maintain
and expand our nursing staffs as the number of veterans increase. We must, as the
National Commission on VA Nursing explained, actively address those factors
known to affect the retention of nurses: leadership, professional development; work
environment; respect and recognition; and fair compensation. We must also develop
and test technology and actively embrace research leading to the creation of new
nursing roles that complement innovations in health care. Among the actions we
must take, or have taken, are making the facility nurse executives members of the
executive body at VISNs and facilities; engaging experts to evaluate and redesign
nursing work processes; more aggressively recruiting for the best and brightest
nursing school graduates; and creating new affiliations with schools for advanced
degree nurses, baccalaureate nurses, and also with associate degree programs.

25. As you are in a unique position to know, the VA research and development
program not only makes a major contribution to our national effort to combat dis-
ease, but also serves to maintain a high quality of care for veterans through its im-
pact on physician recruitment and retention.

A. Fiscal growth in this program, however, has slowed to nearly a flat line, and
average award amounts have also declined. During the first 4-year term of this
President, only minimal increases in the research account were proposed in budgets.
Sadly, Congress has acted only marginally to change that trend, as opposed to what
has been done for the National Institutes of Health and other Federal research ac-
tivities. The flat budgetary environment in VA research has a consequence in delay-
ing funding for, or preventing altogether, good research proposals from being fund-
ed. VA’s average “pay line” for awards to principal investigators is reportedly down
to a scant 15 percent of submitted proposals. Five years ago, it was double that
level.

i) Can you explain why the pay line has dropped out of proportion to the overall
funding available for VA research, and provide the reasons average award amounts
have declined?

Answer: Paylines have dropped though not necessarily in a manner dispropor-
tionate to overall funding for VA research. Only about 20 percent of the current Re-
search and Development (R&D) budget is available for new awards in an average
year because of recurring and out-year commitments for grants, centers and career
development awards. The VA Office of Research and Development (ORD) is
transitioning to shorter durations of awards and conducting competitive reviews of
all centers to assure that a higher percentage of funding is available annually for
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new awards. The goal is to achieve a workable balance among the competing needs
for research and continue to fund new projects at a comparable rate as has hap-
pened previously.

ii) Given our concerns about the status of VA’s affiliations, our new policy on part-
time physicians and the stringent reviews of scarce medical specialist contracting,
what are your concerns as Under Secretary, if confirmed, about the present finan-
cial condition of VA research?

Answer: A successful and vibrant research program is critical to the health of af-
filiations with our academic partners. The VA Office of Research and Development
(ORD) presently supports nearly 3000 clinician investigators, many of whom forgo
higher salaries available in other settings because they value participation in VA
research. Not only do these investigators make important contributions to advancing
medical knowledge and improving health care for veterans, they also provide out-
standing, direct medical care to veterans and serve as the educators for the next
generation of health care providers.

For nearly 50 years, the close and mutually beneficial relationship between VA
medical centers and their academic affiliates has enhanced patient care, teaching
and research. Almost uniformly, part-time VA physicians have more than fulfilled
their commitments in terms of time and effort devoted to VA. It has always been
essential for clinicians to be flexible in responding to the complex and changing de-
mands of patient care, research and teaching. Recent efforts to impose more rigid
constraints on clinicians’ scheduling threatens to undermine that flexibility, and un-
dermines their ability to fulfill those commitments.

iii)) What are your views on the importance of VA research compared to funding
for services?

Answer: Research is an integral part of providing exceptional health care to vet-
erans. The VA Research program is unique among Federal research entities. Rather
than funding investigators or programs that are divorced from clinical care or that
are outside of the department, institute, or agency, VA’s research program is intra-
mural. Only VA investigators are funded to conduct research. The clinicians who are
most familiar with the health care needs of the veteran population are also the sci-
entists who submit research proposals, manage the projects, and publish the results.
In fact, more than 80 percent of VA’s researchers are physicians, nurses, and other
professionals who provide patient care. This unique combination of clinician-re-
searcher provides the direct connection to clinical care and the health care needs
of veterans. VA is committed to evidence-based medical care and VA’s research pro-
gram is committed to providing the evidence for the best practice of medical care.

iv) ;Nhat can be done to combat the chronic under-funding of the VA research pro-
gram?

Answer: The VA Office of Research and Development (ORD) continues to make
significant contributions to the health care of veterans, and the program enjoys the
full support of the Department. As priorities for VA change and as new scientific
developments emerge, VA ORD must continue to review research priorities in rela-
tion to the evolving needs of veteran patients.

It is also important for VA ORD to closely manage and leverage its resources. To
assure adequate funding is available each year for new projects, especially to meet
newly identified veteran-centric needs, VA is transitioning to shorter durations of
awards and conducting competitive reviews of all research centers.

VA ORD is strengthening its partnerships within VHA, other Federal agencies,
as well as academic affiliates and the non-profit sector to leverage the funding as
efficiently as possible.

v) How do you think VA should allocate its limited research funds among the gen-
eral areas of basic, applied clinical, and health services research.

Answer: As an intramural program, the VA Office of Research and Development
(ORD) has a clear responsibility to assure that sponsored research addresses the
needs of veterans who seek care from VA. The quality of the research and relevance
to the veteran population remain the determining factors in deciding what studies
to fund. Rather than focus on numerical percentage allocation of research funds for
each Service, the goal is to be sure that the funded projects meet stringent stand-
ards for scientific rigor and match the current needs of veterans. Priorities change
as needs change.

Examples of VA’s efforts to allocate according to the needs of veterans, rather
than an apportionment among Services, are the recent solicitations for proposals in-
volving deployment health including rehabilitation and prosthetics, mental health,
and poly trauma projects.

B. One of VA’s hallmarks is the sheltering of “bench to bedside” research. VA clin-
ical practitioners and physician-scholars serve as principal investigators in VA- and
NIH-funded research projects. They have the ability and the means to apply results
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of their own and colleagues’ research in the clinical arm of the institution that hus-
bands both activities. This unique setting has served VA well as a powerful recruit-
ment and retention incentive, while elevating the standard of care to veterans.

i) Recognizing that designating time for clinician investigators to conduct research
and providing them with adequate infrastructure are continuing problems in VA,
would you support addressing this by administering investigator salaries and facili-
ties operation costs centrally, in a manner similar to that used by NIB, to ensure
that VA-funded investigators have adequate time and resources to conduct research?

Answer: In all parts of the health care sector, including VA, pressures to increase
clinical productivity have risen. In some cases, this has eroded time available for
clinicians to perform research. Because the VA research program is exclusively in-
tramural, it has permitted a different approach to funding investigator time than
used by other granting agencies such as NIH. Provision of salary support to inves-
tigators through the VERA research allocation is intended to enable clinician inves-
tigators to balance clinical and research responsibilities and to provide flexibility.
This issue is being addressed by the VHA National Leadership Board, Health Sys-
tems Committee and a task force has recently been approved to describe how VERA
research funds are being utilized and to outline a set of best practices. At the
present, we believe this approach is preferable to transferring VERA research funds
to the research appropriation.

ii) Do you believe the falling payline, pressures on the affiliations, the part-time
physician timekeeping controversy, and the flat budget, not only for research itself
but in the medical care programs in general, affect the attractiveness of VA as a
place of employment for physicians, research scientists, and other professionals?
What are your views on addressing these matters, to reverse any such negative ef-
fects? (Two Questions Combined)

Answer: 1 agree that participation in VA research is a significant incentive for
high quality medical professionals to join the VA system. The reasons for this are
many and remain strong recruitment and retention tools. VA maintains a climate
of scientific inquiry and rigor that continues to attract the highest caliber physi-
cians.

Within the broad range of research from the very basic as well as applied re-
search, VA highly values research that specifically addresses medical issues that are
most relevant to the veteran population. In many such areas, VA is widely regarded
as an international leader, including research related to rehabilitation, mental
health and post-traumatic stress disorder, and health services delivery. VA also em-
phasizes research that capitalizes on its unique strengths, such as the integrated
delivery system and the electronic medical record. The VA Cooperative Studies Pro-
gram, for example, is internationally recognized for conducting the highest quality,
multi-center studies that address clinically important topics that are difficult, if not
impossible, to perform in other settings.

C. As VHA'’s former Acting Chief Research and Development Officer what, in your
view, should be the goals of VA’s research program over the next 4 years?

Answer: It is crucial that VA’s research must focus on veterans: the aging popu-
lation, the increasing numbers of women, and the emerging needs of veterans of our
most current deployments. We must be sure that the research program from basic
to applied science addresses rehabilitation, mental health, and deployment issues.

I support the merit review process. We must maintain the highest standards of
scientific rigor. To have a program respected in the scientific community, VA must
also support a strong research oversight program. Accountability and assurances
that our research programs meet and exceed all legal requirements, standards, and
practice guidelines must be an ongoing task.

High standards for and implementation of practices for human subject protection,
biosafety, and biosecurity are hallmarks of an excellent research program, and I will
expect nothing else for VA’s research program. It is also important to improve our
relationships with entities like the National Institutes of Health and Department
of Defense. I am pleased with the partnerships developing in the area of rehabilita-
tion research. But we can do more.

Not only must we maintain our successful research programs, but we must also
continue to forge new initiatives. Health Services research facilitates and expedites
improving the system through more effective and efficient care delivery. As a health
care system with arguably the finest electronic health record in the world, we have
exciting opportunities to use it as a platform for groundbreaking work. For example,
we are presently exploring exciting opportunities to established a research program
in genomic medicine that has the potential not only advance scientific discoveries
in this area but also to provide objective improvements in the health care of vet-
erans in areas such as improved medication prescribing and avoidance of adverse
drug effects.
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26. What does your experience tell you with regard to women veterans’ access to
VA health care services? What changes, if any, would you propose in this area if
confirmed as Under Secretary?

Answer: Between 1990 and 2000, the women veteran population increased by 33.3
percent. Today, women represent approximately 7 percent of the total veteran popu-
lation, and by the year 2010, they will be well over 10 percent, as they now make
up 14 percent of the active duty military. VA has designed services and programs
to be responsive to the gender-specific needs of women veterans. VA offers com-
prehensive healthcare services for women including: counseling for sexual trauma;
Pap smears, mammography and general reproductive health care; and full-time
Women Veterans Coordinators at most VA medical centers. Providing gender-spe-
cific, age-appropriate health care is our most important responsibility to women vet-
erans. It should be noted that we already set the benchmark for care in the United
States in such areas as breast and cervical cancer screening. As Under Secretary,
I would propose additional research in the areas of general women’s health and in
issues related to military service, such as Military Sexual Trauma.

27. Please provide me with the status of recommendations for VA made by the
President’s New Freedom Commission on Mental Health. Specifically, I am inter-
ested in knowing more about how VA will abide by Recommendation 2.3, which calls
for the alignment of relevant Federal Programs, including VA, to improve access
and accountability for mental health services.

Answer: VHA developed a Comprehensive Strategic Mental Health Plan in accord-
ance with the President’s New Freedom Commission on Mental Health. VHA has
identified goals and strategies to align mental health commensurate with the Presi-
dent’s goal. One such area is to “improve access and accountability for mental
health services”.

VHA has multiple initiatives which are in progress with other Federal agencies
to reach this goal. VA has established a partnership with SAMSHA to coordinate
policy and planning. A formal VA/DOD council develops clinical practice guidelines
which all clinicians use to ensure all clients receive evidence based care. Coordina-
tion with DOD is allowing VA to improve access for Operation Enduring Freedom
and Operation Iraqi Freedom to have a Seamless Transition into VA services. Addi-
tional housing for homeless veterans is made accessible through the partnership
with HUD. Prevention of homeless, unemployment, and mental health support is
addressed through Partnerships with the Department of Labor. VA has developed
Work Restorative services that promote entrepreneurship to expand Compensated
Work Therapy for veterans who have lost work skills. Contracts are developed with
state, local, and community partners.

28. In October of last year, Congress passed the Federal Workforce Flexibility Act.
This bill, among other things, enhanced vacation time and other benefits for the
purposes of making the Federal Government a more competitive employer. What is
the current status of the implementation of these changes, particularly to the vaca-
tion time for Senior Executives and the compensation for official travel during off-
duty hours?

Answer: The new leave provisions for SES were implemented immediately after
the Act’s passage on October 30, 2004.

The Office of Personnel Management (OPM) issued regulations regarding the com-
pensatory time off for travel provisions on January 27, 2005. A draft VA policy to
implement the regulations is currently under review by the Administrations and
Staff Offices. Other provisions of the Act dealing with enhanced recruitment and re-
tention incentives will be implemented once OPM issues regulations. VHA will, of
course, comply with OPM regulations and the implementing VA policy.

Chairman CRAIG. Senator Isakson, any opening comment?

STATEMENT OF HON. JOHNNY ISAKSON,
U.S. SENATOR FROM GEORGIA

Senator ISAKSON. Thank you, Mr. Chairman. And welcome to Dr.
Perlin and his family. It was a pleasure to meet all of you, and it
is a great day.

And I told Dr. Perlin back in the Chairman’s office that unfortu-
nately for Dr. Perlin, last night I was home by 8:00, and I had my
briefing book. And I said, “well, I am going to get prepared.” For
me, I have never seen a more impressive resume. And I look for-
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Wécllrd to hearing your testimony and what you have to say here
today.

So I will only make one set of remarks. I married into a career
Navy family. My father-in-law is 91, a retired Navy Commander.
Both of my brothers-in-law are retired Navy. And at Christmas,
Thanksgiving, and frequently on e-mail, VA health care is some-
thing I hear a lot about.

The VA has done a lot of wonderful things, and there are a lot
of challenges ahead, as Mr. Akaka has said, with regard to long-
term care and with regard to nursing home care, which we will cer-
tainly discuss later on. But I am confident, from having heard
about you and read about you, that your commitment to excellence
and the most often used word in your resume, which is the word
“quality,” will serve our veterans well in the years to come.

I welcome you here today.

Chairman CRAIG. Senator Jeffords.

STATEMENT OF HON. JAMES M. JEFFORDS,
U.S. SENATOR FROM VERMONT

Senator JEFFORDS. Thank you, Mr. Chairman, for holding this
hearing so that we can have an opportunity to discuss the impor-
tant issues of VA health with Dr. Perlin.

I am pleased that last month, under the leadership of the Chair-
man, funding was added to the Senate version of the bill of the VA
health care. While I would have preferred a bigger addition, it is
still better than the President’s budget.

Dr. Perlin, you are going to have a tough job. New veterans are
streaming home from Iraq, many with very tough wounds. And yet
the VA budget hasn’t risen sufficiently to cover inflation. I don’t
envy your task in keeping American promises to our veterans in
the budget that you are given.

And I am glad that you bring with this job the experience of hav-
ing acted as head of the VA health for the past year. That experi-
ence should prove invaluable, and I look forward to discussing the
important issues with you.

Thank you.

Chairman CRAIG. Senator Salazar, you have just arrived. Do you
have any opening comments before we turn to Dr. Perlin’s intro-
duction?

Senator SALAZAR. I have an opening comment, but I will just
submit it for the record and look forward to asking the doctor some
questions.

Chairman CRAIG. Fine enough.

[The prepared statement of Senator Salazar follows:]

PREPARED STATEMENT OF HON. KEN SALAZAR,
U.S. SENATOR FROM COLORADO

Thank you, Mr. Chairman, Senator Akaka. Thank you, Dr. Perlin, for coming here
this morning. I know that you have appeared at many hearings over the years in
your duties with the VA, but this one is special. This one is about you.

Today, we will have the chance to review the record of an experienced adminis-
trator.

I am entering this hearing with the sincere hope that Dr. Perlin is willing and
able to make the major reforms that are needed at the VA. And with a message
that the Members of this Committee will be watching.
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Over the next few years, VHA will face one of the hardest periods in its history.
Costs are expected to continue to rise and demand on the system will increase. The
VA is bringing in thousands of seriously injured veterans from Iraq and Afghani-
stan. The VHA will be tested. It will not have the resources to meet demand. Dr.
Perlin will have the choice whether or not to continue the VA’s trend toward ration-
ing care.

Right now, thousands of veterans are being turned away from the VA. Since Jan-
uary 2003, when the VA suspended enrollment of new Priority 8 veterans, 192,000
veterans across the country and 2,000 Coloradoans have sought VA care and been
turned away. The Administration’s new budget hopes to kick 1.1 million more vet-
erans out of the system next year with draconian cuts in service and increased fees.
130,000 of these veterans have no other form of health coverage.

This cold-hearted approach is the worst way to go. Before we leave 130,000 vet-
erans without any health care, we need to exhaust every other option.

The VHA collects less than half of its claims on third party private insurers, cost-
ing the VHA billions a year. Why? A recent Inspector General report found that the
VHA may be paying excessive prices on major construction projects valued at $133.6
million. Why? Another OIG report showed that the VHA has done little to comply
with Federal energy savings standards, costing the agency as much as $12 million
a year. Why?

These problems are the administrative bread and butter of the VA. I hope it will
be Dr. Perlin’s priority to squeeze every last dollar of waste out of the system, before
we continue squeezing veterans out into the cold.

Thank you Dr. Perlin. I look forward to your testimony.

Chairman CrAIG. Now let me turn to our colleague John Thune
for the introduction of the nominee.

STATEMENT OF HON. JOHN THUNE,
A U.S. SENATOR FROM SOUTH DAKOTA

Senator THUNE. Thank you, Mr. Chairman, Senator Akaka, and
Members of the Committee.

I, too, want to echo what has already been said and welcome Dr.
Perlin and his family here this morning. I have been extremely im-
pressed in my discussions with him by his knowledge, his experi-
ence, his vision for the future of the system.

He has, as many of you have already noted, a very difficult job
when it comes to administering a program with a finite amount of
resources and budget. But he has a record, I think, of proving to
be very innovative, very creative, and I look forward to working
with him in the days ahead.

I have the honor, Mr. Chairman, to introduce to you and my fel-
low Committee Members the President’s nominee for the position
of Under Secretary for Health for the Department of Veterans Af-
fairs, Dr. Jonathan B. Perlin.

Dr. Perlin is supremely qualified to fill the position for which he
has been nominated. For the past year, he has led the Veterans
Health Administration as its Acting Under Secretary for Health,
serving as acting chief executive officer for our Nation’s largest in-
tegrated health care system.

Before that, he served as Deputy Under Secretary for Health
from July 2002 to April 2004, and from December 2003 to July
2004, Dr. Perlin simultaneously served as VHA’s Acting Chief Re-
search and Development Officer, directing a $1.8 billion research
program specializing in basic, clinical, rehabilitation, and health
services research.

Between 1999 and 2002, Dr. Perlin was VHA’s Chief Quality and
Performance Officer. In that role, he supported quality improve-
ment and performance management throughout the veterans
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health system. As a result of his efforts, VA is one of two Federal
agencies we in the Congress have commended for managing for re-
sults not once, but twice.

VHA’s Quality and Performance Program has also been specifi-
cally recognized by both the Innovations in American Government
and the RIT/USA Today Quality Cup programs.

His VA experience also includes appointments at Richmond, Vir-
ginia, VA Medical Center, where he saw patients and led in the de-
velopment and implementation of a group practice system. He was
also the first chief of the center’s Telemedicine Section, developing
an interstate network for providing clinical consultations to im-
prove care to veterans.

Dr. Perlin’s background includes expertise in health care, quality
management, health information technologies, medical education,
and health services research. Prior to joining VHA, he served as
Medical Director for Quality Improvement at the Medical College
of Virginia Hospitals, part of the Virginia Commonwealth Univer-
sity Health System.

At VCU, he helped establish the Health Services Research Fel-
lowship in the Division of Quality Health Care, Department of In-
ternal Medicine, and was Associate Director of the Internal Medi-
cine Residency Training Program. He is broadly published and
maintains an academic appointment as Adjunct Associate Professor
of Medicine and Health Administration at Virginia Commonwealth
University.

A Fellow of the American College of Physicians, Dr. Perlin has
a Master’s Degree of Science in Health Administration. He received
his Ph.D. in Pharmacology and Toxicology, performing research in
molecular neurobiology, along with his M.D. as part of the Medical
Scientist Training Program at Virginia Commonwealth University’s
Medical College of Virginia campus.

He is clearly among the best and the brightest of this generation
of public servants, and we are fortunate that he has chosen to dedi-
cate his career to serving America’s veterans.

I thank the Committee for considering his nomination. I look for-
ward to a speedy confirmation process, and I would simply again
add, Mr. Chairman, that I have just been extremely impressed by
this gentleman’s understanding of technology. I am very interested
in telemedicine, very interested in applying technology to the
health care world. He is very much at the forefront of that.

I think he is a great nominee, and I hope that this Committee
will work quickly and that the Senate will confirm him so that he
can continue the great work that he is doing.

Thank you, Mr. Chairman, and I yield to Dr. Perlin.

Chairman CRAIG. John, thank you very much.

Doctor, would you please rise? Dr. Perlin, do you solemnly swear
or affirm that the testimony you are about to give the Committee
at this hearing shall be the truth, the whole truth, and nothing but
the truth, so help you God?

Dr. PERLIN. I do.

Chairman CRAIG. Please be seated, and you may proceed.



18

TESTIMONY OF JONATHAN B. PERLIN, M.D., PH.D., MSHA,
FACP, NOMINEE TO BE UNDER SECRETARY FOR HEALTH,
DEPARTMENT OF VETERANS AFFAIRS

Dr. PERLIN. Chairman Craig, Ranking Member Akaka, Members
of the Committee, and staff, thank you very much for the oppor-
tunity to sit before you this morning.

Senator Thune, thank you so very much for that kind and gen-
erous introduction.

Before I begin my statement, I would like also to note that my
wife, Donna; my son, Benjamin; my parents, Dr. and Mrs. Seymour
Perlin; are here with me today. Their love and their support has
made it possible for me to devote my unwavering focus to veterans
health issues in the past few years. Without their help, I could not
possibly have qualified for the office for which I have the honor of
your consideration.

I would also like to note that no one does this job alone. I am
very fortunate to be joined by colleagues that I know the Com-
mittee also regards in the highest esteem. I am joined this morning
by General Mick Kicklighter, VA chief of staff, whose stalwart lead-
ership sets an example for the entire department.

It is also my pleasure to recognize that I am joined today by Dr.
Michael Kussman, Brigadier General Michael Kussman, Retired,
our Deputy Under Secretary for Health, Acting, and Ms. Laura
Miller, our Deputy Under Secretary for Operations and Manage-
ment.

I am also pleased this morning to note and thank my colleagues
from the veterans service organization community without whose
support as well we would not do nearly the job in serving the needs
of veterans.

Mr. Chairman, when I was a medical school student, I had the
privilege of receiving part of my training at a VA medical center.
My time at VA was my favorite part of my entire medical school
experience. I had the privilege of taking care of some of the last
Buffalo soldiers and World War I doughboys, along with veterans
of World War II, Korea, and Vietnam.

I especially enjoyed talking to those older veterans about their
connection to American history and, almost invariably, to witness
the humble selflessness they displayed when they spoke of what
they did in service to our Nation. Sometimes their stories were sad
or tragic. Sometimes they were humorous, sometimes incredibly he-
roic, but always filled with passion and with a patriotism and pride
I had never encountered before.

Years later, when given the opportunity, I gratefully returned to
VA. I returned for the opportunity to serve America’s heroes and
to help our Nation meaningfully and tangibly express our gratitude
to the men and women of all generations who successfully defended
our freedom while in uniform.

Since I came back to VA Central Office in 1999 to lead VA’s Per-
formance Measurement and Quality Management Program, I have
proudly been a part of the singular transformation of the Veterans
Health Administration into an organization that the Washington
Monthly recently said produces the “best health care anywhere.”
There are many reasons for this transformation.
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VHA’s performance measurement system enables us to hold our-
selves accountable for providing the best care for veterans. A recent
RAND study focusing on our care demonstrated to the Nation and
the world that it is possible to measurably and rapidly improve
health care quality and that specific improvement initiatives are
the right way to do so.

Placing significant emphasis on performance measurement is not
an academic exercise. It improves real outcomes for real veterans.

Our revolutionary electronic health record provides better, safer,
and more consistent care to veterans by harnessing information
technology to serve the clinical care needs of America’s veterans.

And our pathbreaking research program has given us the first ef-
fective therapies for tuberculosis; better fitting, lighter artificial
limbs; the implantable cardiac pacemaker; the CT, the MRI; and
even the nicotine patch.

Today, VA researchers, focusing on veterans’ needs, are on the
verge of dozens of new discoveries and developments—Ilike the arti-
ficial retina—that will improve care, restore function, and enhance
the health and well-being of veterans and all of the world’s citizens.

And last, but by no means least, we are reinventing existing pro-
grams, enthusiastically creating outreach initiatives, enhancing
specialized clinical care, and collaborating with our Department of
Defense partners to better serve our newest generation of returning
heroes. It is VHA’s highest priority to ensure their seamless transi-
tion back to our society, and we are making significant progress in
this area.

Just this week, for example, we announced that we will be hiring
50 additional Operation Iraqi Freedom and Operation Enduring
Freedom veterans to provide timely outreach services to other vet-
erans returning from Afghanistan and Iraq. They will join the 50
other veterans previously hired by the department for the same
purpose.

But for all of our successes in the last 10 years, I know that the
past is but prologue to the present and to the future. We have the
incredible opportunity today to move VA health care from interven-
tion to prevention, to be able to predict outcomes with near-cer-
tainty even before treatment is begun, and to truly provide our pa-
tients with the kind of high performance, high value, high quality,
safe, patient-centered health care that will enable us to fully meet
President Lincoln’s great goal to care for those who shall have
borne the battle and for their families.

Mr. Chairman, General Omar Bradley wrote in his memoirs
about his experiences as administrator of the Department of Vet-
erans Affairs. He said that, “Nothing I have done in my life gave
me more satisfaction than the knowledge that I had done my ut-
most to ease veterans’ way when they come home.”

In every VA role that I have had—as medical student, house offi-
cer, young staff member, and certainly now—I have understood
General Bradley’s sentiment, and I appreciate the privilege that I
have been given to serve America’s veterans.

I am humbled that the President has nominated me to lead the
Veterans Health Administration for the next 4 years. And I prom-
ise you, and I promise America, that I, too, will do my utmost to
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ease the way for today’s veterans and their families—those who are
already home and those who are still fighting overseas.

If confirmed, I will work with you and all Members of this Con-
gress to build a safe, effective, and compassionate health care sys-
tem that will fully meet the needs of the men and women it is
VHA’s honor and privilege to serve.

Thank you.

[The prepared statement of Dr. Perlin follows:]

PREPARED STATEMENT OF DR. JONATHAN B. PERLIN, ACTING UNDER SECRETARY OF
HEALTH, DEPARTMENT OF VETERANS AFFAIRS

Chairman Craig, Ranking Member Akaka, Members of the Committee and its
staff. Good morning.

Before I begin my statement, may I mention that my wife Donna, my son Ben-
jamin, and my parents, Dr. and Mrs. Seymour Perlin, are all here with me today.
Their love and support has made it possible for me to devote my unwavering focus
to veterans’ health issues in the past few years. Without their help, I could not pos-
sibly have qualified for the office for which I have the honor of your consideration.

Mr. Chairman, when I was a medical school student, I had the privilege of receiv-
ing part of my training at a VA medical center. My time at VA was my favorite
part of the entire medical school experience. I had the privilege of taking care of
some of the last Buffalo Soldiers and World War I doughboys—along with veterans
of World War II, Korea and Vietnam.

I especially enjoyed talking to these older veterans about their connection to
American history, and almost invariably to witness the humble selflessness they dis-
played when they spoke of what they did in service to our Nation. Sometimes their
stories were sad or tragic; sometimes they were humorous; sometimes incredibly he-
roic; but they were always filled with passion, and with a patriotism and pride I
had never encountered before.

Years later, when given the opportunity, I gratefully returned to VA. I returned
for the opportunity to serve America’s heroes, and to help our Nation meaningfully
and tangibly express our gratitude to the men and women of all generations who
successfully defended our freedom while in uniform.

Since I came back to VA Central Office in 1999, to lead VA’s performance meas-
urement and quality management program, I have proudly been a part of the sin-
gular transformation of the Veterans Health Administration into an organization
the Washington Monthly recently said produces the “best care anywhere.”

There are many reasons for this transformation.

VHA'’s performance measurement system enables us to hold ourselves accountable
for providing the best care for veterans. A recent RAND study focusing on our care
demonstrated to the Nation and the world that it is possible to measurably and rap-
idly improve health care quality—and that specific improvement initiatives are the
right way to do so. Placing significant emphasis on performance measurement is not
an academic exercise—it improves real outcomes for real veterans.

Our revolutionary Electronic Health Record system provides better, safer and
more consistent care to veterans by harnessing information technology to serve the
clinical care needs of America’s veterans;

Our path-breaking research program has given us the first effective therapies for
tuberculosis; Better fitting, lighter artificial limbs; The implantable cardiac pace-
maker; The CT scanner and MRI machine; And the nicotine patch.

Today, VA researchers, focusing on veterans’ needs, are on the verge of dozens
of new discoveries and developments—Ilike the artificial retina—that will improve
care, restore function, and enhance the health and well being of veterans and all
the world’s citizens;

And, last but by no means least, we are reinventing existing programs, enthu-
siastically creating outreach initiatives, enhancing specialized clinical care, and col-
laborating with our Department of Defense partners to better serve our newest gen-
eration of returning heroes. It is VHA’s highest priority to ensure their seamless
transition back to our society, and we are making significant progress in this area.

Just this week, for example, we announced that we will be hiring fifty veterans
of Operation Iraqi Freedom and Operation Enduring Freedom to provide timely out-
reach services to veterans returning from Afghanistan and Iraq. They will join fifty
other veterans previously hired by the Department for the same purpose.
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But for all our successes in the last 10 years, I know that the past is but prologue
to the present—and the future.

We have the incredible opportunity, today, to move VA health care from interven-
tion to prevention,;

To be able to predict outcomes with near-certainty before treatment is begun;

And to truly provide our patients with the kind of high performance, high value,
high quality, safe, patient-centered health care that will enable us to fully meet
President Lincoln’s great goal to care for those who shall have borne the battle and
for their families.

Mr. Chairman, General Omar Bradley wrote in his memoirs about his experiences
as Administrator of Veterans Affairs that: “Nothing I have done in my life gave me
more satisfaction than the knowledge that I had done my utmost to ease (veterans’)
way when they came home.” In every VA role that I've had—as medical student,
house officer, young staff member, and certainly now—I've understood General
Bradley’s sentiment, and appreciate the privilege I have been given to serve Amer-
ica’s Veterans.

I am humbled that the President has nominated me to lead the Veterans Health
Administration for the next 4 years. I promise you, and I promise America, that I,
too, will do my utmost to ease the way for today’s veterans and their families—those
who are already home, and those who are still fighting overseas.

If confirmed, I will work with you and all Members of this Congress to build a
safe, effective, compassionate health care system that will fully meet the needs of
the men and women it is VHA’s privilege, and honor, to serve.

Thank you.

QUESTIONAIRE FOR PRESIDENTIAL NOMINEE
PART I: ALL THE INFORMATION IN THIS PART WILL BE MADE PUBLIC.

1. Name: Jonathan Brian Perlin.

2. Present Address: 205 Serenade Court, Millersville, MD 21108.

3. Position to which nominated: Under Secretary for Health, Department of Vet-
erans Affairs.

4. Date of nomination: 2/18/2005.

5. Date of birth: February 25, 1961.

6. Place of birth: New York, NY.

7. Marital Status: Married.

8. Full name of spouse: Donna Jablonski Perlin.

. Names and ages of children: Benjamin Alexander—dJune 3, 1994 (Age 10);
Sarah Elizabeth, January 13, 1998 (Age 7).

10: Education: Institution, dates attended, degrees received, dates of degree; Uni-
versity of Virginia, Charlottesville, VA; 1979-1984; BA/Interdisciplinary Honors; BA
1985 Medical College of Virginia, Richmond, VA; 1986-1992; MD/PhD (Pharma-
cology & Toxicology); PhD, 1991-MD, 1992; Medical College of Virginia/Virginia
Commonwealth University, Richmond, VA; 1995-1997; Master of Science Health
Administration Executive Program; MSHA 1997.

11. Honors and awards: List below all scholarships, fellowships, honorary degrees,
military medals, honorary society memberships, and any other special recognitions
for outstanding service or achievement.

e Medical Scientist (MD/PhD) Training Program, Medical College of Vir-
ginia,1986-1992

e Alpha Omega Alpha, Medical Honor Society, 1993

e Innovations in Government Semifinalist, (VA Performance Measurement Pro-
gram)

e Council for Excellence in Government, Kennedy School, Harvard, 2000

e RIT USA Today Quality Cup Semifinalist, (VA Performance Measurement Pro-
gram), 2001

e Fellow, American College of Physicians, 2001

e Commendation “For Service Following 9-11”, Department of Veterans Affairs,
2002

e Richard A. Kern Award for Federal Medicine, AMSUS (Association of Military
Surgeons of the United States), 2003

e Frank Brown Berry Federal Medicine Finalist, U.S. Medicine Institute, 2004

©
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e Vision Award, Improving Chronic Illness Care. MacColl Institute/Group Health,
2004

12. Memberships: List below all memberships and offices held in professional, fra-
ternal, business, scholarly, civic, charitable, and other organizations for the last 5
years and any other prior memberships or offices you consider relevant:

American Medical Association—Inactive Member 1986—present

American College of Physician Executives—Inactive Member 1997—present

Alpha Omega Alpha Honor Medical Society—Member 1993—present

Medical College of Virginia Alumni Association—Member 1992—present

American College of Physicians—Fellow 1993—present

Association of Military Surgeons of the United States (AMSUS)

2nd Vice-President—4/04-11/04

1st Vice-President & President-elect—11/04—present

13. Employment record: List below all employment (except military service) since
your twenty-first birthday, including the title or description of job, name of em-
ployer, location of work, and inclusive dates of employment.

1983-85: Laboratory Technician, University of Virginia, Charlottesville, VA

1986-92: Medical Scientist (MD/PhD) Training Program, Medical College of Vir-
ginia, Richmond, VA

1992-95: Medical Resident, Medical College of Virginia, Richmond, VA

1995-96: Chief Medical Resident/Instructor in Medicine, Medical College of Vir-
ginia, Richmond, VA

1996-97: Group Practice Chief (and Chief of Telemedicine Section), Medicine
Service, Hunter Holmes McGuire VA Medical Center, Richmond, VA

1997-99: Medical Director, Quality Improvement, Medical College of Virginia Hos-
pitals

1997-99: Director, Continuing Internal Medicine Education, Associate Director,
Internal Medicine Residency Training Program, Associate Director, Health Services
Research Fellowship Program, Department of Internal Medicine, Virginia Common-
wealth, University, Richmond, VA

1999-02: Chief Quality & Performance Officer, Veterans Health Administration,
Washington, DC

7/02—4/04: Deputy Under Secretary for Health, Department of Veterans Affairs,
Washington, DC

4/04—Present: Acting Under Secretary for Health, Department of Veterans Affairs,
Washington, DC

14. Military service: List below all military service (including reserve components
and National Guard or Air National Guard), with inclusive dates of service, rank,
permanent duty stations and units of assignment, titles, descriptions of assign-
men/ii, and type of discharge.

N

15. Government record: List any advisory, consultative, honorary, or other part-
time service or positions with Federal, State, or local governments other than those
listed above.

1999: Consultant to Commonwealth of Virginia on Telemedicine and Telehealth
Infrastructure. (Work performed through Division of Quality Healthcare, Depart-
ment of Internal Medicine, Virginia Commonwealth University)

16. Published writings: List the titles, publishers, and dates of books, articles, re-
ports, or other published materials you have written.

Please see attached CV pages 45-52. (Includes more than 80 peer-reviewed jour-
nal articles, book chapters, abstracts, and manuscripts published or in press)

17. Political affiliations and activities: (a) List all memberships and offices held
in and financial contributions and services rendered to any political party or election
committee during the last 10 years.

N/A

(b) List all elective public offices for which you have been a candidate and the
month and year of each election involved.

N/A

18. Future employment relationships:

(a) State whether you will sever all connections with your present employer, busi-
ness firm, association, or organization if you are confirmed by the Senate.

N/A: T am currently a Federal employee of the Department of Veterans Affairs
(VA). VA would be my prospective employer, if confirmed.

(b) State whether you have any plans after completing Government service to re-
sume employment, affiliation, or practice with your previous employer, business
firm, association, or organization.
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I would be likely to continue service with the Department of Veterans Affairs (or
anotlhﬁr Federal Agency) after Government Service as VA Under Secretary for
Health.

(c) What commitments, if any, have been made to you for employment after you
leave Federal service?

None.

(d) (If appointed for a term of specified duration) Do you intend to serve the full
term for which you have been appointed?

Yes.

(e) (If appointed for an indefinite period) Do you intend to serve until the next
Presidential election?

Term of appointment is for four (4) years.

19. Potential conflicts of interest:

(a) Describe any financial arrangements, deferred compensation agreements, or
other continuing financial, business, or professional dealings which you have with
business associates, clients, or customers who will be affected by policies which you
will influence in the position to which you have been nominated.

None.

(b) List any investments, obligations, liabilities, or other financial relationships
which constitute potential conflicts of interest with the position to which you have
been nominated.

None.

(c) Describe any business relationship, dealing, or financial transaction which you
have had during the last 5 years, whether for yourself, on behalf of a client, or act-
ing as an agent, that constitutes a potential conflict of interest with the position to
which you have been nominated.

None.

(d) Describe any lobbying activity during the past 10 years in which you have en-
gaged for the purpose of directly or indirectly influencing the passage, defeat; or
modification of any Federal legislation or for the purpose of affecting the adminis-
trat}&n and execution of Federal law or policy.

N

(e) Explain how you will resolve any potential conflict of interest that may be dis-
closed by your responses to the above items. (Please provide a copy of any trust or
other agreements involved.)

N/A

20. Testifying before the Congress:

(a) Do you agree to appear and testify before any duly constituted committee of
th%e{ Congress upon the request of such committee?

es.
(b) Do you agree to provide such information as is requested by such a committee?
Yes.

PoOST-HEARING QUESTIONS FROM SENATOR DANIEL K. AKAKA FOR JONATHAN B.
PERLIN, M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

Question 1. Networks are living under tough fiscal constraints. While many have
deficits, I understand that to date, none have asked for supplemental funds. What
is the reason for this?

Response: You are correct that networks and facilities are being challenged by
continued patient demand growth. However, most are gaining the efficiencies or tak-
ing the management actions required to operate within their allocated funding lev-
els while continuing to maintain the highest quality of care for those they serve.
To date, only one network has requested an adjustment to its funding level this fis-
cal year. The need for that adjustment is currently being analyzed by our Finance
Committee and VHA Office of Finance staff who will present a recommendation to
me very soon. One other network has been provided some additional funding due
to management and quality issues at a specific facility found to need immediate at-
tention.

Question 2. In your capacity as Acting Under Secretary for Health, you were re-
sponsible for the oversight of VA’s Research and Development program. What do
you plan to do to improve oversight of this vital segment of the Veterans Health
Administration?

Response: 1 expect to announce the appointment of a permanent Chief Research
and Development Officer (CRADO) very soon. I will work directly with the CRADO
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to assure that the research portfolio maintains its focus on veterancentric issues and
that the VA research program continues to be regarded as one of the best scientific
programs in the world. I have worked closely with the interim leadership to
strengthen the Office of Research and Development, and I expect to maintain the
same close relationship with the new leadership.

We have continued to improve our human subjects protection program. To date,
all chairs and members of Institutional Review Boards that oversee VA research
have received special training. An aggressive accreditation is underway and on
schedule. Presently half of all IRBs have received accreditation from the National
Committee on Quality Assurance - more than double the number of all other accred-
itations in the country. We have completed training for all board members for VA
Nonprofit Corporations that support research and education. The Nonprofit Over-
sight Board, which I chair, is creating an aggressive, new oversight program. I sup-
port a strong, yet reasonable, financial conflict of interest policy. A handbook is cur-
rently in final review, and I will monitor the progress of implementation and sup-
port the ORD leadership in taking appropriate action if conflicts of interest are iden-
tified. We must continue to make progress in establishing and maintaining high
standards for biosafety and biosecurity to protect employees and volunteers. I am
pleased that a new biosafety program is being implemented, and I expect to have
continuing discussions with ORD leadership about continuous improvement in these
areas.

The Office of Research Oversight (ORO) serves as the primary VHA office in ad-
vising me on all matters of research compliance and assurance for human subjects
protections, animal welfare, research safety and security, and research misconduct.
ORO promotes and enhances the responsible conduct of research in these areas in
conformance with laws, regulations, and policies. This office reports directly to me
and briefs me routinely and about any particular matters of concern in research
compliance. ORO manages its program of oversight through a variety of mecha-
nisms, which include the provision of assistance to VHA’s research community on
how to prevent and correct research noncompliance. ORO carries out “for cause” on-
site reviews and has recently launched a program to carry out routine site visits
to review compliance in each of the areas of research it oversees. In addition, ORO
has taken the lead in security/safety inspections for BSL-3 laboratories in the last
2 years. ORO also has begun quality assurance approach to help VHA facilities im-
prove compliance activities.

I should add, that no amount of oversight is effective or worthwhile unless the
quality of our science and our investigators is the highest possible. I will insist that
the projects conducted by VA investigators meet the highest standards of integrity
and scientific rigor and that the independence of our highly respected merit review
process is maintained. I am committed to and will work to protect this process.

Question 3. I am pleased that VA has directed appropriate attention to the issue
of returning service members, and the logistics of integrating them into the VA sys-
tem and back into society as seamlessly as possible. However, it has been difficult
to get a real assessment of what the current conflicts will mean for VA health care
in terms of both costs and new patient workload. Current data indicate that VHA
will see double the amount of new patients from Operations Iraqi and Enduring
Freedom. What are your thoughts on how VA will be able to absorb this influx, and
whether additional funding is necessary?

Response: 1 am confident that our FY 2005 budget and our FY 2006 budget re-
quest provide sufficient resources and capacity to address all their health care
needs. Meeting the comprehensive health care needs of returning OIF and OEF vet-
erans who choose to come to VA is one of the Department’s highest priorities.

Our latest data show that we have seen nearly 63,000 veterans of Operation Iraqi
Freedom (OIF) and Operation Enduring Freedom (OEF). In this context, we must
bear in mind that OEF veterans may have been seen by VA beginning in FY 2002,
and OIF veterans beginning in FY 2003. Therefore, the 63,000 number does not rep-
resent the workload of a single fiscal year. Nonetheless, simply for the sake of com-
parison, that number is approximately 1.5 percent of the 4.2 million unique patients
we have seen thus far in FY 2005 (as of January 31, 2005). Thus, the number we
have seen to date has been a very small percentage of our overall workload.

OIF and OEF veterans have sought VA health care for a wide-variety of physical
and psychological problems. The most common health problems have been musculo-
skeletal ailments (principally joint and back disorders) and diseases of the digestive
system, with teeth and gum problems predominating. No particular health problem
stands out among these veterans at present. The medical issues we have seen to
date are those we would expect to see in young, active, military populations. How-
ever, we will continue to monitor the health status of recent OIF and OEF veterans
to ensure that VA aligns its health care programs to meet their needs.
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Question 4. The Administration has made it clear that VA should predominantly
serve service-connected and indigent veterans. What is your view of this policy, and
do you believe that the system can survive seeing only that population?

Response: VA has an obligation to meet the health care needs of all enrolled vet-
erans in a timely manner and provide all the same high-quality health care. We will
continue to do that so long as I am Under Secretary for Health.

In a perfect world without resource constraints, we would welcome all veterans
to have access to our care. However, in a time of fiscal constraint, we must make
sure that it never falls short in meeting those with greatest need, including veterans
with service-connected disabilities, veterans whose incomes and other resources are
the most limited, veterans with special needs, and new combat veterans. Therefore,
we have found it necessary to make difficult decisions and have proposed cost-shar-
ing policies for Priority 7 and 8 enrollees as a means of balancing veteran demand
and available resources.

We believe that these policies are modest in their scope, and their impact limited.
We are currently projecting the loss of 1.1 million enrollees and 213,000 unique pa-
tients if these policies are implemented. However, even given these two proposals,
we are projecting 6.8 million enrollees and 5.2 million unique patients for FY 2006.
Moreover, Priority 7 and 8 enrollees who have no other health care options are ex-
pected to remain in the VA health care system.

Question 5. Have you had a chance to discuss the need for an annual enrollment
decision with the newly confirmed Secretary, Jim Nicholson? When do you antici-
pate Secretary Nicholson making this decision, and what has your role been in the
decision-making process?

Response: There have been no formal discussions with the Secretary about the FY
2006 enrollment decision. At this time we are in the initial stages of collecting and
analyzing FY 2006 enrollment and budget projections. We expect the Secretary to
make his decision toward the end of the current fiscal year. My role is essentially
two-fold. First, I oversee and provide direction to the staff of the Veterans Health
Administration (VHA) who are responsible with formulating the data on the basis
of which VHA’s formal recommendations will be made to the Secretary. Second, I
advilse.the Secretary and explain VHA’s recommendations based on our final data
analysis.

Question 6. There have been a number of reports and articles that have come out
recently citing VA as one of the nation’s leaders in quality of health care. It has
been broadly acknowledged that VA has made great strides in the past decade and
has become the model for large-scale health care delivery. How do you intend to get
the word out to service members and veterans alike about VA’s new status as a top-
notch health care system?

Response: VHA understands that our responsibility is to provide information on
the services we provide to veterans and their families; members of Congress; vet-
erans service organizations; state and community leaders, and others. We do seek
positive publicity for our organization and its accomplishments to insure that eligi-
ble veterans have a favorable impression of the care we provide so that they will
seek the care they may need; to support our recruitment efforts; and to foster pro-
fessional respect for our clinicians and other employees. Every VHA hospital has at
least one collateral duty or full time Public Affairs Officer; every network has a Pub-
lic Affairs Office; and four Central Office FTEE are dedicated to the Office of Com-
munications Management within the Office of Communications. All work closely
with VA’s senior communications organization, the Office of Public and Intergovern-
mental Affairs to identify publicity opportunities, develop new publicity vehicles,
and insure the Department speaks with one voice. As your question notes, a number
of news media outlets have recently cited VHA as a leader in quality health care;
many of those stories were generated by the efforts of VACO and facility Public Af-
fairs Officers. We expect to continue our level of effort in this area in the future;
hopefully with continued good results.

Question 7. As you know, GAO issued a report in February of this year that ques-
tioned VA’s capability to treat veterans with Post-Traumatic Stress Disorder. You
were quoted in one article as “taking exception” to GAO’s findings. GAO’s biggest
issue was that VA has lagged in implementation of the Advisory Committee on
PTSD’s recommendations. What has been done since this report was released to
move closer to the goals that GAO found were unmet? When will the Committee
receive the Mental Health Strategic Plan?

Response: 1 specifically referred to the narrow focus of the GAO report and my
concern that a conclusion could be misinterpreted and leave the impression that
globally, VA was providing sub-standard care for veterans with PTSD simply be-
cause there was incomplete implementation of the PTSD Committee’s recommenda-
tions. This impression is entirely erroneous.
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That said, however, I have met with the members of the Special Committee, and
we have agreed upon a plan of action that embodies the spirit and intent of the Ad-
visory Committee recommendations. The Co-Chairs of the Special Committee have
expressed their support for VA’s implementation of the Committee’s recommenda-
tions, and are now working in concert with VHA officials health to achieve the goals
identified by the Special Committee. The Committee chairs are in agreement that
?1%/1[ I—% 1:'t)he goals have been incorporated into VA’s Mental Health Strategic Plan

VI? continues to expand resources to improve the care for PTSD patients. For ex-
ample:

e In response to Public Law 108-170, VA has approved $5 million per year for
three years to establish new PTSD programs, and an additional $5 million per year
for three years for new OIF/OEF programs.

e VA is developing a plan to add new PTSD Clinical Teams (PCTs) throughout
the nation in areas of shortage.

e VA and DOD held a joint strategic planning meeting in March 2005 to coordi-
nate ways to bridge the gaps for soldiers needing PTSD and other mental health
care when they are separated from active duty.

On October 1, 2004, VA provided copies of the draft MHSP to the Veterans’ Af-
fairs Committees of the House and Senate. On November 18, 2005, the Secretary
approved the MHSP, subject to integration of its initiatives with the FY 2005 and
FY 2006 budgets. The integration process is nearly complete. It is my hope that we
will be able to provide the Committee a copy of the final Mental Health Strategic
Plan in the near future.

Question 8. How will you meet the nursing home care needs of veterans with seri-
ous mental illnesses, who typically cannot obtain that type of care in community
nursing homes or state veterans’ homes?

Response: We will continue to emphasize the provision of a spectrum of institu-
tional and non-institutional geriatric and extended care services to all enrolled vet-
erans, including those with serious mental illness. However, in a time of constrained
resources, we are proposing to restrict the provision of long-term maintenance nurs-
ing home care to our highest mission priority, serviceconnected disabled veterans
and those with special needs not generally met in the community, such as traumatic
brain injury or ventilator dependency. Patients with serious chronic mental illness
have also been identified as one of the special populations for whom VA would pro-
vide long-term maintenance nursing home care. We are projecting that there will
be adequate capacity to care for these patients now and in the future.

Question 9. Constituents of mine have raised the issue that fee basis care is no
longer being provided to veterans living on Molokai. Please provide me with a status
of the fee basis program on the island.

Response: My staff has confirmed with the Acting Director of the Pacific islands
Healthcare System that this is not true. There is a uniform fee basis policy for all
the neighbor islands, and there has been no change in policy for Molokai. The Act-
ing Director and his staff are not aware of any specific veteran complaint on this
issue, but would be happy to review and respond to any that may come to light.

Answer: 1 propose creating a committee of senior VA employees and medical
school deans to discuss how we will continue our partnership for many years into
the future.

Question 10. It has been reported to me that you recently convened a meeting
with representatives of the Association of American Medical Colleges (AAMC) to dis-
cuss affiliation relations. Please provide the Committee with a summary of these
discussions with AAMC and any conclusions you may have reached, or plan you
may be formulating, based on that meeting.

Answer: There was no meeting to discuss affiliation relations with AAMC. How-
ever, I do meet regularly with AAMC’s VA Liaison Committee as well as the Council
of Deans to discuss our relationship. The recurrent themes of these meetings related
to some of the tensions arising from IG audits of part-time physician time and at-
tendance and concerns about the new sole-source clinical service contract process.

Question 11. How will you encourage the non-veteran health care system to better
understand the VA health care system?

Answer: One of the most effective means of communicating our successes to the
public is through positive media. Recently, The Globe and Mail, a Canadian news-
paper published an article that carried the headline, “U.S. veterans’ health care
healed itself: So can our Medicare system”. It went on to say, “The U.S. Veterans
Health Administration is, by any measure, a remarkable success story, a tale of re-
vitalization the likes of which is rarely seen.” In January 2005 the Washington
Monthly magazine stated, “Today’s troops are headed into the country’s best health-
care system—the VA.” Additionally, the Institute for Healthcare Improvement (IHI)
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consistently cites the VA as the gold standard for patient safety. I do believe we
need to do a better job of explaining the importance of serving veterans to the many
clinicians who receive all or part of their training from our Department. I also be-
lieve we must share our many innovations, including the Electronic Health Record,
with others in health care. I am particularly excited about the partnership with the
Department of Health and Human Services to make a version of our electronic
health record (known for this purpose as VistA-Office EHR) available, especially to
rural and underserved areas.

Question 12. There has been a push, mostly from within VA, to encourage more
gﬁ(g)]ejr;ation and sharing agreements between VA and the Department of Defense

A. Vghat areas do you see as having the most potential for new sharing arrange-
ments?

Answer: Clinical activities when there are complementary needs have the greatest
potential for new sharing agreements. In addition, we have the goal, which I sup-
port, of having at lest 80 percent of our facilities become TRICARE Network pro-
viders, and each VISN has performance measures to support continued sharing be-
tween the Departments. There are over 250 separate sharing activities currently;
they range from shared specialty services, to shared capital equipment (e.g., MRI
& CT), to joint purchasing, to shared personnel management. At a national level,
the joint procurement activities that have been so successful in pharmacy are begin-
ning to be recapitulated in the area of medical-surgical supplies and capital equip-
ment acquisition; I believe that is an extremely promising area of work.

B. Vy)hat would you do to bring DOD to the table to bring about more sharing suc-
cesses?

Answer: VA and DOD already collaborate on several levels. Our framework con-
sists of the Joint Executive Council (JEC), the Health Executive Council (HEC), the
Joint Strategic Planning Committee and the Construction Planning Committee, and
is composed of senior leaders of both Departments. Our two Departments approved
an initial Joint Strategic Plan in 2003 and this year, we have updated the plan to
include specific performance metrics; a more strategic planning horizonl and a com-
mitment to link JSP goals and objectives to Department strategic plans. I believe
that we are on the verge of many sharing successes, and that the framework is cur-
rently in place to accomplish this.

C. I commend VA’s establishment of a permanent office to address the needs of
returning servicemembers. While many strides have been made to ensure a seam-
less transition from active duty to veteran status, more must be done to ease this
integration into the VA system and reintegration into society. What is your view of
the work that remains in this area, and how would you seek to accomplish a truly
seamless transition? What are your plans to combat the cultural issues that accom-
pany the transition to veteran status?

Answer: Veterans Health Administration must honor our returning heroes and
their families by providing them with care that is compassionate and dignified; and
by coordinating every possible service and support activity that may help improve
their functioning, and restore them to their rightful place in our society. VA has em-
braced the opportunity to serve these heroes by reinventing existing programs, cre-
ating outreach initiatives, enhancing specialized clinical care, and collaborating with
our DOD partners to share access to health records.

Our medical centers will do their best heal the wounds of combat veterans, and
our vet centers will support their readjustment efforts. We have an opportunity to
define VA, and VHA, for a new generation of veterans, and we will make the most
of that opportunity.

Question 13. The Administration’s FY06 budget request relies heavily on co-pay-
ments from veterans and collections from third-party insurance. VA is estimating
$2.1 billion in collections for fiscal year 2006, assuming the enactment of the policy
proposals included in the budget request.

A. What changes to the MCCF program do you envision to improve third-party
collections?

Answer: Recently, we have automated a number of critical revenue processes
which have dramatically improved collections. These include electronic insurance
identification; electronic claims generation capabilities; electronic receipt of third
party insurance remittance advices and associated payments; a lockbox to automati-
cally apply payments from veterans to co-payment charges; an electronic remittance
advice to accurately identify deductible/coinsurance amounts that Medicare supple-
mental insurers calculate to determine reimbursement to VA; and electronic docu-
mentation templates. In the future, we will improve our collections by creating con-
solidated patient accounting centers (CPAC’s), which are designed to gain economies
of scale by regionally consolidating key business functions; and to implement an in-



28

dustry proven Patient Financial Services System (PFSS) that will yield dramatic im-
provements in both the timeliness and quality of claims and collections.

B. VA cannot charge a co-payment that is more than the cost of medication. To
justify the proposed $15 prescription co-payment, VA included a myriad of adminis-
trative costs. Do you feel that this charge is appropriate for over-the-counter medica-
tions such as aspirins, vitamins, and cough syrup?

Answer: VHA does not have the business processes and computer programs in
place to implement a “tiered” co-pay for pharmaceuticals. That is something we may
be able to implement in the future. In the meantime, the existing co-pay structure
is a reasonable approach.

C. If confirmed, would you recommend that the $15 co-payment amount be in-
creased in the future?

Answer: One of the ways in which VA balances veteran demand and available re-
sources is through cost-sharing policies such as the existing co-payment of $7 for
a 30-day supply of medications. I believe that this balance should continue to be
looked at in the future and co-payments adjusted thoughtfully.

D. What is your view of contracting out portions of the MCCF collection effort?
Recently, companies that employ electronic appeals software, among other innova-
tions, have revolutionized the way funds that are owed to VA can be recovered. Will
you continue to pursue the use of these alternative methods for collections?

Answer: Absolutely. We will continue to pursue all available means to improve our
revenue cycle performance success.

Question 14. Do you believe that the VistA system is still able to meet the clinical
and administrative needs of VHA?

Answer: VHA has used our pioneering VistA electronic health record systems for
more than a decade. It provides an integrated record covering all aspects of patient
care and treatment, and maintains records on five million eligible veterans who
have chosen to receive their health care from our Department. We are proud to lead
the health care industry in the use of information technology, and fully believe that
there is no better or more comprehensive health care software in the world.

While there is no better system today for supporting clinical needs, VistA must
be improved in its ability to support administrative needs. The “rehosting” efforts
will allow VistA functions to become the next generation “HealtheVet” system,
which will allow easier programming, and support better administrative data and
appropriate data sharing (especially, the ability to incorporate electronic health data
from DOD, as those data come online).

Question 15. What are your views on CoreFLS and how VA managed this large-
scale contract?

Answer: VistA works for VHA because end users (clinicians) were engaged in its
development process. I believe that CoreFLS did not work for VA because the end
State was not well defined, and the end users were not adequately involved in the
process. Absence of “business owner” participation doomed the computerized medical
record recently installed in Cedars-Sinai. The relationship of business owner en-
gagement and success is well-recognized.

Question 16. The Committee understands that several clinics have stopped seeing
new patients because of fiscal constraints. Please provide detail on any such changes
in any of the networks, including overall guidance VA Headquarters is providing on
this issue.

Answer: VA has guidelines for Community Based Outpatient Clinics (CBOCs) to
assure productivity, high quality, and access. Our guidelines to ensure quality care
at CBOCs include setting a ceiling of 1,200 patients per primary care provider, and
insuring that proper support resources are provided in sufficient quantity, such as
examination rooms. This helps us to provide timely and high quality care to vet-
erans at our CBOCs. CBOCs are an integral part of our strategy of insuring that
care for veterans is provided in the most appropriate environment, and has reduced
hospital use by providing care in outpatient clinics. In the last 4 years, we have in-
creased the number of CBOCs by 91. The CARES decision called for the develop-
ment of 156 new CBOCs, pending the availability of financial resources and the val-
idation of their need with the most current data available. I believe that they are
a vital part of VHA’s future ability to care for veterans. Some CBOCs are contracted
on a “capitated” basis—that is, the contractor is paid a flat rate for each patient.
When a contract has achieved its budgeted level, VHA may limit new enrollment.

Question 17. A couple of years ago, Committee staff found grave inconsistencies
in access to mental health services at clinics within the VA health care system. How
do you plan to improve the availability of mental health services at CBOCs across
the country? Please also describe the management of these clinics, for example, the
process you use to evaluate and renew contracts for CBOC providers.
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Answer: VHA’s goal in mental health is to support the six goals of the President’s
New Freedom Commission for transforming Mental Health Care in America. The
plan provides special attention to the needs of seriously mentally ill veterans and
veterans with PTSD. My highest priority in this area is to increase access to behav-
ioral health services, and to reduce disparity to such access. Today, 71 percent of
our CBOCs provide direct access to Mental Health services, and all of our CBOCs
are able to refer cases to our medical centers.

CBOC contracts are typically awarded for 1 year with an option for four 1-year
renewal. Before any contract renewal, facilities review contract terms and conduct
analyses regarding in house capabilities and cost benefit. The results may support
a decision to renew the contract or cancel. At contract expiration, an analysis is
done to determine their own internal capabilities and the benefits of continuing to
use contracts. If a contract model is recommended, a new open solicitation is issued.
The care provided to patients at contract CBOCs must meet the same quality stand-
ards as care provided in VA facilities.

Question 18. Non-physician providers are critical to the VA health care system.
Please describe what you see as the future role within VA for non-physician pro-
viders, such as physician assistants and advanced nurse practitioners.

Answer: Non-physician providers are critical, not only to VHA, but to the entire
health care system. VA will continue to be a leader in providing opportunities for
physician assistants and nurse practitioners. We have been approached by profes-
sional organizations to serve as a model not only for collaborative practice, but also
for collaborative practice education, and we will do so. Collaborative practice, involv-
ing non-physician providers is seen as the model for successful future health care.

Question 19. Last year, Congress passed legislation that completely restructured
the physician and dentist pay structure. This was done mainly in response to the
fact that VA was forced to enter into high dollar scarce medical contracts for the
provision of certain specialty services at facilities where VA could not recruit full-
time doctors in those areas. Please describe any other recruitment and retention
problems involving health care personnel you have encountered within the VA
health care system.

A. Do you think the changes that have been made to the pay structure will help
solve the problems VA has been facing?

Answer: The new legislation for physician and dentist pay is effective January
2006. VA is working aggressively and is confident policies and procedures will be
in place to take full advantage of opportunities included in this legislation. The new
pay structure will allow us to create pay ranges designed to recruit and retain the
many different specialties and assignments in our VA system. We can also use the
new pay flexibilities to parallel community standards and attract scarce specialty
resources.

B. What more would you suggest needs to be done to respond to these difficulties?

Answer: Continuing recruitment and retention problems involving our health care
personnel include the following:

a. The need for expanded authority under Title 38 to hire additional positions that
are critical to the support of our health care professionals. These include Nursing
Assistants, Medical Clerks, Medical Technicians, Health Technicians and Food Serv-
ice Workers.

b. The ability to hire a limited number of annuitants without an offset to their
retirement. VA loses these incredible resources to our competitors when they retire.
VA could reduce costs by being able to utilize these fully trained and seasoned staff
to bridge between vacancies, extended absences, etc. Staff would feel more valuable
and have a better transition into their retirement.

Question 20. VA recently issued new procedures to address reported flaws and
begin strengthening your timekeeping system. Please describe to the Committee the
state of implementation of the new timekeeping system for part-time VA physicians.

Answer: The part-time physician time and attendance pilot eliminates core hours
for those part time physicians on adjustable work hours. Each physician signs an
agreement for the number of hours they will work during the year. They will be
paid in equal amounts each pay period. The hours they actually work will be nego-
tiated with their supervisors prior to each pay period based on VA needs. At the
end of their agreement, reconciliation will take place for those hours that were
worked in excess or below the agreement.

The physician time and attendance policy was manually piloted from October
2004 through January 2005. In January 2005, the Alpha test on these new proce-
dures was initiated and concluded at the end of March when the next phase was
implemented.

The beta testing for the electronic time will be completed April 8, 2004. The na-
tional release of this new Electronic Time and Attendance (ETA) software to support
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the time and attendance for part time physicians for adjustable work hours will be
April 27, 2005. All facilities have 30-days to load the software into their systems.
The policy supporting the new software is targeted for release for mid-May. In addi-
tion a draft of this new directive and handbook is in final review with a targeted
date of mid-May 2005.

Question 21. Dr. Perlin, you once served as a part-time VA physician while prac-
ticing at the Medical College of Virginia, its academic health center, and the
McGuire VA Medical Center in Richmond.

A. What are your personal reflections on practicing in a mixed environment, in
particular in reference to apportioning and accounting for your professional time in
VA versus your attending responsibilities at the other facility, as well as for any
teachinﬁr)or research responsibilities you may have had, whether at the University
or at VA?

Answer: Like most of my colleagues, I worked 60-plus hour weeks as an attending
physician when I was in Richmond. I had scheduled times when I was at VA, sched-
uled times when I was at MCV, and scheduled times when I discharged my teaching
responsibilities. There were times when I had “ward attending physician” duties at
VA, and during those periods, I spent 30 consecutive days caring for VA inpatients.
My other responsibilities were adjusted accordingly. I regularly juggled my respon-
sibilities as a physician; a teacher; and a researcher; but I always understood that
whatever I did revolved around my most important mission: to provide the best pos-
sible care I could to the patients I was responsible for.

B. Assuming you were currently practicing in the MCV-VA McGuire environment,
how would the new approach to part-time timekeeping affect your working condi-
tions of a joint faculty member, a department head, or staff physician?

Answer: The new timekeeping concept that VHA is currently developing and will
be implementing provides a much more rational basis for the distribution of a physi-
cian’s time than the old Core Hours doctrine, which often required physicians to be
present when they were not needed; and caused them not to be present when they
were needed in order to be technically compliant with the regulations.

C. Did your personal experience in Richmond help inform VHA’s new policies on
part-time physician timekeeping; and if so, in what manner?

Answer: Yes, it did, by instilling in me the firm belief that there had to be a bet-
ter, and more rational, way to manage my time and that of others.

D. You recently wrote the deans of the 107 medical schools with which VA is af-
filiated on the topic of part-time physician’s time-and-attendance matter. Please pro-
vide the Committee the content of that letter and explain your approach to the
schools, your assessment of whether your effort was successful, and any further
steps you intend to take in this regard.

Answer: In short, my letter expressed the concept that improper supervision put
three lives at risk, not one-the patient, the trainee, and the trainee’s supervisor. I
used that concept to explain to the deans why we needed to change our existing sys-
tem. I was quite surprised that the only letters I received in response were letters
of thanks, agreeing that not only did the existing system fail our patients, but also
the ethical responsibilities we had to ensure the proper training of medical school
students.

Question 22. The Inspector General reviewed VHA’s policies in contracting for spe-
cialty services in the affiliated environment. VHA has been criticized for often rely-
ing on sole source methods to procure clinical services, often from practitioners asso-
ciated with VA-affiliated schools of medicine and their academic health centers. The
IG has specifically recommended using competition to gain VHA a better business
advantage in obtaining scarce and highly specialized health care practitioners to
care for veterans. What views do you hold on these matters of contracting policy,
and what are your plans as Under Secretary to manage such specialty contracting?

Answer: While we should always strive for competition to get the best business
propositions for veterans in our contracting activities, sole source procurements of
clinical services from VA affiliates often offer value and extend our capability to
work with outstanding health care residents and fellows. Fellows are clinicians who
could practice independently in particular specialties, but are continuing in addi-
tional training for periods of one to 7 years. Consequently, they are highly skilled
in advanced practice in medical areas like interventional cardiology, interventional
radiology and the surgical subspecialties, like cardio-thoracic or neurosurgery.

I am concerned that limiting our ability to do sole source contracting will keep
us from obtaining highly skilled residents and fellows as well as top notch faculty.
This will make it impossible for VA to serve veterans properly because of the overall
loss of productivity from the imminent absence of fellows and residents because a
low-bid procurement effectively severed supervisory faculty from their appointed
roles and required residents and fellows to go elsewhere for appropriate supervision.
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In implementing the IG’s recommendations, we will have to weigh all factors includ-
ing this one.

Question 23. Your immediate predecessor informed the Committee that VHA in-
tended to address high-cost contract specialty services partly by reforming VA physi-
cian compensation policy. In response, Congress enacted Public Law 108-445, which
gives VA wide latitude to establish market-sensitive physician compensation rates,
along with a significantly higher salary cap, and new incentives for performance
pay.

A. What is the status of implementation of the reform in VA’s physician com-
pensation system?

Answer: The legislation provided for an effective date of January 8, 2006. In order
to assure VHA has policy and procedure in place, we have convened a core work
group to oversee the myriad of details and consultation required to effectively imple-
ment this legislation. Currently, the policy and procedures are in their final draft.
General Counsel will be responding to this policy by April 21, 2005. We have pur-
chased available pay publications and finalizing the appointment of Executive and
Steering Committees. Our timeline of events provides for having recommended pay
ranges to the Secretary for consideration by September 2005. We must publicize the
approved pay ranges for 60 days in the Federal Register. VHA expects to conduct
training to the field during the 60 day notice period, and be ready to effect the new
pay system on January 8, 2006. The policy also requires that all physicians and den-
tists have their initial review completed by the appropriate Physician and Dentist
Pay Compensation Panel by no later than May 14, 2006.

B. What are your views on the potential of the new compensation authority to in-
fluence VA’s performance in attracting new specialty physicians to full-time VA em-
ployment?

Answer: The new legislation provides broad authority to address pay com-
parability in a number of ways, including geographic needs, individual expertise,
scarce specialties and the ability to recruit physicians and dentists for complex as-
signments.

VHA views this new pay system as a significant enhancement to our ability to
attract new specialty physician to full time employment.

Question 24. In the past, VA has had increasing difficulty recruiting and retaining
an adequate number of high quality nurses. Please describe what you see as the
current role of nurses in the VA health care system, and how that might change,
if at all, over the next 20 years.

Answer: America’s veterans deserve the best treatment our Nation can provide.
Nurses are central to our mission to provide them with safe, high quality and com-
passionate care. I believe that VHA has done an outstanding job of recruiting many
of the best nurses our nation’s nursing schools provide, and of retaining a cadre of
experienced and competent nurses. In the next 20 years, VHA will need to maintain
and expand our nursing staffs as the number of veterans increase. We must, as the
National Commission on VA Nursing explained, actively address those factors
known to affect the retention of nurses: leadership, professional development; work
environment; respect and recognition; and fair compensation. We must also develop
and test technology and actively embrace research leading to the creation of new
nursing roles that complement innovations in health care. Among the actions we
must take, or have taken, are making the facility nurse executives members of the
executive body at VISNs and facilities; engaging experts to evaluate and redesign
nursing work processes; more aggressively recruiting for the best and brightest
nursing school graduates; and creating new affiliations with schools for advanced
degree nurses, baccalaureate nurses, and also with associate degree programs.

Question 25. As you are in a unique position to know, the VA research and devel-
opment program not only makes a major contribution to our national effort to com-
bat disease, but also serves to maintain a high quality of care for veterans through
its impact on physician recruitment and retention.

A. Fiscal growth in this program, however, has slowed to nearly a flat line, and
average award amounts have also declined. During the first 4-year term of this
President, only minimal increases in the research account were proposed in budgets.
Sadly, Congress has acted only marginally to change that trend, as opposed to what
has been done for the National Institutes of Health and other Federal research ac-
tivities. The flat budgetary environment in VA research has a consequence in delay-
ing funding for, or preventing altogether, good research proposals from being fund-
ed. VA’s average “pay line” for awards to principal investigators is reportedly down
to a scant 15 percent of submitted proposals. Five years ago, it was double that
level.
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i) Can you explain why the pay line has dropped out of proportion to the overall
funding available for VA research, and provide the reasons average award amounts
have declined?

Answer: Paylines have dropped though not necessarily in a manner dispropor-
tionate to overall funding for VA research. Only about 20 percent of the current Re-
search and Development (R&D) budget is available for new awards in an average
year because of recurring and out-year commitments for grants, centers and career
development awards. The VA Office of Research and Development (ORD) is
transitioning to shorter durations of awards and conducting competitive reviews of
all centers to assure that a higher percentage of funding is available annually for
new awards. The goal is to achieve a workable balance among the competing needs
for research and continue to fund new projects at a comparable rate as has hap-
pened previously.

ii) Given our concerns about the status of VA’s affiliations, our new policy on part-
time physicians and the stringent reviews of scarce medical specialist contracting,
what are your concerns as Under Secretary, if confirmed, about the present finan-
cial condition of VA research?

Answer: A successful and vibrant research program is critical to the health of af-
filiations with our academic partners. The VA Office of Research and Development
(ORD) presently supports nearly 3000 clinician investigators, many of whom forgo
higher salaries available in other settings because they value participation in VA
research. Not only do these investigators make important contributions to advancing
medical knowledge and improving health care for veterans, they also provide out-
standing, direct medical care to veterans and serve as the educators for the next
generation of health care providers.

For nearly 50 years, the close and mutually beneficial relationship between VA
medical centers and their academic affiliates has enhanced patient care, teaching
and research. Almost uniformly, part-time VA physicians have more than fulfilled
their commitments in terms of time and effort devoted to VA. It has always been
essential for clinicians to be flexible in responding to the complex and changing de-
mands of patient care, research and teaching. Recent efforts to impose more rigid
constraints on clinicians’ scheduling threatens to undermine that flexibility, and un-
dermines their ability to fulfill those commitments.

iii) What are your views on the importance of VA research compared to funding
for services?

Answer: Research is an integral part of providing exceptional health care to vet-
erans. The VA Research program is unique among Federal research entities. Rather
than funding investigators or programs that are divorced from clinical care or that
are outside of the department, institute, or agency, VA’s research program is intra-
mural. Only VA investigators are funded to conduct research. The clinicians who are
most familiar with the health care needs of the veteran population are also the sci-
entists who submit research proposals, manage the projects, and publish the results.
In fact, more than 80 percent of VA’s researchers are physicians, nurses, and other
professionals who provide patient care. This unique combination of clinician-re-
searcher provides the direct connection to clinical care and the health care needs
of veterans. VA is committed to evidence-based medical care and VA’s research pro-
gram is committed to providing the evidence for the best practice of medical care.

iv) What can be done to combat the chronic under-funding of the VA research pro-

am?

Answer: The VA Office of Research and Development (ORD) continues to make
significant contributions to the health care of veterans, and the program enjoys the
full support of the Department. As priorities for VA change and as new scientific
developments emerge, VA ORD must continue to review research priorities in rela-
tion to the evolving needs of veteran patients.

It is also important for VA ORD to closely manage and leverage its resources. To
assure adequate funding is available each year for new projects, especially to meet
newly identified veteran-centric needs, VA is transitioning to shorter durations of
awards and conducting competitive reviews of all research centers.

VA ORD is strengthening its partnerships within VHA, other Federal agencies,
as well as academic affiliates and the non-profit sector to leverage the funding as
efficiently as possible.

v) How do you think VA should allocate its limited research funds among the gen-
eral areas of basic, applied clinical, and health services research.

Answer: As an intramural program, the VA Office of Research and Development
(ORD) has a clear responsibility to assure that sponsored research addresses the
needs of veterans who seek care from VA. The quality of the research and relevance
to the veteran population remain the determining factors in deciding what studies
to fund. Rather than focus on numerical percentage allocation of research funds for
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each Service, the goal is to be sure that the funded projects meet stringent stand-
ards for scientific rigor and match the current needs of veterans. Priorities change
as needs change.

Examples of VA’s efforts to allocate according to the needs of veterans, rather
than an apportionment among Services, are the recent solicitations for proposals in-
volving deployment health including rehabilitation and prosthetics, mental health,
and poly trauma projects.

B. One of VA’s hallmarks is the sheltering of “bench to bedside” research. VA clin-
ical practitioners and physician-scholars serve as principal investigators in VA- and
NIH-funded research projects. They have the ability and the means to apply results
of their own and colleagues’ research in the clinical arm of the institution that hus-
bands both activities. This unique setting has served VA well as a powerful recruit-
ment and retention incentive, while elevating the standard of care to veterans.

i) Recognizing that designating time for clinician investigators to conduct research
and providing them with adequate infrastructure are continuing problems in VA,
would you support addressing this by administering investigator salaries and facili-
ties operation costs centrally, in a manner similar to that used by NIB, to ensure
that VA-funded investigators have adequate time and resources to conduct research?

Answer: In all parts of the health care sector, including VA, pressures to increase
clinical productivity have risen. In some cases, this has eroded time available for
clinicians to perform research. Because the VA research program is exclusively in-
tramural, it has permitted a different approach to funding investigator time than
used by other granting agencies such as NIH. Provision of salary support to inves-
tigators through the VERA research allocation is intended to enable clinician inves-
tigators to balance clinical and research responsibilities and to provide flexibility.
This issue is being addressed by the VHA National Leadership Board, Health Sys-
tems Committee and a task force has recently been approved to describe how VERA
research funds are being utilized and to outline a set of best practices. At the
present, we believe this approach is preferable to transferring VERA research funds
to the research appropriation.

Question 25. As you are in a unique position to know, the VA research and devel-
opment program not only makes a major contribution to our national effort to com-
bat disease, but also serves to maintain a high quality of care for veterans through
its impact on physician recruitment and retention.

A. Fiscal growth in this program, however, has slowed to nearly a flat line, and
average award amounts have also declined. During the first 4-year term of this
President, only minimal increases in the research account were proposed in budgets.
Sadly, Congress has acted only marginally to change that trend, as opposed to what
has been done for the National Institutes of Health and other Federal research ac-
tivities. The flat budgetary environment in VA research has a consequence in delay-
ing funding for, or preventing altogether, good research proposals from being fund-
ed. VA’s average “pay line” for awards to principal investigators is reportedly down
ico a1 scant 15 percent of submitted proposals. Five years ago, it was double that
evel.

i) Can you explain why the pay line has dropped out of proportion to the overall
funding available for VA research, and provide the reasons average award amounts
have declined?

Answer: Paylines have dropped though not necessarily in a manner dispropor-
tionate to overall funding for VA research. Only about 20 percent of the current Re-
search and Development (R&D) budget is available for new awards in an average
year because of recurring and out-year commitments for grants, centers and career
development awards. The VA Office of Research and Development (ORD) is
transitioning to shorter durations of awards and conducting competitive reviews of
all centers to assure that a higher percentage of funding is available annually for
new awards. The goal is to achieve a workable balance among the competing needs
for research and continue to fund new projects at a comparable rate as has hap-
pened previously.

ii) Given our concerns about the status of VA’s affiliations, our new policy on part-
time physicians and the stringent reviews of scarce medical specialist contracting,
what are your concerns as Under Secretary, if confirmed, about the present finan-
cial condition of VA research?

Answer: A successful and vibrant research program is critical to the health of af-
filiations with our academic partners. The VA Office of Research and Development
(ORD) presently supports nearly 3000 clinician investigators, many of whom forgo
higher salaries available in other settings because they value participation in VA
research. Not only do these investigators make important contributions to advancing
medical knowledge and improving health care for veterans, they also provide out-
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standing, direct medical care to veterans and serve as the educators for the next
generation of health care providers.

For nearly 50 years, the close and mutually beneficial relationship between VA
medical centers and their academic affiliates has enhanced patient care, teaching
and research. Almost uniformly, part-time VA physicians have more than fulfilled
their commitments in terms of time and effort devoted to VA. It has always been
essential for clinicians to be flexible in responding to the complex and changing de-
mands of patient care, research and teaching. Recent efforts to impose more rigid
constraints on clinicians’ scheduling threatens to undermine that flexibility, and un-
dermines their ability to fulfill those commitments.

iii) What are your views on the importance of VA research compared to funding
for services?

Answer: Research is an integral part of providing exceptional health care to vet-
erans. The VA Research program is unique among Federal research entities. Rather
than funding investigators or programs that are divorced from clinical care or that
are outside of the department, institute, or agency, VA’s research program is intra-
mural. Only VA investigators are funded to conduct research. The clinicians who are
most familiar with the health care needs of the veteran population are also the sci-
entists who submit research proposals, manage the projects, and publish the results.
In fact, more than 80 percent of VA’s researchers are physicians, nurses, and other
professionals who provide patient care. This unique combination of clinician-re-
searcher provides the direct connection to clinical care and the health care needs
of veterans. VA is committed to evidence-based medical care and VA’s research pro-
gram is committed to providing the evidence for the best practice of medical care.

iv) ;Nhat can be done to combat the chronic under-funding of the VA research pro-
gram?

Answer: The VA Office of Research and Development (ORD) continues to make
significant contributions to the health care of veterans, and the program enjoys the
full support of the Department. As priorities for VA change and as new scientific
developments emerge, VA ORD must continue to review research priorities in rela-
tion to the evolving needs of veteran patients.

It is also important for VA ORD to closely manage and leverage its resources. To
assure adequate funding is available each year for new projects, especially to meet
newly identified veteran-centric needs, VA is transitioning to shorter durations of
awards and conducting competitive reviews of all research centers.

VA ORD is strengthening its partnerships within VHA, other Federal agencies,
as well as academic affiliates and the non-profit sector to leverage the funding as
efficiently as possible.

v) How do you think VA should allocate its limited research funds among the gen-
eral areas of basic, applied clinical, and health services research.

Answer: As an intramural program, the VA Office of Research and Development
(ORD) has a clear responsibility to assure that sponsored research addresses the
needs of veterans who seek care from VA. The quality of the research and relevance
to the veteran population remain the determining factors in deciding what studies
to fund. Rather than focus on numerical percentage allocation of research funds for
each Service, the goal is to be sure that the funded projects meet stringent stand-
ards for scientific rigor and match the current needs of veterans. Priorities change
as needs change.

Examples of VA’s efforts to allocate according to the needs of veterans, rather
than an apportionment among Services, are the recent solicitations for proposals in-
volving deployment health including rehabilitation and prosthetics, mental health,
and poly trauma projects.

B. One of VA’s hallmarks is the sheltering of “bench to bedside” research. VA clin-
ical practitioners and physician-scholars serve as principal investigators in VA- and
NIH-funded research projects. They have the ability and the means to apply results
of their own and colleagues’ research in the clinical arm of the institution that hus-
bands both activities. This unique setting has served VA well as a powerful recruit-
ment and retention incentive, while elevating the standard of care to veterans.

i) Recognizing that designating time for clinician investigators to conduct research
and providing them with adequate infrastructure are continuing problems in VA,
would you support addressing this by administering investigator salaries and facili-
ties operation costs centrally, in a manner similar to that used by NIB, to ensure
that VA-funded investigators have adequate time and resources to conduct research?

Answer: In all parts of the health care sector, including VA, pressures to increase
clinical productivity have risen. In some cases, this has eroded time available for
clinicians to perform research. Because the VA research program is exclusively in-
tramural, it has permitted a different approach to funding investigator time than
used by other granting agencies such as NIH. Provision of salary support to inves-
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tigators through the VERA research allocation is intended to enable clinician inves-
tigators to balance clinical and research responsibilities and to provide flexibility.
This issue is being addressed by the VHA National Leadership Board, Health Sys-
tems Committee and a task force has recently been approved to describe how VERA
research funds are being utilized and to outline a set of best practices. At the
present, we believe this approach is preferable to transferring VERA research funds
to the research appropriation.

POST-HEARING QUESTIONS FROM SENATOR ARLEN SPECTER FOR JONATHAN B.
PERLIN, M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

Question 1. In view of the fact that diabetes is the third largest bill for the VA
and that 1.1 million veterans have been stricken with diabetes, what is the VA sys-
tem doing in the area of preventative care for diabetes patients? What is the VA
system doing to curb diabetic ulcerations resulting from improper footwear? Has the
VA looked at the economic advantages of centrally ordering diabetic shoes? Is the
VA using the latest technology in developing its diabetic shoes? If so, what is it?
Walter Reed, Bethesda Naval Hospital, and the NIH are using the latest technology
in their diabetic shoes. Has the VA consulted with them?

Response: Clinical problems associated with the diabetic foot have been a concern
of VHA for a number of years. VA sets the standard for overall health status moni-
toring of patients with diabetes, providing near-universal preventive care through
blood glucose monitoring and follow-up. VA podiatric care for veterans with diabetes
is provided by highly competent professionals with access to the latest technology
and techniques, thanks to a vibrant academic partnership with schools of podiatric
medicine.

Proper prescriptions, appropriate footwear and prevention are the keystones to
quality foot care. VA purchases shoes, whether from national contracts or individual
orders, only from companies that use the most advanced materials for shock absorp-
tion, accommodation, and fit. New technologies for taking images of the foot in order
to fabricate orthotics or inserts for shoes are in use at many VA podiatry services.
VA is currently reviewing and evaluating the option of a national contract for the
purchase of both therapeutic shoes (including depth shoes) and custom molded
shoes. These factors—quality, cost, and access to the latest technologies—will be
used from an evidence-based perspective for the standards and criteria which will
be used to evaluate shoe manufacturers.

Question 2. Israel has expertise in handling veterans’ issues due to its require-
ment that all Israelis serve in its military. They have dealt with a number of the
same issues that confront our veterans returning home from Iraq and Afghanistan.
I know that Israel is interested in working with us to collectively work to address
these issues. Would you consider forming a working group including members of the
Veterans Health Administration and officials, clinicians, and researchers of the
Israeli Ministry of Defense for a collaborative research effort in various areas in-
cluding post-traumatic stress disorder, virtual reality rehabilitation for motor recov-
ery and ambulatory training for veterans with prosthetic limbs, robotic rehabilita-
tion trials for neurological impaired and for veterans with limb loss, and other
issues confronting both the United States and Israel?

Response: VA recognizes the importance of conducting cutting edge research that
advances knowledge about the problems affecting veterans returning home from
Iraq and Afghanistan. For example, in FY 2004 VA spent over $5 million for 34
projects related to diagnosis and management of PTSD, including virtual reality
therapy. VA is funding additional studies in FY 2005, several of which are being
conducted in collaboration with the Department of Defense.

VA’s Office of Research and Development collaborates with many entities regu-
larly on scientifically meritorious research focused on the high priority health care
needs of veterans. These collaborations are always accomplished through VA’s intra-
mural program after careful review of scientific merit, clinical relevance, ethics, and
investigator productivity. Unlike agencies such as the National Institutes of Health,
VA does not have statutory authority to make research grants to colleges and uni-
versities, cities, states, or any other non-VA entity. Rather, VA’s research funding
is available only to those researchers who are primarily employed by VA.

To initiate a collaborative project, an investigator affiliated with a VA medical fa-
cility would need to submit a formal research proposal and provide information
about any proposed partnerships. Then, either a standing committee chartered
under the Federal Advisory Committee Act (FACA) or a special non-FACA panel
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with appropriate scientific and research expertise would review the proposal for sci-
entific merit, clinical relevance, ethics, and other administrative issues such as
budget and investigator productivity. Each proposal receives a priority score based
on a number of factors including significance (e.g., plausibility, originality, possi-
bility of results); approach (e.g., valid study design, state-of-the-art methodology,
proper study subjects, appropriate analysis of data)” feasibility (suitable background
of investigators and facility resources), and ethical and safety issues.

VA would be happy to review proposals for collaborative projects with Israel if the
research proposal meets the statutory and regulatory authorities for VA’s research
program.

POST-HEARING QUESTIONS FROM SENATOR JOHN D. ROCKEFELLER IV FOR JONATHAN
B. PERLIN, M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

Question 1. In January of 2003, your predecessor Dr. Roswell testified before Con-
gress that, in a typical year, VA requires a 13 or 14 percent annual increase in
funding to care for veterans seeking VA medical care. Do you agree with his assess-
ment? If not, why not?

Response: The President’s 2006 budget request includes budgetary resources of
$30.7 billion (including $750 million for construction and $2.6 billion in collections)
(includes proposed policies) for the medical care program, an increase of 2.5 percent
over the enacted level for 2005 to meet actuarially projected demand for health care
services. If the policies proposed with the budget are accepted and implemented, the
resources requested will be sufficient.

Question 2. In March of 2005, the Congressional Budget Office (CBO) examined
the potential budgetary implications of meeting the demands of veterans’ health
care through the year 2025, assuming that the per capita health care costs would
grow by 6.1 percent in 2006 in nominal terms and fall to 4.2 percent in 2025. Do
you believe that VA will be able to sustain its current health care system for current
and future veterans using CBO’s health care costs projections?

Response: Forecasting resource needs 20 years into the future is very risky at best
and pure speculation at worst. In the past, however, both the President and Con-
gress have ensured that sufficient resources were made available to provide the high
quality of care that VA has become renowned for. Based upon historical precedent,
therefore, I strongly believe and am confident that both future Presidents and Con-
gress will continue to work together to ensure that our nation’s veterans receive the
appropriate level of health care.

Question 3. With the current enrollment decision restricting the enrollment of Pri-
ority Group 8 veterans, do you believe Veterans Health Administration has the crit-
ical mass of patients it needs to provide a full continuum of high quality medical
care now and in the future?

Response: Yes. The VHA health care demand model, which is produced by a pri-
vate sector health care actuarial firm, provides VA with the data needed to assess
the concept of critical mass. For any enrollment policy scenario, the actuarial model
can project future veteran enrollment and health care service utilization for over 50
health care services.

Because the actuarial model projects that enrollment in Priorities 1-7 will grow
from 5.51 million in FY 2004 to 5.99 million in FY 2015, the suspension of enroll-
ment in Priority 8 is expected to cause only a small decrease in total enrollment
and veteran patients by FY 201115. In FY 2004, 4.54 million veterans used VA
health care, and 4.47 million are projected to be patients in FY 2015. (These projec-
tions do not assume the implementation of the $250 annual enrollment fee proposed
in the FY 2006 Budget.)

Question 4. What are your thoughts on providing direct spending (mandatory
funding) for Priority Groups 1-6?

Response: At present, VA is considering H.R. 515, a “mandatory” funding bill re-
cently introduced by Congressman Evans. We have recently completed our analysis
of this legislation and are in the process of preparation of a formal response. The
Administration has in the past opposed such legislation, as articulated, for example,
by the Deputy Secretary in his testimony before the Senate Veterans’ Affairs Com-
mittee on June 22, 2004.

Question 5. What is the rate of enrollment into VA medical care of veterans from
Afghanistan and Iraq, including National Guard and Reserves?

Response: On the basis of the latest roster of veterans from Operation Iraqi Free-
dom and Operation Enduring Freedom, we have identified approximately 289,600
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veterans. Of these, approximately 63,000 (22 percent) have sought health care in
VA. Active duty veterans accounted for 27,800 of these patients, and Reserve/Na-
tional Guard members have accounted for 35,200.

Question 6. How has the funding and the staffing for Vet Centers changed since
2001 to provide for the veterans from Afghanistan and Iraq, including National
Guard and Reserves?

Response: The Vet Center program operating budget for FY 2001 was $76.7 mil-
lion. This amount covered the cost of 206 community-based Vet Centers and 943
staff. The budget for FY 2005 is $89.3 million. In February 2004 I authorized a Vet
Center program staff augmentation to enhance the program’s capacity to provide
outreach to the new veterans returning from combat operations in OEF and OIF.
Specifically, the Vet Centers have hired and trained a cadre of 50 new outreach
workers from among the ranks of recently separated OEF and OIF veterans at tar-
geted Vet Centers. These 50 new staff members were hired on a three-year tem-
porary basis. In March 2005, based upon the demonstrated success of the Global
War on Terrorism (GWOT) veteran outreach initiative to locate and inform new re-
turning veterans, I authorized the Vet Centers to hire an additional 50 GWOT vet-
erans to further enhance the program’s outreach capacity. Additionally we are in
the process of converting the initial 50 GWOT veteran outreach counselors to career
status. The latter action will increase the Vet Center program’s annual recurring
budget by $2.5 million. Also, in November 2004, I approved a plan to establish a
new 5-person Vet Center in Nashville, TN. This will increase the number of Vet
Centers to 207 system-wide, and increase the program’s recurring base by $393,000
annually.

Question 7. The significant number of service members sustaining limb amputa-
tion has spurred DOD’s progress in prosthetics and rehabilitation. What advances
has VA made to ensure that it is in the forefront amputee healthcare, prosthetic
design, and postprosthetic amputee rehabilitation?

Response: a. VA has no more important mission today than to restore the max-
imum amount of functioning possible to those men and women who have returned
from combat with injuries or illnesses. To ensure that these heroes receive the state-
of-the-art care they are entitled to, here are some of the most recent initiatives we
have undertaken. A collaborative effort with Prosthetic and Sensory Aids Service
(PSAS), Physical Medicine and Rehabilitation Service (PM&RS) and Rehabilitation
Research and Development (RR&D) has been initiated to develop and implement a
system of care within the VA for our older veteran amputees and new amputees
transitioning from DoD to VHA. This workgroup has identified four levels of care
to provide prosthetic, rehabilitative and research care for the amputee patient.

b. Four Polytrauma Centers have been named to provide total healthcare to VHA
patients and to Operation Enduring Freedom/Operation Iraqi Freedom (OEF/OIF)
soldiers returning with numerous and complex injuries and conditions. They will
serve as Level II sites in the Amputation System of Care. Level II facilities will pro-
vide a high level of expert care, a full range of clinical and ancillary resources, and
serve as a resource to other facilities within their network. Criteria for Level II sites
include the presence of a Commission on Accreditation of Rehabilitation Facilities
(CARF)accredited inpatient rehabilitation unit, an accredited Prosthetic/Orthotic
Lab, surgical expertise in the area of polytrauma, and access to telerehabilitation
technology. The facility will coordinate the care and level of services required to
meet the needs of the amputee population and assure that patients have access to
the same high level of care across the network. Level II facilities will enter informa-
tion into a clinical database and manage outcomes of polytrauma within their re-
spective VISNs. They will be responsible for implementing care that transitions in-
dividuals back into their home community.

Site visits to the prosthetic/orthotic laboratory of the four polytrauma centers are
being conducted to assess the functional level and current resources. In addition to
these four Polytrauma Centers, PSAS and PM&RS are developing a plan to have
at least an additional 17 Level II Centers, located throughout the 21 Veterans Inte-
grated Service Networks (VISN). Level II facilities will be located at tertiary care
facilities and have a full range of professional staff and services to care for the needs
of the amputee patient.

c¢. VHA Handbook 1173.3, Amputee Clinic Teams and Artificial Limbs was up-
dated in June 2004, to include current VA procedures for administering amputee
clinic teams and providing artificial limbs to veteran beneficiaries.

d. VHA Prosthetic and Orthotic (P&O) Laboratories have been mandated to be-
come accredited (VHA Directive 2004-020; Accreditation of VA Prosthetic and
Orthotic Laboratories dated May 17, 2004). There are currently 35 P&O Labora-
tories accredited by the American Board of Certification (ABC) or the Board of Cer-
tification for Orthotists and Prosthetists (BOC).
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e. Certification of Staff—VHA is committed to having at least one certified practi-
tioner located in each of its P&O Laboratories. There are currently 104 certified
practitioners that have achieved certification from ABC and BOC.

f. Many of our Prosthetists and Orthotists have attended recent programs at Wal-
ter Reed Army Medical Center, at Orlando, Florida. VHA Prosthetists and
Orthotists were exposed to new and emerging technologies at these conferences. Ad-
ditionally, manufacturers are being scheduled to provide in-house training to VHA
Prosthetists and Orthotists on new and emerging technologies.

g. When new and emerging technology is available through Prosthetic and
Orthotic manufacturers, our VHA veteran patients and OEF/OIF patients are pro-
vided with these advanced designs and components.

h. Computerized Aided Design/Computer Aided Manufacture (CAD/CAM) tech-
nology has been employed in the majority of VHA P&O Laboratories since the mid
1990s. This technology enables Prosthetists/Orthotists to design and manufacture
custom prosthetic and orthotic appliances by computer technology.

i. Approval for a new Prosthetic/Orthotic Residency Program marks the first Na-
tional residency program for Prosthetic and Orthotic students in VHA. Having a
Prosthetic/Orthotic Residency Program will enable VHA to train and potentially re-
cruit these students once they have successfully achieved their degrees and certifi-
cation.

Question 8. What will be your process to evaluate the need and future at the
Clarksburg VA Medical Center for its inpatient psychiatric unit. This is a priority
for veterans in NorthCentral West Virginia, and I would like to be apprised on your
decision making process at every step.

Response: A conceptual Behavioral Health Care Model was submitted by the
Clarksburg VA Medical Center (VAMC) to the Network Director, VISN 4, on Feb-
ruary 7, 2005. Under this model, a small inpatient care unit would continue to pro-
vide acute psychiatric care for patients. To complement this care, Clarksburg pro-
poses creating subacute beds, a partial hospitalization program, and other new com-
ponents of mental health care not currently available at Clarksburg. The primary
focus is on the provision of behavioral health services through a continuum of care,
while enhancing quality, access, and cost effectiveness.

In follow-up discussions between Network and VA Medical Center staff, the con-
ceptual model was well received and accepted. Clarksburg VAMC has submitted an
implementation plan detailing the transition from the existing model of care to the
proposed model. The proposed model complies with the goals of the President’s New
Freedom Commission on Mental Health. In April 2005, Network staff will conduct
a site visit at Clarksburg to further discuss and refine the implementation plan. The
viability of this approach will be monitored through the balance of FY 2005.

POST-HEARING QUESTIONS FROM SENATOR LINDSEY GRAHAM FOR JONATHAN B.
PERLIN, M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

Question 1. The Veterans Affairs (VA) Inspector General has just completed an
audit of physician timekeeping at Charleston VA, which included many of the
MUSC physician faculty who work part time in the VA and Medical University hos-
pitals. I am pleased that the audit was highly successful, again demonstrating the
ability to have physicians involved jointly with VA and the MUSC affiliate. For
many scarce specialties in medicine (liver doctors, cancer specialists), surgery, psy-
chiatry, and others, VA can not afford to recruit and hire its own full time special-
ists, due to the higher salaries available in the private sector.

It is common practice for part-time VA physicians (faculty from the university) to
work more hours caring for VA patients within any pay period than the time listed
as their assigned core hours. The Dean at MUSC and other schools have suggested
that VA consider a more flexible policy of “time-banking” which would give the phy-
sicians credit for their after hours off duty coverage, weekend and holiday work
(currently they get no credit or recognition or pay for this activity). If properly docu-
mented and tracked, a flexible time bank could be used also to offset minor short-
falls in the attendance a physician might have during official duty hours because
of emergencies or competing priorities at the medical school.

What is your opinion of such a remedy to this nationwide timekeeping problem?

Response: VA has introduced significant improvements to our policy on
timekeeping for part-time physicians. The revised system, currently undergoing
phased implementation, eliminates core hours for part time physicians on adjustable
work hours. Each physician signs an agreement for the number of hours they will
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work during the year. They will be paid in equal amounts each pay period. The
hours they actually work will be negotiated with their supervisors prior to each pay
period, based on VA’s needs. At the end of their agreement, reconciliation will take
place for those hours that were worked in excess of or below the agreement.

This physician time and attendance policy was piloted from October 2004 through
January 2005. In January 2005, the Alpha test on these new procedures was initi-
ated and concluded at the end of March when the Beta phase was implemented.

The Beta testing for the electronic time will be completed by the end of April
2005. The national release of new Electronic Time and Attendance (ETA) software
to support the time and attendance for part time physicians for adjustable work
hours will also be the end of April 2005. All facilities will have 30 days to load the
software into their systems. A policy supporting the new software is targeted for re-
lease for mid-May. A draft directive and handbook addressing timekeeping for part-
time physicians is in final review with a targeted date of mid-May 2005.

Question 2. It has been suggested that The Medical University of South Carolina
(MUSC) and the Charleston VA Medical Clinic could collaborate to build new, mod-
ern, state-of-the-art hospital facilities that can be shared, reducing the building
costs to both partners. MUSC has already begun its Phase 1 expansion, building a
new specialty hospital across the street from the Charleston VAMC. In addition,
The Medical University has initiated a Phase 2 planning effort that could include
the Veterans Administration and help provide the VA with an avenue to replace its
aging facility.

a. What is your opinion of such joint ventures between the VA and affiliated Uni-
versity Medical Centers?

Response: In general, the close relationships between VAMCs and affiliated uni-
versity medical centers provide excellent opportunities to explore potential joint ven-
tures. Any joint venture would have to meet the needs of both partners. In the case
of MUSCs proposal, the financial terms were not feasible, nor was a replacement
hospital for Charleston deemed necessary. There was an agreement for an enhanced
use lease of Doughty Street property that allowed MUSC to move ahead with their
own construction plans while bringing lease income to VA. Discussions continue
with MUSC on other sharing opportunities, such as support/ancillary services, ex-
pensive technologies, scarce medical specialty services, steam generation, and joint
parking solutions.

b. Are you supportive of such collaborative strategies that rely on the VA’s en-
hanced use authority?

Response: Yes. One of the needs identified through the CARES process was VHA’s
plan for management of its property and other capital assets, much of which is not
currently fully utilized. The Enhanced Use Lease authority provides an opportunity
for VHA to engage in joint venture relationships for use of these assets.

c¢. What advice would you give the local VA and MUSC leadership in Charleston
to facilitate their sharing/collaborating?

Response: My expectation is that the Charleston VAMC and MUSC will continue
their constructive, mutually beneficial relationship. Future opportunities for co-
operation should be fully explored and implemented when they will both benefit our
mutual patient populations and make good business sense.

POST-HEARING QUESTIONS FROM SENATOR KEN SALAZAR FOR JONATHAN B. PERLIN,
M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

MENTAL HEALTH AND LONG-TERM CARE

Question 1. In the report of VA’s CARES decisions published in May 2004, the
Secretary indicated that VA would develop appropriate forecasting models and stra-
tegic plans for mental health and long-term care services. That was more than a
year ago, but we haven’t seen any plans.

a. What is the status of these reports and what is causing the delays?

Response: The model modifications for Mental Health involved extensive discus-
sions with clinical experts and our actuarial consultant and have been completed.
The strategic planning guidance which will utilize this data is going through VHA
concurrence and will be released to our field planners in the near future. Strategic
plans will be submitted to the Under Secretary for Health by the end of July 2005.

The Long Term Care model projections while completed is influenced by the
changes in policy included in the FY2006 budget submission and we are awaiting
final appropriation action before it is released.
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b. How will you ensure that VA makes progress in eliminating current geographic
inequri)ties in veterans’ access to mental health services, especially for those in rural
areas?

Response: The prime outreach initiative for reaching veterans who live in areas
not served by VA medical centers has been the creation of 680 community based
outpatient clinics (CBOCs) throughout the country. Seventy-two of those CBOCs are
in rural (7-99 civilians per square mile) or highly rural counties (1-6 civilians per
square mile).

Accountability for delivery of mental health services rests with the VISN Direc-
tors. Performance contracts that specific outcome measures to achieve the desired
mental health goals.

The VHA budget for the remaining FY 2005 and FY 2006 includes additional
funding for VISNs that have a gap in their mental health services in CBOCs on the
order of $24 million. This funding is centrally directed and targeted to areas of
greatest need.

VHA is providing $9 million additional funding to provide more telemental health
services to CBOCs and rural communities this next fiscal year so that specialty
mental services, such as treatment for post-traumatic stress disorders, can be made
available even in remote areas.

VHA has provided better access to our mental health intensive case management
services by expanding the number of teams from 49 to 78 since FY 2000. Two addi-
tional teams are planned for this year and $4.5 million will be used to fund addi-
tional programs in FY 2006.

In order to fill other gaps in mental health services, in FY 2006, VHA will fund:

e $29 million for continued expansion of PTSD services and OIF/OEF mental
health services;

e $10 million for augmentation and expansion of homeless domiciliaries plus $4
million for staffing augmentation and outreach for other homeless initiatives; and

e $20 million for continued expansion of substance abuse services.

As I'm sure you're aware, I have allocated $100 million additional funds for the
expansion of mental health services in FY 2005 and an additional $100 million in
funds in FY 2006. This funding is evidence of VHA’s commitment to mental health
services—and that commitment must be further appreciated given the context of the
current budgetary constraints.

For the first time the Department has developed a Mental Health Strategic Plan
that acts as a long term road map to guide the expansion of MH services throughout
VHA. The plan i1s monitored for compliance by the Deputy Under Secretary for
Health and the Deputy Under Secretary for Health for Operations and Management
to assure that implementation is progressing. VHA is committed to meeting the
mental health needs of veterans throughout the country, including rural areas.

c. Will VA evaluate the location of its mental health services to ensure that acute
inpatient psychiatric services are collocated with other acute inpatient services
when possible and that domiciliary and residential rehabilitation services are lo-
cated as close as possible to the areas where veterans who use those services reside?

Response: A forecasting model to project the demand for acute inpatient psy-
chiatric services has been developed. The model takes current utilization of acute
inpatient psychiatric services as well as projected enrollees into account to deter-
mine future demand for services.

In addition to the forecasting model, VHA’s Mental Health Strategic Plan has
identified integration of medical and mental health care as a major theme. This in-
tegration of medical and mental health care for veterans is considered essential and
forms the basis for development of a national plan for consistent provision of a full
complement of care and supportive services in order to effectively treat veterans
with mental illnesses.

Thus, while collocation of acute inpatient psychiatric services with other acute in-
patient services is not specifically addressed in either the projection model or the
Mental Health Strategic Plan, it is VHA’s intention to assure that veterans with
mental illness have access ito the full range of medical and mental health services
including acute inpatient psychiatry and other acute inpatient services when nec-
essary.

With regard to the location of domiciliary and residential rehabilitation services,
again a forecasting model has been developed to project the need for these kinds
of services. Use of this model identified gaps in residential rehabilitation services
for homeless veterans in VISNs 5, 6, 7, 8, 9, 11, 16, 17, 19, and 22. Based on gap
analysis, VHA issued a Request for Proposals (RFP) to invite these VISNs to apply
for specialized funding for 3 years to activate Domiciliary Residential Rehabilitation
and Treatment Programs (DRRTPs) for homeless veterans. Based on final review
and approval of the applications submitted under this RFP VHA expects to provide
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funding for 7 new DRRTPs this year (FY 2005). VHA also expects to make addi-
tional funding available for additional new DRRTPs in FY 2006.

d. How do you propose to meet the nursing home care needs of veterans with seri-
ous mental illnesses, who typically can not obtain that care in community nursing
homes or State veterans’ homes?

Response: We will continue to emphasize the provision of a spectrum of institu-
tional and non-institutional geriatric and extended care services to all enrolled vet-
erans, including those with serious mental illness. However, in a time of constrained
resources, we are proposing to restrict the provision of long-term maintenance nurs-
ing home care to our highest mission priority, service-connected disabled veterans
(Priority groups I - 3) and those with special needs not generally met in the commu-
nity, such as traumatic brain injury or ventilator dependency. Patients with serious
chronic mental illness have also been identified as one of the special populations for
whom VA will provide long-term maintenance nursing home care. We are projecting
that there will be adequate capacity to care for these patients now and in the future.

e. There is some controversy about how VA should balance short-term nursing
care needs (such as post-acute care) with long-term nursing home care needs. What
do you think VA’s policy should be on this issue?

Response: Our policy is articulated in the FY 2006 budget submission. VA will
provide short-term care for all who need it; long-term care will be limited to Priority
Groups 1-3 and those with special needs, as cited above.

f. VA’s increasing emphasis on non institutional long-term care services is encour-
aging for veterans who prefer to stay at home rather than enter a nursing home.
Based on GAO’s work, however, VA’s estimate of how many veterans receive these
services appears to be overstated. What steps will you take to ensure that VA pro-
vides a more accurate measure of workload for home-based primary care?

Response: VA’s measure of access to care is “Days of Enrollment”, a standard and
accurate measure that is also utilized by the Centers for Medicare and Medicaid
Services. VA does not concur with GAO that this measure overstates access. VA cur-
rently tracks three measures of access: days of enrollment, unique veterans served,
and number of visits (GAO’s preferred measure). We believe that these measures
in combination provide us an accurate picture of workload and utilization.

POST-HEARING QUESTIONS FROM SENATOR JOHN ENSIGN FOR JONATHAN B. PERLIN,
M.D., PH.D., NOMINEE TO BE UNDER SECRETARY FOR HEALTH

Question 1. Dr. Perlin, I understand there were some comments by members of
the House of Representatives regarding the status of the future Las Vegas Veterans
Hospital. Those comments alluded to the fact that the hospital was not a “done
deal” and caused much concern amongst the Veterans community in Nevada. Please
elaborate on your understanding of the status of the Las Vegas Veterans Adminis-
tration Hospital?

Response: 1 am pleased to advise that $199 million in construction funding for a
comprehensive 90 bed medical center in Las Vegas is included in VA’s budget for
FY 2006. Funding for a 120 bed VA nursing home will be considered for the FY
2007 budget, and the facility is currently scheduled to open in FY 2010. The total
cost of the comprehensive medical center and long term care facility is $286 million.
Construction of the project will begin in 2007. A project architectural design con-
tract has been awarded to a joint venture between RTKL Associates, Inc. in Wash-
ington, DC and JMA Architecture Studios in Las Vegas, NV. A schematic design for
the facility is currently under development.

VA is also planning to lease a minimum of four Community Based Outpatient
Clinics throughout the Las Vegas Metropolitan Area to meet approximately 50% of
primary care needs of Las Vegas area veterans. This will allow many veterans the
opportunity to continue to receive their primary care close to their home.

The Las Vegas Metropolitan Area is one of the fastest growing in the nation. VA
is committed to meeting the growing healthcare demands of Nevada’s veterans.

Question 2. Dr. Perlin, rural healthcare is a vital importance to the veterans of
northern Nevada. Those who live in Elko must travel to Salt Lake City, a drive of
more than 5 hours, to get some of their healthcare needs met. I know that Elko
failed to meet the CARES Commission population standard of 7,000, but isn’t there
something that the VA can do to address this situation?

Response: The VA Rocky Mountain Network (VISN 19) and the VA Salt Lake City
Health Care System understand that Elko County, Nevada is an underserved area
for VA health care. It is also located a significant distance from the nearest VA
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Medical Center in Salt Lake City. VISN 19 plans to first address the need for three
priority Community Based Outpatient Clinic (CBOC) sites that were contained in
the Secretary’s May 2004 CARES Decision (Lewiston, Montana; Cut Bank, Mon-
tana; and Salt lake City, Utah). The VISN planned to activate those three priority
CBOCs in FY 2005. However, resources are not available to activate those clinics
in 2005, and they may not be available in FY 2006. After the CARES priority
CBOCs are activated, then VISN 19 will address plans for developing CBOCs in
other underserved areas, such as Elko.

Question 3. Dr. Perlin, John Bright is currently the Acting Director of the VA
Southern Nevada Healthcare System. Every Veterans’ organization in my state is
anxio;ls to change the “acting” to “permanent.” What is the status of this appoint-
ment?

Response: The Secretary recently approved the appointment of Mr. Bright into
this permanent position. However, because Mr. Bright will be a new member of the
Senior Executive Service, his proposed appointment had to be sent to the Office of
Personnel Management (OPM) for final approval. VA anticipates hearing from OPM
in the very near future. At that time, VA will notify your office and, following that
notification and Mr. Bright’s formal notification, will announce Mr. Bright’s appoint-
ment to all our stakeholders in Southern Nevada.

Chairman CRAIG. Well, Doctor, thank you for your opening state-
ment and the thoughts involved and, I believe, the sincere compas-
sion expressed by that statement.

We are going to move to 5-minute rounds for questioning from
myself and our colleagues as it relates to your service.

You assumed the role of Acting Under Secretary of Health in
April of 2004. So you have had 1 year’s experience on the job. Be-
yond your testimony, what have you learned during this acting sta-
tus? What experience have you had that is going to obviously give
you a leg up as the permanent Under Secretary of Health in this
situation?

Dr. PERLIN. Mr. Chairman, during the past year as Acting Under
Secretary, almost a year to the day yesterday, I have learned a tre-
mendous amount. Your description of the enormity of the job is
precise and accurate.

The responsibilities of our first mission of providing world-class
health care for veterans are themselves enormous, but we have
three other missions as well in statute: research to improve the
health and well-being of veterans, an academic mission to provide
services for veterans and to, in fact, meet the needs of the country,
and to provide back-up to our partners in Department of Defense.
I have learned the enormity of that mission.

I have also learned it is an incredible privilege, and I also
learned that no one does this job alone. Working with the Secretary
and the Deputy Secretary, with Congress, with veterans service or-
ganizations, academic partners, public and private sector, and re-
ceiving support from my family are all part of what is necessary
to bring to this job to make sure that we provide the highest level
of quality for veterans.

I have realized that we have a highly motivated workforce. I
think the stories that we have all heard after the hurricanes of
selfless sacrifice, the ability to deploy within 24 hours to support
veterans and, in fact, the country are really quite remarkable and
demonstrates the commitment of those who work in VA to vet-
erans.

And I have learned, perhaps most importantly, that it is possible,
despite the size of the organization, to make change. I believe we
shared with you “12-for-12” strategic priorities, and in some abso-
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lutely critical areas, such as moving forward and seamless transi-
tion, we have been able to make real progress in easing the new
V(Xerans’ transition from active duty, or from reserve service, into
VA.

Chairman CRrAIG. Twelve goals for 12 months I think is what you
called it, when you released that set of goals as you became the
Acting Under Secretary of Health. Share with the Committee brief-
ly, if you would, the 12 “for” 12 plan, what it was intended to ac-
complish, what it has accomplished, and frankly, what it has not.
Where were the shortfalls or where are the shortfalls, as you see
them, through that 12 and 12?

Dr. PERLIN. Well, thank you, Mr. Chairman.

The 12-for-12 was a 12-month action plan for improving care and
service and effectiveness and efficiency throughout VA. It was real-
ly divided into four major components. One was mission improve-
ment, and the most critical area, clearly, was seamless transition.

The other areas included clinical practice improvement. We had
clinical process improvement in mental health care, in long-term
care, and in acute care services specifically, and business process
improvement. Improvement in our managerial efficiency so that we
could serve more veterans with the resources that we are entrusted
with and also serve as a vehicle for further strategic planning.

As I mentioned, the most critical was “seamless transition.” And
with the able leadership of Dr. Michael Kussman, we have estab-
lished a permanent Seamless Transition office, and the first time
ever, there are VHA social workers in military treatment facilities
not only here in Washington at National Naval Hospital, and Wal-
ter Reed, but at Brook, Madigan, Eisenhower, Darnell, Evans, and
250 points of contact throughout the country.

We have facilitated our tighter relationship with VBA and with
our colleagues in VBA. Last year, over 7,200 briefings have been
done to literally hundreds of thousands of troops throughout the
world, including at Landstuhl and on troop transport ships back to
the United States.

I have mentioned some of the successes, but in every story, there
is still work to do. And this is, indeed, a journey. It is not a work
that is completed. We have further work to do, as you know, in
terms of really tightening that relationship, especially around infor-
mation with our partners in the Department of Defense.

There have been steps forward. In fact, just last month, Depart-
ment of Defense placed four uniformed personnel at our major
polytrauma centers. But there is further work to do in that regard.
And we know that we have further work to do in terms of improv-
ing our business processes so that we can make sure that every
last resource serves the veteran.

Chairman CraIG. Thank you.

Let me turn to my colleague, Senator Akaka.

Danny.

Senator AKAKA. Thank you very much, Mr. Chairman.

Dr. Perlin, you have such outstanding credentials and experi-
ences working in the Department of Veterans Affairs health care
system. And because of the chat we had, which I consider very
good, there was a strong understanding of who you are and what
you want to be.
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At the outset, I want to ask, as Under Secretary, would you be
willing to fight for the health care that veterans are entitled to
even when opposed by OMB or even the White House?

Dr. PERLIN. Sir, I believe that my job requires that I join the Sec-
retary as the veterans’ advocate within the Department of Veterans
Affairs. That our job is to provide information that is accurate and
supportive of telling the story of what services are required for the
veterans it is our privilege to serve.

Senator AKAKA. In answers to my pre-hearing questions, you
mentioned—and as we talked about—Dbetter technology to be one of
your main goals. Please discuss this further and tell me more about
your vision for the future of VA health care. Particularly, what will
your other priorities be, and how you will lead VHA and work with
the various networks and the costs of implementing these initia-
tives?

Dr. PERLIN. Well, thank you, sir, for the question.

First, in terms of some of the technologies, let me just note that
many of these technologies build from the incredible electronic
health record that VA has. This electronic health record allows us
to be far more efficient.

The President’s Information Technology Advisory Committee
noted for the country, that in the United States, 1-in-7 hospitaliza-
tions occurs because previous records were not available, and 1-in-
5 lab tests are repeated. That doesn’t happen in VA, because every
last one of our hospitals and clinics are computerized, and so we
have that information.

So for the cost of $78 per patient per year, roughly akin to not
repeating one lab test, we can provide safe, excellent care. That in-
formation is transportable. It is transportable across the country.
So the ability to serve particularly rural veterans by placing de-
vices for communication—communication not just in words or in
text, but with device that connect to a telephone, such as for a
heart failure patient, instead of having to come to the clinic, who
can stand on a digital electronic scale and send the information of
his or her weight back to the team at the clinic or hospital means
that not only can we keep that patient from having to drive to the
clinic. But in fact, rather than waiting for the patient to become
ill and show up in the emergency room with fluid overload, we can
actually use that technology to know that he or she is getting into
trouble and call them, perhaps change their medication, or even go
out to visit them.

So my vision for the future is that we use these technologies par-
ticularly to help those veterans who may not be rural, but are also
isolated by virtue of extreme age or frailty or chronic illness or
even mental illness and support them in the comfort of their com-
munity and the comfort of their families.

So I believe those technologies are absolutely critical for helping
us transcend some of those boundaries.

Senator AKAKA. And as far as priorities are concerned, yesterday
you mentioned the 50 Vet Center Outreach positions that you are
adding. Can you tell us more?

Dr. PERLIN. Yes. Thank you, Senator.

I appreciate the discussion that we had, the opportunity for dis-
cussion at the hearing recently on seamless transition. And we had
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a very positive discussion about the effect of 50 OEF/OIF (Oper-
ation Iraqi Freedom, and Operation Enduring Freedom) counselors,
veterans themselves who would provide outreach to other
servicemembers returning home.

And following that discussion with this Committee, we have ex-
pedited, (in fact, just on March 30th), signed a directive to hire 50
additional counselors for outreach to veterans. But with the per-
mission of the Chairman, I would like to submit for the record an
announcement that came out just yesterday, identifying these new
positions and these new individuals.

Chairman CraiG. We will make that a part of the record.

[The announcement follows:]

DEPARTMENT OF VETERANS AFFAIRS,
OFFICE OF PUBLIC AFFAIRS,

MEDIA RELATIONS,

Washington, DC 20420

VA TO HIRE 50 NEW OIF/OEF OUTREACH COUNSELORS

Washington—The Department of Veterans Affairs will hire 50 veterans of Oper-
ations Iraqi and Enduring Freedom (OIF/OEF) to provide outreach services to vet-
erans returning from Afghanistan and Iraq. They will join 50 other OIF/ OEF out-
reach counselors already hired by VA.

“How we care for our returning combat veterans will define VA for decades,” said
Secretary of Veterans Affairs Jim Nicholson.

The outreach counselors will brief servicemen and women leaving the military
about VA benefits and services available to them and their family members. They
will also encourage new veterans to use their local Vet Center as a point of entry
to VA and its services.

“We believe that our outreach to veterans is most effective when the message is
carried by their comrades,” said Dr. Jonathan B. Perlin, VA’s Acting Under Sec-
retary for Health.

Outreach counselors visit military installations, coordinate with military family
assistance centers and conduct one-on-one interviews with returning veterans and
their families.

The new outreach counselors will be located in the 206 Vet Centers operated by
VA throughout the country, especially near military out processing stations. They
will be hired for a 3-year period.

Vet Centers have been VA’s first line of contact for troops returning from combat
for every war since Vietnam. For 26 years, counselors have provided services for the
psychological and social readjustment needs of combat veterans, and prevented pos-
sible development of more chronic and delayed forms of war-related trauma.

Vet Center employees have seen more than 16,000 of the 244,000 combat veterans
VA estimates have left the service since the start of the Global War on Terrorism.

People wishing to receive e-mail from VA with the latest news releases and up-
dated fact sheets can subscribe at the following Internet address: http://
www.va.gov [ opa | pressrel [ opalist—listserv.cfm

Dr. PERLIN. Thank you, sir.

Senator AKAKA. Yes, and I just want to close by saying we are
looking forward to your coming on board, and you will have to fill
many now vacant positions. And we look forward to seeing these
slots filled in the near future.

Thank you very much, Mr. Chairman.

Chairman CRAIG. Senator Akaka, thank you.

Senator Isakson.

Senator ISAKSON. Thank you, Mr. Chairman.

One observation, Dr. Perlin. Senator Jeffords and I are on the
Health, Education, Labor, and Pension Committee and have had,
I think, three hearings already regarding the FDA. And I just
wanted to make the observation that the VA, from everything I
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have gleaned from those hearings, is leading the United States of
America in information technology and information management
for patients, for pharmaceuticals, and for care.

And in reading your resume, I know you made a major presen-
tation last year on what VA has done and what it can be as a foun-
dation for the country. So I want to commend you, and the others
at the VA deserve credit because I do think that harnessing infor-
mation technology in health care can have more to do with low-
ering medical errors, improving prevention than any single thing
that we can do. And the VA has been a leader in that. And I com-
mend you on that.

Dr. PERLIN. Thank you, sir.

Senator ISAKSON. Second, I saw where you gave a presentation
entitled, “No One Grows Old Saying, ‘Gee, I Hope I End Up In A
Nursing Home.”” And I have never seen a better title or a more
prophetic statement.

We obviously are confronted with great challenges in terms of
nursing homes, and looking at the VA stats, we have got over
40,000 veterans in institutional care. And we have got a number
of them in non-institutional, but assisted care.

What I wanted to ask you, are there any, beyond telehealth and
some of the other home respite programs, are there any incentives
for caregiver benefits or caregiver incentives so that some veterans
can be supported by the VA, but not be institutionalized?

Dr. PERLIN. Well, thank you, Senator, and thank you as well for
the very close reading of the resume.

It is imperative that we find ways to support veterans in their
communities. I came to that statement after many conversations
with my own patients who, in fact, particularly the World War II
generation, are fiercely independent, but sometimes just having a
little trouble. And that is the person who really doesn’t need to be
in the nursing home. That is the person who with some of the tech-
nologies, such as the digital scale for the heart failure patient that
I just mentioned, can be supported in their home.

And your question about that, how can we work toward sup-
porting the caregiver and not just the patient, is absolutely criti-
cally important because, as you know, if we institutionalize that
patient, we may not only prevent that patient from aging success-
fully in his or her community, but even aging in the context of a
spousal relationship of 50 or 60 years duration.

And a new program that VA is developing to complement the
electronic health record is something called “My Healthe Vet,” and
it is the patient’s portal to their health record. And it is really a
support system, not just for the patient, but the patient’s care-
givers, be it a spouse or a child who might be helping to support
that patient.

I think your other comment, this is important for the country, is
absolutely accurate. Data from the Organization for Economic Co-
operation and Development would suggest that the cost of institu-
tional care in European countries with aging curve ahead of our
own, the costs for one individual in their eighth decade, is equiva-
lent to per capita gross domestic product.

So even if we didn’t feel morally that it is the right thing to do
as a country, we will have to confront these sorts of economic deci-
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sions. So we are very appreciative of the ability to work with the
Senate and with Congress to develop these new technologies, to
provide a service for veterans and caregivers, but also I think
something that may provide a greater service to the country as
well.

Senator ISAKSON. Last month, I had the occasion to visit
Landstuhl Regional Medical Center in Ramstein, Germany, where
our wounded veterans from Iraq and from Afghanistan are coming,
and one thing made a tremendous impression on me. With the new
technology in body armor, the new technology in protection for
eyes, and the new technologies that we are using in terms of deliv-
ering intensive care almost on the battlefield with our intervention
teams, many, many veterans are being saved today from injuries
in combat, and we are going to have more unique types of sur-
viving veterans and their injuries.

Is the VA focusing—and are maybe some of these 50 you are
bringing in—designed to help focus on the care that is going to be
needed that is going to be so unique to the Iraqi conflict?

Dr. PERLIN. Senator, your question is right on target. If you sur-
vive a forward injury to a combat surgical hospital, or “CSH”, you
have a 98.3 percent chance of survival back to the States. But
those improvised explosive devices, in the context of body armor,
may leave someone with an injury that leads to amputation or
blindness or hearing loss, spinal cord injury, traumatic brain in-
jury, or all of the above in conjunction with the psychological trau-
ma.

Those 50 outreach counselors help all veterans, but with the VA
social workers that are at military treatment facilities, through
video teleconferences with our VA medical centers, we are working
closely with DOD to meet the needs of this newest generation and
the newest injuries, physical and emotional, providing mental
health services as well as aggressive rehabilitation.

It starts with the same sort of intention as restoring a profes-
sional athlete back to competitive play level.

Senator ISAKSON. Thank you very much, Doctor.

Thank you, Mr. Chairman.

Chairman CrAIG. Thank you, Senator.

Now let me turn to Senator Jeffords.

Jim.

Senator JEFFORDS. The Administration has proposed that a fee
be charged of all new enrollees and the cost of prescription drugs
increased for veterans. Thankfully, the Senate has spoken against
these changes. But the fact that they are in the President’s budget
proposals indicates the depth of the problem confronting the VA.

It seems to me that given the expected level of funding, you are
going to have to make some very difficult choices between cutting
services to veterans or reducing the pool of veterans who will be
served by the VA. What criteria will you use to make these deci-
sions, and what do you think the core mission of the VA is?

Dr. PERLIN. Senator Jeffords, the policy proposals we understood
very clearly from this Committee, the Senate that a number of
them have not been well received. And we recognize that we have
a tight budget going into this year.
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But we presented a budget which, as a package, allowed us to
project the ability to provide care to that entire population of vet-
erans. That was a package, and we appreciate Chairman Craig’s
subsequent consideration of VA in light of some of the sentiment
about the policy proposals.

I believe, and I think we have heard from the President and from
the Secretary, that our first mission is to those who are most vul-
nerable. Those individuals who have illness or injury as a result of
service, those service-connected veterans. Those with catastrophic
disabilities, those who have statutorily defined catastrophic disabil-
ities. Those individuals who are financially challenged, and criti-
cally now, those individuals who are returning from combat.

We need to make sure that those who are most vulnerable re-
ceive, first and foremost, the attention of VA. And I think I would
be remiss to speculate before the decision is actually formed. It
would be a hypothetical. But of course, Congress provided the Sec-
retary with a prioritization, and any decisions that the Secretary
might consider—again, absolutely hypothetical—would have to fol-
low the guidance provided to us by Congress.

Senator JEFFORDS. What do you think is the core mission of the
VA?

Dr. PERLIN. I think the core mission is really so eloquently stated
in Lincoln’s words, “To care for those who shall have borne the bat-
tle, and for his widow and for his orphan.” And I think that the
first mission is to those who are most vulnerable.

Senator JEFFORDS. What is our obligation to the veterans that
fall outside of that core mission?

Dr. PERLIN. Well, this is an ongoing dialog. It is a public dialog
about how far VA resources will extend in terms of serving vet-
erans. In this country, there are 25 million veterans today. But the
core mission are those individuals who have vulnerabilities as a re-
sult of their service, especially combat service.

Senator JEFFORDS. With respect to mental health, it has been es-
timated that about a third of the servicemembers returning from
Iraq have some mental health problems. Members of the National
Guard and Reserves are less likely to live near military installa-
tions and, therefore, will be turning to the VA in a large number
to receive their health care.

I would assume that most VA rural health facilities, particularly
the CBOCs, do not have mental health specialists on their staff.
Yet the number of people depending on the VA for specialized men-
tal health is likely to skyrocket. Research shows that early inter-
vention and treatment can prevent the onset of more serious diag-
nosis, PTSD.

How does the VA propose to meet these increasing needs?

Dr. PERLIN. Sir, we have no higher mission than serving the
needs of our returning combat personnel. In fact, 248,000 individ-
uals have separated from service in OIF and OEF, and of those,
about 50,000 have come to VHA, about 16,000, to a readjustment
counseling center. And in fact, out of the 248,000, about 3 percent
have been either diagnosed with, or are being evaluated for, PTSD.

A far larger number of individuals will have adjustment reac-
tions, and one would view that as part of the normal continuum of



49

normal experience. It is when the symptoms are persistent that
post traumatic stress disorder as a diagnosis would be entertained.

But even beyond the mission of meeting the mental health needs
of these returning service personnel in 2005, we have, one, devel-
oped a new mental health strategic plan and, two, have added $100
million directly to mental health support to increase access, par-
ticularly in rural areas, and other areas where there have been dis-
parities, to specialty mental health care services.

All CBOCs—Community-Based Outpatient Clinics—with over
1,500 patients have direct onsite mental health care. And all
CBOCs have referral mechanisms for specialty mental health care.
There are 144 PTSD programs in the fiscal year 2006 budget. The
$100 million, which this Committee supported, being added to the
$2.2 billion for direct specialty mental health services, will help to
add 627 new personnel to support the needs of not only new
servicemembers, but all veterans with PTSD, with mental illness,
with substance use disorders, to extend outreach, and reduce dis-
parity, and improve service.

Senator JEFFORDS. Several years ago, I introduced legislation to
implement Medicare subvention, allowing the VA to be reimbursed
by Medicare for care given to Medicare-eligible vets. Very serious
negotiations ensued between the VA and the HHS.

It seems that we were close to making this happen, but time ran
out before it was finished. And we have not gotten back to that
issue since. What is your position on VA subvention, and do you
see a role for closer cooperation between Medicare and the VA?

Dr. PERLIN. Senator, let me give you my personal views on this.
It is my understanding that when eligibility reform was drafted,
and was being considered, Medicare subvention or the ability for
VA to collect for Medicare services from Medicare, that was part
of the framing of how eligibility reform would work.

I know there has not been much discussion of this recently, and
I know there have been some concerns in terms of the relationship
to the Medicare Trust Fund. I would observe there is a recent
study by Gary Nugent and Ann Hendricks in “Medical Care” that
suggests that VA’s care is 18 to 22 percent more efficient. And so,
if that were to occur, it would be a good value.

A discussion that this body has had recently was something
called VA Plus Choice or a VA Advantage program, which was a
plan to develop a partnership with the Department of Health and
Human Services, Medicare program specifically, to allow Medicare
beneficiaries to exercise their Medicare benefit for services in VA.
That program would require further legislative support.

But the discussions are ongoing, and I do agree with your
premise that VA, the Department of Health and Human Services,
and the Medicare program specifically, should work more closely in
coordinating Federal health care supports.

Senator JEFFORDS. Well, thank you. And I would appreciate it if
we could be in touch on the progress there. Thank you very much.

Chairman CRAIG. Jim, thank you.

Let us turn to Senator Salazar.

Ken.
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Senator SALAZAR. Thank you, Mr. Chairman, and thank you
again for your leadership of this Committee and for standing up for
veterans.

Dr. Perlin, congratulations to you, and congratulations as well to
your wonderful family. It is always good to see families here in
support of the great honor that you are being bestowed on to serve
our country. So congratulations to each member of your family, in-
cluding your young son.

Let me ask first a parochial question, and that is with respect
to Fitzsimmons and the effort to construct a new hospital for vet-
erans at Fitzsimmons, can you please give me a quick update?

Do you share the Secretary’s commitment on the construction of
that hospital? And you know by now that it obviously is a major
priority of Senator Allard and mine and the rest of the delegation.
And give me a quick update on where we are on Fitzsimmons.

Dr. PERLIN. Well, Senator Salazar, first, thank you for your kind
remarks. And thank you for your support of a replacement hospital
in Denver.

I absolutely share the Secretary’s enthusiasm. As you know, I
combined my trip to the Association of Military Surgeons of the
United States, AMSUS, in Denver with a trip to the Fitzsimmons
campus to see how we could get back on track. And since that time,
in November of last year, there has been a great deal of progress.

As you know, the Secretary’s team has been working on this, and
in fact, I recently had a conversation with the Surgeon General of
the Air Force, Peach Taylor, and he continues to express his com-
mitment to the sharing that is such an important part of this con-
cept.

Further, there are obvious benefits by being a part of that cam-
pus: For example, the ability for us to share services, specialty
services, capital intensive equipment, and the ability to partner, of
course, with our Federal colleagues.

The limiting factor has been really determining a suitable piece
of land, and I know we started initially with the idea of seeking
40 acres. A minimum footprint to allow for good spinal cord injury
access and good nursing home access at ground level is about 28
acres or so. And I appreciate anything that you might do to assist
us in coming to the ability to get started on what we believe should
occur.

Senator SALAZAR. I appreciate those comments, and I very much
look forward to working with you on that very important project for
the West.

Second, let me ask you about rural health care and your views
on how we might be able to help make sure that veterans who live
far away from where we offer services are, in fact, served. And I
have heard some of your testimony and read some of your remarks
concerning telemedicine and other ways in which we would out-
reach to those veterans who live in remote communities.

For me, it is a personal issue when I go up into places like north-
west Colorado and recognize that many of our veterans who live in
those communities up there have to go back and forth 200 miles
to Grand Junction to receive any kind of service. And there are
many of us on this Committee, as well as my colleagues in the Sen-
ate, who have wanted to move forward and trying to make sure
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that we are making much more of an effort in the creation of rural
outpatient health care clinics that would serve our veterans.

I would like your thoughts generally on how we serve our vet-
erans who are located in these remote areas of rural America, both
generally and specifically with respect to the construction and cre-
ation of some of these outlying facilities.

Dr. PERLIN. Well, thank you for that question. It takes me right
back to Chairman Craig’s first question, what did I learn during
this past year? I learned it is a very large country, and some areas
of the country are really intensely isolated. And I appreciated that
in Washington State and in Colorado as well.

When we framed the CARES review, we built into that some cri-
teria to try to make care more accessible. We framed that we want-
ed primary care not farther than 60 minutes, recognizing that 60
minutes may be a few blocks in New York City or quite a few miles
in the West. Ninety minutes to regular hospital care and 2 hours
or the community standard to tertiary care.

We have made a tremendous amount of progress. And I think
that the way we have proceeded actually demonstrates that the ap-
proach has been not only more effective, but more efficient. We
have made a lot of progress by building these outpatient clinics
that have allowed us to move to model of health promotion and dis-
ease prevention.

In fact, over the last 9 years, we have gone from less than 200
outpatient clinics to now, including the clinics that are actually on-
site at facilities of medical centers, to 871. And that is about 704
as of today, that are offsite. They really do provide that access.

But no matter how many clinics we ultimately have, we will
never be everywhere that veterans are. This is, as I learned, a
huge country with many remote areas. And to augment that, the
use of technologies are critically important. We have not only the
capacity for telehealth but last year, did nearly 500,000 patient vis-
its using telehealth technologies. Not only things like heart failure,
but also telemental health—the ability to check in on patients with
mental illness—that were very well received.

Those technologies allowed us to actually provide services in
some areas that we have not traditionally had access, like Indian
nations.

Senator SALAZAR. If I may, Dr. Perlin, because I see my time is
up here on this question? I understand the use of new technology
to make sure that we are doing the very best that we can.

In terms of the creation of additional facilities, I recognize the
progress that the VA has made over the last several years. In
terms of additional outpatient health care facilities, other than
those that are currently authorized under the CARES process,
what is your view? I mean, I think I heard somewhere that the sta-
tistic was that we currently are working on a list of 150 additional
ones. But the question—and frankly in my State, both in northeast
and northwest Colorado—we don’t have a facility that would actu-
ally be within that list of 150.

And so, I am wondering what additional efforts you might have
in mind with respect to those additional facilities that might be
needed in Washington or Idaho or anywhere else in the country?
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Dr. PERLIN. Sir, in short, the 156 that you refer to were those
that were prioritized in the Secretary’s CARES process. Beyond
that, we review the needs locally, and it is really an operational de-
cision within each network. And the ability to bring on new CBOCs
is directly related to the resources that are available to support not
only the capital development of the new clinic, but also the oper-
ation of that clinic.

So we try to balance the needs and the degree to which there is
a veteran population and come to something that really supports
veterans. In absence of that, we look to technologies and relation-
ships with local hospitals and practices to try to find accessible
support.

Senator SALAZAR. Let me just say that I very much look forward
to working with you, Dr. Perlin, as we do outreach and make sure
we are providing health care to our veterans who live in those far
out communities.

Dr. PERLIN. Thank you.

Senator SALAZAR. Thank you, Mr. Chairman.

Chairman CrAIG. Thank you, Senator.

Now let me turn to Senator Patty Murray, from the State of
Washington.

Patty.

Senator MURRAY. Thank you very much, Mr. Chairman.

And I want to join you and Senator Akaka and our colleagues in
welcoming Acting Under Secretary Perlin before the Committee.
Just let me say for the record that I think he has done a tremen-
dous job during his tenure at the VA, and I really am impressed
with his ability and his passion to serve our veterans. And I thank
you very much for your service to this country.

We had a chance to meet yesterday and talk about a few issues.
And obviously, the Walla Walla facility is one that is very impor-
tant to me. It covers a three-State area, including Chairman
Craig’s, and serves 65,000 veterans.

We had a chance to talk about the fact that the CARES Commis-
sion was mistaken in their thinking that they should close that fa-
cility. They rejected that, and now we are working with the Com-
mittee to really put in place a facility that reduces the VA’s pres-
sure to maintain the 84 acres and the historic buildings as well as
serve the veterans. And I appreciate your commitment to working
with us to make sure that that is accomplished in a good way for
everybody, and I just wanted to say that publicly.

Dr. PERLIN. Thank you.

Senator MURRAY. My first question really regards the CBOCs
that we talked about as well yesterday. We have two areas in our
State that, as Senator Salazar was just talking about, are very re-
mote, that have been promised CBOCs. One in Wenatchee, where
people actually have to go over a mountain pass to get care at a
VA today, and one in the North Walkum area, where people have
to travel more than 100 miles in a difficult area as well to receive
care at the VA.

Both of these facilities have been promised, but we now under-
stand that they are in jeopardy because of finances. And I wanted
to ask you for the record this morning, I know that cost of estab-
lishing those is estimated at about $5 million. Can you tell me
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what we need to do to make sure that these two essential facilities
become a reality and when they might be available for veterans in
these areas?

Dr. PERLIN. First, Senator, thank you very much for your kind
words and the comments on Walla Walla, because the local access
panels and further study really are intended to make sure that we
have a good community partnership in finding ways to support vet-
erans and the communities in the best fashion. I thank you for
your support of that.

With respect to the clinics, after our discussion yesterday, I went
back and reviewed VISN 20 and Washington State in particular
and noted that in the CARES decision that north central Wash-
ington, Bellingham, and Centralia were the three that were
prioritized there. And our goal is to balance those prioritized clinics
and the needs of veterans in particular areas.

But as I mentioned to Senator Salazar, the ability to develop new
clinics to augment the nearly 900 that we have now, 871 to be pre-
cise, is directly tied to resources. And capital construction of the
clinics, unlike a major capital project, is part of the operational bal-
ance. And so, we will bring on those clinics as budget permits.

Senator MURRAY. Well, you have talked about the lack of re-
sources several times now, and I know firsthand it is real. Wash-
ington State is home to six military installations, and many vet-
erans choose to stay in Washington when they leave service. And
in addition, the vast reach of the VISN 20 includes four States—
Washington, Oregon, Idaho, and Alaska.

The number of soldiers from the Northwest serving on duty in
Iraq and Afghanistan today is going to place a real burden on our
budget when they return. VISN 20 is projected to be the fastest-
growing network. Again, this year, they expect an 8 percent in-
crease in enrollment, including a 5 percent increase in Category A
veterans.

We know that the hiring freeze has been technically lifted, but
according to our network director, he does not have a budget to
hire. Attrition rates, he has told me, have slowed to a point that
he is using his capital budget to pay for salaries and mandatory
costs. He says he is not replacing equipment or upgrading facilities,
and at this rate, he is only going to be able to hire one person to
replace the five that leave.

Dr. Perlin, you have talked about lack of resources to accomplish
all the things we do. Yet what I keep hearing here is that there
is some kind of $500 million reserve in the VA’s budget. Can you
clear that up for me?

Why are we not using that $500 million? Is it phantom? Is it
real? And why aren’t we using it, when clearly CBOCs and other
facilities are so essential to providing services for not only today’s
vets, but for those soldiers who are returning to us?

Dr. PERLIN. Thank you, Senator.

You know, the acquisition of capital equipment is balanced over
the year. In terms of your network, for instance, you noted very
high demands. If funds are spent right, they are really titrated to
make sure that we don’t end up not able to provide the services.
We balance the capital equipment purchases with that.
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There is not a $500 million phantom reserve that exists for any
sorts of additional activities.

Senator MURRAY. Is there a $500 million reserve?

Dr. PERLIN. No.

Senator MURRAY. There is no $500 million reserve?

Dr. PERLIN. I don’t know where that might have been suggested,
but there is no $500 million reserve that is sitting there for future
projects.

Let me be clear that there are CARES funds, the capital con-
structions funds—a different pot—that are not able to be converted.
The 2006 budget calls for $750 million in capital construction, but
that is a separate appropriation line that cannot be operationalized
for other purposes.

But there is no—within operational dollars—$500 million re-
serve.

Senator MURRAY. OK. Well, Mr. Chairman, as you know, I am
very, very concerned about the lack of dollars that we have for our
veterans, particularly those who are returning. That is why I am
talking, hopefully, with you and others about putting some addi-
tional money into the supplemental.

Because I believe that we have an obligation to these soldiers as
part of the cost of war, and I am deeply concerned that we will not
have the facilities available as they return.

Thank you very much.

Chairman CRrAIG. Patty, thank you very much.

Let us turn to Senator Burr.

Richard.

Senator BURR. Thank you, Mr. Chairman.

Dr. Perlin, welcome. And as well, welcome to your family.

You should really be commended because I think you have
brought a level of progress to health care at the veterans clinics
through the integration of technology that has directly affected the
quality of care. And I think that goes overlooked.

But I would also take this opportunity to share with my col-
leagues that many of the things that we do in telemedicine, many
of the technological uses to deliver medicine today at the Veterans
Administration, we still don’t pay for in Medicare reimbursements.
So some of the advances that we highlight and that we hear from
veterans, the things that make their quality of life better, that
make access to health care easier, we don’t do that across the
whole population.

And I think that is something that we need to sit down and look
at long and hard, because if it works for them, why are we not
doing it for the largest piece of health care that we have got in this
country? And I think we have got a lot of progress that we can
make.

On the question of technology, the VA plans to move to remote
monitoring of diabetics in the veteran population. I commend you
for that because I think we all understand that the ability in real
time to watch the health of an individual is better, that our ability
to regulate the insulin need is better in the remote case, and con-
sequently, quality of care and the long-term effects of diabetes are
reduced.
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But the reality is that we have a segment of the population of
veterans that are at an age that e-mail is not something that they
do daily. Working the remote on the TV or programming the clock
on the VCR is challenging. And relying on this remote monitoring
as their only source of diabetes control will be a difficult transition.
Share with me, if you will, how we are going to handle both of
these worlds.

Dr. PERLIN. Thank you, Senator, for your comments and also
thank you very much for the opportunity to discuss some of these
technologies as they may apply more broadly to our country.

Diabetes is a great example because in our population, obesity is
really becoming an epidemic. Surgeon General Carmona asked
what the number-one public health threat was. The answer, to ev-
eryone’s surprise, obesity and, as a consequence, diabetes. 7.3 per-
cent of the American population has diabetes, and in VA, it is near-
ly 20 percent. And we learned from Surgeon General Carmona that
54 percent of today’s military are overweight or obese. So diabetes
is a huge issue in VA.

The goal with the new technology is actually to make it easier.
Some of these new blood glucose self-monitoring meters, or
glucometers, can be plugged right into the phone and just auto-
matically push one button to send blood sugar readings to the pa-
tients care team. So I can tell you as a doctor, I have never had
a patient with diabetes ever bring me a successfully completed log
book. And the ability to actually check your sugar and just put it
up to the phone, push one button, actually works pretty well.

In public libraries, I have noticed that there are two populations.
There are young children using the Internet and there are older
adults using the Internet, primarily for health questions. And that
has actually been validated in the scientific literature. But I am
pleased to be able to share with you that VA actually was recently
noted in the Annals of Internal Medicine as the benchmark in the
country for diabetes care.

And you are right. Some of these technologies may not work for
certain individuals, but the ability to tailor it to the needs of each
and every veteran, be it with new technologies or be it with high
touch, low tech, is really how VA needs to be able to serve to be
successful in achieving the highest levels of diabetes care.

Senator BURR. I appreciate it because I think what you said is
the VA is not going into this blindly, saying it is this way or no
way.

Dr. PERLIN. You bet.

Senator BURR. You will adapt it. Thank you.

Currently, the VA has targeted the construction of nine commu-
nity-based outpatient clinics in North Carolina. We know the reali-
ties of the 2006 budget and how tight it is, and Senator Murray
expressed the concern over our ability to service the entire popu-
lation of needs that are out there.

Share with me, if you can—it is of great interest, and I would
expect each one of us to talk about projects in our given States. It
is particularly alarming to me because we are the State with the
fastest-growing veterans population in the country. And I think you
and I probably both agree that is not a trend that is going to
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change in the next decade. Will you be able to fulfill that type of
goal of nine new clinics?

Dr. PERLIN. Senator, thank you for the question.

North Carolina does have the fastest growth rate that I am
aware of. Clearly, the ability to bring on clinics is dependent on the
budget.

But part of serving veterans is not just building new clinics, it
is using the resources that we have more efficiently to reach the
veterans and use the facilities and resources that we do have in
any situation, be it a new building, be it modernizing a building,
be it new equipment. We make choices. All of us make choices, and
our choices, we hope, are those that will serve the veterans best.

And in North Carolina, we are working aggressively with a pro-
gram called Advanced Clinic Access to try to make sure that our
clinics and our physicians and nurses and pharmacists are all as
efficient as possible so that the access is as good as possible for vet-
erans, even in fast-growing States like North Carolina.

Senator BURR. Last question, Mr. Chairman, if I can? I am sure
you have been asked this. We will continue to ask it until we prob-
ably do the budget. Do you believe that the Veterans Health Ad-
ministration will be able to accomplish its mission of providing
health care to our Nation’s veterans with the proposed 2006 budg-
et?

Dr. PERLIN. The budget as proposed, with all the policies and the
value of those policies, would work. If certain policies are not en-
acted, I think the Secretary would have to reconsider how we make
adjustments to make sure that we do our job of meeting the mis-
sion.

Senator BURR. Thank you, Dr. Perlin.

Mr. Chairman, I encourage all of our colleagues to quickly move
this nomination. Thank you.

Chairman CRAIG. Richard, thank you.

Doctor, I think you have heard a common theme of concern
amongst all of us, and that is, of course, adequate resources to ac-
complish your mission, to sustain the quality of health care that we
have built inside your system that you administer and will con-
tinue to.

I had three marvelous young soldiers in my office today. One has
lost all of his eyesight in Iraq. One has lost two legs. The other one
has lost one leg. And they are in transition and doing remarkably
well. In fact, those who had lost their limbs had taken a leave from
skiing to be in my office today to lobby me about some new ap-
proaches for transitional funding and insurance for them and their
families as their colleagues and buddies go through similar experi-
ences.

I thought at the time—I looked at one young man walking out
of my office with a tremendous stride, but he had a prosthesis un-
derneath that pant leg. You couldn’t see it. You could hardly tell
it. It appeared to be seamless, but if he hadn’t had those long pants
on, it would have been obvious.

I think that is the thing that concerns me the most in our search
for seamlessness. Sometimes Government looks whole when you
look at the suit. But when you start taking off the suit, all of a sud-
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den you find that there are pieces under there that don’t really fit
or don’t communicate or aren’t coordinated.

And we have held several hearings. We will continue to pursue
this very aggressively and openly, those relationships between
DOD and veterans and Social Security, for that matter, for certain
needs and others.

In that, resource coordination is going to be tremendously valu-
able. My guess is there will never be enough resource. But having
said that, I will continue to pursue with you something that the
Senator from Vermont talked about, Medicare subvention—an op-
portunity, a resource. If it works, if we can make it work. It is obvi-
ously moving dollars from one pot to another pot. It is Federal dol-
lars, but still, at the same time, it is a potential resource.

I had a fascinating visit last night with the chief executive of Tri-
Care West. And the work they are doing, they talked about the po-
tential opportunity to have a relationship with the Veterans Ad-
ministration for their particular clients as it relates to veterans,
and that is something that I will pursue with them and ultimately
with you.

Again, how do you create seamlessness in relationships, and how
do you blend resources where oftentimes there is tremendous rigid-
ity to do so for institutional bias or because of the law? And we will
search those out over time as they become obvious to us and as we
can work with you to do so.

I know that one of the fears I always heard with Medicare sub-
vention was, well, gee, if Medicare starts paying, then Congress
will back off from their obligation to the Veterans Administration.
I don’t sense that. And if we do it right, as you have said, there
is an efficiency in the quality of care now being delivered by vet-
erans health care that might actually save a few dollars here and
there. And that is a tremendously positive approach.

We know the efficiencies and prescriptions and pharmaceuticals
that have, as a result of doing it right, getting it down, repeating
it on a daily basis, scope, size, magnitude, and therefore, savings
as a result. Those are all very positive accomplishments.

So my guess is this will not be your last journey to Capitol Hill.
We will anticipate your presence here as needed, as you have
promised, and I know you will deliver on. And when you can’t come
to 1slee us, I will come see you, as I am sure others of our colleagues
will.

There isn’t one person in this room or one Member of the U.S.
Senate that is not fully Committed to the service and the effective
relationships that need to be developed for the benefit of our vet-
erans.

Do either of my colleagues have further questions that they
would want to ask?

Senator Salazar.

Senator SALAZAR. Mr. Chairman, I have just one more question
if you will let me.

Chairman CRAIG. Please proceed.

Senator SALAZAR. In my State of Colorado—I am sure this is the
same reality in other States—there are concerns about State nurs-
ing homes. In my State, the President’s proposed budget essentially
would have required the closing of most of our State veterans nurs-



58

ing homes. And because of the work of the Senate and the budget
resolution, I think it was $410 million that were added to help with
some of these services.

My question to you, Dr. Perlin, is how do you foresee moving for-
ward with respect to these nursing homes that would have been so
affected by the President’s proposals?

Dr. PERLIN. Thank you, Senator, for that question. And first, let
me note that I appreciate the sentiment of this Committee on that
proposal. And I had the privilege of meeting recently with the State
directors of Veterans Affairs. I met with the directors of the nurs-
ing homes, and what I want to reaffirm, what I want to assure, is
that VA absolutely supports the State Veterans Homes. They are
an invaluable resource for an aging population. They do a phe-
nomenal service, and they do provide that service very efficiently.

So I foresee working with those State Homes more progressively
to make sure that we can together meet the needs of veterans who
will benefit from those services.

Senator SALAZAR. Thank you, Mr. Chairman. And I have no fur-
ther questions.

Chairman CRAIG. Senator, thank you very much.

Again, Dr. Perlin, thank you for being with us this morning. As
my colleague Senator Akaka said, we will move as quickly and as
expeditiously as we possibly can to change your status from acting
to official.

Dr. PERLIN. Thank you, sir.

Chairman CRAIG. The Committee record will remain open for a
short period of time for any additional questions that might want
to be asked, at least through the balance of the day. And of course,
I am confident that you will respond quickly to those.

Again, thank you very much, and the hearing will stand ad-
journed.

[Whereupon, at 11:18 a.m., the hearing adjourned.]
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