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2015-17 GOVERNOR'S BUDGET:
PROGRAM EXPENDITURES FOR ALL PROGRAMS OR ACTIVITIES

Other Funds $15,010,129
16%

VETERANS' HOME
LOAN

Federal Funds $ 1

General Funds  $10,751,146

VETERANS' HOMES Other Funds S 796,249

[ilzbl itz TOTALFUNDS  $11,547,396
LEBANON]

71%

Other Funds $65,667,428

TOTALFUNDS  $92,224,953

Federal Funds S 1
General Funds  $10,751,146
Other Funds $81,473,806

*Excludes Debt Service and Nonlimited Expenditures
[Veterans’ Home Loan Program $318,333,710; Veterans’ Home s Loan $2,618,940]
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*2015-17 GOVERNOR'S BUDGET:
VETERAN SERVICES PROGRAM EXPENDITURES

Pass-Through
to 34 Counties and Federal Funds $ 1
General Funds  $4,828,420 National Service Orgs Statewide General Funds  $5,320,436

Total 4,828,420 Veteran Servi
o ? 42% Sreran Services Total $5,320,437

46%

TOTAL FUNDS 511,547,396

General Funds $ 602,290 Federal Funds & 1
Other Funds S 796,249 General Funds 510,751,146
Total $1,398,539 Other Funds S 796,249

*Includes Certification and Training, Educational Aid, and Emergency Financial Assistance.
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2015-17 GOVERNOR'S BUDGET:
HISTORICAL OPERATING BUDGET DISTRIBUTION BY FUND TYPE - ALL PROGRAMS

2005-07 L.AB. 2007-09 LAB. 2009-11 L.AB. 2011-13 LAB. 2013-15 L.ALB. 2015-17 G.B.

Federal Funds 51
B Other Funds 537,781,386 539,941,371 546,403,160 544,891,342 544 382 491 581,473,806
M General Funds 56,230,178 56,034,088 56,168,915 56,469,659 57,874,634 510,751,146

Note: Significant increase in
Other Funds for 2015-17
based on new Veterans’
Home in Lebanon opened in
Fall 2014.

Does not include E-Board
actions.

L.A.B. = Legislatively Adopted Budget; G.B. = Governor’s Budget; **Excludes Debt Service and Nonlimited Expenditures

AGENCY SUMMARY // AGENCY CHARTS AND GRAPHS // DISTRIBUTION BY FUND TYPE CHART *
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2015-17 GOVERNOR'S BUDGET:

COMPARISON TO 2013-15 L.A.B.

%70,000,000
$60,000,000
550,000,000
%40,000,000
%30,000,000
$20,000,000
%10,000,000
N N
2013-15 LAB | 2015-17 GB 2013-15 LAB 2015-17 GB 2013-15 LAB 2015-17 GB 2013-15 LAB 2015-17 GB
Pass-Through Statewide Veteran Services Veterans Home Loans Weterans' Homes
W Other Funds 5- 5- 5956689 5796,249 515,519,622 515,010,129 | 534,425,610 | 565,667 428
W General Funds| $5429537 | $4,828420 | 53,957,932 | 55,922,726 5- 5- §502,814 52,618,940
M Federal Funds $270,000 5- 530,000 51 &- &- 5- -
Lottery Funds S~ 5- 5- S~ 5- 5- 5- 52,093,963

Notes: Pass-through includes
funds to 34 counties and
National Service
Organizations for Veterans’
Services; Educational and
Emergency Aid, and Suicide
Hotline.

Significant increase in Other
Funds for 2015-17 based on
new Veterans’ Home in
Lebanon opened in Fall 2014.

Excludes Debt Service and
Nonlimited Expenditures

Includes Certification and
Training, Conservatorship,
Educational Aid and
Emergency Financial
Assistance.

AGENCY SUMMARY // AGENCY CHARTS AND GRAPHS // 13-15LAB TO 15-17 GB COMPARISON CHART * 4
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*MISSION STATEMENT AND STATUTORY AUTHORITY

Vision, Mission and Values

In early 2014, the Oregon Department of Veterans’ Affairs (ODVA) developed a new strategic plan for the agency. The plan was crafted not to transform the
agency, but to make a series of course corrections that, over time, will create a more robust agency focused on serving Oregon veterans and their families. The
foundations of the new strategic plan are the department’s vision, mission and values.

The vision is a statement of what ODVA wants to become; what the department is working towards. The mission is a statement about what ODVA does and why
we do it. The core values reflect how we must treat those we serve and each other to achieve our vision and mission.

OUR VISION

Veterans and their families thrive in Oregon.

OUR MISSION

ODVA serves and honors veterans through our leadership, advocacy and strong partnerships.

OUR VALUES

Respect, Integrity, Stewardship and Excellence.

Statutory Authority
Article XI-A of the Oregon Constitution mandates the over-arching duties of the Department. Oregon Revised Statutes Chapters 406 through 408 and Oregon
Administrative Rules contained in Chapter 274 are the primary laws and rules governing the Department.

A

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // MISSION STATEMENT AND STATUTORY AUTHORITY . 5
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* AGENCY STRATEGIC PLAN: FIVE-YEAR STRATEGIC PLAN 2014-20I19

The Oregon Department of Veterans’ Affairs (ODVA) developed a new strategic plan for the agency in early 2014. At that time, most of the department’s senior
management team had been in place for only six to nine months. The team developed a five-year strategic plan to make a series of course corrections that,
over time, would create a more robust agency focused on serving Oregon veterans and their families.

Overview

ODVA has four major operational functions: veteran services, the veteran home loan program, the two veteran homes (The Dalles and Lebanon) and core
operations that support and enhance other functions. The development of the strategic plan included a careful consideration of existing operations and
potential strategies to use limited resources to positively impact the greatest number of veterans.

While no single agency or organization can wholly address the needs of veterans, ODVA is well-positioned to reach veterans when they need resources and
benefits. As the leader and expert on veteran’s issues in Oregon, ODVA recognizes the need to maximize the current veteran benefits that federal, state, local
governments and nonprofits provide and has begun to develop and deepen fully-engaged partnerships.

Veteran Services

ODVA, in partnership with 34 of Oregon’s 36 counties, assists veterans by filing federal claims on their behalf and advocating for disability compensation and
pension benefits. These federal claims result in benefits and resources for Oregon veterans and have a significant impact on the lives of veterans. Disability
compensation, pension payments, education and health care benefits are earned through honorable military service. These benefits provide income to veterans
to pay for living expenses, reduce dependency on state resources, contribute to the health of Oregon’s citizens, and increase the state’s trained and educated
workforce.

The economic impact of the federal claims that county veteran service officers and veteran service officers file is significant. In 2013, the federal VA distributed
$2.28 billion in Oregon for veteran’s education, health, compensation and pension. Compensation and pension benefits, which are cash benefits paid directly to
veterans in Oregon, added $1.1 billion to the Oregon economy in 2013, adding an average of $91.7 million each month.

Only three out of ten Oregon veterans are receiving federal benefits. One of the key strategies is to serve more veterans and serve them better and ultimately
increase the amount of federal benefits Oregon veterans receive.

Veteran Home Loan Program
ODVA'’s original purpose was to provide affordable home loans to veterans and this remains an important core program today. In the past seven years, the
home loan program has weathered great challenges: the national housing market and a low interest rate environment. However, during that past 18 months,

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY STRATEGIC PLANS 7,? 6



2015-2017 GOVERNOR’S BUDGET i% OREGON DEPARTMENT OF VETERANS’ AFFAIRS

the loan program has increased the amount of loan originations from $8.8 million in fiscal year 2010 to approximately $52 million in fiscal year 2014. ODVA
anticipates additional increases for 2015.

Veterans’ Homes in The Dalles and Lebanon

The Oregon Veterans’ Homes provide veterans and their families with access to high-quality nursing home care at affordable rates as a federal and state benefit.
The Oregon Veterans” Home in The Dalles was opened in 1997 and can care for as many as 151 residents who need long-term care in a skilled nursing facility,
and offers Alzheimer’s and memory-related care, and inpatient and outpatient rehabilitative care. Admission is open to veterans, their spouses and parents who
have lost a child to war-time service. The Dalles home has won numerous national awards for excellence.

The new 154-bed veterans’ home being built in Lebanon (planned opening in Fall 2014) received 65 percent in Federal USDVA grant funds and 35 percent in local
match funding (Linn County levy) for construction. In 2013, the state provided additional funds to make up a short fall in the local match due to construction
changes mandated by the federal VA. Upon opening, the types of operating revenues expected for the Lebanon Home are anticipated to be similar to that of
the current facility in The Dalles.

Core Operations

Core operations play a critical role in supporting the function of ODVA’s programs. The communications section provides technical and communications support
to the 34 county veteran service offices in addition to all departmental communications, publications, and website development. The section also produces and
regularly updates the Veteran Benefits Magazine that is used by all the counties and has established customized websites for each county that link to key state
and local resources for veterans. The information services section supports the challenging data operations for a mortgage loan program, conservatorship
system, veterans services databases and a wide variety of applications. Finance manages the critical bond sales for home loans and handles the financial aspects
of the veterans’ homes, along with day-to-day accounting, budgeting, financial reporting and payroll functions. One of ODVA'’s key strategies is to invigorate
these core operations to build a better, stronger and more durable department for the future.

ODVA Strategic Plans for 2015-17
ODVA developed a five-year plan for 2014-2019. The strategies for 2015-17 serve to build the foundation for the five-year plan.

The foundations of the new strategic plan are the department’s vision, mission and values. The vision is a statement of what ODVA wants to become; what the
department is working towards. The mission is a statement about what ODVA does and why we do it. The core values reflect how we must treat those we serve
and each other to achieve our vision and mission.

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY STRATEGIC PLANS 7,7 7
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OUR VISION

Veterans and their families thrive in Oregon.

OUR MISSION

ODVA serves and honors veterans through our leadership, advocacy and strong partnerships.

OUR VALUES

Respect, Integrity, Stewardship and Excellence.

ODVA Five-Year Strategic Goals and Objectives for 2014-1019

ODVA developed four strategic goals: target veteran services, mobilize partnerships, drive veteran engagement and invigorate core operations.

The goals are what ODVA must do to meet its vision and mission. For each strategic goal, ODVA developed the objective or purpose of the goal, or why the goal
was developed. Finally, the department developed specific strategies to achieve the goals and objectives; these are how the agency will meet the goals.

Goal: Target Veteran Services
Objective: To serve more veterans and serve them better.

Strategies:

e Investin a 21* century veterans’ services system

e Ensure veterans service officers across Oregon are well-staffed and resourced

e Focus statewide veteran services on training, claims review, advocacy, and support
e Better connect veterans to community resources

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY STRATEGIC PLANS ]/3 8
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Goal: Mobilize Partnerships
Objective: To leverage all resources available to veterans

Strategies:

e Maximize up-front, preventative resources to reduce expensive, back-end safety net systems

e Bring the veterans’ lens to key outcome areas in health/wellness and education/economic opportunity
e Collaborate to create, connect and support statewide networks for veterans and family resources

e Partner across federal, tribal, state and local governments

e Engage private, non-profit and philanthropic sectors

Goal: Drive Veteran Engagement
Objective: To amplify awareness of resources and build the Oregon veteran brand

Strategies:

e Deepen the connection with the veteran community

e Promote a positive image of veterans and their families

e Build the Oregon veterans brand

e Ensure a seamless and positive experience by veterans seeking services

Goal: Invigorate Core Operations
Objective: To build a better, stronger and more durable department for future generations through our responsible, resourceful and creative
management

Strategies:

e Reenergize the Veterans’ Home Loan program

e Provide the best in care at the Oregon Veterans’ Homes

e Support 21* century veterans’ services through integrated information technology

e Maintain fiscal integrity and sustainability of the Department’s programs

e Infuse a culture of service that champions our values and vision through leadership, training, communication and accountabilit

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY STRATEGIC PLANS 7,7 9
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* AGENCY PROCESS IMPROVEMENT EFFORTS

ODVA has a two-pronged approach for process improvements. The first approach is the implementation of a five-year strategic plan for 2014-2019, that was
developed in early 2014. Key components of implementing this strategic plan are the policy option packages addressed below. The second approach to process
improvements is the creation and use of new key performance measures based on ODVA’s strategic plan.

Process Improvements under the Strategic Plan

ODVA developed a five-year strategic plan for 2014-2019 that provides a framework for process improvement efforts. The department is committed to the four
strategic goals that target veteran services, mobilize partnerships, drive veteran engagement and invigorate core operations.

The operational plan for each of these strategies is to improve existing processes and develop new processes where appropriate. The policy packages included
in this budget allow the department to implement improved processes. For example, one of ODVA'’s strategies is to “invigorate core operations” in order to
“build a better, stronger and more durable department for future generations through our responsible, resourceful and creative management.” The veterans’
home loan program is one of ODVA’s core operations. In order to increase loan capacity and better originate and service home loans, the department needs a
software program that integrates all functions in an “end-to-end” system (origination through servicing), rather than using multiple programs.

Each policy package is carefully designed to accomplish two goals:
1. Implement the objective for each of the four strategic goals in the strategic plan
2. Improve existing processes or create a new process to meet the objective

The process improvements contained in the strategic plan and set out specifically in the policy option packages are as follows:

Policy Option Package 101:
This package implements the goal to target veteran services with the objective of serving more veterans and serving them better. The strategies for
implementation contained in the package are:

e Meet the county veteran service officer training workload demands

e Refocus Statewide Veteran Services in Portland and Salem to serve more veterans and serve them better

e Align existing positions with actual work performed and appropriate funding

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,? 10
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Policy Option Package 102:
This package implements the goal to target veteran services with the objective of serving more veterans and serving them better and the goal to drive veteran
engagement with the objective of amplifying awareness of resources and building the Oregon veteran brand. The strategies for implementation contained in
the package are:

e Preserve funding for counties to serve more veterans and serve them better

e Focus Statewide Veteran Services (Salem) on statewide services and develop a transition plan for local claims

e Meet the county veteran service officer training demands

e Drive veteran engagement through robust and critical outreach processes

Policy Option Package 103:
This package implements the goal to invigorate core operations with the objective of building a better, stronger, more durable department.
The strategy for implementation contained in the package is:

e Modernize hardware and software for efficiency and effectiveness and establish a veteran’s contact database

Policy Option Package 104:
This package implements the goal to mobilize partnerships with the objective of leveraging all resources available to veterans. The strategy for implementation
contained in the package is:
e Staff key policy areas for health/wellness and education/economic opportunity to develop intentional and strategic relationships with state, local,
federal and tribal agencies, non-profits and others to increase veterans’ access and utilization of existing resources

Policy Option Package 105:
This package implements the goal to invigorate core operations with the objective of building a better, stronger, more durable department.
The strategy for implementation contained in the package is:

e Meet the increasing demands for processing veteran home loans with efficiency, effectiveness and customer service

Policy Option Package 106:
This package implements the goal to invigorate core operations with the objective of building a better, stronger, more durable department.
The strategy for implementation contained in the package is:
e Increase efficiencies and improve customer service in the home loan program by establishing an end-to-end IT system from loan origination to servicing

Policy Option Package 107:
This package implements the goal to invigorate core operations with the objective of building a better, stronger, more durable department.

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,7 11
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The strategies for implementation contained in the package are:
e Increase the effectiveness of the liaison services to the Oregon veteran homes

Process Improvements under the New Key Performance Measures

Based on ODVA's five-year strategic plan for 2014-2019, the department revised its existing key performance measures (KPMs) in early 2014 and developed
some new, more meaningful measures to align with the strategies, goals and objectives.

KPM #1la

Goal

Oregon Context

Data Source

Loan Program: Delinquent Accounts. Percentage of the number of Oregon Department of Veterans’ Affairs home loan

accounts that are 90 days or more delinquent plus those in active foreclosure.

Note: Updated KPM. Since 2003, the Department’s KPM #1 was for home loan accounts “in delinquent status.” This measure included all loans that were 30 days or
more delinquent, but did not include any loan accounts that were in active foreclosure. Beginning FY 2015-17, this KPM has been renumbered to KPM #1a and modified
to measure all home loan accounts that are 90 days or more delinquent plus those in active foreclosure. This modification to the KPM better reflects the overall health
and integrity of the loan portfolio.

Maintain the fiscal integrity of the loan servicing portfolio by keeping the percentage of the number of loans that are 90
days or more delinquent or in active foreclosure to not more than 1.5% of the overall servicing portfolio.

Provide Oregon veterans with an earned home loan benefit through a high quality, high performing loan portfolio.

Oregon Department of Veterans’ Affairs internal reporting systems.
Note: Comparative results are from the National Delinquency Survey published by the Mortgage Bankers Association.

Our Strategy
ODVA'’s strategy is to use quality underwriting standards and early intervention efforts with borrowers to minimize delinquencies and
forclosures.

About the Target

The target is for the number of home loan accounts that are 90 days or more delinquent plus those accounts that are in active
foreclosure to be not more than 1.5% of the total number of loans in the loan servicing portfolio. A low percentage of delinquent loans
in the Department’s loan servicing portfolio demonstrates the quality and effectiveness of its loan underwriting and collection efforts.
Prudent underwriting standards during loan origination coupled with focused collection efforts during the first stages of delinquency
create lower delinquency levels.

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,7 12
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KPM # 1b

How Are We Doing
As of the end of Fiscal Year 2014, the percentage of the total number of loans in the loan servicing portfolio that were delinquent 90
days or more plus those loans in active foreclosure was 1.45%.

How We Compare

The Department’s comparative performance to other loan servicer statistics show the Department’s delinquency and foreclosure figures
consistently below the levels of other servicers on conventional prime, federal VA and FHA loans in Oregon. For example, compared to
ODVA’s 90 days or more delinquency plus foreclosure rate of 1.45% for FY 2014, the rate in Oregon for conventional prime loans was
2.84%, FHA loans was 5.88%, and Federal VA loans was 4.09%.

Factors Affecting Results

Prudent underwriting standard and early intervention efforts on at-risk borrowers continue to keep delinquencies low. The ODVA
collection department works closely with our veteran borrowers to ensure they are in receipt of veterans benefits to which they are
entitled. Additionally, ODVA has referred veteran borrowers to Oregon Housing and Community Services to participate in the Oregon
Hardest Hits Funds program (the Oregon Homeownership Stabilization Initiative).

What Needs to Be Done
The Department needs to continue underwriting quality loans and closely monitoring customer home loan accounts and account
histories and respond with early interventions with borrowers to prevent delinquencies and foreclosures.

About the Data

The reporting cycle is the State’s fiscal year. The Oregon Department of Veterans’ Affairs will be the source for the delinquency and
foreclosure information on its loan portfolio. Comparative information on outside servicer statistics will be obtained from the Mortgage
Bankers Association, National Delinquency Survey. The Department will conduct an annual review of the KPM and supporting
documentation will be completed to verify reliability and accuracy.

Loan Program: Loan Origination. Increase the loan origination volume to $35 million or more in new loans per year.
Note: New KPM for 2015-17

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,7 13
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Goal

Oregon Context

Data Source

Provide veterans with a home loan benefit and help achieve long-term financial sustainability of the Veterans’ Home
Loan Program.

Provide a viable home loan program to Oregon veterans with rates generally below market levels.

Oregon Department of Veterans’ Affairs internal reporting systems

Our Strategy

The home loan program offers loans to veterans with rates generally below market levels. The Department’s strategy includes:
developing new marketing strategies to reach more brokers and wholesale lenders who actively offer the home loan program to veteran
borrowers; streamlining internal loan processing operations (including IT), to make the loan program more attractive to brokers and
wholesale lenders; and increasing targeted advertisement and outreach activities that increase awareness of the home loan program to
veterans and the public. Additional loan production, coupled with a streamlined, “end-to-end” loan processing and servicing software
system (from loan origination through loan servicing) will create greater efficiency and service levels. The goal is to increase the number
of third party originators submitting loans to ODVA for funding and servicing.

About the Target

The target is to increase the loan origination volume to $35 million or more in new loans per year. Achieving loan origination volume to
$35 million or more per year will continue providing a valuable veteran’s benefit and will have a positive impact on the financial stability
and continued availability of the home loan program in future years.

How are we doing

ODVA originated $53.8 million of veteran loans in FY 2014. However, for the five fiscal years prior to FY 2014, ODVA loan originations
were less than $35 million per year. Achieving loan originations volume that is greater than $35 million per year will help facilitate the
long term financial sustainability of the Veterans Loan Program. As background, the loan program has been experiencing financial losses
the past several years and will likely continue sustaining losses in the future primarily due to low interest rates, ongoing effects of the
Great Recession and the diversion of loan program reserves to support other Department activities. Loan originations for the past
several fiscal years are: FY 2011, $15.6 million; FY 2012, $15.8 million, and FY 2013, $27.2 million.

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,7 14
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KPM# 2

Goal

Oregon Context

How we compare

Because the Qualified Veteran Mortgage Bonds (QVMB) restricts the type of loans allowed under the program, the Department is
severely limited in its ability to mitigate the portfolio runoff (the decrease in the size of the home loan portfolio) that may be is caused
by low mortgage interest rates in the open market.

Factors affecting results
Recovery in the home loan program and achieving target goals are hindered by continued low interest rates, federal tax law restrictions
on eligible loans for veterans, and continued diversion of program resources to subsidize non-loan programs activities.

What needs to be done

The Department needs to vigorously market the home loan program to brokers, wholesale lenders, partners and veterans in order to
increase the size of the loan portfolio. In addition, changes to federal laws that would modify the 25-year loan application restriction
would benefit the loan program. Eliminating or substantially reducing the diversion of program resources to subsidize non-loan program
activities will strengthen the loan program and increase the pool of lendable funds for veteran’s loans. Finally, the ability to streamline
the funding process through new technology will allow ODVA to increase capacity in loan volume and continue to provide the highest
level of service to our loan sources and veterans.

About the data

The source of the data will be from the Oregon Department of Veterans’ Affairs origination reports. The annual reporting cycle will use
the State’s fiscal year. The Department will conduct an annual review of the KPM and supporting documentation to verify reliability and
accuracy.

Veteran Services: Disability Compensation and Pension Benefits. Amount of average U.S. Department of Veterans

Affairs (federal VA) disability and pension compensation received per Oregon Veteran who receives these benefits.
Note: REVISED KPM for 2015-17.

Veterans independence and financial stability. Improve the financial stability and independence of Oregon disabled
veterans and of Oregon veterans and their families who are eligible to receive pension benefits .

Many Oregon veterans are eligible to receive federal VA disability benefits and many Oregon veterans and their families

AGENCY SUMMARY // AGENCY SUMMARY NARRATIVE (107BF02) // AGENCY PROCESS IMPROVEMENT EFFORTS 7,7 15
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Data Source

are eligible to receive federal VA pension benefits.

Federal VA expenditure report from the Office of National Center for Veterans Analysis and Statistics.

Our Strategy

Deliver high quality claims representation for veterans on federal VA disability and pension claims so that veterans may receive awards
for these claims that exceed the national average. ODVA partners for this strategy include County Veterans Services Offices (CVSO),
National Service Organizations and other veteran organizations.

About the Target

The target is to exceed the national average on the dollar amount of the award received by a veteran or veteran’s family for disability
compensation claims and for pension claims. This KPM will measure the quality and effectiveness of the Department’s claim
representation. Higher federal disability compensation and pension dollars received by Oregon veterans and their families will positively
impact their financial stability and independence.

How are we doing
In federal fiscal year 2013, Oregon veterans received an average of $14,695 for disability compensation and $11,399 in pension benefits.
These amounts exceed the national average for disability compensation and pension benefits.

How we compare

The Department exceeded national averages for both types of veteran’s benefits. For 2013, the average dollar amount of disability
compensation received by Oregon veterans receiving this type of benefit was $14,695, compared to a national average of $13,131. For
2013, the average dollar amount of pension benefit received by Oregon veterans or their families receiving this type of benefit was
$11,399, compared to the national average of 11,315. Oregon is among the top states in the nation for veterans receiving disability
compensation and pension benefits.

Factors affecting results

The quality and effectiveness of the Department’s claims representation results in the receipt of higher disability compensation and
pension dollars by Oregon veterans and their families. The U.S. Department of Veterans Affairs claims rating policies, backlog, and
procedural changes may affect compensation received.
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KPM #3

Goal

Oregon Context

Data Source

What needs to be done
The Department needs to ensure that state and county veteran service officers receive significant and ongoing education and training in
successful claims representation, submission and appeals.

About the data
The reporting cycle is the Federal fiscal year. The Department conducts an annual review of each KPM and supporting documentation to
verify reliability and accuracy.

Veteran Services: Power of Attorney (POA). Number of power of attorneys granted by veterans to veteran service
officers and the Department.

Veteran’s independence and financial stability. Increase veteran’s access to disability compensation, pension benefits
and other federal, state and local benefits.

Many Oregon veterans are eligible to receive federal VA disability benefits and many Oregon veterans and their families
are eligible to receive federal VA pension benefits

VetraSpec, the state veterans claims management program

Our Strategy

Increase the number of veterans and dependents currently receiving information about benefits and assistance in preparing Federal VA
claims from Veteran Service Officers, accredited by the Oregon Department of Veterans Affairs. ODVA partners include Federal VA,
State Agencies, County Veteran Service Offices, other local government agencies and community-based organizations.

About the Target

The target for this KPM is to exceed the number of new POAs assigned to ODVA for the previous calendar year. ODVA is responsible for
training and certifying veteran service officers so that they may file federal VA claims on behalf of a veteran under ODVA’s power of
attorney. A veteran must assign a power of attorney (POA) for VA claims representation to ODVA to obtain assistance in filing a claim.
Increased numbers of POAs assigned by veterans indicate that more veterans or dependents are receiving high quality claims assistance
and information about benefits. Effective and high-quality claims assistance results in higher awards for disability compensation and
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KPM #4a

Goal

Oregon Context

pension benefit claims and greater access by veterans to other benefits.

How are we doing
This is a new KPM for 2015-2017. The baseline for this KPM is: in calendar year 2013, veterans assigned 8,416 new POAs to ODVA.

How we compare
ODVA holds the highest number of POA’s for any service organization in the state.

Factors affecting results

Some veterans may not want to be identified as veterans for receiving assistance; some veterans may not meet the criteria for benefits;
and others may be entitled to benefits but may not wish to apply.

What needs to be done

The Department needs to increase the amount of training and education and increase the quality of training for state and county
veteran service officers; increase its network of stakeholders; increase outreach efforts; and develop marketing strategies to identify and
reach out to veterans and dependents who might be eligible for veteran and family member benefits.

About the data

The reporting cycle will be based off calendar year data obtained from Vetraspec, the claims management system used by all state and
county VSO offices. The Department conducts an annual review of each KPM and supporting documentation to verify reliability and
accuracy.

Oregon Veterans Homes: Occupancy. Maintain an occupancy rate for licensed bed of at least 80% for licensed beds in
both veterans’ homes. New KPM for 2015-17

Achieve occupancy levels in both The Dalles and the new Lebanon veterans’ home that exceed the average statewide
occupancy levels nursing facilities in order to be able to provide private pay rates to veterans that are lower that Oregon
median nursing home rates.

Meet the care and social needs of Oregon’s veterans requiring skilled nursing care in a cost-effective manner.
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Data Source

Oregon Department of Veterans’ Affairs, Oregon Health Care Association & Oregon Health Policy & Research Information

Our Strategy
Maintain high occupancy levels by providing excellent nursing care and services to our veterans.

About the Target

Achieving an occupancy rate of 80% or greater allows the Oregon veterans homes to operate in a cost-effective manner while providing
quality care to veteran residents. At these census and occupancy levels, care and services can be provided with greater operational
efficiencies than if the occupancy rate were lower. These enhanced operational efficiencies in turn permit ODVA to maintain private pay
rates well below the median nursing home rates in Oregon.

How are we doing

For the past several years, the Oregon Veterans Home in The Dalles has been exceeding the targeted 80% occupancy rate. In FY 2015,
the new Lebanon Veterans’ Home (a 154 bed facility) will begin accepting residents and is projected to meet the 80% target occupancy
percentage within a three year period.

How we compare

For the past several years, the Oregon Veterans Home in The Dalles has exceeded the targeted 80% occupancy rate, which also
exceeded the average statewide occupancy rate for all nursing homes. FY 2014, the Veterans Home in The Dalles had an occupancy
percentage in excess of 90% while the average statewide nursing facility occupancy percentage was 60.69%. The Oregon Veterans’
Home in The Dalles has received the highest overall ratings from a number of organizations, including: 5 stars from the Centers for
Medicare and Medicaid Services (see Medicare.Gov); 5 stars and a designation from US News and World Report as a “Best Nursing
Home;” the Gold national quality award from the American Health Care Association/National Center of Assisted Living (a level that no
other Veterans Home in the nation has achieved), and favorable annual survey results from the Oregon Department of Human Services
and the United States Department of Veterans’ Affairs.

Factors affecting results
Factors that influence the occupancy rate include: 1) the aging of the Oregon veteran population and demand for nursing care services,
2) private pay rates at the Veterans Homes and in other nursing facilities, 3) the quality of care and services provided, and 4) resident
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KPM #4b

Goal
Oregon Context

Data Source

satisfaction levels.

What needs to be done
Continue providing excellent care to our Veteran Home residents at or below, median nursing home private pay rates.

About the data

The data will be obtained on an annual basis from both internal and external sources. The external sources for statewide averages will
come from the Oregon Health Care Association, Oregon Health Policy and Research and/or the Department of Human Services. The
annual reporting cycle will use the State’s fiscal year. The Department will conduct an annual review of the KPM and supporting
documentation to verify reliability and accuracy.

Oregon Veterans Homes: Maintain below-market veteran private pay rates.
Note:New KPM for 2015-17

Maintain veteran private pay rates below the median rate charged by Oregon nursing homes
Meet the care and social needs of Oregon’s veterans requiring nursing care in a cost-effective manner

Oregon Department of Veterans’ Affairs & Annual Genworth Cost of Care Survey

Our Strategy

Maintain below-market veteran private pay rates at both the Oregon veterans home in The Dalles and the new veterans home in
Lebanon by providing excellent care and services to our veterans in a cost-effective manner. This strategy will be facilitated by operating
the veterans homes with high levels of occupancy, resulting in operational efficiencies and economies of scale.

About the Target

The target is for private pay rates for both veterans homes to be below the median rate charged by Oregon nursing homes. Maintaining
below-market private pay rates demonstrates that the veteran is receiving nursing care and related services at more affordable prices
than can generally be found in other nursing facilities throughout the State. The annual Genworth Cost of Care Survey provides pricing
information from a third-party, independent source. The use of an outside, independent source for compiling comparable pricing
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information permits an objective assessment to be made on whether this performance measure is being met.

How are we doing
The veterans home in Lebanon is not yet operational. Veteran private pay rates at the Oregon Veterans Home in The Dalles are well
below market rate pricing in Oregon for nursing homes, resulting in significant savings for the veterans requiring nursing care.

How we compare

The following data is current as of June 2014. The Oregon Veterans Home in The Dalles, while maintaining excellent nursing care and
services, has maintained average private pay rates ranging between 60% to 70% of the median rates charged by other Oregon nursing
facilities. The Oregon Veterans’ Home in The Dalles has received the highest overall ratings from a number of organizations, including:
5 stars from the Centers for Medicare and Medicaid Services (see Medicare.Gov); 5 stars and a designation from US News and World
Report as a “Best Nursing Home;” the Gold national quality award from the American Health Care Association/National Center of
Assisted Living (a level that no other Veterans Home in the nation has achieved), and favorable annual survey results from the Oregon
Department of Human Services and the United States Department of Veterans’ Affairs.

Factors affecting results

Factors that influence the veteran private pay rates offered at the Veterans Home generally include: 1) the cost and breadth of services
offered; 2) the occupancy rate of the veterans home; 3) cost drivers in the health care industry; 4) the general health and type of care
that the veterans require; 5) the level and extent of volunteer involvement; and 6) Medicare/Medicaid reimbursement rates as well as
the per diem grants provided by the United States Department of Veterans Affairs.

What needs to be done
Continue providing excellent care to our Veterans’ Home residents below, median nursing home private pay rates. Closely monitor
operational efficiencies, occupancy rates and on-going developments in the health care industry.

About the data

Data will be obtained on an annual basis from both internal and external sources. The external source for the statewide median private
pay rates will come from the annual Genworth Cost of Care Survey. If the Genworth survey becomes no longer available, a comparable
independent source will be utilized.
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* AGENCY PROGRAMS

The Oregon Department of Veterans’ Affairs has three primary program areas:

e The Veteran Services Program that includes Statewide Veteran Services, Certification and Training, the County Veteran Service Offices, National Veteran
Service Offices, Conservatorship, Educational Aid and Emergency Financial Assistance.

e The Oregon Veterans’ Homes that includes the veterans’ homes in The Dalles and Lebanon.

e The Home Loan program that provides low-interest mortgages to Oregon veterans.

VETERAN SERVICES PROGRAM

The Veterans’ Services Program is responsible for providing advocacy and benefits to veterans, their dependents, and survivors. The program provides benefits
counseling, claims and appellate representation, certification and training for counties and national service organizations, conservatorship services, educational
assistance, emergency financial assistance, and other service delivery partnerships across the state. The division is the front line for all veteran benefits,
ensuring that veterans obtain all the benefits to which they are entitled as a result of their military service.

Within the Veterans’ Services Division, there are seven sub-program areas:

Statewide Veteran Services

Purpose: The United States Department of Veterans Affairs (Federal VA) benefit system is a legal system. In order to qualify for benefits, veterans must file a
claim against the United States proving they are eligible for these benefits through the submission of legal, military, and medical evidence.

ODVA employs federally accredited and state certified Veteran Service Officers (VSOs) located in Salem and Portland, who are subject matter experts in Federal
VA law (Chapter 38 United States Code and Chapter 38 Code of Federal Regulations) and are allowed to represent veterans who grant the VSO a power of
attorney. These VSOs represent veterans, their dependents, and survivors before the Federal VA in their claims and appeals. With its County Veteran Service
Officer and National Service Officer partners, ODVA provides claims advocacy and representation to Oregon’s 322,000 veterans, resulting in more than 15,814
new claims and more than 71,000 total claims filed during fiscal years 2013 and 2014. Currently, ODVA holds power of attorney for nearly 86,000 Oregon

veterans.
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The Statewide Veteran Service office in Portland submits all claims under ODVA’s power of attorney for 34 counties and state VSOs to the federal VA. This office
inputs, catalogs, provides quality assurance and liaisons with the Federal VA. This office also represents veterans on county and ODVA claims during various
stages of appeals.

The Statewide Veteran Service office in Salem handles direct claims for veterans for Marion and Polk Counties, and sensitive claims on a statewide basis. The
office also works on a few statewide veteran issues in a limited capacity. These statewide issues include veterans in justice involved situations (corrections,
veteran’s courts, etc.) and women veterans issues. The first goal is that the office only handle claims that are sensitive, high-profile or very challenging and focus
the counties on county claims. A second goal is to increase the breadth and depth of statewide direct service veteran’s issues the office will handle. In addition
to working active claims and appeals cases, state VSO’s from the Salem office provide county veteran services when a county elects not to fund a county veteran
service office or has a temporary vacancy.

Caseload: ODVA, in partnership with the County Veteran Service Offices provides claims and counseling advocacy and representation to Oregon’s 322,000
veterans, resulting in more than 7,384 new claims filed on their behalf during fiscal year 2013. In that same time, 2,037 Notice of Disagreements (NOD), 2,257
Statement of the Cases and 972 Form 9’s (continuation of the NOD process) were filed for veterans through ODVA’s Claims and Appeals offices. Currently, ODVA
holds Power of Attorney for nearly 86,000 Oregon veterans (as of April 2014).

Customers: This division has the responsibility to provide services to more than 322,000 veterans in Oregon, their family members who may qualify for benefits,
as well as the county and national veteran service offices and service provider organizations across Oregon. Federal, state, local and non-profit organizations
who offer benefits and services (employment, homelessness resources, mental health, etc.)

Source of Funding: General Fund dollars pay for direct Veteran Services Program personnel cost and a portion of veteran services and supplies. The remainder
of direct services and supplies and indirect personnel costs is funded Other Fund Loan Program dollars.

Expenditures: $4,476,101 General Funds; S1 Federal Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 24 Statewide Veteran Services positions and two Policy Operation positions (23.5 FTE).

Certification and Training

Purpose: ODVA is responsible for the training, certification, and accreditation of all county, state and national service officers. The agency holds initial onsite
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training for all new veteran service officers, one annual conference and will be developing online learning. Training is conducted on the latest federal VA legal,
medical and process information.

ODVA trains and accredits veteran service officers (VSO) to file defensible claims for disability, benefit and pension compensation on behalf of veterans. Claims
are filed through ODVA’s Power of Attorney (POA) or a national service organization’s POA, as the claims are legal documents reviewed and adjudicated by the
U.S. Department of Veterans’ Affairs.

It takes approximately 18 months for a new VSO to achieve accreditation. VSOs must understand the intricacies of veteran status, types of military discharges,
privacy laws under HIPAA, Federal VA organization and structure, and state and local information resources available to veterans. The VSOs also need to learn
the basics of federal laws and eligibility surrounding service connected compensation, non-service connected pensions, survivor benefits, veteran and
dependent educational benefits, Veterans Administration healthcare, fiduciary responsibilities and conservatorship assistance available to veterans, how to
interview veterans, and how to develop and file (using the correct forms, documentation, and procedures) each kind of claim.

One of the more daunting hurdles for new VSOs is learning to interpret and manage existing claims with complex case files and long histories. VSOs also need to
be trained in laws and procedures specific to the appeals process. ODVA provides 40 hours of intensive one-on-one class room training for new VSO’s to go over
this information initially, along with mock interviews, full practice claims, and training on the automated case management data system, VetraSpec. After this
initial intensive introduction, the VSO returns to their home county, and begins interviewing veterans and compiling claims under remote supervision; for the
next eighteen months, ODVA provides intensive coaching via phone and email, and will arrange for a site visit to the Portland claims office and the federal VA,
and will also periodically go to a CVSQ’s county to work with them in their home environment.

Fully-accredited VSOs need continuing education to keep pace with new procedures and directives coming from the federal Veterans’ Administration. Training
needs for fully-accredited VSOs include developing curricula and hosting an annual conference with specific workshop tracks and general sessions. Advanced
training includes a deeper dive into the Code of Federal Regulation Title 38 governing veterans’ benefits, analysis of federal claims and appeals decisions, legal
research, and outreach best practices.

Workload: Responsible for training and certification of 16 state and 55 county veteran service officers. As of July 2014, nine new VSQO’s were trained, six new
certifications were awarded, and 36 recertifications were issued during the 2013-15 biennium.

Customers: 34 County Veteran Service Offices. Currently, there are 55 CVSOs, employed by 34 counties (claims for Marion and Polk counties are currently
handled by Statewide Veteran Services in Salem) and 16 state veteran service officers.
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Source of Funding: General Fund.
Expenditures: $440,381 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds two positions (2.0 FTE).

County Veteran Service Officers (CVSOs) Program

Purpose: ODVA'’s statewide partnership with counties began when the legislature appropriated money to aid counties in an effort to promote services to
veterans on a local level. It is an effective network of trained County Veteran Service Officer (CVSO) in 34 of the 36 counties.

CVSOs are not supervised by ODVA; however, the agency provides training, certification, accreditation, counsel, and outreach to the CVSOs. The vast majority of
CVSO appeal cases also are handled by the Statewide Veteran Service office in Portland.

Workload: ODVA provides support to the County Veterans Service Offices through training, guidance, claims review and appellate representation; advocacy for
our veterans, dependents and /or survivors in pursuit of benefits; and interoperability with the U.S. Department of Veterans Portland Regional Office. . ODVA
passes through to the counties $3.5 million in general funds to support enhancement and expansion of CVSO operations. The administration of these monies
requires counties that provide veterans services to file an annual application to receive funding and then submit quarterly reports of activities and expenditures
in order to receive payment.

The 2013 Oregon Legislative Assembly provided the Oregon Department of Veterans' Affairs with $1,000,000 in funding for the Veterans' Extended Outreach
Grant Program to support county veteran service offices. This provision marks the first time money has been allocated for a competitive grant to increase
outreach to veterans.

Customers: 34 County Veteran Service Offices, including 55 CVSO'’s.
Source of Funding: General Funds.
Expenditures: $4,714,480 General Fund.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).
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National Service Organizations (NSO)
Purpose: ODVA partners with national veterans’ service organizations in Oregon. National veteran service officers provide the same veteran benefit and claims

representation as state and county veteran service officers. Currently, the Disabled American Veterans, Veterans of Foreign Wars, Military Order of the Purple
Heart, and National Association of Black Veterans participate in this partnership.

Workload: The NSOs submit an annual request for funding to ODVA and this is reviewed and processed by the department for approval and budgeting. The
monies are then distributed on a quarterly basis following the review and processing of NSO quarterly reports of expenditure and activities.

Customers: The National Service Organizations.
Source of Funding: General Fund.
Expenditures: $113,940 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).

Conservatorship
Purpose: When veterans are deemed to be incompetent by the court or the Federal VA to manage their own finances, the court or the federal VA may appoint

ODVA to provide conservatorship services, which include managing all assets for the veteran as fiduciary. In 2013, ODVA began representing new clients as a
Representative Payee (in which the Agency acts in a limited capacity to pay the bills of these veterans).

Workload: As of June 30, 2014 ODVA had 146 Conservatorship clients and nine Representative Payee clients in the Conservatorship program. The program has
served 1,652 clients over the lifetime of this program.

Customers: Program customers include: veterans, USDVA, courts, guardians, case managers, family members, residential care facilities, foster homes, nursing
homes, doctors, pharmacies, hospitals, utilities companies, attorneys, insurance companies, accountants, Defense Finance and Accounting Service, Social
Security Administration, realtors, state, county, and federal agencies, Department of Justice, probation officers, police departments, investigators, vendors such
as rental companies, yard maintenance, veterinarian offices, personal assistant escorts, travel agents, airlines, hotels, etc.,
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Source of Funding: General Funds and Other Funds. Other Funds are generated by fees charge to client accounts under Conservatorship and Representative
Payee Program.

Expenditures: $602,290 General Fund and $796,249 Other Funds.

Positions and FTE: 2015-17 Governor’s Budget funds seven positions (7.5 FTE).

Educational Aid
Purpose: Educational Aid is a state benefit that provides veterans $150 a month for a full-time student and $100 a month for a part-time student who has no
other military or veteran education benefits.

Workload: During the 2013-15 biennium, approximately 35 veterans per month were receiving Educational Aid monies, while another 250 veterans were on the
waiting list. 900 applications were received, but not all applicants were able to obtain the benefit due to shortages in funding.

Customers: Veterans and Oregon higher education institutions.
Source of Funding: General Funds.
Expenditures: $88,983 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).

Emergency Financial Assistance Program

Purpose: Emergency Aid offers a one-time grant to veterans who have emergency needs. Examples include a veteran whose car needs repair and without this
repair cannot work or a homeless veteran who obtains a job, but needs help with rent and deposits for a place to stay. The key is sustainability; the veteran must
be able to sustain their finances after receiving the bridge funding via this grant.

Workload: In 2014, total grant applications received were 367 while funding allowed for only 169 of those applications to be granted.
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Customers: Veterans, private and public institutions where a veteran may hold a debt or need to make payments to receive a service.
Source of Funding: General Fund
Expenditures: $314,971 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).

OREGON VETERANS' HOMES

Purpose: The purpose of the Oregon Veterans’ Homes is to provide veterans and families with access to high-quality nursing home care at affordable rates as a
state and federal benefit for veterans. Residents receive 24-hour, long-term skilled nursing, Alzheimer’s and other memory-related, and rehabilitative care by a
nursing staff whose skills and understanding meet the unique and special needs of veterans. The nursing staff is complemented by physical, occupational, and
speech therapists who provide specific physician-ordered services to help residents meet their maximum rehabilitative potential.

Customers: Care at the Oregon Veterans’ Homes is an earned benefit available to veterans, their spouses, and parents who had a child die while serving in the
United States Armed Forces. To be eligible for this benefit, qualifying veterans must have served as defined by the U.S. Department of Veterans Affairs (Federal
VA) and received an honorable discharge from their branch of service.

Source of Funding: Operating revenues are primarily comprised of monies received from residents of the facility, Medicare and Medicaid reimbursements, and
grant per diem received directly from the USDVA. The facility also receives donations to the Veterans’ Home Trust Fund, as well as monies from the sale of
Veterans License Plates through the Department of Motor Vehicles, and money from the Charitable Check Off program.

The new facility being built in Lebanon (planned opening in Fall 2014) received 65 percent Federal USDVA Grant funds and 35 percent local match funding (Linn
County levy) for construction. In 2013, the state provided additional funds to make up a short fall in the local match due to construction changes mandated by
the federal VA. Upon opening, the types of operating revenues expected for the Lebanon Home are anticipated to be similar to that of the current facility in The
Dalles.

Expenditures: 565,667,428 Other Funds. $2,618,940 General Funds. No General Funds have been provided for Veterans’ Homes operational costs.

Positions and FTE: 2015-17 Governor’s Budget funds four positions (4.0 FTE).
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Workload: The Agency contracts with an operator to manage the operations of the Oregon Veterans’ Homes. The facility in The Dalles has a 151-bed capacity
with 90% average occupancy level. The new facility in Lebanon opened in the Fall of 2014 has a 154-bed capacity.

HOME LOAN PROGRAM

Purpose: Wanting to provide a benefit to World War Il veterans returning home, Oregon citizens voted in 1945 to create a Veterans’ Home Loan Program,
establishing it in Article XI-A of the Oregon Constitution. Identified as the Home Loan Program, this historically self-sufficient program provides low-interest rate
mortgages on single-family, owner-occupied homes to qualified veterans.

Oregon is one of only five states in the nation that has been grandfathered under federal tax law to offer a state veteran home loan program; the other four
grandfathered states include Alaska, California, Texas, and Wisconsin. The concept behind the veteran home loan program is that these states want to provide
an enhanced housing benefit to their veterans for their past service and sacrifice.

Historically, this enhanced housing benefit has generally resulted in significantly lower home loan rates than are normally available in the marketplace through
the issuance of tax-free, state general obligation bonds called Qualified Veteran Mortgage Bonds (QVMB). QVMB’s have limitations on how they can be used;
most notably, borrowers must apply for a loan within 25 years of discharge from military service, and funds cannot be used for refinancing. ORVET also has
access to limited amounts of less restrictive bond monies from which it can also make loans to veterans who apply for a loan after 25 years from date of
discharge. It is this money that is being used to finance loans made to Oregon’s veterans that were made eligible as a result of the passage of Measure 70 in
2010. The ORVET program offers financing up to the Fannie Mae limit, currently $417,000.

Customers: Home Loan customers include veterans, private-sector mortgage lenders, realtors, mortgage brokers, appraisers, title companies, insurance
companies, and credit reporting agencies. The Department also has partnered in the past with Oregon Housing and Community Services (OHCS) to make tax-
exempt funds available through OHCSD for low- and moderate-income housing.

The program has provided more than $7.7 billion of low-interest loans to more than 334,000 veterans, and, at one time, ODVA was one of the largest lenders in
the state with a portfolio of more than 140,000 loans. In addition to originating loans, the program currently services all of its loans. The benefit to the veteran
of ODVA servicing its own loans is the enhanced customer service provided to the veterans and their families, as well as the flexibility and ability to restructure
loans if the veteran borrower experiences financial hardship.

Source of Funding: Other Funds. Primary sources of revenue consist of loan and contract-related repayments, investment earnings, fee and rental income, and
proceeds from bond sales.
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Expenditures: $15,010,129 Other Funds. Loan Program dollars continue to subsidize non-loan program related functions for services and supplies and indirect
personnel costs.

Positions and FTE: 2015-17 Governor’s Budget funds 11 positions (11.0 FTE) for Direct Loan Services and 40 (40.0 FTE) other agency operational positions, for a
total of 51 (51.0 FTE) positions.

Workload: The Home Loan Program has been most robust when large numbers of veterans returned to Oregon, such as after World War Il, the Korean War, and
the Vietnam War. However, warfare has changed and large “draft” armies are not being deployed; which means large numbers of veterans are not returning to
Oregon seeking loans. In recent years, fewer veterans, coupled with the housing market recession, high unemployment, low conventional mortgage rates, and
the inability to use QVMB monies for refinancing, has resulted in a significant portfolio reduction of home loans. As of June 30, 2014, the portfolio included
approximately 1,934 loans totaling more than $214 million.
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*ENVIRONMENTAL FACTORS

The environmental factors that significantly aid and hinder ODVA’s ability to achieve desired results include:
e Factor 1: Increase in the number of veterans filing claims and continuously changing veteran demographics
e Factor 2: Seven out of ten veterans are not accessing or utilizing federal veterans benefits
e Factor 3: Home loan market

Factor 1: Increase in the number of veterans filing claims and continuously changing veteran demographics

From WWII to the most current conflict in Afghanistan, veterans are seeking benefits, services and resources at unprecedented rates. In the last decade alone,
the total dollars being received by Oregon veterans has more than doubled from $924 million (2003) to $2.2 billion (2013). From 2012 to 2013, the amount
increased by $400 million even as the veteran population decreased.

According to the USDVA’s FY13 Geographic Distribution of VA Expenditures Report, Oregon veterans received more than $1.1 billion in Compensation and
Pension Payments (approximately $92 million per month), $128 million in Education and Readjustment benefit (increase from $120.6 million in 2012), and more
than $959 million in Health Care (increase from $764 million in 2012).

In the last decade, veteran benefits and compensation received by veterans in Oregon has more than doubled. More veterans are filing claims, seeking and
receiving healthcare and using their earned education benefits, however the USDVA system has experienced a significant bottleneck in the rating and awarding
these benefits.

Oregon Veteran Demographics and Trends

Today, there are an estimated 322,355 veterans in Oregon whose service ranges from World War 1l (6.5%), Korea (8.5%), Vietnam (37.2%), the Gulf War (15.3%),
Irag/Afghanistan (6.6%) and the intervening peacetime operations (25.9%). Nearly three quarters of this population served during a war or major conflict.

Nearly 9% of our veterans are women, 8% are minorities and 1% is Native American.

For our veterans’ population, 23% are over the age of 74, reflecting the growing aging WWII, Korean War and Vietnam generations, when a large percentage of
citizens served in war efforts. Demographics for the younger generation are much lower with only 7.4% of 18-34 year olds obtaining a veteran status. Fewer
people are serving in the military today, but those who do, are having to endure multiple in-theater deployments overseas.
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WWII and Korean War Era Veterans

The number of remaining WWII and Korean War veterans is on a steep decline. In 2013, Oregon’s WWII veteran population dropped by more than half, from
15.5% to 6.5%. Korean War veterans also saw a decrease in their ranks, dropping to 8.5% of the veteran population.

In post-WWII and Korea War society, not much was known about post-traumatic stress. The term did not enter the official manual of psychiatric diagnoses until
1980; effective treatments did not become widely available until the late 1990s. As these veterans age and no longer work, they increasingly face memories of
their war time experiences. These veterans tend to know very little about post-traumatic stress, even as it haunts many of them. If they do seek help, they are
likely to describe their problems as physical.

Even as the number of these veterans continue to decline, ODVA continues to experience a spike in claims for medical care, mental health services, long-term
care, and burial benefits by service members of these conflicts. Assistance for their widows has also increased significantly, and ODVA works closely with the
federal VA to ensure this generation’s claims are expedited.

Vietnam Era Veterans

By conservative estimates, at least half a million of the nation’s Vietnam veterans still lead lives challenged by serious, war-related readjustment issues.

Forty years following the end of the Vietnam War, the department has seen a heavy increase in disability claims filed on behalf of Vietnam veterans due to
triggered responses to the current wars and the manifestation of acute diseases brought on by exposure to Agent Orange, an herbicide used to clear jungles in
Vietnam. In 2010, three additional major conditions were identified as being associated to the exposure to herbicides: Hairy Cell and other B-Cell leukemia,
schemic heart disease, Parkinson’s disease, and B-cell leukemia. This exposure is also linked to fatal and chronic conditions like Hodgkin’s disease, multiple
myeloma, prostate cancer, heart disease, and Type 2 diabetes.

Gulf War Era Veterans

Although the Gulf War only lasted 100 hours on the ground, its effects on the health of these veterans were long-lasting. More than 20 years later, they are still
experiencing neurological, respiratory and other health issues as a result of their service.

Similar to issues with Agent Orange use during the Vietnam War, the USDVA has taken a long time to acknowledge the health issues stemming from Operations
Desert Storm. Burning oil fields, the destruction of unused Iragi chemical weapons, and other issues with hazardous waste resulted in a plethora of serious
medical conditions.
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Iraq/Afghanistan Veterans

Of the nearly 31,000 Oregonians who have deployed in support of recent conflicts, nearly 38% of Oregon’s service members consisted of Guard and Reserve
components. Not since WWII have we seen such a mass activation of Guard and Reserve forces to federal duty. The complexity of veteran benefit laws and the
eligibility required for these benefits offers a unique challenge when trying to provide Oregon National Guard and Reservists with benefits. Unless these service
members have a minimum number of active duty days accredited to their service, many do not fully qualify for benefits.

Because of advances in technology and medicine, more of our service members are surviving injuries incurred in war that would have killed them in previous
battles. Traumatic Brain Injury (TBI), often called the signature wound of the Iraq and Afghanistan wars, occurs when a sudden trauma or head injury disrupts
the function of the brain. Nearly 25% of returning veterans have been diagnosed with this disabling injury and wounds are often invisible, the treatment
complex, and the effects far-reaching.

As these recent wars begin to draw down their combat ready forces, our work with this new generation of veteran is just beginning. They need jobs, education,
healthcare and reintegration services to transition back into civilian life. In the next decade alone, ODVA anticipates filling nearly 60% more disability claims
directly related to this war — Post Traumatic Stress, Traumatic Brain Injuries, orthopedic, and respiratory issues — that develop and become acute years after
service.

Factor 2: Seven out of ten veterans are not accessing or utilizing federal veterans benefits

One of ODVA'’s key strategic goals is to target veteran services in order to serve more veterans and serve them better. Only three in ten veterans are receiving
federal veteran’s benefits; therefore, 70% of Oregon veterans are not receiving these federal benefits such as education, health care, disability compensation or
pension benefits.

Increasing the number of veterans who receive the benefits they have earned is a challenging undertaking. ODVA is approaching this issue on three fronts. First,
by investing in a 21" century veterans services system, ensuring veteran services offices are well-staffed and resourced, and focusing ODVA statewide veteran
services on training, claims review, advocacy and support. Second, ODVA’s goal is to develop intentional and strategic relationships with state, local, federal and
tribal agencies, non-profits and others across systems to increase veterans’ access and utilization of existing resources. Finally, ODVA's goal is to drive veteran
engagement through a robust and sustainable outreach to veterans and the veteran community.

Factor 3: Home loan market

Interest rates, home prices and general economic conditions can help or hinder ODVA’s home loan program.
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Both the Oregon and national economy is gradually improving; however, veteran unemployment rates continue to be higher than the national average.
Consumers continue to be cautious with discretionary expenditures thereby resulting in flat or slow growth in several key industry areas. Banks suffered billions
of dollars in real estate related write-downs thereby leading them to tighten down on their credit underwriting. Until the well-being of the consumer and
financial institutions improve markedly, economic growth likely will continue to be limited.

Inability to Refinance Loans or Lend to Veterans Discharged More Than 25 Years - Because of the uncertain economic conditions, approximately 90% of our
customer interaction involves requests for a refinance product. Qualified Veterans Mortgage Bonds (QVMB) are tax-free, state general obligation bonds and
may not be used to refinance homes. This is the type of money generally used to fund the majority of veteran Home Loans in Oregon. Currently, federal law
limits the use of this money to purchase only loans and does not allow loans to be made to veterans who are 25 years past discharge from military service.

Home Values — Housing prices within Oregon and the nation dropped during the recession and are only now beginning to increase in certain areas. The
uncertainty of home values may be leading some possible veteran home loan applicants to defer their home buying decision until conditions improve.

Fewer Investment Banks in the Tax-Exempt Housing Business — As a result of the turmoil occurring during 2007 and 2008, a number of investment banks that
previously were involved with structuring and marketing of tax-exempt housing bonds have exited the business. This trend may make it more difficult to
structure and market Department bonds as effectively as in the past.
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* AGENCY INITIATIVES

The key agency initiatives the department will address in its 2015-17 budget are the policy option packages that implement the first steps in the department’s
five-year strategic plan. Each policy option package supports one or more of the four strategic goals and underlying objectives. The four goals and the policy
option packages that support the goal are outlined below. Each policy package is carefully designed to implement the objectives for each of the four strategic
goals and improve existing processes or create a new process.

Goal: Target Veteran Services
Objective: To serve more veterans and serve them better.

Strategies:

e Investina 21% century veterans’ services system

e Ensure veterans service officers across Oregon are well-staffed and resourced

e Focus statewide veteran services on training, claims review, advocacy, and support
e Better connect veterans to community resources

2015-17 GB Implementation Plan:
e The implementation strategies are to meet the county veteran service officer training workload demands, refocus Statewide Veteran Services in the

Portland and Salem office to serve more veterans and serve them better and to align existing positions with actual work performed (Policy Option
Package 101).

e The implementation strategies are to preserve funding for counties to serve more veterans and serve them better, focus Statewide Veteran Service
in Salem on statewide services and transition direct claims to focus counties on direct claims (Policy Option Package 102).

Goal: Mobilize Partnerships
Objective: To leverage all resources available to veterans

Strategies:

e Maximize up-front, preventative resources to reduce expensive, back-end safety net systems

e Bring the veterans’ lens to key outcome areas in health/wellness and education/economic opportunity
e Collaborate to create, connect and support statewide networks for veterans and family resources
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Goal:

Goal:

e Partner across federal, tribal, state and local governments
e Engage private, non-profit and philanthropic sectors

2015-17 GB Implementation Plan:
e The implementation strategy is to develop intentional and strategic relationships with state, local and federal agencies, the tribes, non-profits and
others across systems to increase veterans’ access and utilization of existing resources (Policy Option Package 104).

Drive Veteran Engagement
Objective: To amplify awareness of resources and build the Oregon veteran brand.

Strategies:

e Deepen the connection with the veteran community

e Promote a positive image of veterans and their families

e Build the Oregon veterans brand

e Ensure a seamless and positive experience by veterans seeking services

2015-17 GB Implementation Plan:
e The implementation strategies are to drive veteran engagement through robust and critical outreach processes (Policy Option Package 102).

Invigorate Core Operations
Objective: To build a better, stronger and more durable department for future generations through our responsible, resourceful and creative
management.

Strategies:

e Reenergize the Veterans’ Home Loan program

e Provide the best in care at the Oregon Veterans’ Homes

e Support 21* century veterans’ services through integrated information technology

e Maintain fiscal integrity and sustainability of the Department’s programs

e Infuse a culture of service that champions our values and vision through leadership, training, communication and accountability
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2015-17 GB Implementation Plan:

The implementation strategy is to modernize hardware and software for efficiency and effectiveness and establish a veteran’s contact database
(Policy Option Package 103).

The implementation strategy is to meet the increasing demands for processing veteran home loans for efficiency, effectiveness and customer service
(Policy Option Package 105).

The implementation strategy is to increase efficiencies and improve customer service in the home loan program by establishing one end-to-end IT
system from loan origination to servicing (Policy Option Package 106).

The implementation strategy is to increase the effectiveness of the liaison services to the Oregon veteran homes (Policy Option Package 107).
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* CRITERIA FOR 2015-17 BUDGET DEVELOPMENT

The criteria the Oregon Department of Veterans’ Affairs used for the development of the 2015-17 Governor’s Budget was based on the department’s five-year
strategic plan that was developed in early 2014. Each budgeting decision was based on whether the proposal met the department’s vision, mission, goals and
objectives. Only proposals that strongly aligned, supported and advanced the strategic plan were considered.

Within the context of the required budget development guidelines, each proposal was judged by the following criteria:

e Did the proposal align with ODVA’s vision that veterans and their families thrive in Oregon?
e Did the proposal align with ODVA’s mission that we serve and honor veterans through our leadership, advocacy and strong partnerships?
e Did the proposal support and promote one or more of the agencies four goals, objectives and strategies?
O Goal: Target veteran services. Objective: Serve more veterans and serve them better.
=  Strategies: Investin a 21st century veterans’ services system; Ensure veterans service officers across Oregon are well-staffed and resourced;
Focus statewide veteran services on training, claims review, advocacy, and support; Better connect veterans to community resources
O Goal: Mobilize partnerships. Objective: Leverage all resources available to veterans.
= Strategies: Maximize up-front, preventative resources to reduce expensive, back-end safety net systems; Bring the veterans’ lens to key
outcome areas in health/wellness and education/economic opportunity; Collaborate to create, connect and support statewide networks for
veterans and family resources; Partner across federal, tribal, state and local governments; Engage private, non-profit and philanthropic
sectors
0 Goal: Drive veteran engagement. Objective: Amplify awareness of resources and build the Oregon veteran brand.
=  Strategies: Deepen the connection with the veteran community; Promote a positive image of veterans and their families; Build the Oregon
veterans brand; Ensure a seamless and positive experience by veterans seeking services
0 Goal: invigorate core operations. Objective: To build a better, stronger and more durable department for future generations through our
responsible, resourceful and creative management.
O Strategies: Reenergize the Veterans’ Home Loan program; Provide the best in care at the Oregon Veterans’ Homes; Support 21st century veterans’
services through integrated information technology; Maintain fiscal integrity and sustainability of the Department’s programs; Infuse a culture of
service that champions our values and vision through leadership, training, communication and accountability.
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New
Delete

NEW

Proposed Key Performance Measures (KPM's) for Biennium 2015-2017

Title: Loan Program: Loan Origination. Increase the loan origination volume to $35 million or more in new loans per year.

Rationale:  ODVA criginated more than $35 million of veteran loans in FY 2014, However, for the five fiscal vears prior to FY 2014, ODVA loan

originations were less than $35 million per yvear. Achieving loan originations volume that is greater than $35 million per vear will help facilitate the
long term financial sustainability of the Veterans Loan Program. As background, the loan program has been experiencing financial losses the past
several years and will likely continue sustaiming losses in the future primarnily due to low interest rates, ongoing effects of the Great Recession and
the diversion of loan program reserves to support other Department activities. Loan originations for the past several fiscal years are: FY 2011,

$15.6 million: FY 2012. $15.8 millioni and FY 2013i $27.2 million.

NEW

Title: Veteran Services: Power of Attorney (POA). Number of power of attorneys granted by veterans to veteran service officers and the
Department.

Rationale:  The Department needs to inerease the amount of training and edueation and increase the quality of training for state and county
veteran service officers; increase its network of stakeholders; increase outreach efforts; and develop marketing strategies to identify and reach out
to veterans and dependents who might be eligible for veteran and family member benefits.

NEW

Title: Veteran Services: Disability Compensation and Pension Benefits. Amount of average U 8. Department of Veterans Affairs (federal
VA) disability and pension compensation received per Oregon Veteran who receives these benefits.

Rationale:  The quality and effectiveness of the Department(ls claims representation results in the receipt of higher disability compensation and

pension dollars by Oregon veterans and their families. The U.S. Department of Veterans Affairs claims rating policies, backlog, and procedural
changes may affect compensation received.

NEW

Title: Oregon Veterans Homes: Oceupancy. Maintain an occupancy rate for licensed bed of at least 80% for licensed beds in both
veterans? homes.

Rationale:  For the past several years, the Oregon Veterans Home in The Dalles has exceeded the targeted 80% occupancy rate, which also
exceeded the average statewide occupancy rate for all nursing homes. FY 2014, the Veterans Home in The Dalles had an occupancy percentage in
excess of 90% while the average statewide nursing facility occupancy percentage was approximately 60.69%. The Oregon Veterans? Home in The
Dalles has received the lnghest overall ratings from a munber of orgamzations, including: 5 stars from the Centers for Medicare and Medicaid
Services (see Medicare. Gov), 5 stars and a designation from US News and World Report as a "Best Nursing Home" the Gold national quality
award from the American Health Care Association/National Center of Assisted Living (a level that no other Veterans Home in the nation has
achieved), and favorable annual survey results from the Oregon Department of Human Services and the Urnited States Departinent of Veterans?
Affairs.

—
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New
Delete

Proposed Key Performance Measures (KFPM's) for Biennium 2015-2017

Title: Oregon Veterans Homes; Maintain below-market veteran private pay rates.
Rationale: The target is for private pay rates for both veterans homes to be below the median rate charged by Oregon mursing homes.
Maintaining below-market private pay rates demonstrates that the veteran is receiving nursing care and related services at more affordable prices
than can generally be found in other nursing facilities throughout the State. The annual Genworth Cost of Care Survey provides pricing

information from a third-party, independent source, The use of an outside, independent source for compiling comparable pricing information

perits an objective assessment to be made on whether this Erfonnancc IMCASUTe is bciﬁ met

DELETE Title: DISABILITY COMPENSATION - Average U. 8. Department of Veterans Affairs (federal VA) disability compensation received per
COregon veteran
Rationale:  Proposing new KPM that incorporates this KPM with additional information.

DELETE Title: RECOVERY OF NEW FEDERAL DOLLARS - Recovery of new U.S. Department of Veterans Aftairs (federal VA) benefit dollars (in

millions) for Oregon veterans, their dependents, and survivors with Oregon Department of Veterans' Affairs claims representation.

Rationale:  Proposing new KPM that incorporates this KPM with additional information,
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The Department is the states advocate for veterans, their dependents and survivors. The Department's essential work contributes to Oregon Benchmark #36
(State general obligation bond rating Standard and Poor’s), Oregon Benchmark #59 (Percentage of seniors living independently), Oregon Benchmark #73
(Percentage of houscholds that are owner occupied), and the Department's mission of advocating for veterans, their dependents and survivors to meet their
current and future needs. The Department partners with the U.S. Department of Veterans Affairs (VA), Oregon mortgage lenders and brokers, and state and
county agencies to help ensure the delivery of high-quality service to all Oregon veterans and thier families.

3. PERFORMANCE SUMMARY

The graph above should indicate that four of the Department’s Key Performance Measures have met or exceeded their targets: disability compensation,recovery
of federal dollars, customer satisfaction, and Boards and Commissions Best Practices. Also, all six components of the Department's customer satisfaction
performance measure (KPM #5) exceeded their targets during this fiscal reporting year. KPM #1 showing the percentage of ODVA velerans home loans in
deliquent status increased this reporting cycle and is above the target of 1.5% set for this measure. (See KPM #6 for clarification of the Department's Advisory
Committee being measured by 10 of the Boards and Comssions Best Practices criteria).

4. CHALLENGES

The largest challenge the Department faces relative to meeting its performance measure targels are primarily factors over which the Department has little or no
control. These include the interest rate environment and aspects of the Oregon economy that impact the Department's delinquency rates. For example, despite
excellent early intervention efforts by the Department, the State of Oregon's economy has impacted some borrowers ability to meet their financial obligations
and therefore affected account delinquencies. Factors that can affect the measures relating to disability compensation, recovery of federal dollars, and customer
service ratings include veterans claim ratings (level of compensation) from the U.S. Department of Veterans Affairs (VA), over which the Department has limited
influence.

5. RESOURCES AND EFFICIENCY

The Department's expenditures for the 2013-2014 fiscal year were $4,697,288 General Fund and $20,152,952 Other Fund (does not include debt service and
Nonlimited Other Fund).
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VETERANS' AFFAIRS, DEPARTMENT of II. KEY MEASURE ANALY SIS

2. ABOUT THE TARGETS

The target is for the number of home loan accounts that are 90 days or more delinquent plus those accounts that are in active foreclosure Lo be not more than
1.5% of the total number of loans in the loan servicing portfolio. A low percentage of delinquent loans in the Department's loan servicing portfolio demonsirates
the quality and effectiveness of its loan underwriting and collection efforts. Prudent underwriting standards during loan origination coupled with focused
collection cfforts during the first stages of delinquency create lower delinquency levels.

3. HOW WE ARE DOING

As of the end of Fiscal Year 2014, the percentage of the total number of loans in the loan servicing portfolio that were delinquent 90 days or more plus those
loans in active forsclosure was 1.45%.

4. HOW WE COMPARE
Accounts that are 90 days or more delinquent plus those accounts that are in active foreclosure is currently below the Department's target and the
Department's comparative performance to other loan servicer statistics show the Department's delinquency and foreclosure figures consistently below the levels
of other servicers on conventional prime, federal VA and FHA loans in Oregon. For example, compared to ODVAs delinquency plus foreclosure rate of

1.45% for FY 2014, the rate in Oregon for conventional prime loans was 2.84%, FHA loans was 5.88%, and Federal VA loans was 4.09%.

. FACTORS AFFECTING RESULTS

n

Prudent underwriting standard and early intervention efforts on at-risk borrowers continue to keep delinquencies low. The ODVA collection department works
closely with our veleran borrowers to ensure they are in receipl of veterans benefits to which they are entitled. Additionally, ODVA has referred veteran
borrowers to Oregon Housing and Community Services to participate in the Oregon Hardest Hits Funds program (the Oregon Homeownership Stabilization
Initiative).

6. WHAT NEEDS TO BE DONE

The Department needs to continue underwriting quality loans and closely monitoring customer home loan accounts and account histories and respond with

early interventions with borrowers to prevent delinquencies and foreclosures.
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VETERANS' AFFAIRS, DEPARTMENT of

II. KEY MEASURE ANALY SIS

7. ABOUT THE DATA

The reporting cvcle is the State's fiscal year. The Oregon Department of Veterans' Affairs will be the source for the delinquency and foreclosure information on

its loan portfolio. Comparative information on outside servicer statistics will be obtained from the Mortgage Bankers Association, National Delinquency

Survey. The Department will conduct an annual review of the KPM and supporting documentation will be completed to verify reliability and accuracy,
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VETERANS' AFFAIRS, DEPARTMENT of II. KEY MEASURE ANALY SIS

2. ABOUT THE TARGETS

This performance measure demonstrates the effectiveness of the Department's claim representation. Higher federal disability compensation dollars flowing into
Oregon, positively impacts the financial stability of Oregon veterans and their families.

3. HOW WE ARE DOING
In 2013 federal fiscal year, the average disability compensation for Oregon velerans of $14,693 met the target of Oregon veterans receiving higher
compensation dollars than the national average. Federal disability compensation dollars received by Oregon veterans have exceeded the national average on a
consistent basis for several years.

4. HOW WE COMPARE

Average disability compensation received by Oregon veterans of 514,695 in 2013, exceeded the national average of $13,131. Oregon is among the top states
in the nation for veterans disabilily compensation.

5. FACTORS AFFECTING RESULTS

The Department's quality claims representation results in the receipt of higher disability compensation dollars by Oregon veterans and their families. U.S.
Department of Veterans Affairs (VA) claims rating policies and procedures could affect compensation received.

6. WHAT NEEDS TO BE DONE

The Department needs to assure that Department stafl and county veteran services oflicers continue to receive regular training and current information relating
to successful claim submission. General Iund dollars will need to continue to be allocated for this important training.

7. ABOUT THE DATA

The reporting cvele is the federal fiscal vear. A review of cach KPM and the supporting documentation is completed to verify reliability and accuracy.
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VETERANS' AFFAIRS, DEPARTMENT of II. KEY MEASURE ANALY SIS

national service officers and county veteran service officers.
2. ABOUT THE TARGETS

This performance measure demonstrates the effectiveness of the Department's ¢laim representation. Higher federal veterans benefit dollars flowing into Oregon
positively impacts the financial stability of Oregon veterans and their familics.

3. HOW WE ARE DOING

In the state fiscal year 2012-2013, $78.8 million new U.S. Department of Veterans Affairs (USDVA or federal VA) dollars flowed into Oregon. New dollars
means monies that were not received by velerans and their families previous to this fiscal year.

4. HOW WE COMPARE
Oregon remains among the top states nationally for receipt of both pension and veterans disability compensation.
5. FACTORS AFFECTING RESULTS

The Department's quality claims representation results in the receipt of higher veterans benefit dollars by Oregon veterans and their families. U.S. Depariment
of Velerans Affairs claims rating policies and procedures could affect compensation received.

6. WHAT NEEDS TO BE DONE

The Department needs to assure that Department staff and county veteran services officers continue to receive regular training and current information relating
to successful claim submission. General Fund dollars will need to continue to be allocated for this important training.

7. ABOUT THE DATA

The reporting cyele is the Oregon fiscal vear 2012-2013. A review of cach KPM and the supporting documentation is completed to verify reliability and

accuracy.
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II. KEY MEASURE ANALY SIS

VETERANS' AFFAIRS, DEPARTMENT of

The target for this kev performance measure are currently set at 90 percent for the vear 2012-2013.

3. HOW WE ARE DOING

Ninety percent of those surveyed indicated their overall satisfaction with the Department to be excellent or good.

4. HOW WE COMPARE
It is unknown how the Department's customer satisfaction performance compares to other state agencics or departments.
5. FACTORS AFFECTING RESULTS

Some customers mistake the Oregon Department of Veterans' Affairs for the U.S. Department of Veterans Affairs (federal VA). The Department advocates
for veterans to help them obtain their benefits. The federal VA adjudicates veterans claims for benefits. There is a potential that confusing the Department with
the federal agency could result in lower ratings in cases where the veteran is not pleased with how the federal agency rated their claim for benefits or the length

of time it may have taken to receive a decision.
6. WHAT NEEDS TO BE DONE

The Department needs to continue to strive to meet and/or exceed its customer service goals. The aging of veterans of the Korea and Vietnam Wars along with
the number of veterans returning from deplovments to Iraq and Afghanistan means continued high demand for the services offered by the Department.

7. ABOUT THE DATA

The reporting cycle is the Oregon fiscal year 2012-2013. A review of each key performance measure and the supporting documentation is completed to verify

reliability and accuracy.
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VETERANS' AFFAIRS, DEPARTMENT of II. KEY MEASURE ANALY SIS

responsibilitics of the Committee. The remaining 10 Best Practices seriteria touch on work done by the Committee and can be considered accomplished during
this fiscal year. Per instruction from the Legislative Ways and Means Subcommittee on Transportation in 2009, the percentage for this performance measure
should be based solely on the 10 Best Practices that apply to the Department's Advisory Committee. The Advisory Committees strategy to meet the Best
Practices key performance measures is to continue working within its mandate advising the Oregon Department of Veterans' Affairs and its director in all areas
of the Department's responsibilitics.

2. ABOUT THE TARGETS

Because the Advisory Committee does not perform duties measurable by the enumerated Best Practices targets, the Department has extrapolated 10 of the 15
that reasonably apply. As instructed by the 2009 Ways and Means Legislative Committee to base the total percentage using the 10 that the Committee meets.

3. HOW WE ARE DOING
The Governor's Advisory Committee meets every one of the best practices assessments that can be applied to the committee and its dutics.

4. HOW WE COMPARE
The Advisory Commiltee acts in an advisory role only and does not have management and oversight authority . The Advisory Commiltee compares favorably to
other Advisory Committees in that all of its members are active on the main Committee and in Subcommittees. The Committee actively engages in regular
meetings, advising the Director and the agency, and any training opportunities that may be provided.

5. FACTORS AFFECTING RESULTS
As previously noted, not all of the Boards and Commissions Best Practices Key Performance Measure applies to the Veterans' Affairs Advisory Commitlee
because it is not a board or a commission with authority over the Department. The Advisory Committee acts in an advisory role and therefore five Best
Practice Criteria are not applicable and will not be used to calculate the Department's outcome on this performance measure, The Advisory Committee does
meet 100 percent of the 10 Best Practice criteria that are applicable.

6. WHAT NEEDS TO BE DONE

The Advisory Committee will continue to do the work it is chartered to perform and strive to continue to meet the Best Practices Criteria that are applicable.
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VETERANS' AFFAIRS, DEPARTMENT of

II. KEY MEASURE ANALY SIS

7. ABOUT THE DATA

The data to measure the Best Practices Key Performance Measure was collected during the 2013-2014 state fiscal year. The data is based upon work

performed by the Advisory Committee and how that work meets the applicable criteria.
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VETERANS' AFFAIRS, DEPARTMENT of

III. USING PERFORMANCE DATA

Agency Mission:  The Oregon Department of Veterans' Affairs (ODVA), serves and honors velerans through our leadership, advocacy and strong partnerships.

Contact:  Edward M. Van Dyke

Contact Phone: 5(03-373-2386

Alternate: Sue Shaffer

Alternate Phone: 3503-373-2383

The following questions indicate how performance measures and data are used for management and accountability purposes.

1. INCLUSIVITY

* Staff : Department senior staff and managers developed the Department's performance measures with input from
classified staff as needed. The Department's performance measures and the supporting data are reviewed annually for
accuracy and reliability.

* Elected Officials: The Oregon Legislature directed the Department during the 2009 legislative session to rate its
Advisory Committee based on the criteria of Best Practices that can be applied considering the Committee is neither a
board or commission.

* Stakeholders: The Governor's Advisory Committee, charged with representing all veterans of the state, was
consulted during initial measure development and are provided with copies of the annual performance measures

report.

* Citizens: Ongoing contact with external partners (county veteran service officers, veteran organizations, and public
and private business partners) produces feedback useful in various areas, including the development of performance
measures. Customer service performance measures provide citizens and clients with the opportunity to rate the
Department on its customer service delivery.

2 MANAGING FOR RESULTS

Performance measures indicate how well the Department is meeting its goals and challenges. Intermediate data is
monitored and compared against upcoming targets to ensure necessary actions are being completed and that agency
resources are appropriately aligned. An interim shortfall on a performance measure may trigger a program review,
with subscquent realignment of resources and activitics. Performance measure resulls are also utilized for strategic
planning purposes.

3 STAFF TRAINING

Senior executive level and selected fiscal management stafl receive performance measurement training and atiend
performance measure roundtable meetings. Specialized training in agency program arcas provided to agency stafl and
Advisory Commitlee members, focuses on performance in support of the agency's mission and benchmarks.
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4 COMMUNICATING RESULTS

* Staff: The agency communicates its performance results internally and externally. Performance results are used
internally as an essential part of the agency's monitoring and planning processes. Performance measures are shared
with a variety of external audiences to keep them informed and increase accountability.

* Elected Officials: Results are provided to the Department of Administrative Services and Legislative Fiscal as
required. The Department’s annual report is made available on the websites of Department of Administrative
Services and this Department for viewing by all including elected officials, staff, stakeholders, and citizens.

The Department’s performance documents may be viewed at http://www.oregon.gov/ODVA/index.shtml.

* Stakeholders: They experience the same access available to elected officials. Additionally, email is often used as a

means of distributing performance measure information.

% Citizens: The public is informed of the agency's successes as well as the continuing challenges, in an effort to both
inform and increase accountability. Results are provided to the Governor's Advisory Committee for their information,

review and feedback.
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*2013-15 AGENCY ORGANIZATION CHART

GOVERNOR

ADVISORY COMMITTEE

DIRECTOR

EXECUTIVE ASSISTANT

13/15 = 2 POSITIONS (2.0 FTE)

DEPUTY DIRECTOR
PUBLIC INFORMATION, INTERNAL AUDITING

13/15 = 8 POSITIONS (8.0 FTE)

VETERANS’ HOMES
|

VETERAN SERVICES FINANCIAL ADMINISTRATIVE
DIVISION SERVICES DIVISION SERVICES

13/15 = 2 POSITIONS
(2.0 FTE)

13/15 = 29 POSITIONS 13/15 = 11 POSITIONS 13/15 = 20 POSITIONS
(28.9 FTE) (10.2 FTE) (20.0 FTE)

VETERANS’ HOME

LOAN SECTION
Total 2013-15 Agency Positions
82 Positions
(81.20 FTE) 13/15 = 10 POSITIONS

(10.1 FTE)
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*2015-17 AGENCY ORGANIZATION CHART

GOVERNOR

ADVISORY COMMITTEE

ADMINISTRATION

15/17 = 4 POSITIONS (4.0 FTE)

LOAN PROGRAM FINANCIAL HUMAN COMMUNICATIONS FACILITY AND STATEWIDE VETERANS’ HOMES

SERVICES RESOURCES AND INFORMATION CONSTRUCTION VETERAN SERVICES

SERVICES MANAGEMENT

: 1 : 1 15/17 = 2 POSITIONS 15/17 = 17 POSITIONS 15/17 = 7 POSITIONS : 1 : 1
1 : 1 : (2.0 FTE) (17.0 FTE) (7.0 FTE) I : I 1
[ R (IS
1 Position (1.0 FTE) -1 Position (-0.2 FTE) 2 Positions (2.0 FTE) 1 Position (1.0 FTE)
Loan Specialist 1 Accounting Tech 3 Ops Policy Analyst 3 Office Spec 1

Package 105 Package 104

1 Position (1.0 FTE)
1 Position (1.0 FTE) Program Analyst 2
Info System Spec 7
Package 103

1 Position (1.0 FTE)
Program Analyst 2

. Package 101
Total 2015-17 Agency Positions

88 Positions
(88.0 FTE)
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* REVENUE FORECAST NARRATIVE

Total Estimated Revenues

Projected revenues supporting the Oregon Department of Veterans’ Affairs (ODVA) programs during the 2015-2017 biennium are expected to consist of Other
Fund, General Fund and Federal Fund monies. The vast majority of these revenues will consist of Other Funds with a small portion of program funding coming
from State General Funds and Federal Funds. The Veterans’ Loan Program is expected to derive 100% of its revenue from Other Fund sources. The Veterans’
Home Program is expected to derive 100% of its funding for operations from Other Funds, but would also utilize both Other Funds and Federal Funds for any
significant construction or improvements needed at the two existing Oregon Veterans Homes. The Veterans’ Services Program revenue sources consist of a
combination of Other Fund and General Fund monies with the possibility of some Federal Funds revenue arising from legislatively approved federal grant
requests (eg. Veterans’ Rural Transportation Grant) that may arise.

Major Policy Issue

Monies from the Veterans’ Loan Program have been used for many years to fund both the Loan Program and to support the Veterans’ Services Program. At one
time the Loan Program may have been of sufficient size to provide some level of support for veteran services and other agency activities; however, that is no
longer the case. The Loan Program has lost money the past three years and is likely to continue losing money for the foreseeable future. The diversion of
resources from the Loan Program to the Veteran Services Program is a major contributor to the losses being sustained by the Loan Program. If the policy goals
of the State is to have a financially stable, sustainable and well secured Loan Program, as well as sustainable Veteran Services Programs, then the level of monies
diverted to Veterans’ Services from Loan Program resources will need to be significantly reduced or eliminated.

Primary Other Fund Revenue Sources
Although ODVA has a number of individual Other Fund revenue sources, the four largest and most significant revenue sources are discussed below.

Veteran Loan Repayments (Supports the Veterans’ Loan Program)

These revenues consist of payments received by the Department from its mortgagors for principal, interest, taxes and insurance. There are no required matching
funds involved and the revenues are used for the support of the Veterans’ Home Loan program. Article XI-A of the Oregon Constitution, applicable federal tax
laws, and bond-related covenants, place restrictions on the use of the Department’s funds and do not permit these monies to be used for general government
purposes. The Oregon War Veterans’ Fund, a constitutionally-dedicated fund, receives nearly all of the Department’s revenues except for General Fund monies
and the Veterans’ Home revenues. Article XI-A of the Oregon Constitution permits monies held in the Oregon War Veterans’ Fund, subject to applicable federal
tax law restrictions, to be used for the following purposes:
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e Making home loans to veterans

e Payment of debt service on State of Oregon Veterans’ Bonds

e Aiding war veterans’ organizations in connection with their programs of service to war veterans

e Training service officers appointed by the counties to give aid, as provided by law, to veterans and their dependents and survivors

e Aiding the counties in connection with programs of service to war veterans

e The duties of the Director of Veterans’ Affairs as conservator of the estates of United States Department of Veterans Affairs (USDVA) beneficiaries
e The duties of the Director of Veterans’ Affairs in providing services to war veterans, their dependents and survivors

e The payment of the Department’s administrative expenses

The major issues involved with this revenue source are the high levels of unemployment (and underemployment) that exist throughout the State, the
sizable decline in real estate values that Oregon has experienced and borrowers that have negative equity in their homes. These trends have led to
increased levels of delinquencies, foreclosures and write-offs being experienced by the Department. Revenues are projected taking into account factors
such as the size of the loan portfolio, anticipated prepayment levels, loans originated, delinquent and non-performing loan levels, and the like. These
revenues are used to support the Veterans’ Loan Program. The trend on this revenue source projected out through 2017 is expected to be generally flat or
declining when compared to current levels.

Dedicated Fund General Obligation Bond Proceeds (Supports the Veterans’ Loan Program)
This revenue source consists of monies received by the ODVA arising from its sale of State of Oregon, general obligation bonds (and any interim draws from

short-term revolving lines of credit as appropriate) to provide funding for making below market rate veteran home loans. There are no required matching funds
involved and the proceeds are used to support the Veterans’ Home Loan program. The general limits on the use of these funds include making home loans to
veterans, payment of debt service on State of Oregon Veterans’ Bonds, and selected ancillary costs associated with bond issuance.

The major issues involved with this revenue source is to what extent veteran loan demand is diminished due to economic uncertainties, elevated levels of
unemployment and more stringent loan qualifications. Diminished loan demand will directly affect the dollar amount of bonds issued. These revenues are
projected taking into account factors such as projected loan demand, amount of bonds that can be refunded, size and number of draws from the revolving
lines of credit, and the like. These revenues are used to support the Veterans’ Loan Program. The trend on this revenue source projected out through 2019
is expected to be flat until outside mortgage rates return to more historical norms.
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Charges for Services
This revenue source consists of monies received by the ODVA from individuals or entities in exchange for specific services being provided. The major issues

relating to this revenue category involve caseload, census levels, census mix and the impact on long-term care arising from federal and state health care
initiatives on the Veterans’ Home Program. The revenues received are used to support their respective program as appropriate. The trend on this revenue
source projected out through 2019 is expected to be generally flat or modestly higher for the Veterans’ Loan Program, higher for the Veterans’ Home
Program (due to the projected continued ramp-up in census at the Lebanon Veterans’ Home) and modestly higher for the Veterans’ Services Program when
compared to current levels.

e Fee and Rental Income (Supports the Veterans’ Services and Veterans’ Loan Programs)
These revenues consist of Conservatorship fees charged to accounts of certain protected persons, payments received by the Department for a

variety of loan related services (e.g. transfers of ownership, partial releases, etc.) and for the leasing of space in the Veterans’ Building. There are
no required matching funds involved. Fees derived from the Conservatorship accounts help support the Conservatorship program. Fees obtained
for loan-related services are used to help support the Veterans’ Home Loan program. Historical data was used as the basis for the revenues
derived from the fees relating to the Home Loan program and the Conservatorship program. Minor adjustments in Other Fund fee levels may
occur during the biennium due to the changes in the cost of providing certain services.

Revenues derived from the leasing of space in the Veterans’ Building are used, in part, to support the services offered tenants. The Veterans’
Building is an asset of the Oregon War Veterans’ Fund and the Department receives no subsidy from the General Fund for the operation or
maintenance of the building. Rental charge revenues are based on market research and the historic and projected costs of providing tenant
services.

e Revenues Related to the Oregon Veterans’ Home (Supports Veterans’ Home Program)
These revenues are comprised primarily of monies received from the residents of the Home, a grant per diem amount received from the USDVA,

Medicare and Medicaid reimbursements, and amounts from the Oregon Veterans’ Home Trust Fund established pursuant to ORS 406.050. These
revenues are used to support the Veterans’ Home program and there are no required matching funds involved. The total amount of revenue is
primarily based on expected occupancy levels, resident rates, USDVA grant per diem levels, and Medicare and Medicaid reimbursement rates.
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Investment Earnings (Supports Veterans’ Loan and Veterans’ Home Programs)
This revenue source consists of monies received from interest and investment earnings arising from invested program monies. There are no required matching

funds. Earnings from the Oregon War Veterans’ Fund are used to support the Veterans’ Home Loan program and earnings from the Oregon Veterans’ Home
Account are used to support the Veterans’ Home program. The Oregon State Treasurer manages these investments and earnings vary, depending on the type of

investments and the rate of return.

The major issues relating to this revenue source are the outside interest rate environment and federal programs or policies designed to influence these
rates. These revenues are projected taking into account factors such as projected interest rate levels, monies that can be invested, the length of time
monies can be invested, and the like. These revenues are used to support both the Veterans’ Loan Program and the Veterans’ Home Program as
appropriate. The trend on this revenue source projected out through 2019 is expected to be generally flat in current economic conditions but trending
higher once the Federal Reserve begins unwinding its accommodative monetary policy in the next one to three years.
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*2013-15 VETERAN SERVICES PROGRAM ORGANIZATION CHART

DIRECTOR

DEPUTY DIRECTOR

VETERAN SERVICES

13/15 = 4 POSITIONS (3.9 FTE)

SALEM CLAIMS PORTLAND CLAIMS CONSERVATORSHIP

13/15 = 10 POSITIONS 13/15 = 8 POSITIONS 13/15 = 7 POSITIONS
(8.55 FTE) (8.0 FTE) (8.45 FTE)

Total 2013-15 Veterans Services Program Positions
29 Positions
(28.90 FTE)
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*2015-17 VETERAN SERVICES PROGRAM ORGANIZATION CHART

ADMINISTRATION

.

2 Positions (2.0 FTE)
Ops Policy Analyst 3
Package 104

VETERAN SERVICES 1 Position (1.0 FTE)
Info System Spec 7
Package 103

1 Position (1.0 FTE)
Program Analyst 2
Package 101

¥
STATEWIDE STATEWIDE
VETERAN SERVICES VETERAN SERVICES
(SALEM) (PORTLAND)

CONSERVATORSHIP

15/17 = 7 POSITIONS
(7.5 FTE)

Total 2015-17 Veterans Services Program Positions
33 Positons
(33 FTE)
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*VVETERAN SERVICES EXECUTIVE SUMMARY

10-Year Outcome Area: Economy and Jobs

Program Contact: Eric Belt / 503-373-2249

Veteran Services Claims & Other Services

B General Fund W Other Funds 1l Federal Funds  =—All Clzims Submitted
Note: The United States Department of

$14,000,000 200,000 Veterans Affairs announced on October
13, 2009 that hairy cell Leukemia, B-Cell
o, Leukemia, Parkinson’s disease and

$12,000,000 ischemic heart disease were being
160,000 added to the presumptive list of

diseases, recognized by the VA, to be

510,000,000 related to exposure to herbicides during
Vietnam service. In addition to the new
presumptive conditions the court

readdressed Nehmer and determined

L 120,000
$8,000,000

that additional compensation could be
awarded on certain Agent Orange

$6,000,000

. &0 ratings.

These announcements caused an influx

Total Expenditures- All Funds
%
Mumber of Claims Submitted

54,1]]11]]3 of claims beginning from the end of

2009 to 2012 from Oregon Vietnam

- 40,000 veterans and Vietnam veterans
nationwide. These claims peaked in

2011 and claims submission returned to

$2,000,000 -

normal rates in 2012.

Note: The Federal Funds for 2013-15
were appropriated for the federal VA
n’ﬁ’: Rural Veteran Transportation Grant
Program.
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Program Overview

The Veteran Services Program is responsible for providing advocacy and benefits to veterans, their dependents, and survivors. The program provides benefits
counseling, claims and appellate representation, certification and training for counties and national service organizations, conservatorship services, educational
assistance, emergency financial assistance, and other service delivery partnerships across the state. The division is the front line for all veteran benefits,
ensuring that veterans obtain all the benefits to which they are entitled as a result of their military service.

Program Funding Request

The budget proposal for the next four biennia is as follows:

Biennium | General Funds Other Funds Federal Funds | Total Funds
2015-17 S 10,751,146 S 796,249 S 1 S 11,547,396
2017-19 S 11,239,266 S 829,440 S 12,068,706
2019-21 | S 11,565,205 S 853,494 S 12,418,698
2021-23 | S 11,900,596 S 878,245 S 12,778,840

Other Funds revenue is primarily generated from fees paid by conservatorship clients for services rendered by the Department. The proposed decrease in Other
Fund expenses in 2015-17 is related to employee turnover and a reduction in State Government Service Charges.

The 2015-17 biennium General Fund budget proposal includes request for monies to:

e Establish a permanent training position for veteran service officers statewide.

e Reclass and reallocation of funds for positions based on work responsibilities.

e Preserve the Veterans Extended Outreach Grant Program.

e Establish funding for Marion and Polk local claims work.

e Provide services and supplies funding for Veteran Services Program for purposes such as outreach, mailings, postage and other services.
e Establish a database analyst position to aid in the procurement and maintenance of a veteran contact database system.
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e Procure a solution that will allow the department to receive electronic files of veteran contact data from other agencies, manage the data, and provide
relevant outreach to veterans (veteran contact database).
e Replace obsolete scanners, which are necessary for records management.

The 2015-17 GB proposal was developed in conjunction with the department’s new strategic plan, which emphasizes coordination and partnership with federal,
tribal, state and local agencies as well as community partners.

Program Description

The Veteran Services Program encompasses seven major program areas:

Statewide Veteran Services - The United States Department of Veterans Affairs (Federal VA) benefit system is a legal system. In order to qualify for benefits,
veterans must file a claim with the United States proving they are eligible for these benefits through the submission of legal, military and medical evidence.

ODVA employs federally accredited and state certified veteran service officers (VSOs) who are subject matter experts in Federal VA law (Chapter 38 United
States Code and Chapter 38 Code of Federal Regulations) and are allowed to practice by taking power of attorney for veterans seeking benefits. These VSOs
represent veterans, their dependents and survivors before the Federal VA in their claims and appeals. With its county veteran service officer and national service
officer partners, ODVA provides claims and counseling advocacy and representation to Oregon’s 322,000 veterans, resulting in more than 71,000 claims filed on
their behalf during fiscal years 2013 and 2014. Currently, ODVA holds power of attorney for nearly 86,000 Oregon veterans.

ODVA'’s Portland office submits all claims under ODVA’s power of attorney for 34 counties and ODVA’s VSOs the federal VA. This office inputs, catalogs, provides
quality assurance and liaisons with the Federal VA on all claims, as well as represents veterans during various stages of appeal hearings. The Salem office is
responsible for assuring veterans have access to claims representation. When a county elects not to fund a county veteran service office or has a temporary
vacancy, ODVA must provide that service. As ODVA concentrate its efforts on providing services on a statewide basis, the department will work with the
counties to focus on direct claims.

Cost drivers for the program are based on the demand for services, which is anticipated to continue to increase in the next 20 years as the more than 30,000
Oregonians who have served in Iraq and Afghanistan seek their benefits and as the 120,000 Vietnam veterans in Oregon retire and begin seeking benefits for
their combat wounds for the first time in 40 years.
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Certification and Training - ODVA is responsible for the training, certification, and accreditation of all county, state and national service officers. The agency
holds initial onsite training for all new veteran service officers, one annual conference and will be developing online learning. Training is conducted on the latest
federal VA legal, medical and process information.

ODVA trains and accredits veteran service officers (VSO) to file defensible claims for disability, benefit and pension compensation on behalf of veterans. Claims
are filed through ODVA’s power of attorney (POA) or a national service organization’s POA, as the claims are legal documents reviewed and adjudicated by the
U.S. Department of Veterans’ Affairs.

It takes approximately 18 months for a new VSO to achieve accreditation. VSOs must understand the intricacies of veteran status, types of military discharges,
privacy laws under HIPAA, Federal VA organization and structure, and state and local information resources available to veterans. The VSOs also need to learn
the basics of federal laws and eligibility surrounding service connected compensation, non-service connected pensions, survivor benefits, veteran and
dependent educational benefits, Veterans Administration healthcare, fiduciary responsibilities and conservatorship assistance available to veterans, how to
interview veterans, and how to develop and file (using the correct forms, documentation, and procedures) each kind of claim.

One of the more daunting hurdles for new VSOs is learning to interpret and manage existing claims with complex case files and long histories. VSOs also need to
be trained in laws and procedures specific to the appeals process. ODVA provides 40 hours of intensive one-on-one class room training for new VSO’s to go over
this information initially, along with mock interviews, full practice claims, and training on the automated case management data system, VetraSpec. After this
initial intensive introduction, the VSO returns to their home county, and begins interviewing veterans and compiling claims under remote supervision; for the
next eighteen months, ODVA provides intensive coaching via phone and email, and will arrange for a site visit to the Portland claims office and the federal VA,
and will also periodically go to a CVSQO’s county to work with them in their home environment.

Fully-accredited VSOs need continuing education to keep pace with new procedures and directives coming from the federal Veterans’ Administration. Training
needs for fully-accredited VSOs include developing curricula and hosting an annual conference with specific workshop tracks and general sessions. Advanced
training includes a deeper dive into the Code of Federal Regulation Title 38 governing veterans’ benefits, analysis of federal claims and appeals decisions, legal
research, and outreach best practices.

Cost drivers for this program are related to personnel costs. The Governor’s Budget includes General Funds of approximately $440,000 for training and
personnel costs.
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County Veteran Service Officers Program (CVSOs) — ODVA's statewide partnership with counties began when the legislature appropriated money to aid counties
in an effort to promote services to veterans on a local level. It is an effective network of trained county veteran service officer (CVSO) in 34 of the 36 counties.

CVSOs are not supervised by ODVA; however, the agency provides training, certification, accreditation, counsel, and outreach to the CVSOs. The vast majority of
CVSO appeal cases also are handled by the Statewide Veteran Service office in Portland. CVSOs perform the same function as state VSOs, ensuring veterans have
access to benefits across the state.

Cost drivers for the CVSO program are dependent on the number of counties opting to provide veteran benefit services in their county. The CVSO program is
funded by General Fund and the Governor’s Budget includes approximately 44%, or $5 million, of ODVA’s total General Fund dollars for this program. ODVA
does not receive any monies to administer this program.

National Service Organizations (NSO) — ODVA partners with national veterans’ service organizations in Oregon. National veteran service officers provide the
same veteran benefit and claims representation as state and county veteran service officers. Currently, the Disabled American Veterans, Veterans of Foreign
Wars, Military Order of the Purple Heart, and National Association of Black Veterans participate in this partnership.

Cost drivers for the program are determined by the number of organizations opting to provide benefit and claims representation to their member base. The
NSO program Governor’s Budget includes General Funds of approximately $113,000. ODVA does not receive any monies to administer this program.

Conservatorship - When veterans are deemed to be incompetent by the court or the Federal VA to manage their own finances, the court or the federal VA may
appoint ODVA to provide conservatorship services, which include managing all assets for the veteran as fiduciary. In 2013, ODVA began representing new clients
as a Representative Payee (in which the Agency acts in a limited capacity to pay the bills of these veterans).

Cost drivers for this program vary, depending on the number of conservatorship clients. Although this program charges a fee for services, the rate is much lower
than the cost for similar services provided in the private sector and does not completely pay for the administrative costs associated with this highly specialized
work. Conservatorship Governor’s Budget funding is a combination of General Funds and Other Funds at 43% and 57% respectively. Other Funds include self-
funded conservatorship income of approximately $670,000 and not including indirect costs, loan program subsidization of approximately $136,000. General
Fund support is approximately $602,290.

Educational Aid - Educational Aid is a state benefit that provides veterans $150 a month for a full-time student and $100 a month for a part-time student who
has no other military or veteran education benefits.
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Demand for this program is consistently outpacing funding. During the 2013-15 biennium, approximately 35 veterans per month were receiving Educational Aid
monies, while another 250 veterans were on the waiting list. However, in March 2014, requests for budget reductions further reduced the available amount of
Educational Aid monies. At that time, the agency prioritized the remaining Educational Aid funds by consolidating funds into the Emergency Assistance program.
The Governor’s Budget includes General Funds of $88,983 for Educational Aid.

Veterans’ Emergency Financial Assistance Program - Emergency Aid offers a one-time grant to veterans who have emergency needs. Examples include a
veteran whose car needs repair and without this repair cannot work or a homeless veteran who obtains a job, but needs help with rent and deposits for a place
to stay. The key is sustainability; the veteran must be able to sustain their finances after receiving the bridge funding via this grant.

the department receives applications for emergency assistance statewide through its network with the county veterans’ service officers, local veterans’
employment representatives, disabled veterans’ outreach program representatives, tribal veterans’ representatives and veterans’ service organizations. As of
June 30, 2014, approximately 1,625 veterans and their families have been assisted through use of this program. This program routinely assists veterans with a
one-time grant to help relieve health and welfare emergencies, such as rent, mortgages, utilities, medical care, food, homelessness prevention and other needs
to help a veteran maintain the basic necessities of life.

This program has a demand for services that exceeds funding. In 2014, total grant applications received were 367 while funding allowed for only 169 of those
applications to be granted. The Governor’s Budget includes General Funds of $314,971 for Emergency Financial Assistance.

Program Justification and Link to 10-Year Outcome

All veteran service programs support the Economy and Jobs program area outcome that Oregon has a diverse and dynamic economy that provides jobs and
prosperity for all Oregonians.

As demand for veteran services increase, so does the amount of federal dollars that are delivered back into Oregon’s economy. In FY 2013, for every $1in
General Fund invested in veteran services in the state, the Federal VA dollars that returned to the state were approximately $704 in direct cash benefits and
services benefiting Oregon veterans. In 2013, $2.2 billion in Federal VA benefits were received by Oregon veterans.

From WWII to the most current conflict in Afghanistan, veterans are seeking benefits, services and resources at unprecedented rates. In the last decade alone,
the total dollars being received by Oregon veterans has more than doubled from $924 million in 2003. From 2012 to 2013, the amount increased by $400
million even as the veteran population decreased.

PROGRAM UNITS // VETERAN SERVICES // EXECUTIVE SUMMARY (107BF02) 7,7 106



2015-2017 GOVERNOR’S BUDGET T/A\? OREGON DEPARTMENT OF VETERANS’ AFFAIRS

According to the USDVA’s FY13 Geographic Distribution of VA Expenditures Report, Oregon veterans received more than $1.1 billion in compensation and
pension payments (approximately $92 million per month), $128 million in education and readjustment benefit (increase from $120.6 million in 2012), and more
than $959 million in health care (increase from $764 million in 2012).

To Oregon veterans, benefits enable them to be productive and self-sufficient citizens. Disability compensation is awarded for both physical and mental injuries
incurred while serving their country, which helps pay their mortgage and other bills. Federal VA health care ensures veterans will not need to use state
resources, like the Oregon Health Plan. Education benefits increases the number of college graduates and vocationally trained people in the work force. Severely
disabled veterans receive significant compensation, which ensures they will not need unemployment, food stamps, Medicaid or other state programs.

Although Federal VA dollars do not go directly to the state in the form of revenue, they are just as an important economic factor in communities where veterans,
their dependents and survivors use these benefits to buy goods and services locally.
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Program Performance

Each year, the Federal VA publishes an annual benefits
report, which documents each state’s success in obtaining
disability compensation and pension for its veterans. In
2013, Oregon was ranked number eleven in the nation for
the amount of disability compensation and pension it
obtains on average for its veterans. Oregon has consistently
been in the top 10 states in combined benefits awarded for
more than a decade. Oregon is considered a model state
for its veteran advocacy program.

When a veteran files a claim against the Federal VA, the
claim’s effective date is the date it was received by the
Federal VA. However, the claim may not actually be
adjudicated until many months later, which when awarded,
will result in a retroactive monetary award. The dollars
awarded to veterans represents the yearly retroactive
awards Oregon veterans have received for the claims filed
by veterans represented under ODVA Power of Attorney.

The United States Department of Veterans Affairs announced on October 13, 2009 that hairy cell Leukemia, and other B-Cell Leukemias, Parkinson’s disease and

ischemic heart disease were being added to the presumptive list of diseases, recognized by the VA, to be related to exposure to herbicides during Vietnam
service. In addition to the new presumptive conditions the court readdressed Nehmer vs. United States Department of Veterans Affairs and determined that
additional compensation could be awarded on certain Agent Orange ratings.

These announcements caused an influx of claims beginning from the end of 2009 to 2012 from Oregon Vietnam veterans and Vietnam veterans nationwide.

These claims peaked in 2011 and claims submission returned to normal rates in 2012.
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Enabling Legislation/Program Authorization

The programs included in Statewide Veteran Services are established in ORS Chapters 406 and 408. Authority for veterans’ services also is found in 38 USC
Chapter 59.

Funding Streams

Funding for the Educational Aid and Emergency Grant programs is from the General Fund. The revenue source for Statewide Veteran Services, County and
National Service Officer program, and the Conservatorship program are General Funds and Other Funds. Conservatorship Other Fund revenues include fees
charged on the income and assets of persons under conservatorship. In the 2013-15 biennium, approximately 60% of the general funds received by ODVA for
Veteran Services were directly passed through to the county and national service officer program or disbursed to veterans or their family members in the form
of educational aid and emergency assistance benefits.

2015-17 Funding Proposal

The 2015-17 funding proposal for the Veterans’ Services Program increases the Current Service Level budget, through improving and maximizing services to
veterans statewide.
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*2015-17 GOVERNOR’S BUDGET VETERAN SERVICES PROGRAM EXPENDITURES

Pass-Through
to 34 Counties and Federal Funds S 1
National Service Orgs Statewide General Funds  $5,320,436

42 % Veteran Services Total $5,320,437

46%

General Funds  $4,828,420
Total $4,828,420

General Funds 5 602,290 TOTALFUNDS  $11,547,396
Other Funds S 796,249
Total $1,398,539 Federal Funds S 1

General Funds  $10,751,146
Other Funds S 796,249
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*VETERAN SERVICES PROGRAM HISTORICAL OPERATING BUDGET COMPARISON
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*VVETERAN SERVICES PROGRAM NARRATIVE

The department’s strategic goal that aligns with the Veterans Services Program is to target veteran services. The objectives, strategies and implementation plan
for this goal are outlined below:

Target Veteran Services
Objective: To serve more veterans and serve them better.

Strategies:
e Investina 21% century veterans’ services system
e Ensure veterans service officers across Oregon are well-staffed and resourced
e Focus statewide veteran services on training, claims review, advocacy, and support
e Better connect veterans to community resources

2015-17 GB Implementation Plan:
e The implementation strategies are to meet the county veteran service officer training workload demands, refocus Statewide Veteran Services in the
Portland and Salem office to serve more veterans and serve them better and to align existing positions with actual work performed (Policy Option
Package 101).
e The implementation strategies are to preserve funding for counties to serve more veterans and serve them better, focus Statewide Veteran Service
in Salem on statewide services and focus counties on direct claims (Policy Option Package 102).

Veteran Services Program Environmental Factors and Trends

Increase in the number of veterans filing claims and continuously changing veteran demographics

From WWII to the most current conflict in Afghanistan, veterans are seeking benefits, services and resources at unprecedented rates. In the last decade alone,
the total dollars being received by Oregon veterans has more than doubled from $924 million (2003) to $2.2 billion (2013). From 2012 to 2013, the amount
increased by $400 million even as the veteran population decreased.
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According to the USDVA’s FY13 Geographic Distribution of VA Expenditures Report, Oregon veterans received more than $1.1 billion in Compensation and
Pension Payments (approximately $92 million per month), $128 million in Education and Readjustment benefit (increase from $120.6 million in 2012), and more
than $959 million in Health Care (increase from $764 million in 2012).

In the last decade, veteran benefits and compensation received by veterans in Oregon has more than doubled. More veterans are filing claims, seeking and

receiving healthcare and using their earned education benefits, however the USDVA system has experienced a significant bottleneck in the rating and awarding
these benefits.

Oregon Veteran Demographics and Trends

Today, there are an estimated 322,355 veterans in Oregon whose service ranges from World War |l (6.5%), Korea (8.5%), Vietnam (37.2%), the Gulf War (15.3%),
Irag/Afghanistan (6.6%) and the intervening peacetime operations (25.9%). Nearly three quarters of this population served during a war or major conflict.
Nearly 9% of our veterans are women, 8% are minorities and 1% is Native American. For our veterans’ population, 23% are over the age of 74, reflecting the
growing aging WWII, Korean War and Vietnam generations, when a large percentage of citizens served in war efforts. Demographics for the younger generation

are much lower with only 7.4% of 18-34 year olds obtaining a veteran status. Fewer people are serving in the military today, but those who do, are having to
endure multiple in-theater deployments overseas.

WWII and Korean War Era Veterans

The number of remaining WWII and Korean War veterans is on a steep decline. In 2013, Oregon’s WWII veteran population dropped by more than half,
from 15.5% to 6.5%. Korean War veterans also saw a decrease in their ranks, dropping to 8.5% of the veteran population. In post-WW!II and Korea War
society, not much was known about post-traumatic stress. The term did not enter the official manual of psychiatric diagnoses until 1980; effective
treatments did not become widely available until the late 1990s. As these veterans age and no longer work, they increasingly face memories of their
war time experiences. These veterans tend to know very little about post-traumatic stress, even as it haunts many of them. If they do seek help, they are
likely to describe their problems as physical. Even as the number of these veterans continue to decline, ODVA continues to experience a spike in claims
for medical care, mental health services, long-term care, and burial benefits by service members of these conflicts. Assistance for their widows has also
increased significantly, and ODVA works closely with the federal VA to ensure this generation’s claims are expedited.

Vietnam Era Veterans

By conservative estimates, at least half a million of the nation’s Vietnam veterans still lead lives challenged by serious, war-related readjustment issues.

Forty years following the end of the Vietnam War, the department has seen a heavy increase in disability claims filed on behalf of Vietnam veterans due
to triggered responses to the current wars and the manifestation of acute diseases brought on by exposure to Agent Orange, an herbicide used to clear

jungles in Vietnam. In 2010, three additional major conditions were identified as being associated to the exposure to herbicides: Hairy Cell and other B-
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Cell leukemia, schemic heart disease, and Parkinson’s disease. This exposure is also linked to fatal and chronic conditions like Hodgkin’s disease, multiple
myeloma, prostate cancer, heart disease, and Type 2 diabetes.

Gulf War Era Veterans

Although the Gulf War only lasted 100 hours on the ground, its effects on the health of these veterans were long-lasting. More than 20 years later, they
are still experiencing neurological, respiratory and other health issues as a result of their service. Similar to issues with Agent Orange use during the
Vietnam War, the USDVA has taken a long time to acknowledge the health issues stemming from Operations Desert Storm. Burning oil fields, the
destruction of unused Iraqgi chemical weapons, and other issues with hazardous waste resulted in a plethora of serious medical conditions.

Iraq/Afghanistan Veterans

Of the nearly 31,000 Oregonians who have deployed in support of recent conflicts, nearly 38% of Oregon’s service members consisted of Guard and
Reserve components. Not since WWII have we seen such a mass activation of Guard and Reserve forces to federal duty. The complexity of veteran
benefit laws and the eligibility required for these benefits offers a unique challenge when trying to provide Oregon National Guard and Reservists with
benefits. Unless these service members have a minimum number of active duty days accredited to their service, many do not fully qualify for benefits.

Because of advances in technology and medicine, more of our service members are surviving injuries incurred in war that would have killed them in
previous battles. Traumatic Brain Injury (TBI), often called the signature wound of the Iraq and Afghanistan wars, occurs when a sudden trauma or head
injury disrupts the function of the brain. Nearly 25% of returning veterans have been diagnosed with this disabling injury and wounds are often invisible,
the treatment complex, and the effects far-reaching. As these recent wars begin to draw down their combat ready forces, our work with this new
generation of veteran is just beginning. They need jobs, education, healthcare and reintegration services to transition back into civilian life. In the next
decade alone, ODVA anticipates filling nearly 60% more disability claims directly related to this war — Post Traumatic Stress, Traumatic Brain Injuries,
orthopedic, and respiratory issues — that develop and become acute years after service.

Seven out of ten veterans are not accessing or utilizing federal veterans benefits

One of ODVA's key strategic goals is to target veteran services in order to serve more veterans and serve them better. Only three in ten veterans are receiving
federal veteran’s benefits; therefore, 70% of Oregon veterans are not receiving these federal benefits such as education, health care, disability compensation or
pension benefits.

Increasing the number of veterans who receive the benefits they have earned is a challenging undertaking. ODVA is approaching this issue on three fronts. First,
by investing in a 21st century veterans services system, ensuring veteran services offices are well-staffed and resourced, and focusing ODVA statewide veteran
services on training, claims review, advocacy and support. Second, ODVA’s goal is to develop intentional and strategic relationships with state, local, federal and
tribal agencies, non-profits and others across systems to increase veterans’ access and utilization of existing resources. Finally, ODVA’s goal is to drive veteran
engagement through a robust and sustainable outreach to veterans and the veteran community.
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Program Details

The Veterans’ Services Program is responsible for providing advocacy and benefits to veterans, their dependents, and survivors. The program provides benefits
counseling, claims and appellate representation, certification and training for counties and national service organizations, conservatorship services, educational
assistance, emergency financial assistance, and other service delivery partnerships across the state. The division is the front line for all veteran benefits,
ensuring that veterans obtain all the benefits to which they are entitled as a result of their military service.

Statewide Veteran Services

Caseload: ODVA, in partnership with the County Veteran Service Offices provides claims and counseling advocacy and representation to Oregon’s
322,000 veterans, resulting in more than 7,384 new claims filed on their behalf during fiscal year 2013. In that same time, 2,037 Notice of Disagreements
(NOD), 2,257 Statement of the Cases and 972 Form 9’s (continuation of the NOD process) were filed for veterans through ODVA’s Statewide Veteran
Service offices. Currently, ODVA holds power of attorney for nearly 86,000 Oregon veterans (as of April 2014).

Customers: This division has the responsibility to provide services to more than 322,000 veterans in Oregon, their family members who may qualify for
benefits, as well as the county and national veteran service offices and service provider organizations across Oregon. Federal, state, local and non-profit
organizations who offer benefits and services (employment, homelessness resources, mental health, etc.)

Source of Funding: General Fund dollars pay for direct Veteran Services Program personnel cost and a portion of veteran services and supplies. The
remainder of direct services and supplies and indirect personnel costs is funded Other Fund Loan Program dollars.

Expenditures: $4,476,101 General Funds; S1 Federal Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 24 Statewide Veteran Services positions and two policy operation positions (23.5 FTE).

Certification and Training

Workload: Responsible for training and certification of 16 state and 55 county veteran service officers. As of July 2014, nine new VSQO’s were trained, six
new certifications were awarded, and 36 recertifications were issued during the 2013-15 biennium.

Customers: 34 County Veteran Service Offices. Currently, there are 55 CVSOs, employed by 34 counties (claims for Marion and Polk counties are
currently handled by Statewide Veteran Services in Salem) and 16 state veteran service officers.
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Source of Funding: General Fund.
Expenditures: $440,381 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds two positions (2.0 FTE).

County Veteran Service Officers (CVSOs) Program
Workload: ODVA provides support to the County Veterans Service Offices through training, guidance, claims review and appellate representation;

advocacy for our veterans, dependents and /or survivors in pursuit of benefits; and interoperability with the U.S. Department of Veterans Portland
Regional Office. ODVA passes through to the counties $3.5 million in general funds to support enhancement and expansion of CVSO operations. The
administration of these monies requires counties that provide veterans services to file an annual application to receive funding and then submit
guarterly reports of activities and expenditures in order to receive payment.

The 2013 Oregon Legislative Assembly provided the Oregon Department of Veterans' Affairs with $1,000,000 in funding for the Veterans' Extended
Outreach Grant Program to support county veteran service offices. This provision marks the first time money has been allocated for a competitive grant
to increase outreach to veterans.

Customers: 34 County Veteran Service Offices, including 55 CVSO'’s.
Source of Funding: General Funds.
Expenditures: $4,714,480 General Fund.

Positions and FTE: 2015-17 Governor’s Budget funds O positions (0 FTE).

National Service Organizations (NSO)

Workload: The NSOs submit an annual request for funding to ODVA and this is reviewed and processed by the department for approval and budgeting.
The monies are then distributed on a quarterly basis following the review and processing of NSO quarterly reports of expenditure and activities.
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Customers: The National Service Organizations.
Source of Funding: General Fund.
Expenditures: $113,940 General Funds.

Positions and FTE: 2015-17 Governor’s Budget level funds 0 positions (0 FTE).

Conservatorship

Workload: As of June 30, 2014 ODVA had 146 Conservatorship clients and nine Representative Payee clients in the Conservatorship program. The
program has served 1,652 clients over the lifetime of this program.

Customers: Program customers include: veterans, USDVA, courts, guardians, case managers, family members, residential care facilities, foster homes,
nursing homes, doctors, pharmacies, hospitals, utilities companies, attorneys, insurance companies, accountants, Defense Finance and Accounting
Service, Social Security Administration, realtors, state, county, and federal agencies, Department of Justice, probation officers, police departments,
investigators, vendors such as rental companies, yard maintenance, veterinarian offices, personal assistant escorts, travel agents, airlines, hotels, etc.,

Source of Funding: General Funds and Other Funds. Other Funds are generated by fees charge to client accounts under Conservatorship and
Representative Payee Program.

Expenditures: $602,290 General Fund and $796,249 Other Funds.

Positions and FTE: 2015-17 Governor’s Budget funds seven positions (7.5 FTE).

Educational Aid
Workload: During the 2013-15 biennium, approximately 35 veterans per month were receiving Educational Aid monies, while another 250 veterans
were on the waiting list. 900 applications were received, but not all applicants were able to obtain the benefit due to shortages in funding.
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Customers: Veterans and Oregon higher education institutions.
Source of Funding: General Funds.
Expenditures: $88,983 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).

Emergency Financial Assistance Program
Workload: In 2014, total grant applications received were 367 while funding allowed for only 169 of those applications to be granted.

Customers: Veterans, private and public institutions where a veteran may hold a debt or need to make payments to receive a service.
Source of Funding: General Fund
Expenditures: $314,971 General Funds.

Positions and FTE: 2015-17 Governor’s Budget funds 0 positions (0 FTE).

Revenue Sources/Proposed Revenue Changes

Revenue Sources - The base budget revenue source for the Veteran Services Program is from General Funds, with the exception of the conservatorship program
that includes General Funds and Other Funds. Conservatorship Other Fund revenues are generated from fees charged on the income of individuals served by the
program. There are no matching funds available for use in the Veterans’ Services programs.

Basis for Estimates - The basis for the estimates of Other Fund revenues generated from fees in the conservatorship program is historical information relating to
veterans’ assets under management, projected income and the expected number of protected persons served.
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Proposed Legislation

Senate Bill 250: Repeal Obsolete Statutes; Housekeeping and Technical Amendments
The purpose of LC 504 is to repeal statutes that are outdated, obsolete, have never been funded, or are no longer applicable, and make some minor technical

amendments for clarity and consistency.

Senate Bill 251: Clarify ODVA Authority to Act as a Fiduciary and Representative Payee for Benefits
Purpose of LC 505 is to provide ODVA with clear and specific authority in order to effectively and efficiently act as a “fiduciary” (for USDVA benefits) or
“representative payee” for (Social Security benefits).

Senate Bill 253: Public Records Exemption for Veteran’s Personal Information
The purpose of the legislative concept is to protect personal information about veterans obtained by the Oregon Department of Veterans’ Affairs through an
exemption to the disclosure requirements under the Oregon Public Records Laws (ORS Chapter 192).
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*VVETERAN SERVICES POLICY OPTION PACKAGE 101

County Training and Reclasses to Align Positions — Package 101 (Agency priority # 1)

Purpose
This policy package applies primarily to Veteran Services. The package also includes a modest reallocation of Other Funds from the Home Loan Program to

General Funds to align the direct services provided to veterans with the appropriate revenue source.

The purpose of this package is to implement one of the department’s four strategic goals for 2014-2019: “Target veteran services in order to serve more
veterans and serve them better.” The operational plan for this strategy is to focus the department’s statewide veteran services on training, claims review,
advocacy and support. The package supports the key initiative to “Make Government More Effective.”

1. Purpose: Meet current and future training needs for county veteran service officers.

During the development of its strategic plan, ODVA determined there was a significant gap in its training program for county veteran service officers and
concluded that an additional position was the department’s most critical need. In May 2014, the Emergency Board approved the department’s request to
fund a limited duration training position. ODVA informed the Emergency Board that it would request permanent funding for this position in a 2015-17

budget policy option package.

ODVA is statutorily mandated to provide training and education for county veteran service officers (CVSOs) for their accreditation. CVSOs must be
accredited in order to represent veterans and file claims on their behalf for federal VA disability compensation and pension benefits. ODVA’s intensive initial
training and education program for each CVSO lasts between 12 and 18 months before the CVSO may become accredited by the US Department of Veterans’
Affairs. In addition, ODVA provides ongoing continuing training and education for each CVSO in order to maintain their federal accreditation through a

biennial re-certification.

Currently, ODVA has one permanent position and one limited duration position (through June 30, 2015) to handle the statutorily mandated statewide
training for 55 county veteran service officers located in 34 counties. Currently, 14 of the 55 county veteran services officers are unaccredited, which means
that the department is training 25% of the total CVSOs in Oregon in the intensive initial training program. Historically, the number of new CVSOs in the
training program averaged between five and seven individuals per year. Currently, twelve of the fourteen new (unaccredited) county veteran service
officers in the training program have been hired by the counties since July 1, 2013. In addition to the current trainees, counties are increasing their CVSO
positions and the department anticipates that two to four new CVSOs will be hired by the counties by early fall of 2014, which will add to the training
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workload for ODVA. Fundamentally, the training workload has doubled. ODVA anticipates that during the 2015-17 biennium and continuing into the future,
the number of CVSOs will increase to 60 and the number of unaccredited CVSOs will be 25-28% of all CVSOs.

2. Purpose: Reclass positions to align with ODVA strategic plan.

The purpose of these reclassifications is to align the work of these positions with ODVA’s strategic objective to “serve more veterans and serve them better.”

In early 2014, during the development of its strategic plan, ODVA determined there was a need to shift the focus of the ODVA Statewide Veterans Service in
Portland and Salem. All claims filed by the 34 counties and ODVA, which handles all Marion and Polk County claims, must be filed through the Statewide
Veteran Service in Portland, which is responsible for filing claims with the federal VA under ODVA’s power of attorney.

Statewide Veterans Service (Portland) Enhancements. The Statewide Veteran Service in Portland primarily handles claims appeals and support to the
counties on claims, but also works directly with veterans to file claims. ODVA concluded that the Statewide Veteran Service in Portland needed to
exclusively manage claims appeals and claims filing with the federal VA because of an increase in the number of claims filed by the counties and the Salem
office, the critical review process that is required prior to filing with the federal VA, a new electronic claims filing process, and the number of unaccredited
CVSO:s filing claims. One of the key strategies to reduce claims appeals is to file fully developed claims that also meet the federal VA requirements. ODVA
determined a critical need for a veteran service officer who managed claims reviews and could work closely with the county and state veteran service
officers to improve the quality of claims filings was critically needed. In addition, one public service representative in the Portland was reclassed to align
with the more technical work the position required to support the veteran service officers and file claims with the federal VA.

Statewide Veteran Service (Salem) Enhancements. Currently, the Statewide Veteran Service in Salem works directly with veterans in Marion and Polk County
and also handles specialized claims. The Salem Statewide Veteran Service needs to expand its focus to handle statewide veteran’s issues that are direct
services for veterans. Two of the veteran service officers would work on statewide direct veterans service issues, including veterans in justice involved
situations (corrections, Veteran’s Courts, etc.), women veterans issues, local veteran networks and working directly with county veteran service officers on
statewide non-training issues. In addition, these veteran service officers would handle sensitive, high-profile, or very challenging statewide veterans claims.

Salem Conservatorship. One position must be reclassified and realigned for higher level technical work to support the work of the veteran’s trust officers.
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Align Veteran Services Division Funding With Actual Work Performed. Three (3) positions in Veterans Services Division have some portion of the position
funded by Other Funds and the funds need to be reallocated from Other Funds in the Home Loan Program to General Funds to align the direct veteran

services work of the positions with the appropriate funding source.

How Achieved

Purpose: Meet current and future training needs for county veteran service officers.
Meeting current and future training needs will be achieved by establishing a permanent training position.

Purpose: Reclass positions to align with ODVA strategic plan.
Reclassifying five positions based on the additional, more technical work of the positions, will allow the department to implement its strategic plan to serve
more veterans and serve them better. Reallocating the funding of portions of three veteran service division positions will align the funding source consistent

with the work of the positions.

Staffing Impact

County Training
O Establish one (1) Training and Development Specialist 2 position to provide statewide training for county veteran service officers and state veteran

service officers.

Reclass positions to Align with ODVA Strategic Plan and Reallocate Funding Source
Statewide Veteran Service Center (Portland)

0 Reclass one (1) Veteran Service Officer (SR 23) to a Program Analyst 2 (SR 27) to manage claims reviews and work with the county and state

veteran service officers on improving claims filings.
0 Reclass one (1) Public Service Representative 2 (SR 12) to a Public Service Representative 3 (SR 15) to align with higher level technical work
to support the work of the veteran service officers in filing claims with the federal VA.
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Statewide Veteran Service Center (Salem)

0 Reclass two (2) Veteran Service Officers (SR 23) positions to Program Analyst 2 (SR 27) positions to manage sensitive, high-profile, very
challenging statewide veterans claims and to work on direct veterans statewide issues, including veterans in justice involved situations
(corrections, Veteran’s Courts, etc.), women veterans issues, and working directly with county veteran service officers on statewide non-
training issues.

Conservatorship

0 Reclass one (1) Office Specialist 2 (SR 15) to an Administrative Specialist 1 (SR 17) to align with higher level technical work to support the
work of the veteran’s trust officers.

Align Veteran Services Division Funding

0 Three (3) positions in Veterans Services Program have some portion of the position funded by Other Funds. These funds need to be
reallocated from Other Funds in the Home Loan Program or Conservatorship Program to General Funds in the Veteran Services Program to
align the direct veteran services work of the positions with the appropriate funding source.

Quantifying Results

The economic impact of the federal claims CVSOs and veteran service officers file is substantial. In 2013, $2.28 billion in all federal VA claims (education, health,
compensation and pension, etc.) were paid to veterans in Oregon. Compensation and pension benefits, which are cash benefits paid directly to veterans in
Oregon, totaled $1.1 billion for 2013, or $91.7 million each month.

It is critical that ODVA provide high-quality training to veteran services officers so that claims filed will be well-developed claims and fully documented in order
to minimize appeals and expedite processing and benefit awards.

In order to implement ODVA’s strategy to serve more veterans and serve them better and to carry out the key initiative to “Make Government More Effective,”
the new responsibilities that include specialized and technical work by the Veterans Services Division staff require these positions be reclassified and the
reallocation of funds consistent with the work of the staff.

The results will be quantified in the increase in benefits paid to veterans from the federal VA.
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Revenue Source
$360,774 in General Funds. Note: This package includes a reduction of $90,638 in Other Funds (from conservatorship and home loan program) from the
reallocation.
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*VVETERAN SERVICES POLICY OPTION PACKAGE 102

County Funds/Technical Aid; Veterans Outreach — Package 102 (Agency priority # 2)

Purpose
This package applies to Veteran Services and to the funds appropriated to ODVA that are distributed to the county veteran service offices. This package also
applies to ODVA'’s critical outreach to veterans, counties and the public on veterans benefits and other resources available to veterans.

The purpose of this package is to implement two of the department’s four strategic goals for 2014-2019. The first strategic goal is to “Target veteran services in
order to serve more veterans and serve them better.” The operational plan for this strategy is to focus the department’s statewide veteran services on ODVA
key partnership with the counties and county veteran service offices, training, claims review, advocacy and support.

The second strategic goal to be implemented is to “drive veteran engagement in order to amplify the awareness of veteran resources and build the Oregon
veteran brand.” The operational plan for this strategy is to deepen ODVA'’s connection with the veteran community, promote a positive image of veterans and
their families, build the Oregon veterans brand and ensure a seamless and positive experience by veterans seeking services. The package supports the key
initiative to “Make Government More Effective.”

1. Purpose: County Funds — Preserve funding for the counties for the veterans extended outreach grant program

The 2013 Legislature, through a budget note, allocated $1 million additional General Fund dollars to ODVA to develop a Veterans’ Extended Outreach Grant
Program (VEOGP) for the county veteran service offices. The budget note stated that the goals of the program were to: 1) serve veterans statewide to
greatest effect; 2) improve outreach to veterans; 3) inform veterans of their benefits; and 4) file claims on behalf of veterans. The grant funds could only

supplement and not supplant existing services to veterans provided by counties.

The key outcomes for the grants had to include, but were not limited to:

0 Increase the number of new power of attorneys granted to county veteran service officers (CVSOs); and
0 Increase the amount of new federal benefit dollars recovered on behalf of Oregon veterans.

The distribution instructions for the S1 million were as follows:
0 510,000 was granted to each of 34 counties ($340,000)
0 ODVA retained $60,000; however, due to a 2% holdback and a later adjustment, this amount was reduced by $15,000 to a total of $45,000. The
purpose of these funds is to handle the increased claims-related work at the ODVA Portland Claims office.

PROGRAM UNITS // VETERAN SERVICES // POLICY OPTION PACKAGE 102 ¢ 133



2015-2017 GOVERNOR’S BUDGET T/A\? OREGON DEPARTMENT OF VETERANS’ AFFAIRS

0 ODVA set up a competitive grant application and award process for the remaining $600,000.

The purpose of preserving this funding is to continue this critical support to the counties in order to provide innovative ways to increase the number of new
power of attorneys and increase the new federal benefit dollars recovered on behalf of Oregon veterans. The results from the implementation of the
current grant program will provide clear guidelines and best practices for a grant program for2015-17.

Preliminary Results of the Grant Program.

The $600,000 in competitive grants was distributed to 26 counties in February 2014. The average size of the grant was $23,077. The goals of the grant
program are to:

Serve veterans statewide to greatest effect

Improve outreach to veterans

Inform veterans of their benefits

File claims on behalf of veterans under ODVA’s power of attorney

O O 0O

The grant proposals submitted by the counties were thoughtful, innovative and targeted to meet the needs of local communities. The core of most
proposals focused on a unique combination of staff enhancement, outreach and technology upgrades to meet the challenges of serving our veterans and
their family members. The key outcome measure for the grants was to increase the number of power of attorneys granted. The grant period runs from
February 2014 through June 30, 2015, or 17 months.

For the five-month period February through June 2014, compared to the same five-month period for 2013, the data for all grant recipients (26 counties)
combined is as follows:

0 The number of new ODVA power of attorneys granted to county veteran service officers (CVSOs) in the 26 counties increased by 581, from 3760
in 2013 to 4341 in 2014, which is a 16% increase.

0 Thisis an average of 22 new veterans claims generated by each county over a five-month period.

Based on this preliminary data, the department estimates that an additional 1,975 veterans will grant power of attorneys to CVSOs in these 24 counties over
the 17-month grant period.
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The economic impact of the federal claims CVSOs and veteran service officers file on behalf of veterans is substantial. In 2013, $2.28 billion in all federal VA
claims (education, health, compensation and pension, etc.) were paid to veterans in Oregon. Compensation and pension benefits, which are cash benefits
paid directly to Oregon veterans, totaled $1.1 billion for 2013, or $91.7 million each month.

2. Purpose: To provide funding for critical outreach

One of ODVA'’s four strategic goals is to “Drive veteran engagement in order to amplify the awareness of veteran resources and build the Oregon veteran
brand.” The operational plan for this strategy is to deepen ODVA’s connection with the veteran community, promote a positive image of veterans and their
families, build the Oregon veterans brand and ensure a seamless and positive experience by veterans seeking services.

The fourth purpose of this package is to provide critically needed services and supplies funds for outreach publications, technical support and honor services
and materials that support veteran services and ODVA’s commitment to honoring veterans and fallen soldiers. The publications and materials include the
Veteran Benefits magazines, Vet News newsletter, special publications about certain veteran’s issues, and materials for honor ceremonies. Costs include
production, professional services, printing and mailing.

Included in this package are the costs for community engagement and publicity, ODVA’s participation in statewide veteran events, hosting the Veteran
Summit, and stocking and maintaining the vehicle that is used for handling equipment and materials for public events. Also included are the computer
software are hardware to provide technical support to the country veteran services offices such as setting up custom websites for each county that link to
ODVA and statewide resources. These systems also provide the capabilities to create outreach through iLearn, manage blogs, GovDelivery and develop
specialized web pages.

With the increasingly diverse demographics within the veteran community, it has become even more important to concentrate information and awareness
efforts on effective and appropriate methods to reach veterans and their families. Currently only 3 out of 10 veterans in Oregon are connected to benefits.
One of the main drivers of increasing the number of veterans who receive services is communicating with veterans and the public to develop an awareness
and understanding of the resources and benefits available.

Since 2009, the Legislature has passed numerous bills that have significantly increased ODVA’s requirements to engage in outreach and contact with
veterans. The most recent legislation (HB 2421 and 2422 in 2013) requires DMV and DHS to provide ODVA with names and addresses of veterans who optin
to being contacted by ODVA when making application through DMV or DHS. This project began in January 2014 and ODVA is receiving 2,000 to 3,000
veteran’s names and addresses (no email addresses or phone numbers) per month from DMV. DHS will provide similar information when their computer
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systems change later in 2014. ODVA mails each veteran a copy of the Veteran Benefits 40-page magazine that describes all the state and federal benefits
available and how a veteran may access these benefits. When ODVA begins receiving information from DHS, ODVA could be receiving more than 50,000
veteran contacts each year.

How Achieved

1. _Purpose: County Funds--Preserve funding for the counties for the veterans extended outreach grant program
Preserving the same level of funding for innovative grants will achieve the goals of increasing the number of powers of attorneys filed under ODVA and

increase the number of federal dollars in benefits that flow to Oregon veterans.

2. Purpose: To provide funding for critical outreach

This request will allow ODVA to produce and distribute informative materials at a rate that is currently in demand as well as meet anticipated future
demand. Educating veterans and their families about their state and federal benefits increase the number of veterans seeking and connecting to benefits,
decreases the number of veterans seeking other types of state services, and increases the number of federal dollars received in Oregon. This request will
also provide critical technical services in support of the county veteran service offices, and provide materials and supplies for honoring veterans at
memorials and events.

Staffing Impact
No staffing impact.

Quantifying Results
All of the purposes and strategies in the package are for the purpose of targeting veterans to serve more veterans and serve them better. One of the keys to
success of providing services to veterans is a robust outreach program.

Ultimately these strategies are to provide more benefits to veterans. The economic impact of the federal claims CVSOs and veteran service officers file is
substantial. In 2013, $2.28 billion in all federal VA claims (education, health, compensation and pension, etc.) were paid to veterans in Oregon. Compensation
and pension benefits, which are cash benefits paid directly to veterans in Oregon, totaled $1.1 billion for 2013, or $91.7 million each month.

In order to implement ODVA’s strategy to serve more veterans and serve them better and to carry out the key initiative to “Make Government More Effective,”
the initiatives in this package are a key to ODVA's success. The results will be quantified in the increase in benefits paid to veterans from the federal VA.
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Revenue Source
$ 1,015,000 GF for the 34 counties

S 313,932 GF for veterans outreach, Veterans News and Veterans Benefits magazines etc.

$1,328,932 GF

**See Loan Program Package <$313,932>
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*VVETERAN SERVICES POLICY OPTION PACKAGE 103

Modernize IT Hardware and IT Project Analysis — Package 103 (Agency priority #3)

Purpose
This package primarily supports Veteran Services Division.

The purpose of this package is to implement one of the department’s four strategic goals for 2014-2019. The strategic goal is to “invigorate core operations” in
order to “build a better, stronger and more durable department for future generations through responsible, resourceful and creative management.” One key
element of the operational plan for this strategy is to “support 21st century veterans’ services through integrated information technology.” The package
supports the key initiative to “Make Government More Effective.”

Purpose: Modernize IT hardware and software. Create a veteran contact database to provide the agency with the ability to ensure better outreach to

veteran populations, remove departmental information silos by creating a common veteran database and to give ODVA a platform to implement basic
business intelligence tools that will provide senior staff with critical data to ensure better decision-making and reporting.

As part of IT modernization, one of the purposes of this package is to implement a SharePoint infrastructure using the SharePoint online (SaaS) product to
provide an Agency-wide intranet and tool to solve multiple agency challenges and as a tool to solve future challenges.

One of the department’s critical needs is a contact database for veterans. The magnitude of the personal data ODVA collects on veterans has increased
dramatically in the past few years. In the past five years, the Legislature has passed five different bills that significantly increase outreach and contact to
veterans through all state agencies. The most recent legislation (HB 2421 and 2422 in 2013) mandates ODVA to collect, store and use veteran information from
DMV and DHS for the purpose of identifying and assisting more veterans to access and utilize veteran benefits.

Beginning January 2014, the Department of Motor Vehicles (DMV) and the Department of Human Services (DHS) are required to provide the department with
names and other information on veterans if the veteran opts in to be contacted by ODVA. The department will be receiving information from DHS in the near
future. At this time, the department receives 2,000 to 3,000 veteran’s names and addresses per month from DMV and estimates that it will receive 26,000 to
34,000 per year, just from DMV.
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Other critical needs are the ability to share information and collaborate on projects internally and externally, and to solve agency IT challenges. The high-level

scope includes the following activities:

Procuring licensing and basic implementation/set up of the SharePoint online product

Permissioning, policy and governance creation

Create an Information Services helpdesk

Create multiple collaborative spaces for staff and communication use

Create a Project Management portal and collaborative space

Create a veteran contact tracking database (list) with basic reporting and collaboration applications

Migrate the current Agency file system to SharePoint (non-HIPPA/PHI data only) to improve security, permissioning and versioning.

In addition, the department would establish a new ISS7 position that will support the platform and any ongoing in-house development for the agency. Finally,

the department will replace obsolete scanners for the records management section.

Staffing Impact

This package would require a new I1SS7 (SR 31) position that will support the platform and any ongoing in-house development for the agency.

Quantifying Results
This package will implement ODVA’s strategy to invigorate core operations build a better, stronger and more durable department for future generations through

responsible, resourceful and creative management One key element of the operational plan for this strategy is to support 21st century veterans’ services

through integrated information technology. This package supports the key initiative to “Make Government More Effective.” The program will begin in late

summer 2015 with a final completion date of late spring 2017.

Revenue Source
S 185,978 GF for ISS7 position

S 12,500 GF for S&S

S 140,000 GF for development, consultation and training for enhanced veteran contact database

S 60,000 GF for replacement of obsolete scanners for records management

$ 398,478 GF TOTAL
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*VVETERAN SERVICES POLICY OPTION PACKAGE 104

Strategic Partnerships to Leverage Resources — Package 104 (Agency priority #4)

Purpose
The purpose of this package is to implement one the department’s four strategic goals for 2014-2019. ODVA’s vision is that veterans and their families thrive in

Oregon. This package addresses ODVA'’s strategic goal to “Mobilize Partnerships.” The objective of this goal is to “leverage all resources available to veterans.”
This goal has a number of operational elements that are set out below.

This package supports the following key outcome areas: Education, Jobs and Innovation, Healthy People, and Improving Government.

The package supports the key initiatives to “Making Work Pay” and “Make Government More Effective.”

Purpose: Create Strategic Partnerships to Leverage Resources for Veterans
Mobilize partnerships means to lead and advocate for the leveraging of all resources available to veterans from federal, tribal, state and local governments

and from private, non-profit and philanthropic service providers.
Mobilizing partnerships has the following key outcomes:

e Increase the accessibility and utilization of veteran benefits and services by creating, strengthening and leveraging ODVA’s partnerships with veteran
service providers and enhancing the collaboration between service providers.

e Maximize the delivery of up-front, preventative resources to veterans to reduce expensive, back-end safety net systems

e Bring the veterans’ lens to key outcome areas in health/wellness and education/economic opportunity

e Collaborate to create, connect and support statewide networks for veterans and family resources

e Partner across federal, tribal, state and local governments

e Engage private, non-profit and philanthropic sectors

Implementation of Strategic Plan to Mobilize Partnerships. ODVA is uniquely positioned to mobilize partnerships because it is the state’s leading advocate
and resource for veterans to achieve the highest quality of life. ODVA has the capacity to analyze, understand, educate and advocate for the unique needs

of veterans from the perspective of the veteran.
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ODVA identified two policy and outcome areas that have the greatest impact on veterans and their families. The first, Education and Economic Opportunity,
are the efforts to help veterans prepare for and achieve family wage jobs and thrive in Oregon. The second, Health and Wellness, are the efforts to help
veterans achieve their fundamental health and wellness needs. Some of the issues and services for each policy area are outlined below.

Education and Employment partnerships (including, but not limited to)

e Federal veterans’ education benefits

e State colleges and universities; community colleges

e Campus veterans reintegration representatives

Veterans’ preference in employment; veterans’ programs and services for employers

Veterans’ small business support programs

Employer supported veterans hiring programs

Employment Department: Local Veterans Employment Representatives (LVER); Disabled Veterans Outreach Program Specialists (DVOP)

Health and Wellness (including, but not limited to)

e Federal VA health care

e Federal VA disability benefits for certain health issues
e State and local health care and human services
o Women veterans health issues

e Transportation (to medical facilities)

e Mental health including post-traumatic stress
e Suicide prevention

e Traumatic brain injury

o Homelessness and housing

e Reintegration

e Rehabilitation

OVDA will implement the strategy of mobilizing partnerships through two new Operations and Policy Analyst positions within the department. These policy
advisors will be statewide subject matter experts on the technical subjects (health and wellness, or education and economic opportunity) with special
expertise on the veteran’s specific issues.
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The key responsibilities of these policy advisors will be to develop intentional and strategic relationships with partners across systems. In addition they will:

Purpose

Provide leadership for the assessment, analysis, development, design, implementation, and evaluation of a statewide program to leverage
partnerships with service providers in order to increase the accessibility and utilization of benefits and services to veterans

Develop strategies with partners to convene and collaborate with subject matter experts and service provider partners to create, connect and
support sustainable statewide resource and referral networks for veterans and family services and resources

Provides leadership and vision on statewide partnership efforts connect veterans with local organizations and resources, especially through county
veteran service officers.

Build alliances between ODVA and state government agencies to enhance the accessibility and delivery of state government preventative services to
veterans to reduce expensive, back-end safety net systems

Identify and analyze emerging veteran’s issues and current trends in the subject matter area on a national, state and local level

Identify and analyze the gaps in critical veteran’s services in the subject matter area and develop priorities

Forge partnerships and strengthen existing partnerships with federal, tribal, state and local governments and with private, non-profit and
philanthropic service providers

Initiate and lead statewide partnership efforts to educate others and to specifically address emerging issues

Advocate for veterans and educate the service provider partners to the special skills and needs of veterans, particularly those men and women who
served in combat and who may have specific medical, employment, and other needs or skills uniquely resulting from wartime experience.

Policy Package 104 funds the personnel services cost of two Operations and Policy Analyst positions for $372,731 and funds the S&S for these positions for
$50,000. The problem ODVA is trying to solve with this package is to maximize the delivery of up-front, preventative resources to veterans to reduce expensive,

back-end safety net systems.

Staffing Impact
This package requires two new Operations and Policy Analyst 3 (SR 30) positions.
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Quantifying Results
Mobilizing partnerships has the following key outcomes:

e Increase the accessibility and utilization of veteran benefits and services by creating, strengthening and leveraging ODVA's partnerships with veteran
service providers and enhancing the collaboration between service providers.

e Maximize the delivery of up-front, preventative resources to veterans to reduce expensive, back-end safety net systems

e Bring the veterans’ lens to key outcome areas in health/wellness and education/economic opportunity

e Collaborate to create, connect and support statewide networks for veterans and family resources

e Partner across federal, tribal, state and local governments

e Engage private, non-profit and philanthropic sectors

Revenue Source
S 372,731 GF for two operations and Policy Analyst 43 positions (SR 30)

S 50,000 GF for S&S for two positions

S 422,731 GF
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*2013-15 VETERANS' HOME LOAN PROGRAM ORGANIZATIONAL CHART

DIRECTOR

DEPUTY DIRECTOR

13/15 = 10 POSITIONS (10.0 FTE)

ADMINISTRATIVE FINANCIAL VETERANS’ VETERAN HOME
SERVICES ADMINISTRATION SERVICES DIVISION LOAN SECTION

DIVISION
BUSINESS SERVICE 13/15 = 10 POSITIONS
BUSINESS SERVICES 13/15 = 11 POSITIONS 13/15 = 0 POSITIONS =

RECORDS & INFO MGT (10.2 FTE) (0.10 FTE) (10.1 FTE)
HUMAN RESOURCES

13/15 = 20 POSITIONS
(20.0 FTE)

Total 2013-15 Veterans’ Home Loan Program Positions
51 Positions
(50.30 FTE)
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*2015-17 VETERANS' HOME LOAN PROGRAM ORGANIZATIONAL CHART

ADMINISTRATION

15/17 = 4 POSITIONS (4.0 FTE)

G55 DIV FUMAN COMMUNICATIONS FACILITY AND
SERVICES DIVISION RESOURCES COMMUNICATIONS FACILITYAND
SERVICES MANAGEMENT

HOME LOAN
SECTION

15/17 = 2 POSITIONS RGN 15/17 = 7 POSITIONS
(2.0 FTE) < « (7.0 FTE)
RECORDS & INFO MGT

INFO SERVICES

-1 Position (-0.2 FTE)

1 Position (1.0 FTE)
Accounting Tech 3
15/17 = 17 POSITIONS

Loan Specialist 1
Package 105

(17.0 FTE)

Total 2015-17 Veterans’ Home Loan Program Positions

51 Positions
(51.0 FTE)
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*HOME LOAN PROGRAM EXECUTIVE SUMMARY

Outcome Area: Economy and Jobs
Program Contact: Cody Cox / 503-373-2170
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Executive Summary

Wanting to provide a benefit to World War Il veterans returning home, Oregon citizens voted in 1945 to create a Veterans’ Home Loan program, establishing it
in Article XI-A of the Oregon Constitution. Identified as the Home Loan program, this historically self-sufficient program provides low-interest rate mortgages on
single-family owner-occupied homes to qualified veterans.

Program Funding Request

The budget proposal for the next four biennia are as follows:

Biennium Other Funds
2015-17 $15,010,129
2017-19 $15,902,337
2019-21 $16,379,407
2021-23 $16,887,169

The proposal is funded primarily by revenues derived from mortgage loan and contract repayments, proceeds from bond sales, fee and rental income and
investment earnings. The 2015-17 proposal will provide the ability to originate and service loans for the Home Loan Program, and the necessary core operations
of the department.

The proposed amount of Other Funds for the 2015-17 biennium has decreased slightly from the prior biennium due to a large number of long-tenured
employees retiring at the upper end of the wage scale and new employees were brought in at the lower end of the wage scale, resulting in a decrease of
personnel costs. Proposals for future biennia currently include inflation factors; however, at the end of each biennia the Department will evaluate current
operational and staffing needs and will make adjustments accordingly.

Program Description

Oregon is one of only five states in the nation that have been grandfathered under federal tax law to offer a state veteran home loan program; the other four
grandfathered states include Alaska, California, Texas, and Wisconsin. The concept behind the veteran home loan programs is that these states want to provide
an enhanced housing benefit to their veterans for their past service and sacrifice. Historically, this enhanced housing benefit has generally resulted in
significantly lower home loan interest rates than are normally available in the marketplace, which have been achieved through the issuance of tax-free, state
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general obligation bonds called Qualified Veteran Mortgage Bonds (QVMB). QVMB's have limitations on how they can be used, most notably, borrowers must
apply for a loan within 25 years of discharge from military service and funds cannot be used for refinancing. The Home Loan Program also has access to limited
amounts of less restrictive bond monies from which it can also make loans to veterans who apply for a loan after 25 years from date of discharge. It is this
money that is being used to finance loans made to Oregon’s veterans that were made eligible as a result of the passage of Measure 70 in 2010. The program
offers financing up to the Fannie Mae limit, currently $417,000.

Partnering with private mortgage brokers and lenders across the state in a unique public-private partnership allows veterans anywhere in the state to access the
benefit which they have earned. These partnerships allow the Home Loan program access to every community, while minimizing the need for individual field
offices throughout the state.

Since 1945, the program has provided more than $7.7 billion of low-interest loans to more than 334,000 veterans and at one time, the Oregon Department of
Veterans’ Affairs (ODVA) was one of the largest lenders in the state with a portfolio of more than 140,000 loans. In addition to originating loans, the program
currently services all of its loans. The benefit to the veteran of ODVA servicing its own loans, is the enhanced customer service provided to the veterans and
their families, as well as the flexibility and ability to restructure loans if the veteran borrower experiences financial hardship.

The program has been most robust when large numbers of veterans returned to Oregon, such as after World War Il, the Korean War, and the Vietnam War.
However, since those conflicts, warfare has changed and large “draft” armies are not being deployed, which means large numbers of veterans are not returning
to Oregon seeking loans. In recent years, that fact, coupled with the current housing market recession, high unemployment and underemployment, low
conventional mortgage rates, and the inability to use QVMB monies for refinancing, has resulted in a significant portfolio reduction in this program. The
portfolio as of June 30, 2014 was approximately 1,930 loans totaling $215 million.

Cost Drivers — The largest cost drivers for the program are bond interest costs, personnel costs and operational services and supplies costs. As of June 30, 2014,
ODVA had approximately $274 million in bond indebtedness, with approximately 51% of the portfolio in variable rate bonds and 49% fixed rate. In the recent
low interest rate environment, the variable rate debt has been extremely beneficial to be able to offer a low interest rate on mortgage loan product. Personnel
costs include direct loan program staff and support staff. Operational services and supplies costs include expenses related to the program and certain Veteran
Services expenses unaffiliated with the loan program.

Beginning in the 1991-93 biennium, the Oregon Legislature responded to a general fund shortfall by requesting that ODVA utilize Home Loan program dollars to
supplement Veteran Services funding — with the understanding that the Veteran Services funding would be fully restored to general fund during the next budget
cycle. For the 2013-15 biennium, general funds were finally restored for these Veterans’ Services positions that were being paid with loan program monies.
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While the reinstatement of general funds for Veterans’ Services positions resulted in eliminating the subsidy of direct personnel costs, General Funds remain
unrestored for the services and supplies costs for Veterans’ Services. As the loan portfolio has declined, the ability to continue to fund non-affiliated Loan
Program expenses has been compromised. Currently, the ORVET Home Loan program directly subsidizes approximately $800 thousand a biennium of certain
direct service and supply costs within Veteran Services, and also absorbs additional costs for the Veteran Services program relating to accounting, budgeting,
information services, space and utilities, public information services and the like. These program subsidies were a major contributor to the Loan program’s
approximate $1.7 million loss in fiscal year 2013. Over the past 10 years, ODVA has had two significant layoffs — in 2004 and 2012 — attempting to realign costs
with reduced revenue.

Program Justification and Link to 10-Year Outcome

A direct link exists between the Home Loan program and the Economy and Jobs program area outcome: that Oregon has a diverse and dynamic economy that
provides jobs and prosperity for all Oregonians.

The connection between home ownership and the local economy includes multiple levels. From the builders and construction workers who construct the home,
to the realtors and mortgage brokers that market and qualify borrowers for the home, to the title company employees and bank employees who fund the loans,
to the actual borrower who needs employment for a paycheck to pay the mortgage — jobs are provided and prosperity is enhanced when housing purchases are
made. Additionally, local governments are funded through property tax revenues and communities strengthened when homeowners have a vested interest in
their neighborhood.

Home ownership has always been a key factor in economic recovery. Throughout the state’s economic cycles, the Home Loan has consistently been an
attractive product for the state’s 334,000 veterans. Through strict attention to quality underwriting, accurate loan servicing and lower delinquent rates, the
Home Loan provides Oregon’s veterans a home loan program with fiscal integrity and an opportunity for home ownership with historically low interest rates,
earned through their service in the United States Armed Forces.
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Program Performance

Low Delinquency Rate

The Home Loan program
has a consistent record of
having significantly lower
delinquency rates than
comparable Federal VA or
Conventional loan
products. Quality
underwriting, avoidance of
adjustable rate mortgages
and a willingness to work
with delinquent borrowers
on modified repayment
plans all contribute to
delinquency rates of less
than half of comparable
products.
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Number of ORVET Home Loans by County
Statewide Loans - Committed to providing
service to veterans wherever they live in the
state, the Home Loan program partners
with mortgage brokers and lenders in
communities statewide. From large banks
to single-person mortgage broker offices,
the program continually seeks to maintain
and expand its partnerships. Over the past
five years, 99% of loan originations have
come through broker and lender partners.
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Enabling Legislation/Program Authorization

The Home Loan program is established in Article XI-A of the Oregon Constitution and has statutory authority via ORS Chapter 407.

Funding Streams

The Home Loan is a self-sufficient program, using Other Funds only. These Other Funds monies are Constitutionally-dedicated for certain veteran programs.
Revenues are derived from loan and contract repayments, proceeds from bond sales, fee and rental income and investment earnings. No General Fund monies
are used in its operations.

In addition to being Constitutionally-dedicated, Loan Program funds are restricted in their use by federal tax law, bond covenants, standby bond purchase
agreements and liquidity provider agreements.

2015-17 Funding Proposal

The 2015-17 Governor’s Budget for the Home Loan Program maintains the program at current service level, with an enhancement to the loan origination and
servicing information technology system.
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*\VETERANS' HOME LOAN PROGRAM HISTORICAL OPERATING BUDGET COMPARISON
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> 2005-07 L.A.B. 2007-09 L.A.B. 2009-11 L.A.B. 2011-13 L.A.B. 2013-15L.A.B. 2015-17 G.B.

|l OPERATING BUDGET $16,718,783 $16,799,002 $18,468,530 $16,064,672 $15,519,622 $15,010,129

L.A.B. — Legislatively Adopted Budget
G.B. — Governor’s Budget
**Includes all Packages but excludes Nonlimited and Capital Construction Expenditures.
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*HOME LOAN PROGRAM NARRATIVE

The department’s strategic goal that aligns with the Home Loan Program is to invigorate core operations. The objectives, strategies and implementation plan for
this goal are outlined below:

Invigorate Core Operations
Objective: To build a better, stronger and more durable department for future generations through our responsible, resourceful and creative
management.

Strategies:
e Reenergize the Veterans’ Home Loan program
e Support 21* century veterans’ services through integrated information technology
e Maintain fiscal integrity and sustainability of the Department’s programs

2015-17 ARB Implementation Plan:
e The implementation strategy is to align existing positions with actual work performed (Policy Option Package 101).

e The implementation strategy is to meet the increasing demands for processing veteran home loans for efficiency, effectiveness and customer service
(Policy Option Package 105).

e The implementation strategy is to increase efficiencies and improve customer service in the home loan program by establishing one end-to-end IT
system from loan origination to servicing (Policy Option Package 106).

Home Loan Program Environmental Factors and Trends

Limited Funding Sources and Product — Due to a change in federal tax law, there are limited sources of funding available for those veterans that apply for a
home loan more than 25 years after they have left active duty service. In November 2010, Oregon voters overwhelmingly passed Ballot Measure 70 allowing an
amendment to the Oregon Constitution which now makes the Oregon Veterans’ Home Loan program a lifetime benefit. Monies derived from pre-Ullman bond
refunding’s (general obligation bonds originally issued prior to 1981) are available to continue to fund these loans. However, these funding sources are limited,
and while some funds will be available during the 2015-2017 biennium, the availability of these monies in future periods will decline.
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Qualified Veterans Mortgage Bonds (QVMB) are tax-free, state general obligation bonds. This is the type of money generally used to fund the majority of
veteran Home Loans in Oregon. Currently, federal law limits the use of this money to purchase only loans and does not allow loans to be made to veterans who
are 25 years past discharge from military service.

Inability to Refinance Loans or Lend to Veterans Discharged More Than 25 Years - Because of the uncertain economic conditions, approximately 90% of our
customer interaction involves requests for a refinance product. Qualified Veterans Mortgage Bonds (QVMB) are tax-free, state general obligation bonds and
may not be used to refinance homes. This is the type of money generally used to fund the majority of veteran Home Loans in Oregon. Currently, federal law
limits the use of this money to purchase only loans and does not allow loans to be made to veterans who are 25 years past discharge from military service.

Home Loan Market -Interest rates, home prices and general economic conditions can help or hinder ODVA’s home loan program. Both the Oregon and national
economy is gradually improving; however, veteran unemployment rates continue to be higher than the national average. Consumers continue to be cautious
with discretionary expenditures thereby resulting in flat or slow growth in several key industry areas. Banks suffered billions of dollars in real estate related
write-downs thereby leading them to tighten down on their credit underwriting. Until the well-being of the consumer and financial institutions improve
markedly, economic growth likely will continue to be limited. Because of the uncertain economic conditions, approximately 90% of our customer interaction
involves requests for a refinance product. However, federal tax law precludes using QVMB monies to refinance loans.

Home Values — Housing prices within Oregon and the nation dropped during the recession and are only now beginning to increase in certain areas. The
uncertainty of home values may be leading some possible veteran home loan applicants to defer their home buying decision until conditions improve.

Fewer Investment Banks in the Tax-Exempt Housing Business — As a result of the turmoil occurring during 2007 and 2008, a number of investment banks that
previously were involved with structuring and marketing of tax-exempt housing bonds have exited the business. This trend may make it more difficult to
structure and market Department bonds as effectively as in the past.

Nonperforming Assets - Close monitoring of nonperforming assets and early intervention with borrowers who become delinquent will continue to be an
important issue.

The Loan Program — The loan program is projected to incur operating losses and further reduce the loan fund in the 2015-2017 biennium due to smaller size of
the loan program, slow economic conditions, low interest rates and the significant use of the loan program funds to subsidize veteran service programs and
administrative support.

Program Supplementing Other Department Expenditures - Beginning in the 1991-93 biennium, the Oregon Legislature responded to a general fund shortfall by
requesting that ODVA utilize ORVET program dollars to supplement Veteran Services funding — with the understanding that the Veteran Services funding would
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be fully restored to general fund during the next budget cycle. For the 2013-15 biennium, general funds were finally restored for these Veterans’ Services
positions that were being paid with loan program monies. While the reinstatement of general funds for Veterans’ Services positions resulted in eliminating the
subsidy of direct personnel costs, general funds remain unrestored for the services and supplies costs of the Veterans’ Services program. As the loan portfolio
has declined, the ability to continue to fund non-affiliated Loan Program expenses has been compromised. Currently, the ORVET Home Loan program directly
subsidizes approximately $800 thousand a biennium of certain direct service and supply costs within Veteran Services, and also absorbs additional costs for the
Veteran Services program relating to accounting, budgeting, information services, space and utilities, public information services and the like. These program
subsidies were a major contributor to the Loan program’s approximate $1.7 million loss in fiscal year 2013. Over the past 10 years, ODVA has had two significant
layoffs —in 2004 and 2012 — attempting to realign costs with reduced revenue.

Program Details

Oregon is one of only five states in the nation that have been grandfathered under federal tax law to offer a state veteran home loan program. Historically, this
state housing benefit has resulted in significantly lower home loan interest rates than are normally available in the marketplace. The program offers financing
up to the Fannie Mae limit, currently $417,000.

Customers: Home Loan customers include veterans, private-sector mortgage lenders, realtors, mortgage brokers, appraisers, title companies, insurance
companies, and credit reporting agencies. The Department also has partnered in the past with Oregon Housing and Community Services (OHCS) to make tax-
exempt funds available through OHCSD for low- and moderate-income housing.

The program has provided more than $7.7 billion of low-interest loans to more than 334,000 veterans, and, at one time, ODVA was one of the largest lenders in
the state with a portfolio of more than 140,000 loans. In addition to originating loans, the program currently services all of its loans. The benefit to the veteran
of ODVA servicing its own loans is the enhanced customer service provided to the veterans and their families, as well as the flexibility and ability to restructure
loans if the veteran borrower experiences financial hardship.

Source of Funding: Other Funds. Primary sources of revenue consist of loan and contract-related repayments, investment earnings, fee and rental income, and
proceeds from bond sales.

Expenditures: $15,010,129 Other Funds. Loan Program dollars continue to subsidize non-loan program related functions for services and supplies and indirect
personnel costs.
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Positions and FTE: 2015-17 Governor’s Budget funds 11 positions (11.0 FTE) for Direct Loan Services and 40 (40.0 FTE) other agency operational positions, for a
total of 51 (51.0 FTE) positions.

Workload: The Home Loan Program has been most robust when large numbers of veterans returned to Oregon, such as after World War Il, the Korean War, and
the Vietnam War. However, warfare has changed and large “draft” armies are not being deployed; which means large numbers of veterans are not returning to
Oregon seeking loans. In recent years, fewer veterans, coupled with the housing market recession, high unemployment, low conventional mortgage rates, and
the inability to use QVMB monies for refinancing, has resulted in a significant portfolio reduction of home loans. As of June 30, 2014, the portfolio included
approximately 1,934 loans totaling more than $214 million.

Expected Results

The Governor’s Budget would provide spending authority to the Veterans’ Home Loan program that will assist the Department with meeting the following goals:

e Maintain the fiscal integrity of the Veterans’ Home Loan program
The Department is responsible for the repayment of approximately $274 million of the state’s outstanding general obligation debt as of June 30,
2014. When available and appropriate, early bond calls and special redemptions will be utilized to reduce payments for debt service. Through strict
attention to quality underwriting, accurate loan servicing, and when necessary, timely collection activities, the successful operation of the Veterans’
Home Loan program will continue. State-owned (foreclosed) properties will continue to be closely monitored in order to maximize returns.
Delinquencies and non-performing assets will continue to be closely monitored, and early intervention will be employed to assist borrowers and to
protect the Department’s interests. During the biennium, the Department will strive to keep its delinquent accounts (90 or more days delinquent
and active foreclosures) to 1.5 percent or less of all outstanding accounts.

e Provide more Oregon veterans with an opportunity for home ownership
The Department will continue to use the proceeds arising from the sale of tax-exempt Qualified Veterans’ Mortgage Bonds to fund home loans.
With Oregon National Guard units serving in the Middle East, the Department anticipates that the pool of post-1976 eligible veterans will grow in
time. The Department will continue its outreach efforts to this new group of veterans, ensuring that they are fully informed of the benefits available
to them.

PROGRAM UNITS // HOME LOAN PROGRAM // NARRATIVE (107BF02) 7,7 166



2015-2017 GOVERNOR’S BUDGET i% OREGON DEPARTMENT OF VETERANS’ AFFAIRS

e Improve service delivery through additional business partners
The Department will continue to expand its statewide network of mortgage lenders and brokers who originate ODVA home loans. By providing local
access to ODVA home loans via ODVA-approved lenders and brokers, additional veterans may be served in their local communities.

e Enhance efficiency and customer service by replacing two separate antiquated systems with an end-to-end loan origination and servicing system.

e Further use of web-based tools to assist veteran borrowers and Loan Program partners.

Revenue Sources/Proposed Revenue Changes

Revenue Sources - The Veterans' Home Loan program operates solely on Other Funds. These Other Fund monies consist of loan and contract repayments,
proceeds from bond sales, fee and rental income, and investment earnings. No General Fund monies are used in its operations. The Veterans’ Home Loan
program requires no matching funds.

Limits on Use of Revenue - Limitations on revenue usage exist since these funds are derived from tax-exempt debt issued by the State of Oregon. Thus, the use
of these revenues must be compatible with federal tax laws and Oregon's constitutional and statutory authority. A listing of constitutionally authorized uses,
(subject to applicable federal tax restrictions) is provided in the Revenues portion of this document.

Basis for Estimates - A variety of factors were used to produce the estimate for the 2015-2017 base budget. Included were estimates of loan and contract-
related repayments, investment earnings, fee and rental income, and proceeds from bond sales. Loan and contract related repayments consist of payments
received by the Department from its mortgagors and contracts for principal, interest, taxes and insurance. Historical payment patterns were used to help make
the projections. Historical earnings performance was also used, along with projected earning rates, estimates of the size and type of investments, and projected
investment terms to forecast the Department’s investment earnings. Fee and rental income consists of payments received from the Department’s mortgagors
for a variety of loan-related services, and for the leasing of space in the Veterans’ Building. Historical payment trends and projections relevant to the
increase/decrease of fee-based transactions and rental and leasing activities were utilized to produce an estimate for the biennium.

Changes in Revenue Sources - There are no proposed revenue source changes.
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Proposed Legislation

Senate Bill 252: Exempt ODVA from the Foreclosure Avoidance Mediation Program
The purpose of this legislative concept is to exempt ODVA from the requirement to enter into mediation and negotiate a foreclosure avoidance agreement with

a veteran borrower under the residential Foreclosure Avoidance Mediation Program (ORS 86.726). ODVA under its own statutes in ORS 407 is already required

to meet or exceed the processes, intent and policy purposes of the Mediation Program.
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*VVETERAN SERVICES POLICY OPTION PACKAGE 101

County Training and Reclasses to Align Positions — Package 101 (Agency priority # 1)
Reduces Loan Program OF by $22,899

Purpose
This policy package applies primarily to Veteran Services; however, the package also includes a modest reallocation of Other Funds from the Home Loan

Program to General Funds to align the direct services provided to veterans with the appropriate revenue source.

The purpose of this package is to implement one of the department’s four strategic goals for 2014-2019: “Target veteran services in order to serve more
veterans and serve them better.” The operational plan for this strategy is to focus the department’s statewide veteran services on training, claims review,
advocacy and support. The package supports the key initiative to “Make Government More Effective.”

1. Purpose: Meet current and future training needs for county veteran service officers.

During the development of its strategic plan, ODVA determined there was a significant gap in its training program for county veteran service officers and
concluded that an additional position was the department’s most critical need. In May 2014, the Emergency Board approved the department’s request to
fund a limited duration training position. ODVA informed the Emergency Board that it would request permanent funding for this position in a 2015-17

budget policy option package.

ODVA is statutorily mandated to provide training and education for county veteran service officers (CVSOs) for their accreditation. CVSOs must be
accredited in order to represent veterans and file claims on their behalf for federal VA disability compensation and pension benefits. ODVA’s intensive initial
training and education program for each CVSO lasts between 12 and 18 months before the CVSO may become accredited by the US Department of Veterans’
Affairs. In addition, ODVA provides ongoing continuing training and education for each CVSO in order to maintain their federal accreditation through a

biennial re-certification.

Currently, ODVA has one permanent position and one limited duration position (through June 30, 2015) to handle the statutorily mandated statewide
training for 55 county veteran service officers located in 34 counties. Currently, 14 of the 55 county veteran services officers are unaccredited, which means
that the department is training 25% of the total CVSOs in Oregon in the intensive initial training program. Historically, the number of new CVSOs in the
training program averaged between five and seven individuals per year. Currently, twelve of the fourteen new (unaccredited) county veteran service
officers in the training program have been hired by the counties since July 1, 2013. In addition to the current trainees, counties are increasing their CVSO
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positions and the department anticipates that two to four new CVSOs will be hired by the counties by early fall of 2014, which will add to the training
workload for ODVA. Fundamentally, the training workload has doubled. ODVA anticipates that during the 2015-17 biennium and continuing into the future,
the number of CVSOs will increase to 60 and the number of unaccredited CVSOs will be 25-28% of all CVSOs.

2. Purpose: Reclass positions to align with ODVA strategic plan.

The purpose of these reclassifications is to align the work of these positions with ODVA’s strategic objective to “serve more veterans and serve them better.”

In early 2014, during the development of its strategic plan, ODVA determined there was a need to shift the focus of the ODVA Statewide Veterans Service in
Portland and Salem. All claims filed by the 34 counties and ODVA, which handles all Marion and Polk County claims, must be filed through the Statewide
Veteran Service in Portland, which is responsible for filing claims with the federal VA under ODVA’s power of attorney.

Statewide Veterans Service (Portland) Enhancements. The Statewide Veteran Service in Portland primarily handles claims appeals and support to the
counties on claims, but also works directly with veterans to file claims. ODVA concluded that the Statewide Veteran Service in Portland needed to
exclusively manage claims appeals and claims filing with the federal VA because of an increase in the number of claims filed by the counties and the Salem
office, the critical review process that is required prior to filing with the federal VA, a new electronic claims filing process, and the number of unaccredited
CVSOs filing claims. One of the key strategies to reduce claims appeals is to file fully developed claims that also meet the federal VA requirements. ODVA
determined a critical need for a veteran service officer who managed claims reviews and could work closely with the county and state veteran service
officers to improve the quality of claims filings was critically needed. In addition, one public service representative in the Portland was reclassed to align
with the more technical work the position required to support the veteran service officers and file claims with the federal VA.

Statewide Veteran Service (Salem) Enhancements. Currently, the Statewide Veteran Service in Salem works directly with veterans in Marion and Polk County
and also handles specialized claims. The Salem Statewide Veteran Service needs to expand its focus to handle statewide veteran’s issues that are direct
services for veterans. Two of the veteran service officers would work on statewide direct veterans service issues, including veterans in justice involved
situations (corrections, Veteran’s Courts, etc.), women veterans issues, local veteran networks and working directly with county veteran service officers on
statewide non-training issues. In addition, these veteran service officers would handle sensitive, high-profile, or very challenging statewide veterans claims.

Salem Conservatorship. One position must be reclassified and realigned for higher level technical work to support the work of the veteran’s trust officers.

PROGRAM UNITS // HOME LOAN PROGRAM // PACKAGES (107BF02) // POLICY OPTION PACKAGE 101 7,7 175



2015-2017 GOVERNOR’S BUDGET T/A\? OREGON DEPARTMENT OF VETERANS’ AFFAIRS

Align Veteran Services Program Funding With Actual Work Performed. Three (3) positions in Veterans Services Program have some portion of the position
funded by Other Funds and the funds need to be reallocated from Other Funds in the Home Loan Program to General Funds to align the direct veteran

services work of the positions with the appropriate funding source.

How Achieved

Purpose: Meet current and future training needs for county veteran service officers.
Meeting current and future training needs will be achieved by establishing a permanent training position.

Purpose: Reclass positions to align with ODVA strategic plan.
Reclassifying five positions based on the additional, more technical work of the positions, will allow the department to implement its strategic plan to serve
more veterans and serve them better. Reallocating the funding of portions of three veteran service division positions will align the funding source consistent

with the work of the positions.

Staffing Impact

County Training
O Establish one (1) Training and Development Specialist 2 position to provide statewide training for county veteran service officers and state veteran

service officers.

Reclass Positions to Align with ODVA Strategic Plan and Reallocate Funding Source
Statewide Veteran Service (Portland)

0 Reclass one (1) Veteran Service Officer (SR 23) to a Program Analyst 2 (SR 27) to manage claims reviews and work with the county and state

veteran service officers on improving claims filings.
0 Reclass one (1) Public Service Representative 2 (SR 12) to a Public Service Representative 3 (SR 15) to align with higher level technical work
to support the work of the veteran service officers in filing claims with the federal VA.
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Statewide Veteran Service (Salem)

0 Reclass two (2) Veteran Service Officers (SR 23) positions to Program Analyst 2 (SR 27) positions to manage sensitive, high-profile, very
challenging statewide veterans claims and to work on direct veterans statewide issues, including veterans in justice involved situations
(corrections, Veteran’s Courts, etc.), women veterans issues, and working directly with county veteran service officers on statewide non-
training issues.

Conservatorship

0 Reclass one (1) Office Specialist 2 (SR 15) to an Administrative Specialist 1 (SR 17) to align with higher level technical work to support the
work of the veteran’s trust officers.

Align Veteran Services Program Funding

0 Three (3) positions in Veterans Services Program have some portion of the position funded by Other Funds. These funds need to be
reallocated from Other Funds in the Home Loan Program or conservatorship program to General Funds in the Veteran Services Program to
align the direct veteran services work of the positions with the appropriate funding source.

Quantifying Results

The economic impact of the federal claims CVSOs and veteran service officers file is substantial. In 2013, $2.28 billion in all federal VA claims (education, health,
compensation and pension, etc.) were paid to veterans in Oregon. Compensation and pension benefits, which are cash benefits paid directly to veterans in
Oregon, totaled $1.1 billion for 2013, or $91.7 million each month.

It is critical that ODVA provide high-quality training to veteran services officers so that claims filed will be well-developed claims and fully documented in order
to minimize appeals and expedite processing and benefit awards.

In order to implement ODVA'’s strategy to serve more veterans and serve them better and to carry out the key initiative to “Make Government More Effective,”
the new responsibilities that include specialized and technical work by the Veterans Services Division staff require these positions be reclassified and the
reallocation of funds consistent with the work of the staff.

The results will be quantified in the increase in benefits paid to veterans from the federal VA.
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Revenue Source
$360,774 in General Funds. Note: This package includes a reduction of $90,638 in Other Funds (from conservatorship and home loan program) from the
reallocation.
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*STATEWIDE VETERAN SERVICES PROGRAM POLICY OPTION PACKAGE 102

County Funds/Technical Aid; Veterans Outreach — Package 102 (Agency priority # 2)
Reduces Home Loan Program OF by $313,932

Purpose

This package applies to Veteran Services and to the funds appropriated to ODVA that are distributed to the county veteran service offices. This package also
applies to ODVA'’s critical outreach to veterans, counties and the public on veterans benefits and other resources available to veterans. This package reduces
Other Funds S&S cost by $313,932 and shifts funding to General Fund.

The purpose of this package is to implement two of the department’s four strategic goals for 2014-2019. The first strategic goal is to “Target veteran services in
order to serve more veterans and serve them better.” The operational plan for this strategy is to focus the department’s statewide veteran services on ODVA
key partnership with the counties and county veteran service offices, training, claims review, advocacy and support.

The second strategic goal to be implemented is to “drive veteran engagement in order to amplify the awareness of veteran resources and build the Oregon
veteran brand.” The operational plan for this strategy is to deepen ODVA's connection with the veteran community, promote a positive image of veterans and
their families, build the Oregon veterans brand and ensure a seamless and positive experience by veterans seeking services. The package supports the key
initiative to “Make Government More Effective.”

1. Purpose: County Funds — Preserve funding for the counties for the veterans extended outreach grant program

The 2013 Legislature, through a budget note, allocated $1 million additional General Fund dollars to ODVA to develop a Veterans’ Extended Outreach Grant
Program (VEOGP) for the county veteran service offices. The budget note stated that the goals of the program were to: 1) serve veterans statewide to
greatest effect; 2) improve outreach to veterans; 3) inform veterans of their benefits; and 4) file claims on behalf of veterans. The grant funds could only

supplement and not supplant existing services to veterans provided by counties.

The key outcomes for the grants had to include, but were not limited to:

0 Increase the number of new power of attorneys granted to county veteran service officers (CVSOs); and
0 Increase the amount of new federal benefit dollars recovered on behalf of Oregon veterans.

The distribution instructions for the S1 million were as follows:
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0 $10,000 was granted to each of 34 counties ($340,000)

0 ODVA retained $60,000; however, due to a 2% holdback and a later adjustment, this amount was reduced by $15,000 to a total of $45,000. The
purpose of these funds is to handle the increased claims-related work at the ODVA Portland Claims office.

0 ODVA set up a competitive grant application and award process for the remaining $600,000.

The purpose of preserving this funding is to continue this critical support to the counties in order to provide innovative ways to increase the number of new
power of attorneys and increase the new federal benefit dollars recovered on behalf of Oregon veterans. The results from the implementation of the
current grant program will provide clear guidelines and best practices for a grant program for2015-17.

Preliminary Results of the Grant Program.

The $600,000 in competitive grants was distributed to 26 counties in February 2014. The average size of the grant was $23,077. The goals of the grant
program are to:

Serve veterans statewide to greatest effect

Improve outreach to veterans

Inform veterans of their benefits

File claims on behalf of veterans under ODVA’s power of attorney

O O O0O

The grant proposals submitted by the counties were thoughtful, innovative and targeted to meet the needs of local communities. The core of most
proposals focused on a unique combination of staff enhancement, outreach and technology upgrades to meet the challenges of serving our veterans and
their family members. The key outcome measure for the grants was to increase the number of power of attorneys granted. The grant period runs from
February 2014 through June 30, 2015, or 17 months.

For the five-month period February through June 2014, compared to the same five-month period for 2013, the data for all grant recipients (26 counties)
combined is as follows:

0 The number of new ODVA power of attorneys granted to county veteran service officers (CVSOs) in the 26 counties increased by 581, from 3760
in 2013 to 4341 in 2014, which is a 16% increase.

0 Thisis an average of 22 new veterans claims generated by each county over a five-month period.
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Based on this preliminary data, the department estimates that an additional 1,975 veterans will grant power of attorneys to CVSOs in these 24 counties over
the 17-month grant period.

The economic impact of the federal claims CVSOs and veteran service officers file on behalf of veterans is substantial. In 2013, $2.28 billion in all federal VA
claims (education, health, compensation and pension, etc.) were paid to veterans in Oregon. Compensation and pension benefits, which are cash benefits
paid directly to Oregon veterans, totaled $1.1 billion for 2013, or $91.7 million each month.

2. Purpose: To provide funding for critical outreach
One of ODVA'’s four strategic goals is to “Drive veteran engagement in order to amplify the awareness of veteran resources and build the Oregon veteran

brand.” The operational plan for this strategy is to deepen ODVA’s connection with the veteran community, promote a positive image of veterans and their
families, build the Oregon veterans brand and ensure a seamless and positive experience by veterans seeking services.

The fourth purpose of this package is to provide critically needed services and supplies funds for outreach publications, technical support and honor services
and materials that support veteran services and ODVA’s commitment to honoring veterans and fallen soldiers. The publications and materials include the
Veteran Benefits magazines, Vet News newsletter, special publications about certain veteran’s issues, and materials for honor ceremonies. Costs include
production, professional services, printing and mailing.

Included in this package are the costs for community engagement and publicity, ODVA'’s participation in statewide veteran events, hosting the Veteran
Summit, and stocking and maintaining the vehicle that is used for handling equipment and materials for public events. Also included are the computer
software are hardware to provide technical support to the country veteran services offices such as setting up custom websites for each county that link to
ODVA and statewide resources. These systems also provide the capabilities to create outreach through iLearn, manage blogs, GovDelivery and develop
specialized web pages.

With the increasingly diverse demographics within the veteran community, it has become even more important to concentrate information and awareness
efforts on effective and appropriate methods to reach veterans and their families. Currently only 3 out of 10 veterans in Oregon are connected to benefits.
One of the main drivers of increasing the number of veterans who receive services is communicating with veterans and the public to develop an awareness
and understanding of the resources and benefits available.
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Since 2009, the Legislature has passed numerous bills that have significantly increased ODVA’s requirements to engage in outreach and contact with
veterans. The most recent legislation (HB 2421 and 2422 in 2013) requires DMV and DHS to provide ODVA with names and addresses of veterans who opt in
to being contacted by ODVA when making application through DMV or DHS. This project began in January 2014 and ODVA is receiving 2,000 to 3,000
veteran’s names and addresses (no email addresses or phone numbers) per month from DMV. DHS will provide similar information when their computer
systems change later in 2014. ODVA mails each veteran a copy of the Veteran Benefits 40-page magazine that describes all the state and federal benefits
available and how a veteran may access these benefits. When ODVA begins receiving information from DHS, ODVA could be receiving more than 50,000
veteran contacts each year.

How Achieved

1. Purpose: County Funds--Preserve funding for the counties for the veterans extended outreach grant program
Preserving the same level of funding for innovative grants will achieve the goals of increasing the number of powers of attorneys filed under ODVA and

increase the number of federal dollars in benefits that flow to Oregon veterans.

2. Purpose: To provide funding for critical outreach
This request will allow ODVA to produce and distribute informative materials at a rate that is currently in demand as well as meet anticipated future

demand. Educating veterans and their families about their state and federal benefits increase the number of veterans seeking and connecting to benefits,
decreases the number of veterans seeking other types of state services, and increases the number of federal dollars received in Oregon. This request will
also provide critical technical services in support of the county veteran service offices, and provide materials and supplies for honoring veterans at
memorials and events.

Staffing Impact
No staffing impact.

Quantifying Results
All of the purposes and strategies in the package are for the purpose of targeting veterans to serve more veterans and serve them better. One of the keys to
success of providing services to veterans is a robust outreach program.

Ultimately these strategies are to provide more benefits to veterans. The economic impact of the federal claims CVSOs and veteran service officers file is
substantial. In 2013, $2.28 billion in all federal VA claims (education, health, compensation and pension, etc.) were paid to veterans in Oregon. Compensation
and pension benefits, which are cash benefits paid directly to veterans in Oregon, totaled $1.1 billion for 2013, or $91.7 million each month.
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In order to implement ODVA’s strategy to serve more veterans and serve them better and to carry out the key initiative to “Make Government More Effective,”
the initiatives in this package are a key to ODVA's success. The results will be quantified in the increase in benefits paid to veterans from the federal VA.

Revenue Source
$ 1,015,000 GF for the 34 counties

$<313,932> OF for veteran outreach, Veterans News and Veteran Benefits magazines, etc.
$ 313,932 GF for veterans outreach, Veterans News and Veterans Benefits magazines, etc.

$1,328,932 GF
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*HOME LOAN PROGRAM POLICY OPTION PACKAGE 105

Meet Demands for New Veterans’ Home Loans — Package 105 (Agency priority #5)

Purpose
This package supports the Home Loan Program.

The purpose of this package is to implement one the department’s four strategic goals for 2014-2019. ODVA’s vision is that veterans and their families thrive in
Oregon. This package addresses ODVA'’s strategic goal to “invigorate core operations” in order to “build a better, stronger and more durable department for
future generations through responsible, resourceful and creative management.” One key element of the operational plan for this strategy is to “reenergize the
veteran’s home loan program.” This package supports the following key outcome area: Improving Government. The package supports the key initiative to
“Make Government More Effective.”

Purpose: Meet demands for new veterans’ home loans

The purpose of this package is to provide one Loan Specialist 1 (SR 23) position to support the increased demands of the veterans’ home loan program.

Staffing Impact
This package requires one new Loan Specialist 1 (SR 23) position.

Quantifying Results

The loan program has increased production during the 2013-15 biennium and ODVA anticipates that this trend will continue. At the close of 2014, the program
anticipated having issued $58 million in veteran home loans (second best year in dollar volume since 1997) and continued to service a $229+ million loan
portfolio.

Year January Febrary March April : July August  September October November December  Total Year
2008 53,174,362 52,355,954 56,143,799 57,073,749 51,784,384 55,201,298 56,431,629 57,365,987 55,931,955 56,838,946 51,819,000 51,219,800 5 55,345,863
2009 $ 537,709 § - s - S - $ 410,053 § - S 429400 § - $ 627,116 $ 723,247 $ 470,722 § 867,500 S 4,065,748
2010 5 304,000 S 406,000 51,427,000 51,013,050 51,304,600 51,274,136 S - § 95832 5§ 753,000 § - $ 299,200 $1,112,100 $ 8,088,918
2011 $2,619,061 $2,601,292 $3,461,979 $ 736,000 $1,258,338 $2,575,849 ¢ 551,608 $1,768,995 $1,305,020 $1,186,020 $ 193,700 S 424,600 & 18,682,462
2012 $1,667,650 $2,602,055 $1,004,000 $1,205200 $1,811,200 $2,085,445 $2,534,147 $2,632,844 $1,745832 $2,197,101 $2,007,820 $2,516,720 ¢ 24,010,014
2013 $1,481,142 $2,772,884 $1,784,050 $1,953,337 $3,870,023 $1,728,709 $5,125,585 $3,879,184 $7,699,249 $4,440,524 $4,079,620 $2,072,989 & 40,887,296
2014 $2,052,590 $3,071,725 $4,682,398 $4,826,604 $6,243,603 $5,644,440 $6,602,916 $6,711,536 $4,935969 $5,613,140 $4,349,126 $3,765,700 & 58,499,747
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Revenue Source

S 133,346 OF for one new Loan Specialist 1 (SR 23) position.

S 15,000 OF for S&S

$ 148,346 OF
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*HOME LOAN PROGRAM POLICY OPTION PACKAGE 106

Modernize IT Hardware and IT Project Analysis — Package 106 (Agency priority #6)

Purpose
This package supports the Home Loan Program.

The purpose of this package is to implement one of the department’s four strategic goals for 2014-2019. The strategic goal is to “invigorate core operations” in
order to “build a better, stronger and more durable department for future generations through responsible, resourceful and creative management.” Two key
elements of the operational plan for this strategy are to “reenergize the veterans’ home loan program” and “support 21st century veterans’ services through
integrated information technology.”

The package supports the key initiative to “Make Government More Effective.”

Purpose: Modernize IT hardware to establish an end-to-end loan origination and servicing program

ODVA’s home loan program for veterans currently originates and services all its own loans. The current IT systems for origination and servicing are separate and
antiquated IT software systems.

The purchase and installation of an “end-to-end” loan system that carries the information entered during the application and loan origination process through to
the loan servicing process will create great efficiencies, reduce errors and provide a robust system that can handle the increase in loan production that is
anticipated. In addition, this software system will significantly improve customer service.

How Achieved
The department will purchase a mortgage loan origination and servicing software system that is fully self-contained. Additional funds will be needed for
employee training on the system and professional services to help in the selection and installation process.

The program will be installed and implemented during the 2015-17 biennium.

Staffing Impact
None.
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Quantifying Results
Two key elements of the operational plan for this strategy are to “reenergize the veterans’ home loan program” and “support 21st century veterans’ services
through integrated information technology.” The package supports the key initiative to “Make Government More Effective.”

An end-to-end software program allows the department to control the lending life cycle from new business and loan servicing to default management, enabling
customer-focused experiences delivered with maximum cost efficiency and compliance. ODVA will be better able to provide good information and customer
service to veteran borrowers.

Revenue Source
S 50,000 OF Employee training
S 50,000 OF IT professional services
$ 150,000 OF Data processing software

$ 250,000 OF TOTAL
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*2013-15 OREGON VETERANS' HOME PROGRAM ORGANIZATION CHART

DIRECTOR

DEPUTY DIRECTOR

OREGON VETERANS’ HOME

13/15 = 2 POSITIONS (2.0 FTE)

DIRECT CARE AND OPERATIONS

13/15 = 0 POSITIONS (2.0 FTE)
(CONTRACTED OUT)

Total 2013-15 Oregon Veterans’ Home Program Positions
2 Positions
(2.0 FTE)
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*2015-17 OREGON VETERANS' HOME PROGRAM ORGANIZATION CHART

ADMINISTRATION

-
1 Position (1.0 FTE)
Office Spec 1
Lebanon Vets Home

OREGON VETERANS’ HOME

1 Position (1.0 FTE)
Program Analyst 2
Lebanon Vets Home

¥

DIRECT CARE AND OPERATIONS

15/17 = 0 POSITIONS (0.0 FTE)
(CONTRACTED OUT)

Total 2015-17 Oregon Veterans’ Home Program Positions
4 Positions
(4.0 FTE)

PROGRAM UNITS // OREGON VETERANS HOMES PROGRAM // 15-17 OREGON VETERANS’ HOME ORGANIZATION CHARTS * 198



2015-2017 GOVERNOR’S BUDGET * OREGON DEPARTMENT OF VETERANS’ AFFAIRS

* OREGON VETERAN HOMES PROGRAM EXECUTIVE SUMMARY

Primary Outcome Area: Healthy People

Program Contact: Edward VanDyke / 503-373-2387
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Program Overview The Oregon Veterans’ Homes provide the state’s most vulnerable veterans and their families skilled nursing, Alzheimer’s and memory-
related, and rehabilitative care in an environment that understands the unique needs of the men and women who served our country in uniform. Currently
there is one facility located in The Dalles and a second facility scheduled to open in October 2014. The Oregon Veterans’ Home program is a self-sustaining
program that offers superior care at a lower cost to veterans and their families.

Program Funding Request

The budget proposal for the next four biennia for the two Oregon Veterans’ Homes is as follows:

Biennium Other Funds General Funds Total Funds
2015-17 $65,667,428 $2,618,940 | S 68,286,368
2017-19 $68,652,508 $1,017,323 | S 69,669,831
2019-21 $71,752,169 S 71,752,169
2021-23 $74,991,779 S 74,991,779

Other Funds revenue is primarily generated from resident-related income to cover the cost of care. Income sources typically include funds from the Federal VA,
Medicare, Medicaid, insurance companies and private payers. The proposed increase in Other Fund expenses in 2015-17 is related to caring for residents upon
completion and full phase-in of the second Veterans’ Home in Lebanon.

General Fund monies are related to debt service on Article XI-Q Bonds that were issued in November 2013 and used as a portion of the local/state match to
construct the Lebanon Veterans’ Home due to construction changes mandated by the federal VA. Lottery Funds, if used at all, will be related to debt service for
the possible future construction of a third Veterans’ Home.

The 2015-17 Governor’s Budget will provide the ability to maintain superior care for residents at the current Oregon Veterans’ Home and phase-in of the second

Veterans’ Home in Lebanon.

Program Description

Eligibility/Care Level/Services - Care at the Oregon Veteran’s Home is an earned benefit available to veterans, their spouses and parents who had a child die
while serving in the United States Armed Forces. To be eligible for this benefit, qualifying veterans must have served as defined by the U.S. Department of
Veterans Affairs (Federal VA) and received an honorable discharge from their branch of service.
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Residents receive 24-hour, long-term skilled nursing, Alzheimer’s and other memory-related, and rehabilitative care by a nursing staff whose skills and
understanding have been enhanced to meet the unique and special needs of veterans. The Home’s nursing team is complemented by physical, occupational and
speech therapists who provide specific physician ordered services to help residents meet their maximum rehabilitative potential.

In addition, the facility offers residents engaging daily activities, transportation to and from community outings and doctor’s appointments, customized nutrition
based on individual resident needs by a dietitian, high quality meals prepared by the facility’s full-time chef, and an environment that honors and remembers
veterans. Most importantly, the Veterans’ Home enables what most veterans desire — a home where they are understood and among other veterans.

The Federal VA’s Community Based Outpatient Clinic (CBOC) is located adjacent to the Home on the Home’s property. CBOC's provide primary care to veterans
by Federal VA doctors who are knowledgeable about veterans’ issues and needs, including health complications that are the result of service-related disabilities.

Partners — The Federal VA and Wasco County partnered in funding the original construction of the facility with a combination of federal and local funds; grant
funds are subject to repayment if the facility closes before 20 years of continuous operation after receipt of the federal grant funds. Additionally, the Federal VA
provides a daily per diem for veteran residents to offset their cost of care and recent federal legislation allows veterans who are disabled due to their military
service (with a service-connected disability rating of 70% or more) to have their full daily cost of care at State Veterans’ Homes paid for by the Federal VA.

As a Medicare and Medicaid certified home, the relationship with Aging and People with Disabilities is an important partner for the long-term and short-term
care placement of veterans in need of this high level of care.

The Oregon Department of Veterans’ Affairs contracts with Veterans Care Centers of Oregon, a non-profit organization, for the day-to-day operation of the
facility. The contract with VCCO followed the state’s competitive procurement process and has resulted in the delivery of award-winning high quality care to
veterans.

Recruiting for qualified medical personnel remains a challenge in rural Oregon, however, partnering with the Columbia Gorge Community College helps the
facility meet its qualified nursing staffing needs and creates valuable internship opportunities for the nursing program students. The Mid-Columbia Medical
Center also provides hospital related services when it is not in the resident’s best interest to travel to the Portland VA Medical Center to receive these services.

Other partnerships that are necessary for the continued success of the Veterans’ Home include veterans’ services organizations that support the Home with
donations of monies, tangible items for residents, sponsorship of special events and thousands of volunteer hours.
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Cost Drivers — The Oregon Department of Veterans’ Affairs maintains the self-sufficient Oregon Veterans’ Home in The Dalles by continually reviewing costs.
Approximately, 72% of the facility’s operating expenses are related to personnel costs and 70% of all personnel costs are related to nursing staff. Minimum
nursing staff ratios are mandated by the Oregon Department of Human Services (Oregon Administrative Rule 411-086-0100).

Program Justification and Link to 10-Year Outcome
A direct link exists between the Oregon Veterans’ Home and the Healthy People program area outcome that Oregonians are healthy and have the best possible
quality of life at all ages.

The Oregon Veterans’ Home maximizes the opportunity to bring federal funding for care of seniors into Oregon. Through our nation’s promise to care for its
veterans, the Oregon Veterans’ Home offers a veteran benefit that not only costs significantly less than other private nursing care facilities or in-home care
arrangements where significant care is required, but also employs federal benefit dollars to flow into Oregon through reimbursement for cost of care, VA
healthcare, and grants to facilitate safety and health upgrades to the Home.

In recent years, attention has increasingly turned to ways to improve clinical decision making, patient safety and quality of care. In 2013, the Home
implemented an electronic health records system and submitted for a federal grant to install a wandering patient management system for the memory-care
unit. These upgrades will reduce medication errors, better monitor diseases and other health risks and ensure a safe and secure environment for residents that
also allows maximum freedom.
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Higher Customer Satisfaction
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Program Performance

Higher Quality - In 2014, the Home was awarded the Step Il Award (now called
the Gold Award) for Quality Achievement from the American Health Care
Association (AHCA) and the National Center for Assisted Living (NCAL). To date,
the Home is one of approximately 24 care facilities in the nation —and the only
state veterans’ home — to achieve this level of recognition.

Additionally, the Home regularly receives higher customer satisfaction rankings
from residents and family members on the overall quality of care.

Lower Cost to Residents — Health care costs nationally and in Oregon continue
to rise and the Home is no exception. However, over the past five years, the
Home has become more affordable than the average skilled nursing facility. In
2007, the Home charged $66 less for resident private pay daily rates than the
average Oregon skilled nursing facility. In 2014, the differential increased to
$98, which would save a resident approximately $35,770 annually. In addition,
since the resident’s financial resources last longer for individuals in the Oregon
Veterans’ Home compared to other nursing facilities, the Oregon Veterans’
Home helps preserve precious State Medicaid long term care dollars.
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Higher Occupancy Rate
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Higher Occupancy — Over the past five years, occupancy rates at the Home
have been significantly higher than the average for Oregon skilled nursing
facilities. In 2013, the Home averaged a 92% occupancy, while Oregon had the
lowest nursing home occupancy rate in the country averaging 61.4% statewide
(Oregon’s Aging and People with Disabilities). Additionally, demand for the
memory-care unit has often required waiting lists.

While there may be other reasons, higher occupancy at the Home is primarily
attributable to the commitment to providing the highest quality of care at lower
costs to residents, all in an honoring environment where veteran residents are
able to share their past experiences.
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Enabling Legislation/Program Authorization

Oregon Revised Statute 408.360 and 408.368 authorized the Oregon Department of Veterans’ Affairs to construct and operate a state Veterans’ Home.

Funding Streams

The current revenues supporting the Home are entirely Other Fund. Unlike most other states’ veterans’ home programs, no General funds have been provided
for operations to date for the Oregon Veterans’ Home. Operational funds come primarily from resident care-related payments, including the Federal VA, which
provides a daily per diem rate for qualifying residents, Medicare and Medicaid payments and private pay for certain residents.

The Home also receives donated monies that are used to enhance the quality of life of residents at the Home. These donations often come from Oregon
residents or their estates, local community groups, veteran organizations, or businesses. Recently, donated funds were used to help construct a Community
Center at the Home, where residents and family members can enjoy spending time together.

2015-17 Funding Proposals

The 2015-17 Governor’s Budget for the Veterans’ Home increases the current service level, due to the phase-in of the second Veterans’ Home in Lebanon.
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S0

* OREGON VETERANS’ HOME PROGRAM

HISTORICAL OPERATING BUDGET COMPARISON

2005-07 L.A.B.

2007-09 L.A.B.

2009-11 L.A.B.

2011-13 L.AB.

2013-15 L.A.B.

2015-17 G.B.

B OPERATING BUDGET

$19,686,791

$21,074,764

$26,472,893

$26,656,474

$34,426,610

$65,667,428

**Includes all Packages but excludes Debt Service and Capital Construction Expenditures.

Note: Significant increase in Other Funds for 2015-17 based on new Veterans’ Home in Lebanon opening in Fall 2014.
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* OREGON VETERANS’ HOME PROGRAM NARRATIVE

The department’s strategic goal that aligns with the Veterans Home Program is to invigorate core operations. The objectives, strategies and implementation
plan for this goal are outlined below:

Invigorate Core Operations
Objective: To build a better, stronger and more durable department for future generations through our responsible, resourceful and creative
management.

Strategies:

e Provide the best in care at the Oregon Veterans’ Homes

Support 21% century veterans’ services through integrated information technology

Maintain fiscal integrity and sustainability of the department’s programs

Infuse a culture of service that champions our values and vision through leadership, training, communication and accountability

2015-17 Governor’s Budget Implementation Plan:
e The implementation strategy is to increase the effectiveness of the liaison services to the Oregon veteran homes (Policy Option Package 107).

Veterans’ Home Program Environmental Factors and Trends

Challenge to Retain Affordability — Retaining affordability of care for veterans residing at the Veterans’ Home continues to be a concern. The rate at which
medical costs are increasing continues to outpace the cost of living adjustments to United States Department of Veterans Affairs (USDVA) pensions and Social
Security, two primary sources of revenue used by residents to pay for their cost of care. When it became apparent that USDVA pension and average Social
Security income would fall short of covering a resident’s cost of care and that this segment of the veteran population would be in danger of being unable to
afford to reside in the Home built especially for them, the Department sought and received Medicaid certification for the Veterans’ Home. Medical inflation is
likely to remain high for the foreseeable future. In addition to the medical inflation challenge, some additional costs result from USDVA regulations, which are
more stringent than state regulations governing nursing homes. Affordability will continue to be an issue during the 2015-2017 biennium.

Need for Facility Maintenance — The 2015-2017 biennium will find the Oregon Veterans’ Home in its 20" year of operations in 2017. Located on a hillside
overlooking the Columbia River in The Dalles, this approximately $20 million state-owned facility located on 15 acres is exposed to extreme climatic conditions.
These conditions include high wind, intense sunshine, and winter storms. These conditions, coupled with around-the-clock operation of the facility, impose
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severe stresses on the physical facility and its equipment. Along with the aging of the Home has come the expiration of warranties associated with the facility
and its equipment, as well as the end of life cycles for some equipment.

Facility maintenance is required to safeguard this valuable state-owned asset and to prevent further deterioration and higher future repair costs. Additionally,
facility maintenance is required to avoid interruption of services to residents. An interruption of services to this vulnerable population could result in negative
health consequences to residents and have negative financial consequences to the state. While a federal State Veterans Home grant program exists, monies are
available only for certain types of renovations. The application process for such grants is measured in years. The facility maintenance issue will intensify in the
future.

Resident Occupancy Levels — A sufficient occupancy level will be necessary during the 2015-2017 biennium to maintain operating efficiencies at the Home,
which contribute to the Department’s ability to retain affordability. The successful rehabilitation of residents and their resulting discharges to their homes or
less care-intensive settings contributes to occupancy turnovers. Continuous admissions are necessary to maintain an adequate occupancy level and to maintain
operating efficiencies. For some prospective residents, the Home’s rural location presents a challenge to their family’s ability to visit them and sometimes
results in their not selecting the Veterans’ Home for their nursing care needs. Additionally, with the opening of the Lebanon Veterans’ Home, The Dalles
Veterans’ Home may experience reduced lower census as residents who previously chose The Dalles Veterans’ Home choose Lebanon due to its location or
other factors.

Business Partner Support — Continued program support by the USDVA is necessary for the Veterans’ Home program to continue as currently operated.
Medicare and Medicaid certification of the Home, along with the relationship with the Department of Human Services’ Aging and People with Disabilities
Program will continue to be an important support mechanism for the Home. The relationship with the contract operator of the Home is important in that it
preserves the highest quality of life for the veteran residents of the Home through the direct care they receive and the enhancements to their quality of life that
result from the volunteer program managed by the contract operator.

Other partnerships include veterans’ service organizations that continue to support the Home with donations of funds, tangible items, sponsorship of special
events, and thousands of volunteer hours. Another important relationship exists with the local community college in The Dalles, Columbia Gorge Community
College, as student nurses serve an internship at the The Dalles Home, which helps the Home with its qualified nursing staff needs and at the same time creates
a valuable opportunity for nursing program participants. Continued support by business partners will contribute to the quality of life of residents of the Home.

Medicare/Medicaid — Potential significant reductions in Medicare/Medicaid rates will adversely affect private pay rates at the Home.

USDVA Reimbursements — The United States Department of Veterans Affairs allows for veterans rated 70 percent service connected disabled or more to receive
reimbursement for the cost of their care at state Veterans’ Homes. The reimbursement rate, however, does not always fully cover their cost of care.
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Increased Demand for Care — As veterans continue to age, the demand for residential nursing care facilities, will increase. The USDVA has estimated that Oregon
will need up to 907 veteran home, nursing home and domiciliary beds for veterans based on projected demand.

Medical Inflation — The cost of medical care has continued to outpace increases in USDVA pensions and Social Security income.

Aging Veteran Population — For the 2015-2017 biennium, it is anticipated that the most rapid population growth in the state will occur among seniors. A
significant number of these will be veterans, which will include the aging Korean and Vietnam era veterans.

Maintenance and Repair Needs - Because of its location in an extreme environment, the Home will continue to require regular maintenance and repair to the
physical plant and grounds. The nature of the Home’s 24 hour, seven-day-per-week operation will continue to place extreme stress on equipment and furniture,
necessitating frequent repairs and replacement. In addition, due to its age, (the Home will enter its 20th year of operation in 2017) the Home will begin to
experience the failure of original equipment and structures, necessitating their repair or replacement.

Resident Cost — For many residents of the Home, the main source of income is a pension from the USDVA and/or a monthly check from Social Security. By the
end of the 2015-2017 biennium, it is expected that the gap between the monthly cost to many residents and their USDVA pension and Social Security income
will continue to widen.

Complex Medical Needs — Veterans typically have more complex medical needs than non-veterans. An increase in occupancy could increase the normal
demand for staffing to meet these complex medical and geriatric requirements. Also, as the wars in Iraq and Afghanistan produce more veterans who survive
injuries, the Home has seen the need of rehabilitative care increase.

Male to Female Resident Ratio — It is anticipated that additional females will become residents as a result of admission eligibility being extended to spouses of
veteran. A larger percentage of spouses of veterans are female than male. However, even with expanded eligibility, it is expected the vast majority of resident
population at the Home will continue to be male.

Health and Safety Requirements - In recent years, attention has increasingly turned to ways to improve clinical decision making, patient safety and quality of
care. In 2013, the Home implemented an electronic health records system and has submitted a request for a federal grant to install a wandering patient
management system for the memory-care unit. These upgrades will reduce medication errors, improve documentation compliances, better monitor diseases
and other health risks and ensure a safe and secure environment for residents that also allows maximum freedom. In the future, these upgrades may require
repair or replacement.
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Expected Results

Deliver high-quality care to residents and retain affordability.

= Through the Veterans’ Home program, the Department will continue to ensure that high quality care is provided to residents of the Veterans’ Homes
in a safe, home-like environment. Residents will continue to receive rehabilitative and skilled medical services to attain the highest level of
functionality and independence possible given their unique individual circumstances. The Department will continue to have on-site employees, as
required, to administer the contract for operation of both of the Veterans’ Homes.

=  Maintain high occupancy levels at The Dalles Veterans’ Home, thereby continuing operational and programmatic efficiencies.
= Maintain The Dalles Veterans’ Home, an approximately $20 million state-owned facility within budgetary limitations.

=  Work towards high occupancy levels at the new Lebanon Veterans’ Home through a systematic process to ensure that the expected high-quality of
care remains uncompromised.

= Closely monitor the Lebanon Veterans’ Home facility needs to ensure that any unexpected developments for the new buildings are efficiently and
effectively resolved within budgetary limitations.

=  Partnerships with business partners will continue, with resulting benefits to residents. Business partners include county veterans’ service officers,
veterans’ service organizations, local community college and universities, county citizens, and numerous others. Residents’ quality of life will
continue to be enhanced as a result of these important relationships.

= Donations will continue to be sought through existing mechanisms including direct solicitations to individuals and organizations, applications for
grants and awards, Oregon Charitable Check Off and the Veteran License Plate program. Sources for new donation possibilities will continue to be
explored.

Program Details

The Oregon Veterans’ Homes provide the state’s most vulnerable veterans and their families skilled nursing, Alzheimer’s and memory-related, and rehabilitative
care in an environment that understands the unique needs of the men and women who served our country in uniform. Currently there is one facility located in
The Dalles and a second facility (Lebanon) recently opened in October 2014. The Oregon Veterans’ Home program is a self-sustaining program that offers
superior care at a lower cost to veterans and their families.

PROGRAM UNITS // OREGON VETERANS HOMES PROGRAM // NARRATIVE (107BF02) 7,7 210



2015-2017 GOVERNOR’S BUDGET T/A\? OREGON DEPARTMENT OF VETERANS’ AFFAIRS

Customers: Care at the Oregon Veterans’ Homes is an earned benefit available to veterans, their spouses, and parents who had a child die while serving
in the United States Armed Forces. To be eligible for this benefit, qualifying veterans must have served as defined by the U.S. Department of Veterans
Affairs (Federal VA) and received an honorable discharge from their branch of service.

Source of Funding: Operating revenues are primarily comprised of monies received from residents of the facility, Medicare and Medicaid
reimbursements, and grant per diem received directly from the USDVA. The facility also receives donations to the Veterans’ Home Trust Fund, as well as
monies from the sale of Veterans License Plates through the Department of Motor Vehicles, and money from the Charitable Check Off program.

The new facility recently built in Lebanon opened in October 2014 received 65 percent Federal USDVA Grant funds and 35 percent local match funding
(Linn County levy) for construction. In 2013, the state provided additional funds to make up a short fall in the local match due to construction changes
mandated by the federal VA. Upon opening, the types of operating revenues expected for the Lebanon Home are anticipated to be similar to that of the
current facility in The Dalles.

Expenditures: $65,667,428 Other Funds. $2,618,940 General Funds. No General Funds have been provided for Veterans’ Homes operational costs.
Positions and FTE: 2015-17 Governor’s Budget funds four positions (4.0 FTE).

Workload: The Agency contracts with an operator to manage the operations of the Oregon Veterans’ Homes. The facility in The Dalles has a 151-bed
capacity with 90% average occupancy level. The new facility in Lebanon that opened in the Fall of 2014 has a 154-bed capacity.

Revenue Sources/Proposed Revenue Changes

The current revenues supporting the Veterans’ Homes’ operations are entirely Other Funds. Unlike most other states’ veterans’ home programs, no General
funds have been provided to date for operational costs for the Veterans’ Home program in Oregon. Operational funds come primarily from monies available to
residents, Medicare and Medicaid payments, and the USDVA, which provides a daily per diem rate through its State Home Per Diem program. The majority of
the Homes' residents’ pay for a portion of the cost of their care by using their USDVA pension or disability compensation benefits and their Social Security
income. These funds must be used for resident care. The Home became Medicaid eligible in September 2003 for services rendered to Medicaid eligible
residents beginning October 1, 2003 and renewed in October 2008.
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Trust Fund Nonlimited Expenditures
These expenditures represent disbursements of monies previously donated to the Department to be used for the benefit of Oregon’s veterans, their dependents
and survivors. The level of expenditures will not exceed the amount of donated monies received and any interest generated on these funds.

A
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* OREGON VETERANS’ HOME PROGRAM POLICY OPTION PACKAGE 107

Increase Veterans’ Home Efficacy with Assignment of Management Duties — Package 107 (Agency priority #7)

Purpose

The purpose of this package is to implement one of the department’s four strategic goals for 2014-2019. The strategic goal is to “invigorate core operations” in
order to “build a better, stronger and more durable department for future generations through responsible, resourceful and creative management.” One key
element of the operational plan for this strategy is to “provide the best care at the Oregon Veterans’ Homes.” The package supports the key initiative to “Make
Government More Effective.”

Purpose: Increase Veterans’ Home Efficacy with Assignment of Management Duties
ODVA has a veterans’ home in The Dalles and a second home opened in Lebanon in October 2014. Two positions at each home are ODVA employees: an

Admissions and Liaison Officer (Program Analyst 2), and an Admissions Assistant (Office Specialist 2). The Program Analyst 2 positions are currently represented
positions. These positions will change to management service positions, based on the added responsibility for supervising the Admissions Assistant. The
positions will continue to have ongoing responsibilities for serving as the ODVA representative and liaison between the on-site contractor and ODVA senior
management.

How Achieved
Purpose will be achieved through a change of the positions from Program Analyst 2 classified represented to Program Analyst 2 management service
supervisory. The change includes a minimal dollar increase in the compensation.

Staffing Impact
Change two Program Analyst 2 represented positions to Program Analyst 2 supervisory management positions.

Quantifying Results
The representation change will take place immediately.

Revenue Source

S 9,050 OF Personal Services
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*NONLIMITED EXPENDITURES

The Department uses two primary types of nonlimited expenditures in carrying out its programs for veterans. These are described below.

Loan And Bond Nonlimited Expenditures

The loan-related expenditures in this category are those that are charged back to the loan balances and eventually collected. Typical expenditures are
property taxes, hazard insurance, foreclosure and state-owned property costs, and other costs incurred to protect the State’s interest in property used to
secure a loan. Also included in this expenditure category are loans made to veterans.

The bond-related expenditures in this category are incurred in planning for and issuing bonds. Typical costs involve bond counsel and attorney fees, State
Treasury bond fees, and fees relating to preparing bond disclosure documents. These costs are directly tied to the number of issues and the size of each

issue.

Debt Service Nonlimited Expenditures
These expenditures relate to the principal and interest payments due to those who invested in Department bonds and any net interest rate swap payments

made to swap counterparties.
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< AFFIRMATIVE ACTION REPORT

In accordance with Executive Order No. EO 08-18 the department has reviewed its Affirmative Action Policy and programs, and with this report, is advising the
Governor of the results and status of the policy and programs. The Department’s Affirmative Action Plan and goals are routinely reviewed and discussed by the
senior staff several times a year.

The Department has reduced staff from a high of 612 in 1980 to 72 as of June 30, 2014. All vacancies are carefully evaluated to determine if it is necessary to fill
them or if the agency can absorb the workload through increased efficiencies.

Since the department’s last biennial Affirmative Action Budget Report (6/30/12), total staff has decreased by 5% percent (from 76 to 72 employees). Currently,
58% of agency employees are women. Six out of the seventeen management staff are women. Employees with disabilities, who chose to disclose this voluntary
information, currently comprise 8% of the Agency workforce. 6% of Agency employees are persons of color.

The agency continues to strive to meet goals in all job categories through ongoing training and information to agency staff on affirmative action plans and goals.
The agency conducts ongoing reviews of recruitment efforts to identify any barriers that exclude or discourage a diverse candidate pool, with emphasis placed
on identification of resources to increase outreach and advertising efforts including informal networking, personal contact, employee cross-training,
developmental opportunities, and wide-spread notification—both internal and external. All department managers are to ensure that open recruitments are
comprised of a diverse and representative pool of applicants; and will work with employees to enhance opportunities for upward mobility so all employees are
prepared for advancement.

The Director of the Oregon Department of Veterans’ Affairs is a strong advocate of persons with disabilities as is evidenced both by outstanding service to the
public in this area and in opportunities for employment. The Agency continues as a training site for the U.S. Department of Veterans’ Affairs work-study
program serving the disabled veteran community. The department will continue to provide any reasonable accommodation necessary to allow an employee
with a disability full participation in the work force.

The director continues to work with senior staff on succession management planning. Through these efforts it is realized that achieving parity is difficult in a
small agency, which grows smaller each year, with fewer openings each year, but we remain truly committed to achieving and retaining a representative and
diverse work force.
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