T H E MILITARY COALITTION

201 North Washington Street
Alexandria, Virginia 22314
(703) 838-8143

July 25, 2006

The Honorable John Warner
Chairman

Committee on Armed Services
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

The Military Coalition (TMC), a consortium of uniformed services and veterans associations
representing more than 5.5 million current and former servicemembers and their families and
survivors, is grateful to you and the Armed Services Committee for your efforts to protect the
interests of servicemembers in the FY2007 National Defense Authorization Bill.

There are many initiatives the Coalition supports that appear in both the House and Senate bills. We
are particularly grateful for both chambers’ actions in support of increasing/restoring Army, Army
National Guard, and Marine Corps end strength, approving targeted pay raises for warrant officers
and certain enlisted members, authorizing new recruiting and retention incentives, prohibiting most
TRICARE fee increases for 2007, eliminating most mail-order pharmacy copays, authorizing more
equitable housing allowances for Guard/Reserve, and continuing to focus on mental health/PTSD
needs.

The attached matrix highlights Coalition recommendations conceming selected differences between
the House- and Senate-passed bills. Several priorities merit special mention:

TRICARE Cost Increases and Enrollment

The Coalition strongly supports the Committees’ actions in barring any increase in TRICARE
Prime fees for 2007 pending further evaluation of cost projections and evaluation of other
alternative options. We believe strongly that the same logic should be applied consistently to all
TRICARE fees and, therefore, urge the conferees to adopt the Senate provision barring any retail
pharmacy increase and the House provision barring any increase in the TRICARE Standard
inpatient copay or TRICARE Reserve Select premium for the same period. The Coalition is
particularly strong in its belief that there should be no enrollment fee for TRICARE Standard.
TRICARE Standard is the basic military health benefit and provides beneficiaries no guarantee that
a provider will even accept them. An enrollment fee should only be charged if care is guaranteed,
as it is in TRICARE Prime. Enrollment in Standard would be strictly for the government’s
convenience, as the primary impact on beneficiaries would be denial of claims payment for many
thousands of members who inevitably would not get the word of any requirement to enroll.
Beneficiaries should not be charged a $25/$40 “nuisance fee” when there is no benefit to
enrollment. The Coalition is skeptical of assertions that the intent of enrollment is to manage
beneficiaries’ care, given that little or no effort has been expended in the past to manage care of



Standard beneficiaries whose chronic claims experience is well known to TRICARE officials. If
enrollment in TRICARE Standard is to be considered, the conferees should specify that any
unenrolled beneficiary who files a Standard claim shall be enrolled automatically rather than having
his or her claim denied.

Survivor Benefit Plan (SBP) Fixes

The Coalition very strongly favors the Senate-passed provisions that would: (a) end deduction of
Dependency and Indemnity Compensation (DIC) from SBP annuities when the member's death is
service-connected and (b) require immediate implementation of 30-year paid-up SBP coverage.
Recent SGLI and death gratuity increases and the authority to transfer SBP to children help only a
small minority of survivors, while the vast majority of widows affected by the SBP/DIC offset got
no benefit from these initiatives. And many recent survivors who are able to transfer SBP to
children can do so only at the expense of eliminating their longer-term survivor benefits. The
Coalition believes very strongly that the VA indemnity payment should be added to SBP, not
substituted for it, when military service caused the member’s death. Thousands of World War II
and Korea retirees already have met paid-up SBP criteria and already have paid 25% more SBP
premiums than post-1978 retirees will ever pay. Those who will survive until the October 2008
implementation date in current law should not be forced to pay an even larger 33% “Greatest
Generation tax.” They have earned and deserve immediate paid-up SBP status.

End Strength

The Coalition continues to believe that active duty and Guard/Reserve ground forces are too small
to meet the mission requirements expected for the foreseeable future. TMC supports the increases
proposed by both Committees for the Army and Marine Corps. However, we are very concerned
that reductions in active duty and Reserve components for the Navy and Air Force are driven by
budget considerations rather than requirements and have the potential to cause significant
operations tempo concerns in the future.

Pay Raise

The Coalition urges the conferees most strongly to adopt the House-approved 2.7% uniformed
services pay raise, to continue the efforts of the Armed Services Committees over the past seven
years toward restoring the relative balance that existed in 1982, the last time the uniformed services
pay was recognized as being “generally comparable” with private sector pay. As of 2006,
uniformed services pay levels still fall 4.5% short of recouping servicemembers’ pay losses due to
past pay raise caps. The 2.2% growth in the Employment Cost Index for FY2007 yields the
smallest pay raise since 1988 — offering a unique opportunity to help close the remaining pay gap at
considerably less cost than in other years. Currently serving members who are sacrificing so much
for the rest of the country surely deserve no less.

Guard and Reserve Health Care

The Coalition strongly endorses the House-approved initiative to provide equal and permanent
health coverage to all drilling members of the Guard and Reserve who agree to continue in the
Selected Reserve. State Adjutants General and senior Reserve leaders are virtually universal in
asserting that this will be an important recruiting and retention tool, and that the current plan is
more expensive than most servicemembers are willing or able to pay. A federal government that
already provides health coverage to its part-time federal civilian employees and its mobilized
reservist-employees owes no less to members and families of the Selected Reserve who are bearing
such a disproportional burden in the war on terrorism. The Coalition is mindful that, last year, the



Senate failed in its efforts to persuade the House to agree to a provision virtually identical to the
provision passed by the House (and not by the Senate} this year. The Coalition believes strongly
that both chambers should agree on including this important provision part in the FY2007 bill.

Medicare-Eligible Retiree Health Care Fund

The Coalition most strongly urges the conferees to adopt Section 589 of the House-passed bill,
which would reclarify congressional intent and direct that the TRICARE for Life (TFL) trust fund
deposit shall not be charged, credited, classified, or scored in any way against the Defense budget.
Simply put, the Office of Management and Budget and the Department of Defense are using this
non-outlay accrual accounting requirement as an excuse to inappropriately under fund other
readiness requirements, and then portraying the problem as the fault of military beneficiaries rather
than accepting responsibility for their very conscious budget decisions. The House language would
reemphasize Congress’ clear statutory intent that TFL should be funded independently in a way that
does not come at the expense of other readiness requirements.

Concurrent Receipt

The Coalition heartily endorses the Senate proposal to provide full, immediate payment of
concurrent retired disability pay for otherwise qualifying retirees rated by the VA as
“unemployable,” effective January 1, 2005. There is no distinction between unemployables and
other retirees paid at the 100% rate for any other purpose — including payment of combat-related
special compensation. The arbitrary forcing of this group — the only group certified by the VA as
being unable to work - to wait until 2009 for full payment is grossly unfair and inappropriate.

Guard and Reserve Retirement

The Military Coalition believes strongly that something must be done to recognize and offset the
adverse impact of multiple mobilizations on Guard and Reserve members’ civilian retirement
programs. The government has changed the rules on these members to require them to spend up to
25% of their working lives in uniform, which means thousands will have less opportunity to build
the kind of civilian retirement plan they envisioned when the joined the Selected Reserve many
years ago. The Senate-passed initiative to reduce the Reserve retirement age by three months for
each 90 days mobilized to active duty since Sept. 11, 2001 begins to recognize this impact, while
also encouraging additional periods of active service.

Thank you for the opportunity to provide the Coalition’s views on these important issues.
Sincerely,

The Military Coalition
(Signatures enclosed)

Attachment: TMC Recommendations on House/Senate Differences

Cc: Armed Services Committee Members
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