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The Framework at a Glance
A one-page orientation to the framework that follows. Figures shown here are sourced in the exhibits and notes embedded throughout
the document.

THE CRISIS AMONG THOSE WHO SERVED

53%
of veterans will meet criteria
for a substance use disorder
over their lifetime — against
~17% of the general
population

~7M
veterans have lived with a
substance use disorder —
nearly 4 in 10 of the roughly
18 million who served

~13%
sustained recovery at one
year under residential
rehabilitation — the best-
performing legacy result

86%
sustained recovery at twelve
months under LOBAT — a
model in operation in the
United States today

What the Framework Establishes
Treats AUD and SUD as chronic medical  conditions — paid on measured veteran outcomes,  not hours
billed or beds used.

– 1.

Adopts the two-tier LOBAT model.  Tier 1: year-long, medication-forward telehealth care at home, from a
multidisciplinary team available seven days a week. Tier 2: the highest-acuity integrated model — a single,
substantially broader team available twenty-four hours a day, seven days a week, delivering intensive
nursing, psychiatric, peer, and wraparound support across Home plus the inpatient Intensive Integrated
Continuity Setting, in five phases.

– 2.

Guarantees access and protects the act of seeking care — LOBAT offered at no cost to every identified
veteran, with protected status and no fail-first requirement.

– 3.

Builds the payment architecture through § 1703E — the Center for Innovation for Care and Payment sets
new value-based weekly rates by phase and proves the model.

– 4.

Pays  for  results:  value-based,  outcome-calibrated  payment  with  anti-stinting  safeguards  and  risk
adjustment — the incentive structure is detailed in Section 12.

– 5.

Protects integrity by design: standardized codes with rate ceilings and a two-sided Performance Guarantee
that re-stabilizes any return to use at no additional charge.

– 6.

Reaches the veterans the system misses: a claims methodology identifies the affected-but-unidentified —
used only to offer care, never to deny a benefit.

– 7.

Requires no new statute and no Executive Order — a directive, the Community Care Network, and § 1703E
carry the model from a working program to permanent VHA policy.

– 8.
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Executive Summary
The United States spends billions of dollars every year on addiction treatment that does not work for the over-
whelming majority of the people who receive it — and no population bears that failure more heavily than the
men and women who served. More than half of veterans will meet criteria for an alcohol or substance use dis-
order in their lifetime, yet only a fraction are ever identified, and fewer still are treated. The system built to
respond fails at every level it offers: detoxification alone returns roughly ten percent of patients to sustained
recovery; residential rehabilitation — the best-performing of the legacy modalities — approximately thirteen
percent at one year; and freestanding partial-hospitalization and intensive-outpatient programs show no pub-
lished evidence of any durable recovery benefit at all. Those numbers would not be tolerated in any other field
of medicine.

There is now a model that works. Longitudinal Outcomes-Based Addiction Treatment — LOBAT — is a year-
long, home-based, medication-forward, precision-guided model of care, delivered by a single multidisciplin-
ary team, measured against validated instruments, and backed by a contractual Performance Guarantee. It is
operating in the United States today.

85.7%
sustained recovery at twelve months
under LOBAT — against roughly 13% for
residential rehabilitation

84.7%
twelve-month retention in care — against
the high dropout that defines the legacy
model

p < .001
statistically significant improvement
across every validated domain — mood,
anxiety, trauma, cognition, and
resilience

LOBAT is producing sustained recovery in excess of eighty-five percent at twelve months, with statistically sig-
nificant improvement (p < .001) in depression, anxiety, psychological distress, post-traumatic stress, cognitive
function, and resilience — outcomes available to the Department, with the full clinical evidence base behind
them, for rigorous evaluation.

This framework proposes that the Department of Veterans Affairs become the first system in the Nation to ad-
opt LOBAT at scale — not as a pilot of an unproven idea, but as the veterans-first implementation of a national
model designed for every Federal Health Program. Everything required sits within the Department’s existing
authority. A VHA policy directive guarantees access and protects the act of seeking care. The Community Care
Network carries certified providers to every State. And the Center for Innovation for Care and Payment — the
Department’s own payment-innovation engine under 38 U.S.C. § 1703E — both sets the new value-based weekly
rates and generates the evidence that makes them permanent. The Department that taught the rest of Americ-
an medicine how to deliver telehealth across state lines can now lead the transformation of addiction care —
and the Nation will follow on the Department’s evidence.
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THE ASK — THREE COMMITMENTS,  ONE PILOT

No new statute. No Executive Order. The pilot launches September 1, 2026 — under authority the Department already holds.

1. Purpose — The Crisis Among Those Who Served
(a) A system that fails at every level it offers. For more than a generation, the Nation has paid, at extraordinary
cost, for an approach to alcohol and substance use disorder treatment that does not work. The published liter-
ature is unambiguous about each legacy modality in turn: detoxification alone — the revolving front door of
the existing system — is associated with roughly ten percent sustained recovery; residential rehabilitation, the
best-performing legacy modality, with approximately thirteen percent at one year; and for freestanding par-
tial-hospitalization and intensive-outpatient programming, the literature reports no measurable durable re-
covery benefit at all. The Department, like every other payor in the country, continues to reimburse each of
these modalities at scale. Fewer than one in twelve Americans living with AUD or SUD receive any treatment
whatsoever, and those who do enter treatment do so, on average, 5.4 times over the course of the illness — each
cycle ending in a “discharge,” a word, and a design, that no clinician would apply to diabetes, hypertension, or
cancer.

(b) The true prevalence — and the identification gap. The burden among those who served is far larger than
the diagnosed population suggests. More than half of veterans — an estimated fifty-three percent — will meet
criteria for a substance use disorder over their lifetime, against roughly seventeen percent of the general popu-
lation; nationally representative analyses find that one quarter of veterans meet lifetime criteria for alcohol
use disorder alone, and one in ten for a non-alcohol drug use disorder. Applied to the roughly eighteen million
living Americans who served, that is approximately seven million veterans who have lived with the condition.
Yet at any given time only a fraction of that population is identified: approximately eleven percent of veterans
presenting for first-time VA care carry an SUD diagnosis, and the more than 600,000 VHA patients diagnosed
each year — over eighty percent involving alcohol — are fewer than one in ten of those seven million. And of
the veterans who are identified, only about thirty percent receive specialty addiction treatment in a given year.
The crisis, in other words, is a cascade: most veterans living with the condition are never identified; and of
those who are, fewer than one in three reach care.

The Department screens well — better than nearly any system in the country. The gap is not a screening gap. It
is the distance between what the legacy treatment system offers and what a veteran is willing and able to ac-
cept: residential programs that remove a veteran from work and family for a month at a time, group settings
that offer no anonymity to people whose careers and reputations are built on reliability, and a fragmented
chain of referrals and handoffs in which veterans are lost. Closing that distance is a design problem — and it is
the design problem LOBAT was built to solve.

Join and help lead the interagency effort. Participate fully in the ONDCP-chaired interagency task
force — the Department’s seat at the table where the national standard of care for AUD and SUD is
designed, tested, and carried into permanent policy.

– 1.

Conduct and support the 10,000-patient pilot. Together with the Department of War, enroll the pilot
cohorts  —  launching  September  1,  2026  —  as  the  Veteran  Recovery  Demonstration  through  the
Center for Innovation for Care and Payment under 38 U.S.C. § 1703E: the authority through which the
Department  both  sets  the  value-based  weekly  rates  and  proves  the  model,  with  every  enrolled
veteran receiving LOBAT care, outcomes measured against the documented record of the existing
treatment system — its published recovery rates and VHA and TRICARE claims on cost, readmission,
and return to treatment — and statistical power sufficient for permanent national adoption.

– 2.

Adopt the result. Once the pilot completes and the data are conclusive, implement LOBAT as the
standard of care for veterans receiving AUD and SUD treatment — recognized and reimbursed across
Direct Care and the Community Care Network, and made durably billable through VHA and, for
transitioning service members and military families, through TRICARE.

– 3.
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EXHIBIT A — THE VETERAN TREATMENT GAP: PREVALENCE, IDENTIFICATION, TREATMENT

Most veterans living with the condition are never identified; of those who are, fewer than one in three reach care.

MEASURE FIGURE

Lifetime SUD prevalence among veterans ~53%

Identified at first-time VA care ~11%

Of those identified, reach specialty care ~30%

Sustained recovery — residential rehabilitation ~13%

Sustained recovery — LOBAT 86%

Roughly seven million living veterans — nearly four in ten of the approximately eighteen million who served — have met criteria for a substance use disorder;
the more than 600,000 identified within VHA each year are fewer than one in ten of them. Sources: NESARC-III lifetime prevalence applied to the ~18M veteran
population; R Street Institute (2025); NESARC-III analyses (Evans et al., 2018); NIDA; VA utilization data. See notes 1–5. LOBAT figure: NorthStar clinical
outcomes, available for evaluation.

(c) The consequences are measured in lives. The burden concentrates where service left its deepest marks:
roughly two in ten veterans living with post-traumatic stress disorder also live with a co-occurring substance
use disorder, and among post-9/11 veterans diagnosed with an SUD, approximately sixty-three percent also
meet criteria for PTSD. Veterans are approximately twice as likely as their civilian counterparts to die from ac-
cidental opioid overdose. A substance use disorder approximately doubles a veteran’s likelihood of attempting
suicide, and co-occurring disorders are present in a majority of veteran suicide deaths. Roughly seventy per-
cent of veterans experiencing homelessness live with an SUD. And the trajectory is worsening: SUD prevalence
has climbed from under four percent among pre-Vietnam-era veterans to nearly thirteen percent among those
who have served since September 2001. Treating addiction effectively is not adjacent to the Department’s sui-
cide-prevention mission and its commitments on homelessness — it is among the most direct instruments the
Department holds for both.

(d) A barrier largely unique to this disease — and most acute in military culture. Unlike patients with most
other chronic medical conditions, many individuals living with AUD or SUD decline to seek care out of fear of
professional, disciplinary, or benefits consequences attached to the act of seeking treatment — and no popula-
tion feels that penalty more sharply than those whose standing, clearance, and career were built on reliability.
A model that asks a veteran to disappear for thirty days, or to sit in a circle of strangers, has already lost the
veterans who most need it. Any serious veteran addiction strategy must treat the removal of that penalty — in
fact and in perception — as a clinical precondition, not a courtesy.

2. What the Nation Already Pays — The Cost of the Status Quo
The case for LOBAT is not only that the legacy system fails veterans clinically. It is that the Government is
already paying an extraordinary sum for that failure — across the Department of Veterans Affairs, across Medi-
care and Medicaid, across the hospital and emergency systems, and across the criminal-justice system — and is
paying it in the most expensive places imaginable. The question this framework answers is not whether the
Government will bear the cost of untreated addiction, but whether it will keep bearing it in the form of failed
treatment and preventable downstream disease, or redirect it toward care that works.

(a) The national scale — a quarter-million lives, and a downstream bill in the trillions. The human toll comes
first. Each year the Nation loses more than a quarter of a million Americans to alcohol and drug use combined
— approximately 178,000 deaths attributable to excessive alcohol use and approximately 79,000 to drug over-
dose — a death toll no other treatable condition would be permitted to sustain. The financial toll runs along-
side it. Across all substances, credible national estimates place the combined annual burden of untreated and
undertreated addiction well in excess of $1 trillion, with roughly $1.5 trillion in additional downstream cost —
driving under the influence, lost employment, and disability among it — compounding across health care, pro-
ductivity, and the justice system. These are not abstractions to the Treasury: a large share of this cost lands on
Federal payers, because the Government is the Nation’s largest insurer and the insurer of last resort for exactly
the populations addiction hits hardest.
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250K+
American lives lost each year
— ~178K to excessive alcohol
use, ~79K to drug overdose

>$1T
estimated total annual U.S.
burden of substance use
disorders, across health care,
productivity, and justice

+$1.5T
in additional annual
downstream cost — DUIs, lost
employment, and disability

3×
total cost of care for
individuals with untreated
AUD/SUD versus a matched
population

(b) The lifetime exposure — why this is a Medicare problem. For the Centers for Medicare & Medicaid Services,
the relevant horizon is not a treatment episode but a lifetime. A veteran or beneficiary whose AUD or SUD goes
untreated does not simply incur the cost of the addiction; the addiction seeds and accelerates the chronic dis-
eases the Government will then finance for the rest of that person’s life. Untreated alcohol use disorder is a
primary driver of cirrhosis and alcohol-associated liver disease — the cost of which alone was projected to
more than double, from roughly $31 billion in 2022 toward $66 billion by 2040 — as well as of esophageal, hep-
atic, and other cancers, atrial fibrillation, hypertensive heart disease, stroke, and pancreatitis. Because alco-
hol-related hospital  admissions for chronic conditions concentrate among older adults,  a  disproportionate
share of that downstream disease is borne by Medicare. Treating the addiction in working age is the single
most effective way to prevent the Medicare-financed disease that follows. Every year of untreated AUD or SUD
is, in effect, a deferred liability transferred onto the Federal balance sheet — and onto the patient’s life.

(c) The hospital and emergency burden. Untreated addiction is one of the largest hidden line items in acute
care. National analyses found that, in the years before the pandemic, approximately one in nine hospitaliza-
tions and one in eleven emergency-department visits involved a patient with an alcohol or other substance use
disorder — and that emergency visits and hospitalizations among these patients rose sharply over the study
period. Patients with an untreated AUD who undergo surgery have higher readmission rates, longer stays,
higher hospitalization costs,  and higher mortality.  The Government pays for these admissions,  repeatedly,
through Medicare, Medicaid, the VA, and TRICARE — and almost none of it is coded or counted as a substance-
use expense, which is precisely why it has been allowed to grow unaddressed.

(d) The criminal-justice and social cost. Beyond medical care, untreated addiction drives an enormous public
bill  the  Government  cannot  avoid.  Alcohol-related criminal-justice  costs  — driving-under-the-influence ar-
rests, prosecutions, public defense, and incarceration among them — have been estimated in the tens of bil-
lions of dollars annually. Untreated SUD is the largest single driver of veteran homelessness, with roughly sev-
enty percent of homeless veterans living with the condition, and of the Federal housing, shelter, and disability
spending that homelessness entails. These are not savings the Government can capture by cutting treatment;
they are costs the Government pays precisely because effective treatment was never delivered.

(e) The downstream-disease multiplier — and the invisibility problem. The mechanism that ties all of this to-
gether is the simplest and most important fact in the cost case: untreated AUD and SUD run on the order of
three times the total cost of care of a matched population, and the burden concentrates in downstream disease
that is rarely attributed to its true cause. When AUD is the underlying condition, claims analyses show the cost
of treating co-occurring depression runs 583 percent higher, atrial fibrillation 507 percent higher, breast can-
cer 490 percent higher, and acute pancreatitis 420 percent higher. Substance use is a primary cause of new
chronic disease — much as tobacco use is a known underlying cause of lung cancer — and a destabilizer of ex-
isting chronic disease, including hepatic disease, hypertension, diabetes, heart disease, and cancer. Because
most claims systems identify only about one percent of affected individuals against an actual prevalence near
seventeen percent, this spending is real, large, and largely invisible as a substance-use line item. It is paid —
but it  is  paid in oncology, cardiology, hepatology, and the intensive-care unit,  under diagnoses that never
name the disease that produced them.
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EXHIBIT B — WHERE THE SPENDING LANDS, AND WHAT RECOVERY RECOVERS

The Government already pays for untreated addiction. It pays in the most expensive places, under diagnoses that rarely name the cause.

WHERE THE COST LANDS
TODAY WHAT UNTREATED AUD/SUD DRIVES WHO PAYS

Downstream chronic disease Liver disease, cancers, atrial fibrillation, stroke, pancreatitis — costs
running +420% to +583% when AUD is the underlying condition

Medicare, Medicaid, VA,
commercial

Lifetime Medicare exposure Alcohol-associated liver disease alone projected to rise from ~$31B (2022)
toward ~$66B (2040); chronic-condition admissions concentrate among
older adults

Medicare

Hospital & emergency care ~1 in 9 hospitalizations and ~1 in 11 ED visits involve a patient with AUD/
SUD; higher readmissions, longer stays, higher mortality

All Federal payers

Criminal justice DUI arrests, prosecution, public defense, incarceration — tens of billions
of dollars annually

Federal, State, local

Homelessness & disability ~70% of homeless veterans live with an SUD; housing, shelter, and
disability spending

Federal, State, VA

$4 : $1
documented return on every dollar
invested in effective addiction
treatment, in health-care savings (NIDA)

$7 : $1
return when broader societal costs —
crime, lost productivity, and justice —
are included (NIDA; published cost-
benefit literature)

~1% vs 17%
the share of affected individuals most
claims systems identify, against actual
prevalence — which is why this spending
is real, large, and invisible as a
substance-use line item

The arithmetic at the Department’s own door makes the national picture concrete. As Section 3 sets out, the
Department’s Inspector General has now priced the legacy model directly (Report No. 25-00261-169, September
17, 2025): community residential SUD treatment cost approximately $1.3 billion across two fiscal years, an av-
erage of $2,766 per day and $129,382 per veteran. The episode price, however, is the smaller number. The larger
one is the downstream disease the Government finances for life when the addiction is never treated. Section 11
sets that record against the cost of a LOBAT year — once the model itself has been described.

3. What the Department Pays Today
The Department’s own Inspector General has now priced the status quo. In fiscal years 2023 and 2024, residen-
tial substance use disorder treatment purchased through the Community Care Network cost the Department
approximately $1.3 billion — an average of $2,766 per day and $129,382 per veteran, with individual daily rates
reaching roughly $6,000 to $7,000 — and approximately $807 million of that total was paid in excess of what
TRICARE’s benchmark rates for the same care would have allowed. The OIG’s findings extend beyond price:
episode guidelines built on a 45-day stay that VA clinicians report often exceeds clinical need; a December 2024
fraud alert on treatment facilities exploiting veterans for profit; and a $19.75 million False Claims Act settle-
ment with a residential treatment provider in April 2025. This is what the legacy model costs when it is pur-
chased at scale, without outcome accountability, by the Nation’s largest integrated health system.

Two features of that record matter for everything that follows. The first is the price itself: a daily rate several
times the federal benchmark, for a modality the published literature associates with roughly thirteen percent
sustained recovery at one year. The second is that the episode price is the smaller number. As Section 2 set out,
untreated AUD and SUD run on the order of three times the total cost of care of a matched population, and that
burden lands in downstream disease the Government finances for the rest of a veteran’s life. Both numbers are
the baseline against which any replacement model must be measured — and Section 11 measures a LOBAT year
against them, after Sections 7 through 10 have set out what a LOBAT year actually consists of.
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EXHIBIT C — WHAT THE DEPARTMENT PAYS TODAY FOR COMMUNITY RESIDENTIAL CARE

The Inspector General’s record of what the legacy model costs when purchased at scale, without outcome accountability, by the Nation’s largest
integrated health system.

~$1.3B
total reimbursed for community
residential SUD treatment, FYs 2023–2024
(VA OIG Report No. 25-00261-169)

$129,382
average cost per veteran, per residential
episode (~47 days)

~$807M
paid above the TRICARE benchmark rate
for the same care

$2,766
per veteran, per day — what the
Department paid for community
residential care, with individual daily
rates reaching ~$6,000–$7,000

~47 days
the average length of an episode, derived
from the report’s own figures — against
episode guidelines built on a 45-day stay
clinicians report often exceeds need

~13%
sustained recovery at one year from that
modality — the best-performing legacy
result in the published literature

Approximately $1.3 billion, across two fiscal years, in one program — roughly sixty cents of every excess dollar created by the billing model itself —
for a modality that succeeds approximately thirteen percent of the time.

Sources: VA Office of Inspector General Report 25-00261-169 (September 2025) — $129,382 per veteran, $2,766 per day, ~$807 million above the benchmark rate;
episode length derived from the report’s own figures ($129,382 ÷ $2,766 per day ≈ 47 days). Recovery rate: NIDA and published treatment-outcome literature.
The 300% total-cost-of-care multiplier reflects downstream secondary diagnoses.

That is what the Department buys today. What follows is what it  could buy instead — described first,  and
priced afterward.

4. The Coverage Vision — One Framework, Every Government Payer
The Department of Veterans Affairs is the right place for the Nation to begin: it can adopt the model by direct-
ive, it holds its own rate-setting and demonstration authority under § 1703E, and it carries the deepest obliga-
tion to the population the disease hits hardest. But the ambition does not end at the VA. Addiction does not re-
spect the boundaries between programs, and neither should the standard of care for treating it. The evidence
the Department generates is built to travel — and the same LOBAT architecture, the same code families, and the
same outcomes accountability are designed to be adopted, in turn, by every payer the Government operates.

That is the frame for everything that follows. The Nation is already paying, generously, for care that does not
work — and the model that replaces it must be strong enough to carry every payer the Government operates.
The remainder of this framework sets out that model in the order a reader should meet it: the policy the De-
partment would establish, the clinical design itself, how veterans move through it, what a year of that care
costs against what the Department pays today, the payment architecture that funds it, the two-sided guarantee
that stands behind it, and the path from a ten-thousand-veteran demonstration to permanent national policy.

The Veterans Health Administration — the first system to adopt LOBAT at scale, under its own directive and
§ 1703E payment authority.

•

TRICARE  and  the  Defense  Health  Agency —  adopting  the  CMS-aligned  code  families  so  an  active-duty
service member’s care continues uninterrupted across separation or retirement.

•

Medicare and Medicaid / CHIP — the Nation’s largest payers, positioned to adopt the model and its codes on
the Department’s evidence, through the Center for Medicare & Medicaid Innovation.

•

The Indian Health Service — through a preferred, expedited certification pathway for direct-service, tribally
operated, and urban Indian programs, with tribal data sovereignty respected.

•

The Federal Employees Health Benefits Program — extending the standard to the Federal workforce.•

Commercial,  ACA,  and  ERISA  markets —  adopting  on  the  Federal  precedent,  as  value-based  addiction
coverage becomes the standard of care nationwide.

•
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5. Policy — What the Department Would Establish
This section states the destination — conditionally. Once the ten-thousand-patient pilot conducted with the De-
partment of War has been completed and its data analyzed, and assuming the results bear out what the operat-
ing evidence anticipates, it would then be the established policy of the Department of Veterans Affairs that:

(a) Alcohol Use Disorder and Substance Use Disorder shall be treated, financed, and evaluated as the chronic
medical conditions they are, within the same outcomes-accountable, value-based frameworks the Department
applies to other chronic diseases of comparable severity and cost.

(b) The Department shall pay for AUD and SUD treatment on the basis of measured clinical, functional, and
utilization outcomes — and shall progressively move away from paying, at scale, for treatment modalities that
have been demonstrated not to work, as the availability of Qualifying LOBAT Providers grows to meet veteran
demand.

(c) The fragmented sequence of disconnected detoxification, residential rehabilitation, partial hospitalization,
intensive  outpatient  programs,  and  unvalidated  community  support  shall  be  replaced,  for  veterans,  by  a
single, integrated, longitudinal model of care — one continuous team across every level of clinical need, from
monitored  detoxification  through  long-term  maintenance,  without  the  disruptive  transfers  between
unaffiliated organizations that characterize the existing system.

(d) The substantial majority of care shall be delivered in the veteran’s home — where the challenges of the dis-
ease actually arise and where veterans learn to manage their condition amid the stresses of daily life — with
monitored inpatient care, delivered by the same longitudinal team, reserved for the veterans whose clinical
condition or home environment requires it.

(e) Every enrolled veteran identified as living with AUD or SUD is entitled to be offered Qualifying LOBAT care
— on demand, without delay, and at no cost to the veteran — and shall be protected against any adverse bene-
fits, priority, or service consequence arising from the act of seeking or receiving that care.

(f ) Provider performance that produces measurable, auditable improvements in sustained recovery, retention,
and veteran experience shall be rewarded through value-based incentives — and shall not be penalized by ad-
ministrative, coding, network, or coverage barriers that operate to protect lower-performing legacy models.

(g) The Center for Innovation for Care and Payment shall be the Department’s vehicle for establishing the pay-
ment architecture, setting the value-based weekly rates, and converting demonstration evidence into perman-
ent policy — with the evidence the Department generates offered to the Nation’s other health programs as the
foundation for national adoption.

6. Definitions
For purposes of this framework:

(a) “AUD and SUD” means Alcohol Use Disorder and Substance Use Disorder, as defined by the most recent edi-
tion of  the Diagnostic  and Statistical  Manual  of  Mental  Disorders.  Nicotine,  tobacco,  and caffeine are not,
standing alone, qualifying substances for purposes of placement under this framework.

(b) “Longitudinal Outcomes-Based Addiction Treatment” or “LOBAT” means a treatment program for AUD or
SUD delivering a continuous, longitudinal, outcomes-accountable course of care extending across a minimum
of three hundred sixty-five days — and continuing beyond the first year for as long as the veteran clinically
requires — followed at Program Completion by a twelve-month Performance Guarantee period.

(c) “LOBAT Tier 1” means the foundational longitudinal model: medication-forward clinical care, multidiscip-
linary team-based delivery by a care team available seven days per week, structured anonymous virtual group
support, validated outcomes measurement, and a contractual Performance Guarantee, delivered to the veteran
at home across two clinical intensity tiers.
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Illustrative example. A representative LOBAT Tier 1 veteran is an adult who engages in binge drinking three to four times per
week, whose work performance or family functioning has begun to suffer, but who has not developed daily physiological
dependence and would not require medically supervised detoxification.

(d) “LOBAT Tier 2” means the higher-intensity longitudinal model for veterans with greater clinical complex-
ity, meeting every Tier 1 criterion and adding: a materially broader multidisciplinary care team — adding ded-
icated nursing capacity, intensive psychiatric management, expanded peer support, and dedicated care co-
ordination — available twenty-four hours a day, seven days a week across the program year; intensive wrap-
around management of psychosocial instability, including housing, social-support, family, legal, and employ-
ment crisis, and constant environmental exposure; medical detoxification with continuous remote monitor-
ing; polysubstance and integrated medical-psychiatric comorbidity management; pharmacogenomic sequen-
cing at intake guiding prescribing and nutrient selection; structured nutrient repletion with serial cognitive
testing; immersive VR or AR group support; and a five-phase clinical structure delivered across two Places of
Service by one longitudinal team.

Illustrative example. A representative LOBAT Tier 2 veteran is an adult with concurrent alcohol and benzodiazepine dependence
requiring medically supervised detoxification, together with co-occurring depression, anxiety, and significant sleep disturbance —
the kind of complexity that calls for the integrated, single-team Tier 2 model.

(e) “Place of Service” means the setting in which LOBAT Tier 2 care is delivered — either the veteran’s Home,
the default setting in which the substantial majority of care occurs, or the Intensive Integrated Continuity Set-
ting. The Place of Service is identified by a billing modifier, and the inpatient setting commands a higher
weekly rate.

(f ) “Intensive Integrated Continuity Setting” or “IICS” means a licensed inpatient Place of Service in which a
veteran receiving LOBAT Tier 2 care resides for a period determined by clinical need — typically thirty days,
and rarely more than ninety — while remaining under the care of the same longitudinal team. The Intensive
Integrated Continuity  Setting  provides  monitored medical  detoxification,  twenty-four-hour  nursing,  and a
stable, supervised residence, and as the veteran progresses it supports supervised reentry into work and fam-
ily life. It is not traditional residential rehabilitation: the team that delivers the inpatient stay is the team that
follows the veteran before it, after it, and for not fewer than twelve months following the return home.

(g) “Qualifying LOBAT Provider” means any provider, provider group, or integrated delivery system certified
as meeting the criteria for either LOBAT Tier 1 or LOBAT Tier 2 set out in this framework.

(h)  “Program  Completion” means  the  clinically  determined  conclusion  of  maintenance  care  —  occurring
when, in the judgment of the treating team, the veteran has demonstrated sustained stability sufficient to sup-
port the safe transition out of regular care. Consistent with the chronic-condition framing of this framework,
the term “discharge” is not used in connection with LOBAT services.

(i) “Performance Guarantee” means the provider’s contractual commitment, made in writing to the Depart-
ment and to the veteran, to re-stabilize at no additional charge any veteran who experiences a return to use
within the twelve months following Program Completion.

(j) “Return to use” means a documented resumption of alcohol or substance use following a period of recov-
ery; this term replaces “relapse” throughout. An isolated lapse that is promptly disclosed and addressed within
the veteran’s ongoing course of care does not, standing alone, constitute a significant return to use.

7. The LOBAT Model of Care

7.1 The clinical premise
Addiction is a chronic, biologically rooted medical condition — with measurable neurocognitive injury, a sub-
stantial genetically determined risk component, and identifiable nutrient deficiencies that impair brain recov-
ery — and not a moral failing or a matter of insufficient willpower. Like other chronic diseases, it responds to
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sustained, measurable, medically directed treatment, in which medication is used to achieve clinical stability
with the goal of transitioning, where clinically appropriate, toward nutrient-based stabilization and ongoing
nutritional support. LOBAT is the operational expression of that premise: care that is continuous rather than
episodic, delivered where the disease actually lives, guided by the veteran’s own biology, and paid on the basis
of whether the veteran gets well and stays well.

Counseling and peer support are not discarded in this model — they are repositioned to the point at which they
do the most good. Once the brain has stabilized, craving has resolved, and cognitive function has been re-
stored, the veteran is able to engage with therapy and peer support far more effectively than in the disordered
state in which legacy programs deliver them. Sequencing the biology first and the behavioral work second is a
deliberate reordering that maximizes the effectiveness of both.

7.2 The evidence
Treatment  built  on  this  model  is  producing  sustained  recovery  in  excess  of  eighty-five  percent  at  twelve
months — against roughly thirteen percent for residential rehabilitation and ten percent for detoxification
alone  —  accompanied  by  statistically  significant  improvements  (p  <  .001)  in  depression  (PHQ-9),  anxiety
(GAD-7), psychological distress (K10), post-traumatic stress (PCL-C), cognitive function, and resilience; mean
breath-alcohol concentration falls from 0.097 to 0.009, and the Net Promoter Score of 88.2 is among the highest
in American health care. These outcomes are drawn from a model already in operation in the United States,
and the underlying clinical evidence base, payment methodology, and operating data are available to the De-
partment to support the rigorous evaluation proposed in Section 10 — in which every enrolled veteran receives
LOBAT care and results are measured against the documented record of the existing treatment system.

7.3 Design principles — built for the people the old system loses
Longitudinal by default. A minimum 365-day program year, with care continuing beyond the first year for
as long as clinically required — because chronic conditions are managed, not discharged.

•

Home as the primary place of care. Care is delivered to the veteran at home through validated telehealth
and remote monitoring — removing stigma, geography, and the thirty-day-away requirement as barriers —
without  requiring  the  veteran  to  leave  employment,  family,  or  community  except  where  individually
clinically indicated. In a small subset of more complex cases, a veteran will require a period of inpatient
care to begin treatment safely; the same LOBAT team provides that care initially in the Intensive Integrated
Continuity Setting and then transitions the veteran home as soon as clinically appropriate, continuing to
manage them longitudinally throughout. The home is also where recovery has to hold — because the home
is where the disease lives. Treatment that takes a veteran away removes access to substances for a month —
and then returns the veteran to an environment where alcohol, substances, the temptations of daily life, and
the triggers that drive use are constantly present. Lasting recovery is built by learning to live with and
manage this disease in that environment. That is why the model provides a full year of care, with every
support in place, while the veteran learns to adapt to a world in which alcohol and substances are widely
and readily available — and so are the stressors that trigger their use.

•

A single accountable team, scaled to acuity. One multidisciplinary team — physicians, psychiatrists, nurses,
therapists,  navigators,  and  peer  guides  —  follows  the  veteran  across  every  level  of  need,  ending  the
disruptive  handoffs  between  unaffiliated  organizations.  The  team  scales  with  the  veteran’s  complexity:
available seven days a week at Tier 1, and twenty-four hours a day, seven days a week at Tier 2, where it also
carries  the  added  nursing,  psychiatric,  peer,  and  care-coordination  depth  that  higher-acuity  veterans
require.

•

Wraparound  care  as  clinical  care. For  the  veterans  Tier  2  serves,  recovery  is  threatened  as  much  by
circumstance as by biology — unstable housing, absent or destabilizing social support, family and legal
crisis, employment disruption, constant exposure to substances at home. Tier 2 manages that instability
inside the clinical plan rather than referring it out, which is what makes it safe to treat a high-acuity veteran
at home.

•

Medication-forward,  precision-guided. Medication  is  imperative  for  early  stabilization  —  addressing
craving  and  the  co-occurring  mood,  anxiety,  and  sleep  conditions  that  travel  with  this  disease  —  with

•
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EXHIBIT D — THE LOBAT TWO-TIER ARCHITECTURE

One model, two coordinated levels of care — a veteran enters at the level their clinical need requires. The distinction is first a matter of team
depth, availability, and wraparound intensity; the precision-medicine layer is one difference among several.

ELEMENT LOBAT TIER 1 — FOUNDATIONAL LOBAT TIER 2 — HIGHEST-ACUITY INTEGRATED

Who it serves Single-substance AUD/SUD without significant
comorbidity, in a stable home and social
environment.

Polysubstance use, psychiatric/medical comorbidity,
withdrawal risk, significant psychosocial instability,
or prior non-response.

Care-team composition Multidisciplinary team — physicians, psychiatric
providers, licensed therapists or counselors,
navigators, and peer guides.

The Tier 1 team, materially broader — dedicated
nursing capacity, intensive psychiatric management,
expanded peer support, and dedicated care
coordination, at substantially higher contact
intensity.

Care-team availability Seven days per week across the program year — a
genuine seven-day team, but not around-the-clock
staffing.

Twenty-four hours a day, seven days a week, across
the full program year.

Wraparound &
psychosocial support

Standard navigation, for veterans whose home and
social environment already supports home-based
care.

Intensive wraparound — housing instability, absent
or destabilizing social support, family, legal, and
employment crisis, and constant environmental
exposure, managed inside the clinical plan.

Place of service The Home, via validated telehealth and remote
monitoring.

Home (the substantial majority) plus the inpatient
Intensive Integrated Continuity Setting when
clinically required.

Medication-forward
care

Imperative for early stabilization. Plus monitored medical detoxification, ambulatory
or inpatient.

Pharmacogenomic
sequencing & nutrient
repletion

Not part of Tier 1 — a veteran who needs
pharmacogenomic-guided dosing or nutrient
repletion is Tier 2 by definition.

Mandatory, with serial cognitive testing.

Group support Anonymous avatar-based virtual groups. Immersive VR/AR group support.

Outcomes panel Four validated tools (PHQ-9, GAD-7, K10, PCL-C) plus
substance-use status.

Comprehensive panel — thirteen validated tools and
clinical measures.

Clinical structure Two intensity tiers: Stabilization (~3 mo),
Maintenance & Continuity (~9 mo).

Five phases across two Places of Service, one
longitudinal team.

How it is paid Weekly rates by intensity tier; value-based,
calibrated to outcomes.

Weekly rates by phase of care, with a Home/IICS
modifier; value-based, calibrated to outcomes.

Movement between tiers is one-way: a veteran may step up from Tier 1 to Tier 2, never the reverse. The two tiers are a single continuum, not competing
products. What separates them is not principally a laboratory service: Tier 2 differs first in the breadth and around-the-clock availability of its team and
in the intensity of the wraparound care that team delivers. Source: LOBAT Tier 1 and Tier 2 certification criteria, Sec. 7.4–7.5 and Exhibit E.

7.4 LOBAT Tier 1 — the foundational longitudinal model
A Qualifying LOBAT Tier 1 Provider delivers the full 365-day program to veterans with single-substance AUD or
SUD without significant comorbidity: home-based telehealth care; medication-forward treatment, imperative
for early stabilization; a multidisciplinary team — physicians, psychiatrists, nurses, therapists, navigators, and
peer guides — available seven days per week, a genuine seven-day team though not the around-the-clock staff-
ing Tier 2 carries; anonymous, avatar-based virtual group support, with alumni groups at no charge after Pro-
gram Completion; outcomes measurement on four validated tools — the PHQ-9, GAD-7, K10, and PCL-C — to-
gether with substance-use status documentation; documented escalation protocols to Tier 2; and the written,
twelve-month Performance Guarantee. Care moves through two clinical intensity tiers — a Stabilization tier of

pharmacogenomic sequencing guiding both prescribing and nutrient  selection,  and structured nutrient
repletion restoring the brain chemistry that chronic use destroys.

Anonymity-protected group support. Avatar-based, voice-masked immersive VR or AR groups designed to
dismantle  the  stigma  barrier  for  exactly  the  high-visibility,  reliability-defined  populations  that  include
service members and veterans.

•

Accountability with defined outcomes. A contractual Performance Guarantee: any veteran who returns to
use within twelve months of Program Completion is re-stabilized at no additional charge. Payment follows
outcomes.

•
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approximately three months, then a Maintenance and Continuity tier of approximately nine months — span-
ning the program year. Tier 1 is designed for the veteran whose home and social environment can support care
delivered at that cadence; a veteran whose clinical course comes to require around-the-clock team availability,
intensive wraparound management, pharmacogenomic-guided dosing, or structured nutrient repletion is, by
that fact, a Tier 2 veteran, and is escalated accordingly.

7.5 LOBAT Tier 2 — the highest-acuity integrated model
Tier 2 meets every Tier 1 criterion and adds the integrated infrastructure the most complex veterans require.
Two of those additions matter most, and neither is a laboratory service. The first is the team itself. Tier 2 is
staffed and available twenty-four hours a day, seven days a week across the full program year — not seven days
a week within clinical hours — and the team is materially broader than the Tier 1 team: dedicated nursing ca-
pacity for monitored detoxification and daily physiologic oversight, intensive psychiatric management for co-
morbidity that is being actively treated rather than merely noted, expanded peer support, and dedicated care
coordination. The second is the intensity of the wraparound care that team delivers. Tier 2 exists to hold the
veterans whose recovery is threatened as much by the circumstances of their lives as by their biology — un-
stable housing, absent or destabilizing social support, family and legal crisis, employment disruption, con-
stant exposure to substances in the home — and it manages that instability inside the clinical plan rather than
referring it out. That capacity, more than any single test, is what makes it safe and effective to treat a high-
acuity veteran at home.

On that foundation, Tier 2 adds: pharmacogenomic sequencing at intake, guiding both prescribing across an
extensive formulary and the selection of targeted nutrients; a structured nutrient-repletion protocol with seri-
al cognitive testing tracking neurocognitive recovery; immersive VR or AR group support; integrated manage-
ment of psychiatric and medical comorbidity, including monitored medical detoxification, whether ambulat-
ory or inpatient; and a comprehensive multi-measure outcomes panel — thirteen validated tools and clinical
measures in all — spanning mental health, resilience and flourishing, cognition, physiologic monitoring, and
verified substance-use status.

Clinical care proceeds through five phases across two Places of Service, delivered throughout by one longitud-
inal team. About ninety-five percent of veterans enter at Phase II — Ambulatory Detoxification, delivered at
home by default over four weeks (weeks one through four) with continuous remote monitoring and twenty-
four-hour clinical availability — and complete Phases II through V within the program year. Phase I, Inpatient
Stabilization, is the rare exception, reserved for the veterans who require monitored medical detoxification
and supervised residence in the Intensive Integrated Continuity Setting: those whose disease severity, with-
drawal risk, psychiatric instability, or home environment makes initial stabilization at home unsafe or unsuc-
cessful — typically thirty days, and rarely more than ninety. Phase III, Intensive Care, runs eight weeks (weeks
five through twelve) — full psychiatric evaluation, multimodal medication management, nutrient repletion,
trauma-focused  care  including  Accelerated  Resolution  Therapy  (ART),  and  immersive  group  support  —  at
home, or in the Intensive Integrated Continuity Setting while supervised residence remains necessary. Phase
IV, Stabilization, runs twelve weeks (weeks thirteen through twenty-four), building resilience and autonomy.
Phase V, Continual Care, runs the remaining twenty-eight weeks — approximately six months, weeks twenty-
five through fifty-two — completing the program year,  and continues beyond it  for as long as the veteran
clinically requires, managing AUD and SUD as the chronic conditions they are.
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EXHIBIT E — CLINICAL PLACEMENT: WHO GOES WHERE, AND WHAT MAY NEVER DRIVE IT

Clinical placement criteria and the binding anti-diversion protections that keep tier assignment a medical decision.

TIER 1 PLACEMENT IS SUFFICIENT

e.g., a veteran binge-drinking 3–4×/week with work or family functioning beginning to suffer, without daily physiological dependence.

TIER 2 PLACEMENT IS INDICATED (ANY ONE)

BINDING ANTI-DIVERSION PROTECTIONS

Veteran choice is preserved: a veteran meeting Tier 2 criteria may, after informed consent, elect Tier 1 — without prejudice to any other benefit or
service, and with risk-adjusted metrics so the provider is never penalized for honoring it.
Note: Tier 2 indications are abridged for presentation; placement is governed by the full clinical criteria a qualified clinician applies and documents. Movement
between tiers is one-way — a veteran may step up from Tier 1 to Tier 2, never the reverse. Tier assignment is a clinical determination, never a financial one.
Source: LOBAT clinical placement criteria, Sec. 8.1–8.3.

Progression is non-linear by design. A veteran who begins at Phase II and cannot stabilize — because of with-
drawal severity, environmental destabilization, constant exposure to substances, or worsening of the underly-
ing disease — steps up to Phase I, stabilizes in the Intensive Integrated Continuity Setting under the same team,
and returns to Phase II to continue the year of care. Re-escalation to any earlier phase, or from Home to the In-
tensive Integrated Continuity Setting, is reimbursed whenever clinically required, without numerical limit,
supported by contemporaneous patient-specific documentation in the medical record.

Single-substance AUD or SUD–
No significant psychiatric comorbidity–
No severe acuity; no medically supervised detoxification required–
A stable home and social environment able to support home-based care from a team available seven days a week–

Polysubstance use disorder (nicotine, tobacco, and caffeine excluded)–
Significant psychiatric comorbidity — PTSD requiring active treatment, major depressive disorder, bipolar disorder,
schizophrenia-spectrum illness, severe anxiety, or personality disorders in active treatment

–

Significant psychosocial instability — unstable housing, absent or destabilizing social support, family, legal, or employment
crisis, or constant environmental exposure, requiring 24/7 team availability and intensive wraparound care

–

Prior failure of, or inadequate response to, residential or outpatient treatment, or of a Tier 1 trial–
Severe acuity on validated clinical assessment — ASAM criteria at Level 2.5 or higher–
Chronic medical conditions destabilized by AUD or SUD (diabetes, hypertension, heart failure, liver disease, seizure disorder)–
Contraindication to first-line medications where pharmacogenomic-guided prescribing is likely to help–
Need for ambulatory medical detoxification (the Phase II model)–
Need for inpatient stabilization in the Intensive Integrated Continuity Setting (IICS)–
Presumptive: any discharge from an inpatient or residential level of care; any return to use after a completed Tier 2 program–

Step therapy prohibited. No “fail-first” at Tier 1 as a condition of Tier 2 access.–
Cost-based routing prohibited. Placement on clinical criteria alone, by a qualified clinician, documented in the medical
record.

–

Network-adequacy backstop. Out-of-network Tier 2 at in-network cost to the veteran; cross-state telehealth recognized under
38 U.S.C. § 1730C.

–

72-hour upgrades. Provider-initiated Tier 1 → Tier 2 transfer without repeat assessment or step-therapy review.–
Binding external review. Independent, conflict-free clinical review at no cost to the veteran.–
Pattern surveillance. Annual reporting of placement volumes, transfers, and contested determinations; corrective action for
systematic diversion.

–
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EXHIBIT F — THE LOBAT MODEL OF CARE: THE CLINICAL JOURNEY AT A GLANCE

LOBAT — Longitudinal Outcomes-Based Addiction Treatment — is a genetically-guided, comprehensive, outcomes-accountable model:
longitudinal by design, evidence-based, paid on value, multidisciplinary, and community-engaged. A patient enters at the tier their clinical
need requires.

LOBAT TIER 1 — THE FOUNDATIONAL LONGITUDINAL
MODEL

DELIVERED IN THE HOME VIA TELEHEALTH · TEAM AVAILABLE 7 DAYS A
WEEK

TIER 1 SERVES — earlier-stage disease · a single substance · no significant medical or psychiatric comorbidity · a stable home
environment

Year-long, medication-
forward care from a
multidisciplinary team, 7
days a week, delivered in the
Home via telehealth, with
progress tracked on a
validated panel.

→

Stabilization

Moderate intensity · ~3
months →

Maintenance & Continuity

Continuity intensity · ~9
months →

Program Completion

12-mo Performance Guarantee

A patient may step up from Tier 1 to Tier 2 as clinical need requires — one-way, never the reverse; placement is clinical, never financial

LOBAT TIER 2 — THE HIGHEST-ACUITY INTEGRATED
MODEL

ONE LONGITUDINAL TEAM · 24/7 AVAILABILITY · TWO PLACES OF
SERVICE

TIER 2 SERVES — polysubstance use · psychiatric or medical comorbidity · withdrawal risk · psychosocial instability · prior treatment
non-response

~5% · RARE INPATIENT START INTENSIVE INTEGRATED CONTINUITY SETTING (IICS)

I · Inpatient Stabilization

~5% of patients · monitored medical
detox, 24-hour nursing & supervised
residence · only when home is unsafe
· typically 30 days, rarely more than
90

The exception, not the rule. Only about five percent of Tier 2 patients ever begin here — those whose withdrawal
risk, acuity, or home environment makes starting at home unsafe — and of those, only a small minority remain
beyond thirty days. The same longitudinal team then steps them down into the home pathway and continues their
care.

Escalate / de-escalate between Home and the Intensive Integrated Continuity Setting as clinical need requires — reimbursed without limit

~95% · THE COMMON PATHWAY DELIVERED IN THE HOME, ENTIRELY VIA TELEHEALTH & REMOTE MONITORING

~95%
ENTER HERE
→

IIAmbulatory Detox4
wks · weeks 1–4 · taper
at home · 24/7
monitoring

→

IIIIntensive Care8 wks ·
weeks 5–12 · psychiatric eval ·
precision medication ·
nutrients

→

IVStabilization12 wks ·
weeks 13–24 · resilience ·
autonomy · optimization →

VContinual Care~6 months ·
weeks 25–52 · chronic-condition
management · completes the
year

Non-linear by design. Patients move between phases on frequent clinical reassessment, not a fixed calendar, and may re-escalate to any earlier phase whenever
clinically required. At Program Completion, a 12-month Performance Guarantee re-stabilizes any return to use at no additional charge.

WHAT THE MODEL PRODUCES — MEASURED

86%
sustained recovery vs. ~13%

legacy

84.7%
twelve-month retention in care

+40.3%
improvement in cognition on

serial testing

88.2
Net Promoter Score

Validated clinical outcomes analysis — available for independent evaluation.

8. Placement, Anti-Diversion, and Veteran Choice

8.1 Indications for Tier 2 placement
Placement is clinical, never financial. Federal-style clinical placement criteria, published by the Department,
would identify Tier 2 placement as appropriate for, at minimum: polysubstance use disorder (nicotine, to-
bacco, and caffeine excluded); significant psychiatric comorbidity, including PTSD requiring active treatment,
major depressive disorder, bipolar disorder, and severe anxiety disorders; significant psychosocial instability
— unstable housing, absent or destabilizing social support, family, legal, or employment crisis, or constant en-
vironmental exposure — of a kind that requires around-the-clock team availability and intensive wraparound
management to treat safely at home; documented prior failure of, or inadequate response to, traditional resid-
ential or outpatient treatment, or a prior trial of Tier 1 care that did not achieve sustained recovery; severe
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acuity on validated clinical assessment, including American Society of Addiction Medicine criteria at Level 2.5
or higher; co-occurring chronic medical conditions materially complicated by AUD or SUD — poorly controlled
diabetes, hypertension, or heart failure; chronic liver disease; a seizure disorder; clinical need for ambulatory
medical  detoxification  with  continuous  monitoring;  and  clinical  need  for  inpatient  stabilization  in  the
Intensive Integrated Continuity Setting.

Two presumptions matter most for the Department. First, any veteran discharged from an inpatient or resid-
ential AUD or SUD level of care is presumptively appropriate for Tier 2 placement — so that the gains of every
admission are consolidated by integrated longitudinal care rather than lost at the door. Second, any veteran
who completes a Tier 2 program and its Guarantee year and later experiences a return to use is presumptively
appropriate for re-placement at Tier 2 rather than initial placement at Tier 1. Movement between tiers is one-
way: a veteran may step up from Tier 1 to Tier 2, never the reverse.

8.2 Anti-diversion protections
Binding protections travel with the placement criteria. No fail-first or step-therapy requirement may condition
Tier 2 access on first attempting Tier 1 — the fail-first model is incompatible with the chronic-medical-condi-
tion framework. Cost may never be the basis of a placement determination; placement is made on clinical cri-
teria alone, by a qualified clinician, documented in the medical record. A Tier 1 provider who determines that
an enrolled veteran meets Tier 2 criteria refers the veteran for upgrade, authorized within seventy-two hours
without repeat assessment. And where network capacity is short, out-of-network Tier 2 access is arranged at
in-network cost to the veteran — including through cross-state telehealth under the Department’s statutory au-
thority.

8.3 Veteran choice
Nothing in this framework requires a veteran to accept Tier 2 care. A veteran who meets Tier 2 criteria and,
after informed consent, prefers Tier 1 retains that choice, without prejudice to any other benefit or service —
and the provider’s outcome metrics are risk-adjusted so that honoring the veteran’s informed decision is never
penalized.

9. Why Veterans First
Every element of the national LOBAT framework was designed so that veterans, active-duty service members,
and Native American beneficiaries would be the first Americans guaranteed access. This is partly a moral judg-
ment — the people who carried the heaviest burdens should be first in line for the care that works — and partly
a practical one: the Department of Veterans Affairs is, structurally, the best-positioned system in the country to
implement LOBAT now. And under the interagency framework this document accompanies, that judgment is
now concrete: veterans and service members are the pilot population itself — the ten-thousand-patient demon-
stration is conducted by the Department of Veterans Affairs and the Department of War together, launching
September 1, 2026, so that the evidence that carries LOBAT to the Nation is generated first in the care of those
who served.

One accountable system. A single Secretary, a unified health record, and a national delivery and payment
infrastructure — the Department can adopt a model of care by directive, where the civilian system requires
years of rulemaking.

•

The telehealth authority the model was built for. Under 38 U.S.C. § 1730C, VA providers already practice
“anywhere to anywhere” across state lines — the licensure model the national framework explicitly cites as
its template. A home-delivered national model and the Department’s statutory telehealth reach are made for
each other.

•

Its own innovation engine. The Center for Innovation for Care and Payment, 38 U.S.C. § 1703E, gives the
Department what no other agency has: standing authority to design payment models, set rates, and test
service delivery — the Department’s own innovation center — and, under the interagency framework, the
authority through which the Department sets the pilot’s value-based weekly rates and conducts its share of

•
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9.1 Dignity as clinical infrastructure
Military and veteran culture prizes reliability, self-sufficiency, and standing — which is precisely why a treat-
ment system that requires public visibility loses the veterans who most need it. LOBAT was engineered for this
population: care that comes to the home; group support behind an avatar and a masked voice; language that
treats the condition as the chronic medical illness it is. The framework pairs that clinical design with policy:
protected status, established by directive, guaranteeing that no veteran suffers any adverse consequence in
any  VA  benefit,  priority,  or  service  by  reason  of  seeking,  receiving,  or  completing  LOBAT  care  —  with  a
confidential reporting and remedy mechanism behind it.

The Department has led national practice change before — it taught American medicine that telehealth at na-
tional scale was possible. Leading the transformation of addiction care is the same kind of leadership, applied
to the clinical problem where veterans have the most at stake.

10. Implementation Through Existing Authority
Nothing in this framework requires new legislation or an Executive Order. Three instruments the Department
already holds — the Center for Innovation for Care and Payment, a policy directive, and the Community Care
Network — carry the model from pilot to permanent policy. The sequence matters: the demonstration pilot
comes first, launching September 1, 2026, through the Department’s own payment-innovation engine. Once the
ten-thousand-patient pilot has been completed and its data analyzed — and assuming the results bear out what
the operating evidence anticipates — the directive and Community Care Network recognition then convert the
proven result into standing, nationwide VHA policy.

10.1 Lever 1 — the Veteran Recovery Demonstration: the pilot (launching September 1, 2026)
Acting through the Center  for  Innovation for  Care  and Payment  under  38  U.S.C.  §  1703E,  the  Department
launches the Veteran Recovery Demonstration: a multi-year, multi-cohort evaluation of the LOBAT payment ar-
chitecture — the value-based weekly bundles, the outcome-incentive structure, and the two-sided Performance
Guarantee — enrolling the Department’s share of the ten-thousand-patient interagency pilot conducted togeth-
er with the Department of War, with allocation between the Departments set by clinical demand rather than a
fixed split,  across the initial  Tier 2  cohorts,  with Tier 1  cohorts to follow. Every enrolled veteran receives
LOBAT care; the demonstration withholds treatment from no one. Its results are measured against the existing
system’s extensively documented record — the published recovery rates of the legacy modalities, and VHA and
TRICARE claims on cost, readmission, and return to treatment — rather than against a cohort of veterans asked
to go without the care that works. Enrollment at this scale is deliberate: it produces, quickly, a body of evid-
ence with the statistical power not merely to satisfy the Department, but to anchor national adoption across
the Federal health programs. Pilot sites span VISNs selected for urban, rural, and highly rural representation.
The demonstration is designed to fit squarely within the Center’s statutory mechanics — the concurrent-pilot
ceiling, the annual budget threshold with its congressional reporting pathway, and the waiver process where
any title 38 requirement must be adjusted, each waiver transmitted for congressional approval as the statute
provides. Congress has repeatedly signaled interest in exactly this direction — value-based reimbursement
within the Community Care Program and direct-access mental-health and SUD pilots through the Center — in
legislation introduced in recent Congresses.

the  ten-thousand-patient  demonstration  with  the  Department  of  War:  not  a  solo  venture,  but  the
Department’s engine within a coordinated national effort.

A national community network. The Community Care Network already extends the Department’s reach
into every State and into rural America — where veteran overdose burden is highest and where a home-
delivered model matters most.

•

Direct  alignment  with  the  Department’s  highest  priorities. Effective  addiction  treatment  is  suicide
prevention, homelessness prevention, and chronic-disease management at once — and the model’s nutrient,
resilience, and whole-person components align naturally with VA’s Whole Health orientation.

•
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10.2 Lever 2 — the VHA policy directive (upon pilot completion)
Once the pilot has completed and its data have been analyzed, a Department-wide directive guarantees that
any enrolled veteran identified as living with AUD or SUD shall be offered LOBAT care from a Qualifying LOBAT
Provider, at no cost to the veteran, supported in enrollment by VA care-management staff. The directive estab-
lishes that LOBAT access shall not be conditioned on prior failure of, or prior attempt at, traditional residential
rehabilitation; that any veteran discharged from an inpatient or residential AUD or SUD level of care is pre-
sumptively appropriate for Tier 2 placement; and that protected status attaches to the act of seeking care, with
a confidential remedy mechanism. The directive also authorizes proactive identification: validated prevalence-
identification methodology — including secondary-diagnosis claims analysis — used to find the veterans whose
condition never appears as a primary diagnosis, with hard use limitations: the information may be used only
to offer treatment, and never to deny a benefit, adjust a priority, or discipline anyone.

10.3 Lever 3 — Community Care Network recognition (upon pilot completion)
The third lever is stated here and detailed at the close of this framework. The demonstration exists to make the
model permanent — and permanence requires payment architecture that does not yet exist: new value-based
code families must be built, because no legacy fee schedule contains these services. Once the pilot completes
and its data are conclusive, the Department recognizes Qualifying LOBAT Providers in Direct Care and across
the Community Care Network at the rates the demonstration has proven. How that recognition works — the
certification standard open to every provider,  the partnership pathway, the phased rollout,  and the cross-
agency implementation method that carries the model beyond the Department — is set out in Sections 15 and
16, where this framework turns from pilot to permanent policy.

11. What a LOBAT Year Costs — and What It Redirects
Sections 7 through 10 set out the model and the authority to run it. This section prices it, and sets that price
against the record established in Sections 2 and 3. The order is deliberate: what the Department would be
buying is described before what it would pay.

The arithmetic of a LOBAT year is fixed and public. The Tier 2 base program year is $55,000 — the $5,000 on-
boarding and equipment-kit deployment together with $50,000 of phased care across the fifty-two weeks —
rising to an all-inclusive maximum of $65,000 where the complexity add-on is clinically required. A full Tier 1
year is $35,000. Both figures are before outcome incentives, which are earned only against documented results
and paid separately as a percentage of the underlying bundle.

Set against what the Department actually paid in fiscal years 2023 and 2024, the comparison is stark: at an aver-
age of $2,766 per veteran per day, twenty days of community residential care costs more than an entire guaran-
teed LOBAT Tier 2 year — care that runs 365 days, is delivered by a single longitudinal team available around
the clock,  carries  the twelve-month Performance Guarantee behind it,  and reports  validated outcomes on
every patient — and one average community residential episode costs more than two such years.
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EXHIBIT G — COMMUNITY RESIDENTIAL TODAY VERSUS A GUARANTEED LOBAT YEAR

The Inspector General’s record of the legacy model, set beside a guaranteed LOBAT year.

$2,766
per veteran, per day — what the
Department paid for community
residential care, with individual daily
rates reaching ~$6,000–$7,000

~$96
per day — LOBAT Tier 1: a full guaranteed
program year at $35,000

~$151
per day — LOBAT Tier 2: the $55,000 base
program year, care and equipment kit
included

Per day, the Department is paying roughly eighteen times the LOBAT Tier 2 rate — and roughly twenty-nine times the LOBAT Tier 1 rate — for a
modality that succeeds approximately thirteen percent of the time.

$4 : $1
documented return on every dollar
invested in effective addiction
treatment, in health-care savings (NIDA)

$7 : $1
return when broader societal costs —
crime, lost productivity, and justice —
are included (NIDA; published cost-
benefit literature)

$35–65K
a full guaranteed LOBAT year, base to
ceiling — against a single residential
episode the Department priced at
$129,382

Sources: VA Office of Inspector General Report 25-00261-169 (September 2025) — $129,382 per veteran, $2,766 per day, ~$807 million above the benchmark rate;
episode length derived from the report’s own figures ($129,382 ÷ $2,766 per day ≈ 47 days). LOBAT per-day figures are derived from the guaranteed annual Tier 1
and Tier 2 rates across a 365-day year; the rate schedule itself is set out in Exhibit H.

For less than the price of one residential episode that works about thirteen percent of the time, the Department
can purchase two guaranteed LOBAT years — measured, monitored, and backed by a Performance Guarantee
that re-stabilizes any return to use at no additional charge. $65,000 is the maximum: the highest level of care at
Tier 2, all-inclusive, base plus the full complexity add-on.

And the episode price remains the smaller number. As Section 2 set out, untreated AUD and SUD run on the or-
der of three times the total cost of care of a matched population, and the burden concentrates in the down-
stream disease the Government finances for life. Every dollar invested in effective addiction treatment returns
on the order of four dollars in health-care savings, and roughly seven dollars once broader societal costs are
counted. The framework therefore contemplates an annual per-patient cost comparison — LOBAT care by tier
against residential treatment — published and used to direct documented savings into expanded access; where
budget neutrality must be demonstrated within a fiscal year, the incentive ceilings (Section 12) provide the
calibration lever.

What remains is the mechanics: how a year of this care is actually billed and paid. Section 12 sets out the
weekly bundles, the code and modifier architecture, the outcome incentives, and the two-sided guarantee that
stands behind the result.

12. The Payment Architecture

12.1 Weekly bundles, calibrated to the phase of care
Both code families pay weekly across the fifty-two-week program year, with the code level calibrated to the
clinical intensity of the phase in which the veteran is actually being treated — set by clinical criteria, never by
hours. Eligibility for a phase code turns on documented clinical status: substance-use status, psychiatric sta-
bility, environmental and home-safety stability, and medical wellbeing, including the management of co-oc-
curring conditions. LOBAT 1 comprises two intensity codes (Stabilization; Maintenance and Continuity). LOB-
AT 2 comprises the phase codes — one per clinical phase — each carrying two independent modifiers: a stage-
of-care modifier that identifies the phase being delivered, and a Place-of-Service modifier distinguishing Home
from Intensive Integrated Continuity Setting delivery. The inpatient Place-of-Service modifier commands a
higher weekly rate reflecting monitored inpatient care, twenty-four-hour nursing, and supervised residence.
Re-escalation to a higher-intensity phase is reimbursed whenever clinically required, without numerical limit,
supported by contemporaneous patient-specific documentation and subject to pattern surveillance, audit, and
recoupment where escalation is not clinically indicated.
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All LOBAT care is delivered 100 percent by telehealth: even the Intensive Integrated Continuity Setting stay is
managed by the same longitudinal care team practicing remotely, with the licensed inpatient facility provid-
ing the monitored bed, twenty-four-hour nursing, and supervised residence. Every LOBAT claim therefore car-
ries the synchronous-telehealth modifier 95 — the current synchronous audio-video standard, which travels
cleanly across the Department’s systems — in addition to its stage-of-care and Place-of-Service modifiers.

12.2 The proposed rate schedule — HCPCS H0018 with a two-axis modifier set
So that payment can begin the moment the demonstration launches, the framework proposes that the full LOB-
AT Tier 2 program year be billed under a single existing HCPCS code — H0018 — carrying a two-axis modifier
set at the new value-based weekly rates the Center for Innovation for Care and Payment establishes under 38
U.S.C. § 1703E. A single, already-recognized base code keeps the model immediately implementable — a claim
the Department can adjudicate on day one — while the modifiers carry all of the clinical and setting detail the
payment requires. The method is uniform on every claim:

THE CLAIM, ON EVERY LINE — DELIVERY METHOD AND MODIFIER KEY

Delivery method 100 percent synchronous telehealth — one longitudinal team, practicing remotely across
the full program year

Telehealth modifier 95 · appended to every LOBAT claim

Place of Service — Home FQ · the default setting, in which the substantial majority of care is delivered

Place of Service — Inpatient FR · the Intensive Integrated Continuity Setting; commands the higher weekly rate

The seven stage-of-care modifiers — U1 through U7 — identify the level of care being delivered across the pro-
gram year, from onboarding (U1) through the five clinical phases to the Performance Guarantee year (U7); the
schedule below assigns each its rate.

The schedule anchors the base program year at $55,000 per veteran. The complexity add-on — for Phase I care
in the Intensive Integrated Continuity Setting, or significant psychiatric or medical comorbidity requiring in-
tensive management — adds up to $10,000, for a maximum all-inclusive total of $65,000 for the year of care. In-
creased complexity earns additional payment, calibrated to the additional clinical work it requires. These are
new value-based weekly rates  set  by phase of  care;  they are  not,  and are  never  represented to  be,  set  at
Medicare parity.

EXHIBIT H — THE PROPOSED LOBAT TIER 2 RATE SCHEDULE

Every LOBAT Tier 2 claim is built as H0018 + one stage-of-care modifier (U1–U7) + one Place-of-Service modifier (FQ or FR) + telehealth 95. Stage
and setting move independently, so a change in either is captured without changing the base code.

STAGE OF CARE CODE · MODIFIERS DURATION WEEKLY RATE STAGE TOTAL

Onboarding & kit deployment H0018 · U1 · FQ · 95 One-time — $5,000

Phase II · Ambulatory Detoxification H0018 · U2 · FQ · 95 Weeks 1–4 $5,000 $20,000

Phase III · Intensive Care H0018 · U3 · FQ · 95 Weeks 5–12 $2,000 $16,000

Phase IV · Stabilization H0018 · U4 · FQ · 95 Weeks 13–24 ~$667 $8,000

Phase V · Continual Care H0018 · U5 · FQ · 95 Weeks 25–52 ~$214 $6,000

Base program year 52 weeks $55,000

Complexity add-on · Phase I in the Intensive
Integrated Continuity Setting, or significant
psychiatric/medical comorbidity requiring
intensive management

H0018 · U6 · FR · 95 As clinically
required

Calibrated to complexity + up to $10,000

Maximum year, all-inclusive with complexity add-on $65,000

Performance Guarantee year H0018 · U7 · FQ · 95 The 12 months
following
Program
Completion

$0 $0

Weekly rates for Phases IV and V are shown rounded; the stage totals govern. LOBAT Tier 1 is priced substantially below this schedule, at $35,000 for the full
program year. Rates are proposed within the Veteran Recovery Demonstration design, refined against demonstration experience, and finalized as the standing
payment architecture for Direct Care and the Community Care Network. Modifier letters are proposed placeholders; the Center for Innovation for Care and
Payment finalizes the exact modifier assignments as it adopts the rate architecture.
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EXHIBIT H (CONTINUED) — LOBAT TIER 2: INTENSITY, DURATION, AND CLINICAL FOCUS BY PHASE OF CARE

An inpatient pathway is required for only about 5% of veterans; the home pathway serves about 95% of those entering care. The broader Tier 2
team — nursing, psychiatric, peer, and care coordination — is available twenty-four hours a day, seven days a week in every phase.

PATHWAY INTENSITY LEVEL
TYPICAL
DURATION CLINICAL FOCUS

Inpatient
(~5% of
veterans)

Phase I — Inpatient
Stabilization (Intensive
Integrated Continuity
Setting, or IICS; highest-
intensity rate)

Typically 30
days, rarely more
than 90

The rare exception — monitored medical detoxification, twenty-
four-hour nursing, and supervised residence for veterans whose
severity or home environment makes home stabilization unsafe;
the same longitudinal team throughout. If a veteran needs
inpatient care at all, it is typically only for about a month, because
the Tier 2 home model — 24/7 team availability plus intensive
wraparound — is sufficient to keep most veterans stable at home.
Veterans begin here only when clinically necessary.

Outpatient
(~95% of
veterans)

Phase II — Ambulatory
Detoxification (highest
weekly rate)

4 weeks (weeks 1–
4)

Tapering, medication induction, and stabilization at home; daily
telehealth contact; daily nursing oversight; 24-hour, 7-day clinical
availability; continuous remote monitoring. About 95 percent of
veterans initiate treatment here.

Phase III — Intensive Care
(elevated weekly rate)

8 weeks (weeks 5–
12)

Full psychiatric evaluation; pharmacogenomic-guided medication;
nutrient repletion; trauma-focused care including Accelerated
Resolution Therapy; immersive group support; intensive
wraparound management of housing, family, legal, and
employment instability.

Phase IV — Stabilization
(moderate weekly rate)

12 weeks (weeks
13–24)

Behavioral change, resilience-building, continued medication and
nutrient optimization, increasing autonomy; monitoring and
contact intensity step down as stability is confirmed.

Phase V — Continual Care
(maintenance rate)

~6 months (weeks
25–52)

Longitudinal AUD and SUD management as a chronic condition; co-
occurring disease management; lower-touch but continuous
medical-home engagement, completing the program year and
beyond.

Following the
program year

Performance Guarantee
Year (no charge)

The 12 months
following
Program
Completion

Any return to use is re-stabilized at no additional charge. Full 24-
month outcome tracking. Protects the payer from paying for
treatment that does not hold.

Code level and rate follow the clinical intensity of the phase in which the veteran is actually being treated. Movement between phases follows frequent
clinical reassessment; a Place-of-Service modifier sets the higher inpatient Intensive Integrated Continuity Setting rate. Twenty-four-hour, seven-day
care-team availability is a requirement of every Tier 2 phase — in the Home as well as in the IICS.

12.3 When the Performance Guarantee begins — and the veteran who is not yet ready
The Performance Guarantee is anchored to a clinical event, not to a date on the calendar. It does not begin at
the twelve-month mark of enrollment, and it does not begin simply because a program year has elapsed. It be-
gins at Program Completion — the point at which the treating team determines that the veteran has been suffi-
ciently stable, for a sufficient period, to be ready for the safe transition out of regular care. Only when the
veteran reaches that milestone does the Guarantee year begin; from that point forward, any return to use with-
in the following twelve months is re-stabilized by the provider at no additional charge, with the veteran receiv-
ing additional support as needed. Tying the Guarantee to demonstrated stability — rather than to elapsed time
— is what makes it a meaningful two-sided commitment: it warrants the durability of a recovery the team has
judged ready to hold, not the mere fact that a year has passed.

It follows that a veteran may reach the end of the first year of care and still require ongoing, consistent support
— not yet stable enough for Program Completion. That veteran is not moved into the Guarantee year on a
schedule. Care simply continues, billed at the weekly stage-of-care rate matching the level of care the veteran
clinically requires, for as long as the veteran needs it, until the team determines that stability sufficient for
Program Completion has been achieved. This is the chronic-condition framing applied honestly: the program
is defined as a minimum of 365 days of care, not a maximum, and the Guarantee attaches to the veteran’s clin-
ical  readiness  rather  than  to  an  arbitrary  anniversary.  No  veteran  is  ever  transitioned  out  —  or  into  the
Guarantee period — before the clinical picture supports it.

12.4 Return to use, re-escalation, and the path back down
Because progression through the phases is non-linear by design, the payment architecture is built to follow a
veteran’s clinical course in both directions. Consider a veteran who has progressed to the Stabilization phase
and is otherwise doing well, but who then experiences a major return to use. That veteran may clinically re-
quire ambulatory medical detoxification again — and for the period in which that is true, the veteran’s level of
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care, and the weekly rate billed, steps back to reflect the intensive care actually being delivered (for example,
back to Phase II · Ambulatory Detoxification, or, where withdrawal risk or home instability requires it, up to
Phase I · Inpatient Stabilization in the Intensive Integrated Continuity Setting). Movement to a more intensive
level of care is a clinical escalation within a single continuous episode of care under one longitudinal team —
not a new admission, not a discharge and readmission, and not a failure of the program.

Once the acute episode is managed and the veteran re-stabilizes, the veteran weans back down through the
phases toward the level of care he or she occupied when the return to use occurred, and continues the longit-
udinal course from there. Published, Department-style clinical criteria — the same criteria that govern initial
placement — determine which level of care is appropriate at each point, so that every escalation and every
step-down is driven by documented clinical status, not by billing convenience, and every movement is suppor-
ted by contemporaneous patient-specific documentation subject to pattern surveillance, audit, and recoup-
ment. The specific criteria defining each level of care are set out in the clinical placement standards published
with the demonstration; movement between levels within the episode is reviewed on the record after the fact,
in the manner of any integrated system moving a patient between levels of acuity, rather than through epis-
ode-by-episode prior authorization that would fracture the continuity the model exists to protect.

OPEN ITEM FOR CLINICAL CRITERIA

The thresholds that distinguish each level of care — Ambulatory Detoxification, Intensive Care, Stabilization, Continu‐
al Care, and Inpatient Stabilization — including the specific findings that trigger a step‐up after a return to use and the
criteria  for  weaning  back  down,  are  being  finalized  in  the  clinical  placement  standards  that  accompany  this
framework. Those standards govern both placement and the billing level for each period of care.

12.5 Ancillary support codes — Tier 2 only
So that Tier 2 clinical infrastructure is not carried out of the weekly bundle, a separate ancillary code family,
billed once per episode of care, covers: pharmacogenomic sequencing and interpretation; the structured nutri-
ent-repletion protocol; and patient equipment — the immersive VR headset or AR glasses, the remote-monitor-
ing and drug-testing devices, the genetics kit, and the blood-pressure and heart-rate monitor. The nutrient-re-
pletion protocol is the same category of medically necessary supplementation already familiar to the Depart-
ment in other settings (for example, prescribed leucovorin alongside methotrexate therapy): the nutrients are
clinically indicated for the restoration of brain biochemistry in active recovery, and are covered on that basis.
Reimbursement for the ancillary family can be set at a defined per-episode amount — cost to be determined in
the demonstration design — rather than tied to per-patient cost reconciliation.

12.6 Outcome incentives — calibrated to what each tier measures
Providers that produce better outcomes receive incentive payments, on a per-veteran basis, in addition to the
underlying weekly bundle. A Qualifying LOBAT Tier 2 Provider is eligible for incentives of up to twenty-five
percent of the underlying bundle across five outcome domains, measured through the comprehensive Tier 2
panel. Tier 1 is measured differently, and its incentive structure is calibrated to what Tier 1 actually instru-
ments — four validated tools and verified substance-use status — rather than to domains that require Tier 2’s
team depth and infrastructure or that a lower-acuity population cannot meaningfully move. A Qualifying LOB-
AT Tier 1 Provider is accordingly eligible for incentives of up to fifteen percent of the underlying bundle across
three Tier 1–calibrated domains. Utilization avoidance is excluded at Tier 1 by design: a lower-acuity popula-
tion’s baseline utilization is too low for a twenty-percent reduction to be statistically meaningful, and incent-
ives should never reward what the population’s acuity, rather than the provider’s performance, produces.
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EXHIBIT I — WHAT EACH TEAM MUST ACHIEVE TO EARN THE OUTCOME BONUS

Paid per veteran, in addition to the weekly bundle. Tier 2 earns across five domains; Tier 1 across three calibrated domains.

OUTCOME DOMAIN WHAT THE TEAM MUST DOCUMENT TIER 1 TIER 2

Sustained Recovery No return to use through the maintenance phase and the 12-month
Performance Guarantee period, verified by random breath-alcohol and drug
testing.

● ●

Engagement &
Program Completion
(Tier 1) / Twelve-
Month Retention
(Tier 2)

Tier 1: sustained engagement through the clinically determined completion
of the program — the measure within a Tier 1 provider’s control. Tier 2:
continuous engagement in care for not fewer than twelve months from
enrollment.

● ●

Mental Health
Recovery

Statistically significant and clinically meaningful improvement (moderate
effect size) across the PHQ-9, GAD-7, K10, and PCL-C.

● ●

Utilization
Avoidance

A 20% or greater reduction in inpatient and emergency-department
utilization, measured against the veteran’s own documented pre-enrollment
claims-based utilization baseline.

excluded by
design

●

Neurocognitive
Recovery

Clinically significant improvement — at least a moderate effect size — on
serial cognitive testing over the program year.

— ●

Aggregate incentive
ceiling

Calibrated so a provider meeting every available threshold earns the full
ceiling, paid as a percentage of that veteran’s underlying bundle.

up to 15% ·
three

domains

up to 25% ·
five domains

Anti-stinting safeguards and risk adjustment apply at both tiers — no provider profits by selecting low-acuity veterans or shedding difficult ones, and
providers serving higher-acuity veterans are never disadvantaged. Note: the reported outcomes panel is deliberately broader than the incentive
domains; incentives are earned on a narrow, auditable set, while the full panel gives the Department the clinical picture.

12.7 The Performance Guarantee — two-sided risk
The downside is real: any veteran who experiences a return to use within the twelve months following Pro-
gram Completion is re-stabilized by the provider at no additional charge, billed under the Performance Guar-
antee stage modifier (U7) used solely for utilization reporting and Guarantee compliance. Veterans complete
quarterly check-ins during the Guarantee year — including random breath-alcohol and drug testing — so that
emerging issues are caught before they require re-escalation. Paired with the outcome incentives, the bundle
is a fully two-sided value-based arrangement, designed to the standard of an Advanced Alternative Payment
Model.

13. Interagency Alignment

13.1 TRICARE and the Department of War
TRICARE’s reimbursement architecture is built on the CMS code set, so the LOBAT code families translate dir-
ectly: as the Defense Health Agency adopts them, an active-duty service member’s LOBAT care continues unin-
terrupted across separation or retirement — same model, same measures, in many cases the same team. A joint
VA–Department of War coordination mechanism manages continuity for transitioning service members and
aligns protected-status policy on both sides of the transition.

Return-to-duty standards are an imperative of this design, not an afterthought. Nothing in the protected status
established under this  framework overrides the individualized medical  fitness-for-duty and return-to-duty
standards that govern safety-sensitive functions — the operation of aircraft, the navigation or command of ves-
sels, the handling of weapons, and other duties for which fitness standards are established by law or regula-
tion. A qualified medical authority may require that a service member demonstrate fitness and satisfy pub-
lished return-to-duty criteria before resuming a safety-sensitive function; any such determination rests on in-
dividualized clinical evidence — never on the bare fact of enrollment in care — and it does not disturb the indi-
vidual’s  broader  career,  benefits,  or  clearance  protections.  The  Departments  would  jointly  publish  the
governing return-to-duty criteria for the affected functions as part of implementation.

It is worth stating plainly why this makes the force safer, not riskier. Under the status quo, a service member
who goes away for episodic treatment returns to duty with the treatment finished and the monitoring over —
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and the published recovery rates mean that most quietly return to use, at work, impaired, and invisible to the
system. Under LOBAT, the service member who returns to duty is still in treatment: engaged with a continuous
care team available around the clock, monitored — including verified breath-alcohol and drug testing — and
supported through the precise period in which the legacy model loses people. Continuous, monitored treat-
ment is the strongest impairment-prevention program a safety-sensitive workforce can have.

13.2 CMS and the Nation — the evidence flows outward
The Veteran Recovery Demonstration is the evidence engine for the Nation. The Department’s findings — the
validated outcomes, the payment methodology, and the operating data — are offered to the Centers for Medi-
care & Medicaid Services and, through the Center for Medicare & Medicaid Innovation, to Medicare and Medi-
caid, so that the code families the Department proves can be adopted nationally. The same evidence supports
adoption by the Federal Employees Health Benefits Program and, on the Federal precedent, by the commercial
market.

13.3 The Indian Health Service parallel
The Indian Health Service is positioned to adopt LOBAT through a preferred, expedited certification pathway
for direct-service, tribally operated, and urban Indian programs — with clinical teams led and staffed by Native
Americans  wherever  possible,  culturally  adapted  group  support,  and  tribal  data  sovereignty  respected  in
every data flow.

14. Measurement, Privacy, and the Veteran Recovery Registry
Every enrolled veteran’s validated outcomes — across mental health, resilience, cognition, physiologic monit-
oring, and verified substance-use status — populate a Veteran Recovery Registry, designed to clinical-research
data-integrity standards and publishing aggregate findings publicly.

Privacy is load-bearing. The confidentiality protections of 38 U.S.C. § 7332 govern the Department’s drug- and
alcohol-treatment records, and every data flow in this framework operates inside them. Prevalence-identifica-
tion information is used only to offer treatment — never to deny a benefit, adjust a priority, or discipline a
veteran or employee — and all reporting respects the data-use restrictions attached to Department of War, VA,
and IHS records. The annual report to the Secretary and the Congress covers enrollment by tier and Place of
Service, outcomes across each incentive domain, incentive payments earned, transition progress, and access
by VISN — with rural access reported explicitly.

15. From Pilot to Permanent Policy
Sections 10 through 12 established the demonstration, what it costs, and its payment architecture. This section
sets out what happens when the demonstration succeeds — the recognition,  certification,  and rollout that
convert a proven pilot into permanent national policy.

15.1 Community Care Network recognition (upon pilot completion)
On the evidence the demonstration produces, the Department recognizes Qualifying LOBAT Providers — Tier 1
and Tier 2 — in Direct Care and across the Community Care Network, and reimburses the LOBAT 1 and LOBAT 2
weekly code families,  together with the Tier 2  ancillary support  and outcomes-incentive codes,  under the
value-based weekly rates the demonstration has proven. These services exist  on no legacy fee schedule —
which is precisely why the Department’s own rate-setting authority is the right instrument. Telehealth-de-
livered LOBAT counts toward behavioral-health network adequacy in every service area, and the Department’s
§ 1730C authority carries qualified providers to veterans in every State — including the rural communities
where freestanding programs will never be built.

DRAFT · FOR DISCUSSION · Veterans-First Policy Framework · July 2026



15.2 Qualifying LOBAT Provider — certification, open to all
Certification as a Qualifying LOBAT Provider is open to every organization that meets the standard — there is
no sole-source designation and no preference. But a genuine standard must first exist. No accepted national
standard yet defines adequate pharmacogenomic- and nutrigenomic-guided addiction care; in practice these
vary widely in rigor and are too often reduced to a token genetic test. A central deliverable of the Veteran Re-
covery Demonstration is therefore the development of an evidence-based minimum standard for these do-
mains — a defined threshold of what such care must include, validated against the outcomes the demonstra-
tion produces, so that the standard reflects the level of intervention actually shown to work. The standard is
public; the means of meeting it are each provider’s to assemble.

A provider that cannot independently perform to the standard in a given domain — around-the-clock mul-
tidisciplinary staffing and the nursing, psychiatric, peer, and care-coordination depth Tier 2 requires; compre-
hensive pharmacogenomic-guided medication selection and dosing; methylation and nutrient-deficiency as-
sessment; and structured nutrient-repletion protocols among them — may satisfy the certification criteria for
that domain through licensing or subcontracted clinical-service arrangements, at fair market value, with an
organization certified to perform to the standard, whose services may be furnished directly to the provider’s
patients. This is the partnership pathway: a provider contracts a missing specialized capability from a Qualify-
ing Tier 2 Provider and delivers it as one accountable team, so capacity scales without lowering the standard.
The certification process verifies that  each provider meets  the evidence-based standard — including team
availability  and composition and the minimum standard for  pharmacogenomic-  and nutrigenomic-guided
care — whether it does so through its own capabilities or through qualified subcontracted clinical services, so
that certification assures the quality the outcomes require. Proprietary clinical technology and the underlying
knowledge  base  developed  by  NorthStar  remain  NorthStar’s  intellectual  property;  what  is  shared  is  the
certification standard, the outcomes registry, and the implementation playbooks.

EXHIBIT J — QUALIFYING LOBAT PROVIDER: CERTIFICATION REQUIREMENTS BY TIER

Open to every provider that meets them; the partnership pathway lets community providers reach the Tier 2 standard at fair market value.

REQUIREMENT TIER 1 MUST DELIVER TIER 2 ADDS

Program length 365-day longitudinal program + 12-month Guarantee. Same, with five-phase clinical structure.

Care team —
composition

Multidisciplinary team: physicians, psychiatric
providers, licensed therapists or counselors,
navigators, and peer guides.

Dedicated nursing capacity, intensive psychiatric
management, expanded peer support, and dedicated
care coordination, at substantially higher contact
intensity.

Care team —
availability

Available 7 days per week across the program year. Available 24 hours a day, 7 days a week across the
program year — in the Home and in the IICS alike.

Wraparound &
psychosocial
support

Standard navigation for veterans whose home and
social environment supports home-based care.

Documented capacity to manage housing instability,
absent or destabilizing social support, family, legal,
and employment crisis, and constant environmental
exposure inside the clinical plan.

Care setting Home-based telehealth and remote monitoring. Home + inpatient Intensive Integrated Continuity
Setting, Place-of-Service modifier.

Medication Medication-forward, imperative for stabilization. Monitored medical detox, ambulatory or inpatient.

Precision medicine Not a Tier 1 service — a veteran who needs it is Tier 2
by definition.

Pharmacogenomic sequencing + structured nutrient
repletion with serial cognitive testing.

Group support Anonymous avatar-based virtual groups. Immersive VR/AR group support.

Outcomes panel Four validated tools + substance-use status. Thirteen validated tools and clinical measures.

Escalation Documented protocols to Tier 2. Bidirectional Home↔IICS movement, reimbursed
without limit.

Guarantee Written 12-month Performance Guarantee. Same, with the U7 Performance Guarantee modifier.

The partnership (“bolt-on”) pathway: a provider may contract a missing specialized capability from a Qualifying Tier 2 Provider, at fair market value,
delivered as one accountable team — capacity scales without lowering the standard. Source: LOBAT certification standards, open to every provider that
meets them.
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15.3 Phased rollout
Phase A (months 0–2): convening — pilot design, cohort finalization with the Department of War, VISN selec-
tion, and adoption of the § 1703E payment structure so payment flows at launch. Phase B (month 2 — Septem-
ber 1, 2026 — through month 15): the pilot in operation — first cohorts enrolled, weekly payments flowing, the
Veteran Recovery Registry live, quarterly outcome reviews to the interagency task force, and interim effect-
size reads from month nine. Phase C (months 16–24): mature outcome data, the certification pathway built and
opened, the demonstration completed by month twenty-four — and, on that evidence, the VHA directive and
Community  Care  Network  recognition  that  convert  the  pilot  into  standing  nationwide  policy,  with  the
evidence base offered to the Nation’s other health programs.

16. Implementation Timeline

EXHIBIT K — THE 24-MONTH TIMELINE: FROM CONVENING TO PERMANENT ADOPTION

One schedule across every participating agency — aligned to the interagency implementation framework. The pilot launches September 1, 2026;
every action sits within authority the Department already holds.

WINDOW WHAT HAPPENS

Now · Months 0–2 The coalition convenes and concludes a crisis exists; the Secretary designates a LOBAT implementation lead
within VHA; pilot design and cohorts finalized with the Department of War; pilot VISN selection criteria
published, rural-inclusive; the § 1703E value-based weekly rate architecture (H0018 with its two-axis modifier
set) adopted so payment can flow at launch; any waiver package transmitted for congressional approval

Month 2 · Sep 1, 2026 Pilot launches. First VA and Department of War cohorts enroll under the demonstration rates; first weekly H0018
payments flow; the Veteran Recovery Registry stands up; outcome metrics, deliverables, and certification
requirements set empirically; the interagency task force begins its monthly cadence

Months 3–8 Task-force workstreams open per agency; barrier-removal drafting underway; first quarterly pilot status
delivered to the task force; coordination with the Department of War on continuity of care and return-to-duty
standards for transitioning service members

Months 9–15 Interim outcomes and effect-size reads; agency workstreams adapt the model to each constituency; barrier-
removal instruments finalize; quarterly updates continue

Months 16–22 Mature retention and outcome data; the Qualifying LOBAT Provider certification pathway built out with the task
force; partnership (bolt-on) certification applications open to community providers at fair market value;
expansion scenarios modeled

Months 23–24 Demonstration complete. The certification pathway is live; the annual report delivered to the Secretary and the
Congress — enrollment by tier and Place of Service, outcomes across each incentive domain, incentive payments
earned, and access by VISN with rural access explicit; the evidence supports the VHA directive, Community Care
Network recognition, and permanent national adoption

Note: the ten-thousand-patient pilot is conducted by the Department and the Department of War together, with allocation between the Departments set by
clinical demand rather than a fixed split; every enrolled veteran receives LOBAT care. Source: Interagency Implementation Framework; 38 U.S.C. §§ 1703E,
1730C. See Sections 10 and 15.

17. A Note on Language
The language of this framework is chosen with the same care as its payment design, and it follows the conven-
tions of the national framework it implements. This is not a mandate — it is a model, offered to clinicians, com-
municators, and leaders across the Department, because language shapes how a condition is understood, how
it is treated, and how the veteran living with it is regarded.
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NOT USED IN THIS
FRAMEWORK USED INSTEAD WHY

addict · alcoholic ·
substance abuser

person with substance use
disorder; person with alcohol
use disorder

Person-first, condition-specific language separates the person from the
condition — the way every other chronic medical condition is described.

relapse return to use A return to use is a clinical event in the course of a chronic condition —
the same way a flare is treated in any other chronic illness — not a defeat
and a restart from zero.

discharge program completion Patients with cancer, hypertension, and diabetes are never discharged
from episodes of care; episodes conclude and may resume on the basis
of clinical need, but care is continuously available.

clean / dirty substance-free; a test with an
unexpected result

“Clean” and “dirty” carry moral weight that has no place in a medical
record.

noncompliant · failed
treatment

treatment approach needs
adjustment

Patients do not fail treatment. Treatment that has not achieved recovery
has not yet been matched to the patient — a clinical problem, not a
patient problem.

weakness · lack of
willpower · bad choices

biological vulnerability;
dysregulated reward system

The neurobiology of addiction is well established. Medical language
reflects what is happening in the brain, not an earlier era’s moral
framework.

18. NorthStar’s Role
NorthStar is the architect of the LOBAT model. The five-phase clinical structure, the multidisciplinary team
model,  the comprehensive outcomes panel,  and the Performance Guarantee architecture described in this
framework are drawn from a treatment model already in operation in the United States — built on more than
140,000 patients treated across its predecessor companies and a review of more than 2,600 published manu-
scripts — already producing the outcomes described in Section 7, and already structurally suited to translation
into value-based payment.

NorthStar offers the Department: the model’s clinical design and certification standards; implementation play-
books and provider training, including the staffing model and care-team architecture that make around-the-
clock Tier  2  delivery  operationally  possible;  the  pharmacogenomic  and nutrient-protocol  capabilities  that
community providers may license or obtain, at fair market value, through the partnership pathway; registry
and measurement methodology; and direct support in designing the Veteran Recovery Demonstration — its
rate architecture, cohort design, and statistical powering — to the standard permanence requires.

Just as important is what NorthStar does not ask. This framework requests no sole-source designation and no
preference. The certification standards are open to every provider that meets them, and the partnership path-
way exists precisely so that community providers and the Department’s existing partners can rise to the Tier 2
standard rather than be displaced by it. What remains NorthStar’s is its proprietary clinical technology and the
underlying knowledge base; what is shared is the standard, the registry, and the playbooks. NorthStar’s in-
terest is that the model be implemented with fidelity and evaluated without mercy — because the evidence is
the argument.

Closing
The Department of Veterans Affairs has the clearest mandate, the strongest authorities, and the deepest obliga-
tion of any institution in American health care to fix addiction treatment — and for the first time, it has a model
worth scaling and the means to prove it on its own authority. NorthStar prepared this framework in anticipa-
tion of collaborative discussions with the Secretary, the Veterans Health Administration, and the Center for In-
novation for Care and Payment, and we welcome its refinement in partnership with the veterans service or-
ganizations  and  the  veterans  whose  lives  it  is  designed  to  change.  We  are  grateful  for  the  Department’s
leadership, and we stand ready to support this work in whatever capacity is most useful.
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Notes
R Street  Institute,  Substance  Use  Disorders  in  the  Veteran Population (2025):  the lifetime prevalence of  substance use disorders among
veterans is estimated at 53 percent, versus approximately 17 percent in the general population.

R Street Institute (2025), as above; and National Epidemiologic Survey on Alcohol and Related Conditions–III analyses (Evans et al.,
2018): one quarter of veterans meet lifetime criteria for alcohol use disorder, and one in ten for a non-alcohol drug use disorder.

National  Institute  on  Drug  Abuse  and  published  treatment-outcome  literature:  detoxification  alone  is  associated  with  roughly  10
percent sustained recovery; residential rehabilitation, the best-performing legacy modality, with approximately 13 percent at one year;
freestanding partial-hospitalization and intensive-outpatient programming show no consistently measurable durable recovery benefit
in the published literature.

National Institute on Drug Abuse, Substance Use and Military Life (DrugFacts, 2025); U.S. Department of Veterans Affairs: approximately 11
percent of veterans presenting for first-time care at VA facilities meet SUD criteria.

Analyses of VA utilization data (2025): more than 600,000 patients within the VA system carry an SUD diagnosis each year, and more than
80 percent of veteran SUD diagnoses involve alcohol.

NorthStar clinical outcomes analysis, available to the Department for independent evaluation: 85.7 percent sustained recovery and 84.7
percent  twelve-month  retention,  with  statistically  significant  improvement  (p  <  .001)  across  the  PHQ-9,  GAD-7,  K10,  PCL-C,  serial
cognitive testing, and the Brief Resilience Scale; mean breath-alcohol concentration 0.097 to 0.009; Net Promoter Score 88.2.

Published analyses of VA screening and treatment data: only roughly 30 percent of veterans identified with an SUD receive specialty
addiction treatment in a given year.

U.S.  Department of  Veterans Affairs;  National Institute on Drug Abuse:  roughly two in ten veterans with PTSD also live with a co-
occurring SUD, and approximately 63 percent of post-9/11 veterans diagnosed with an SUD also meet criteria for PTSD.

National  Institute on Drug Abuse (2025):  veterans are approximately twice as  likely as  non-veterans to die  from accidental  opioid
overdose.

Published research, including analyses in JAMA Psychiatry, and the VA Office of Mental Health and Suicide Prevention: veterans living
with a substance use disorder are approximately twice as likely to attempt suicide, and co-occurring disorders are present in a majority
of veteran suicide deaths.

Published analyses of veteran homelessness: approximately 70 percent of veterans experiencing homelessness live with a substance use
disorder.

Congressional testimony before the U.S. House Committee on Appropriations (2020), citing Veterans Health Administration data: SUD
prevalence  has  risen  from  3.7  percent  among  pre-Vietnam-era  veterans  to  12.7  percent  among  veterans  who  have  served  since
September 2001.

Mortality: Centers for Disease Control and Prevention, National Center for Health Statistics and  Morbidity and Mortality Weekly Report
(2024): excessive alcohol use is associated with approximately 178,000 deaths in the United States each year, and drug overdose with
approximately 79,000 deaths (National Vital Statistics System, 2024) — together in excess of a quarter of a million deaths annually.

Federal economic estimates as reported in national analyses of the economic impact of addiction: the cost of the opioid crisis was
estimated  at  approximately  $1.5  trillion  in  2020;  credible  national  estimates  place  the  combined  annual  burden  of  substance  use
disorders in excess of $1 trillion, with roughly $1.5 trillion in additional downstream cost — including driving under the influence, lost
employment, and disability — across health care, productivity, and the justice system.

Harvard Medical School projection (2023), as reported in national analyses: the annual cost of treating alcohol-associated liver disease
alone is projected to more than double over two decades, from approximately $31 billion in 2022 to approximately $66 billion by 2040.

California Department of Health Care Access and Information (HCAI), analysis of alcohol-related emergency-department encounters
(2020–2023): emergency-department admissions for chronic alcohol-related conditions concentrate among older adults, with Medicare a
leading payer — illustrative of the Medicare-borne share of alcohol-related chronic disease nationally.

L. Suen et al., University of California, San Francisco, JAMA Network Open (2023): in the pre-pandemic period, approximately one in nine
hospitalizations and one in eleven emergency-department visits each year involved a patient with an alcohol or other substance use
disorder; emergency-department visits among these patients rose 30 percent and hospitalizations 57 percent over the study period
(2014–2018).

Published  national  analyses  of  alcohol-related  criminal-justice  costs:  alcohol-related  driving-under-the-influence  arrests  and
prosecutions  alone  have  been  estimated  at  roughly  $25  billion  in  a  single  year,  with  broader  alcohol-related  criminal-justice
expenditures estimated substantially higher; figures are approximate and vary by source and methodology.

NorthStar claims analyses across the Official Disability Guidelines national dataset (clinical outcomes analysis): individuals with AUD
or SUD incur roughly three times the total cost of care of a matched population; with AUD as the underlying condition, costs of treating
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co-occurring  depression  run  +583  percent,  atrial  fibrillation  +507  percent,  breast  cancer  +490  percent,  and  acute  pancreatitis  +420
percent.  Most  claims  systems  identify  roughly  1  percent  of  affected  individuals  against  an  actual  prevalence  of  approximately  17
percent.

VA Office of Inspector General, Concerns About the Cost, Duration, and Quality of Community Residential Substance Use Disorder Treatment for
Veterans,  Report No. 25-00261-169 (September 17,  2025):  for fiscal years 2023 and 2024,  community residential  SUD treatment under
Community Care Network contracts totaled approximately $1.3 billion for 10,221 veterans — an average of $2,766 per day and $129,382
per veteran, with per-day costs reaching about $6,000 to $7,000 — and approximately $807 million was reimbursed in excess of TRICARE’s
benchmark rates for residential treatment.

VA OIG Report No. 25-00261-169: the standardized episode of care sets a 45-day duration that VA clinicians at reviewed facilities reported
often exceeds clinical need. See also the VA OIG fraud alert,  Help Stop Scams Involving Substance Use Disorder Treatment (December 2024),
and  the  $19.75  million  False  Claims  Act  settlement  between  the  United  States  and  a  drug  and  alcohol  rehabilitation  facility  (U.S.
Attorney’s Office, District of New Jersey, April 30, 2025).
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