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	DEPARTMENT OF VETERANS AFFAIRS

Regulation Policy and Management (02REG)
Office of the General Counsel

Washington, D.C.  20420


                                                                    

In Reply Refer to: 02REG
Date:  July 10, 2009  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN27, Herbicide Exposure and Korea Service Veterans
To:
Director, Regulations Management (02REG)

I have reviewed this rulemaking package and determined the following.

1.  This rulemaking will not have an annual effect on the economy of $100 million or more, as set forth in Executive Order 12866.  

2.  This rulemaking will not have a significant economic impact on a substantial number of small entities under the Regulatory Flexibility Act, 5 U.S.C. 601-612.   

3.  This rulemaking will not result in the expenditure of $100 million or more by State, local, and tribal governments, in the aggregate, or by the private sector, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

4.  Attached please find the relevant cost impact documents. 

(Attachment 1):  Agency’s Impact Analysis, dated July 10, 2009
(Attachment 2):  CFO Concurrence memo, dated June 25, 2009
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

Copy Furnished to:
Mark Seastrom (041E)

Chief, Benefits Division

Office of the Budget

(Attachment 1)

RIN 2900-AN27 Cost Impact Analysis:  Extending the Presumption of Exposure to Herbicides to Veterans who Served In or Near the Korean Demilitarized Zone and Providing Benefits to their Children Born with 

Spina Bifida (July 10, 2009)
Purpose:  To determine the cost impact associated with extending the presumption of exposure to herbicides to Veterans who served in or near the Korean demilitarized zone (DMZ) from April 1968 to July 1969 for the purpose of establishing service connection for diseases presumed associated with such exposure, and providing benefits to the children of these Veterans born with spina bifida.
Background:  This proposed rulemaking amends the Department of Veterans Affairs’ (VA) regulations regarding herbicide exposure of certain Veterans who served in or near the Korean DMZ and the children of these Veterans born with spina bifida.  This proposal clarifies current practice, and we do not anticipate additional costs or savings.  The objective of this proposal is to reflect policy and a statutory change implemented in VA’s Regional Offices in 2003.  Funding for this provision is already in the Compensation and Pension baseline budget.  The cost benefit analysis is the result of a recent request for estimated actuals from the Department Regulation Staff and the Office of Management and Budget. 

Methodology:  This estimate only considers the current cost of compensation benefits and does not incorporate any additional cost for other benefits such as Vocational Rehabilitation and Employment, Survivors’ and Dependents’ Education Assistance, automobile grants and adaptive equipment, clothing allowance, burial benefits, or medical care.  

Estimated Actuals:  Estimated actuals paid to Veterans and survivors since 2003 may range from $1.9 million to $3.5 million in the first year and from $23.2 million to $43.0 million over ten years through 2012.

Cost for Veterans:

According to the Department of Defense, 12,056 Veterans served in or near the Korean DMZ between April 1968 and July 1969.  Our estimate assumes an average age of 22 for these Veterans during this period.  With general population mortality rates from the Centers for Disease Control and Prevention (CDC) applied, an estimated 10,824 were alive in 2003. 

Based on an estimated 10,824 Veterans eligible for benefits in 2003, we then considered the presumptive conditions covered by herbicide exposure.  While there are numerous diagnostic codes, there are 12 specific conditions, including: 

1. Chloracne

2. Type 2 diabetes

3. Hodgkin’s disease

4. Chronic lymphocytic leukemia (CLL)

5. Multiple myeloma

6. Non-Hodgkin’s lymphoma

7. Acute and subacute transient peripheral neuropathy

8. Porphyria cutanea tarda (PCT)

9. Prostate Cancer

10. Respiratory cancers, including cancers of the lung, larynx, trachea, and bronchus

11. Soft tissue sarcoma

12. AL Amyloidosis  

For each condition, we obtained both a prevalence and mortality rate.  Diabetes and prostate cancer were among the most prevalent conditions.  Therefore, associated costs for these conditions are significant in comparison to chloracne, peripheral neuropathy, and PCT, which have low prevalence rates and insignificant associated costs.  

These rates were then applied to the remaining population of 10,824 in order to calculate the caseload and deaths due to each condition.  Since we are unable to identify the number of Veterans who served in or near the Korean DMZ currently receiving benefits for these conditions, we estimated based on two claim rate scenarios.  We applied a 100 percent claim rate to calculate the total potential costs if all eligible Veterans with those conditions and their and survivors applied for benefits.  We also applied a 50 percent claim rate to calculate the potential costs associated with half of the potential caseload.

After calculating the potential caseloads for each scenario, for each of the conditions we applied the average payment that Veterans would receive.  Considering the numerous diagnostic codes provided by C&P service for each condition, we calculated the average degree of disability for each condition based on data from the RCS 20-0227 report (Running Awards by Degree of Diagnosis: Vietnam Conflict). 

The average degree of disability led to the average payment received by Veterans.  For example, the majority of type 2 diabetes cases are rated at 20 percent disabled and would have received an average payment of $202 per month in 2003.  COLAs commensurate with economic assumptions were factored into projected payments for out years.  While several of these Veterans may already be receiving compensation and only have a slight increase in average payment, we used the average payment for their new disability in order to project the estimate.  Finally, total Veterans’ compensation obligations are equal to the annualized average payments multiplied by the caseload for each condition.  

Cost for Survivors:

The cost of survivors’ compensation is associated with the number of service-connected Veterans’ deaths.  Based on program judgment, 50 percent of these Veterans are married.  We took half of the total Veteran deaths to arrive at our survivor population.  After aging this spouse population and assuming spouses were the same age as Veterans, we calculated an estimated total of 8 spouses at the start of 2003.  Average survivor compensation payments were applied to the spouse caseload to determine total obligations.  

Cost for Spina Bifida:

Based on historical data, there were approximately 20 spina bifida cases from children of Veterans who served in or near the Korean DMZ in 2003.  For purposes of this cost estimate, we assumed a constant caseload and applied the average spina bifida payment from the 2010 President’s Budget to the caseload to calculate obligations. 

	FY
	Veteran Caseload
	Veteran Obligations ($000s)
	Survivor Caseload
	Survivor Obligations ($000)
	Spina Bifida Caseload
	Spina Bifida Obligations ($000)
	 Total Obligations ($000s) 

	2003
	       623 
	 $       1,551 
	               4 
	 $          51 
	             20 
	 $        285 
	 $      1,887 

	2004
	       617 
	 $       1,567 
	               8 
	 $        103 
	             20 
	 $        289 
	 $      1,959 

	2005
	       611 
	 $       1,588 
	             12 
	 $        156 
	             20 
	 $        296 
	 $      2,040 

	2006
	       604 
	 $       1,629 
	             16 
	 $        212 
	             20 
	 $        303 
	 $      2,144 

	2007
	       596 
	 $       1,661 
	             20 
	 $        271 
	             20 
	 $        314 
	 $      2,246 

	2008
	       588 
	 $       1,678 
	             24 
	 $        329 
	             20 
	 $        316 
	 $      2,323 

	2009
	       703 
	 $       1,868 
	             27 
	 $        388 
	             20 
	 $        334 
	 $      2,590 

	2010
	       692 
	 $       1,848 
	             31 
	 $        447 
	             20 
	 $        334 
	 $      2,629 

	2011
	       681 
	 $       1,818 
	             34 
	 $        507 
	             20 
	 $        334 
	 $      2,660 

	2012
	       669 
	 $       1,794 
	             37 
	 $        568 
	             20 
	 $        336 
	 $      2,698 

	TOTAL
	 
	 $     17,001 
	 
	 $     3,034 
	 
	 $     3,141 
	 $    23,176 


50 Percent Claim Rate 

100 Percent Claim Rate
	FY
	Veteran Caseload
	Veteran Obligations ($000s)
	Survivor Caseload
	Survivor Obligations ($000)
	Spina Bifida Caseload
	Spina Bifida Obligations ($000)
	 Total Obligations ($000s) 

	2003
	    1,246 
	 $       3,101 
	               8 
	 $        102 
	             20 
	 $        285 
	 $      3,489 

	2004
	    1,233 
	 $       3,131 
	             16 
	 $        206 
	             20 
	 $        289 
	 $      3,626 

	2005
	    1,220 
	 $       3,172 
	             24 
	 $        312 
	             20 
	 $        296 
	 $      3,780 

	2006
	    1,205 
	 $       3,252 
	             32 
	 $        424 
	             20 
	 $        303 
	 $      3,979 

	2007
	    1,189 
	 $       3,312 
	             40 
	 $        542 
	             20 
	 $        314 
	 $      4,167 

	2008
	    1,172 
	 $       3,343 
	             47 
	 $        658 
	             20 
	 $        316 
	 $      4,317 

	2009
	    1,399 
	 $       3,716 
	             54 
	 $        774 
	             20 
	 $        334 
	 $      4,825 

	2010
	    1,375 
	 $       3,670 
	             61 
	 $        892 
	             20 
	 $        334 
	 $      4,896 

	2011
	    1,351 
	 $       3,604 
	             68 
	 $     1,011 
	             20 
	 $        334 
	 $      4,949 

	2012
	    1,324 
	 $       3,550 
	             74 
	 $     1,130 
	             20 
	 $        336 
	 $      5,016 

	TOTAL
	 
	 $     33,850 
	 
	 $     6,053 
	 
	 $     3,141 
	 $    43,044 


Potential Additional Claims
VA may receive additional claims based on the difference in the hypothetical scenarios.  If VA assumed the low range of 50 percent, then VA could experience an additional 50 percent increase in caseload if every potential beneficiary filed and received VA benefits. 
	FY
	Veteran Caseload
	Veteran Obligations ($000s)
	Survivor Caseload
	Survivor Obligations ($000)
	Spina Bifida Caseload
	Spina Bifida Obligations ($000)
	Total Obligations ($000s)

	2003
	       623 
	 $       1,551 
	               4 
	 $          51 
	             20 
	 $        285 
	 $      1,887 

	2004
	       616 
	 $       1,564 
	               8 
	 $        103 
	             20 
	 $        289 
	 $      1,957 

	2005
	       609 
	 $       1,583 
	             12 
	 $        156 
	             20 
	 $        296 
	 $      2,035 

	2006
	       601 
	 $       1,622 
	             16 
	 $        212 
	             20 
	 $        303 
	 $      2,137 

	2007
	       593 
	 $       1,651 
	             20 
	 $        270 
	             20 
	 $        314 
	 $      2,235 

	2008
	       584 
	 $       1,665 
	             23 
	 $        328 
	             20 
	 $        316 
	 $      2,309 

	2009
	       696 
	 $       1,848 
	             27 
	 $        386 
	             20 
	 $        334 
	 $      2,569 

	2010
	       683 
	 $       1,822 
	             30 
	 $        445 
	             20 
	 $        334 
	 $      2,601 

	2011
	       669 
	 $       1,786 
	             34 
	 $        504 
	             20 
	 $        334 
	 $      2,624 

	2012
	       655 
	 $       1,756 
	             37 
	 $        563 
	             20 
	 $        336 
	 $      2,654 

	Total
	 
	 $     16,849 
	 
	 $     3,019 
	 
	 $     3,141 
	 $    23,009 


Operating Costs:

Administrative Costs:  Based on the potential caseload identified, GOE costs are insignificant and the caseload has been absorbed by existing FTE.  

Contact Cheryl Flohr, Chief, C&P Budget; Sadaf Rahmani, ORM Benefits Budget Division (24).  

(Attachment 2)
Department of


  Memorandum       
Veterans Affairs
Date:  June 25, 2009

From: Chief Financial Officer (24)

Subj:  Herbicide Exposure and Korea Service Veterans

To: 
 Director, Compensation and Pension Service (21)

1. The Office of Resource Management has reviewed and concurs with the submitted impact analysis associated with C&P’s proposed changes regarding herbicide exposure for certain Korea service Veterans and spina bifida in children of Veterans with covered service in Korea.  As stated in a regulation package signed by the Chief Financial Officer on April 19, 2007, we do not anticipate additional benefit costs or savings associated with the proposed amendment.  The costs that are detailed in the attached cost estimate are included in the Compensation and Pension baseline budget.  The cost estimate is provided in response to a recent request for estimated actuals from the Department Regulation Staff and Office of Management and Budget (OMB).

2. Questions regarding this cost analysis may be directed to Sadaf Rahmani, Office of Resource Management (244A).








/s/







                                           


Jimmy A. Norris

PAGE  
2
CKRUGER/lbh  05/20/04   281   28A   28   20F  H/vrc-28/28/Kruger/GOE fund use letter


