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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:  May 25, 2010 

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN49, Payment or Reimbursement for Emergency Treatment for Certain Service-Connected Veterans and Nonservice-Connected Conditions in Non-VA Facilities
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):  Agency’s Impact Analysis, dated May 25, 2010
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

Copy Furnished to:

Bill Walsh (041F)

Director, Medical Service

Office of the Budget 

(Attachment)

Impact Analysis for RIN AN49
Title of Regulation: Payment or Reimbursement for Emergency Treatment for Certain Service-Connected Veterans and Nonservice-Connected Conditions in Non-VA Facilities

Estimated Cumulative Impact will be less than:  $41,950,000 FY11 costs. 

Background:   The Department of Veterans Affairs (VA) is proposing to amend its regulations concerning emergency hospital care and medical services provided to eligible Veterans for service-connected and nonservice-connected conditions at non-VA facilities as a result of the amendments made by section 402 of Public Law 110-387 “the Mental Health Improvements Act of 2008” enacted into law on October 10, 2008.

Section 402 of Public Law 110-387 amended 38 U.S.C. 1725(f)(1) to extend VA payment authority beyond the point of stabilization when VA cannot accept transfer of a Veteran from a non-VA facility under specified conditions. Section 402 also replaced the term “may reimburse” with “shall reimburse” in 38 U.S.C. 1725(a)(1).

Section 402(b) of Public Law 110-387 amended VA payment authority under 38 U.S.C. 1728(a) to make payment to the Veteran of the “customary and usual charges of emergency treatment” when the Veteran has made payment directly to the provider of the non-VA emergency treatment.

Section 402 of Public Law 110-387 removed the definition of emergency services in 38 U.S.C. 1728 and replaced it with the definition in 38 U.S.C. 1725 applying the same definition for emergency care for all episodes of unauthorized emergency care. 

 Accounting Statement:

In July 2008, VA employed the definition of “emergency services” as provided by 38 U.S.C. 1725 for evaluating claims for emergency services submitted under 38 U.S.C. 1728. Analysis of disbursements authorized under 38 U.S.C. 1728 for fiscal year 2008 showed a 5% increase in the ratio of total disbursements to the full DRG for inpatient care over previous fiscal years disbursements. The increase was attributed to this change.

Public Law 110-387 was implemented at the beginning of calendar year 2009; therefore analysis of disbursements and claims submitted compared to previous years should provide a basis for assessing costs associated with implementation of the changes mandated by Public Law 110-387.  Non-VA providers and Veterans submitted claims for payment of emergency care service under 38 U.S.C. 1728 and 1725 totaling over $2.2 billion dollars during fiscal year 2009, an increase of $260 million dollars over the previous fiscal year. Disbursements under 38 U.S.C. 1728 and 1725 totaled over $490 million for fiscal year 2009, an increase of $65 million over the previous fiscal year. Analysis of the disbursements authorized under 38 U.S.C. 1728 for fiscal years 2009 showed a 4% increase in the ratio of the full DRG for inpatient care to total disbursements, over the previous fiscal year’s disbursements. The increase was attributable to this change. A corresponding 3% increase in disbursements under 38 U.S.C. 1725 was also attributed to this change. 

The provision in Public Law 110-387 to reimburse Veterans for the “customary and usual charges of emergency treatment” when the Veteran has made payment directly to the provider of non-VA emergency treatment is expected to have little impact on total expenditures.  Veterans typically submit claims for emergency care to VA for payment, especially when the bill is for inpatient care or includes services with a high dollar value that cannot be easily paid out of pocket.  Analysis of reimbursements issued to Veterans for emergency episodes of care under 38 U.S.C. 1728 and 1725 amounted to approximately 7/100th of one percent of VA disbursements for 2008 and 2009  [2008 = $464,420; 2009 = $352,887] 

For the purposes of this cost estimate current expenditures and utilization under VA regulatory authorities were used to determine the estimated future expenditures resulting from the regulatory change.  The following assumptions were used to arrive at a projected savings estimate: 

· Data used is based on total claims and expenditures for non-VA emergency services processed during 2006, 2007, 2008, and 2009 obtained from the VSSC data base.

· The projected number of enrolled Veterans was obtained from VA Veteran Population and End of Year (EOY) Enrollment Projection statistic.  

· The number of projected Veteran users was based on a ratio of unique users for inpatient and outpatient emergency care services under 38 U.S.C. 1728 and 1725; and the VA enrollment statistics for the corresponding years.

· 0.16% for inpatient and ancillary users under 38 U.S.C. 1728

· 0.35% for inpatient and ancillary users under 38 U.S.C. 17.25

· 0.45% for outpatient users under 38 U.S.C. 1728

· 1.05% and 1.10% for outpatient users under 38 U.S.C. 1725

· An anticipated inflation rate of 3.5% 2008-2011, 3.7% 2012, and 3.8% thereafter was used.

· The ratio of the number of unique Veterans receiving emergency care services to enrolled veterans for this analysis was projected to remain constant during the years covered by this analysis. 

· For inpatient services under 38 U.S.C. 1725 and 1728 ratios of full DRG allowable amount to disbursements to determine the estimated increase in disbursements resulting from the proposed regulatory change.

· Under 38 U.S.C. 1728 the increase over the 2009 disbursement rate is estimated at 4%.  The current ratio of total disbursements to the full DRG which is 89%. The 4% increase reflects future disbursements resulting from increased notification to VA of emergency admissions to non-VA hospitals as medical providers and Veterans become more informed about this policy change. 

· Under 38 U.S.C. 1725 the increase over the 2009 disbursements is also estimated at 4%. The current ratio of total disbursements to the maximum allowable rate of 70% of the full DRG is 85%. The 4% increase reflects future disbursements under 1725 for the reasons previously stated for 1728. (Under 38 U.S.C. 1725  payment is limited to the lesser of: the amount the Veteran is personally liable for or 70% of the Medicare rate (based on full DRG for most inpatient claims). 

· The payment of additional days of inpatient care under 38 U.S.C. 1725 and 1728 will also result in additional payment by VA for ancillary care (professional services).  A 4% increase in ancillary charges over the 2009 rate was used to estimate increased disbursements for ancillary care.

· The maximum potential cost (the difference between 100% of the full DRG and the current ratio of total disbursements under 38 U.S.C. 1725 and 1728 was not used because notification will never be 100% and transfer to VA will occur whenever possible.  

· Certain variables which were not quantifiable from data available for this analysis, such as: submission of claims for episodes of care that were not emergent, failure to notify VA promptly upon stabilization to facilitate transfer, NSC Veterans with insurance coverage, etc.. are expected to decrease actual disbursements resulting from the proposed change. 

· Veterans eligible for reimbursement of the cost of emergency care services under 38 U.S.C. 1703 are familiar with the requirement to notify VA prior to discharge or within 72 hours of admission for reimbursement of emergency care costs and transfer to VA.  Increased prompt VA notification resulting from this familiarity is expected to minimize increases of inpatient and ancillary costs for 38 U.S.C. 1728 for the proposed regulatory change.

· No increase in disbursements is expected for outpatient services under 38 U.S.C. 1728 from the proposed regulatory change, since Veterans are usually discharged from outpatient care prior to VA notification of the episode of emergency care and there is little opportunity for VA to transfer the Veteran to VA.

· No increase in disbursements is expected for outpatient services under 38 U.S.C. 1725 from the proposed regulatory change, since Veterans are usually discharged from outpatient care prior to VA notification of the episode of emergency care and there is little opportunity for VA to transfer the Veteran to VA.

	Fiscal Year
	Maximum estimated increased costs resulting from proposed regulatory change

	2011
	$41,949,000   

	2012
	$44,564,000  

	2013
	$47,709,000

	2014
	$49,984,000

	2015
	$52,249,000

	Maximum estimated cost change
	$236,455,000


Submitted by:
Joseph Enderle

National Fee Program Manager

VHA CBO Purchased Care/165

Dated:  May 25, 2010
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