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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:  September 8, 2010
From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN64, Clothing Allowance.
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 March 31, 2010
(Attachment 2):  CFO Concurrence memo, dated March 30, 2010
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)

Impact Analysis for RIN 2900-AN64
Title:  Clothing Allowance

Purpose:  To determine the economic impact of this rulemaking. 
Background:  The U.S. Court of Appeals for the Federal Circuit (Court) held in Sursely v. Peake, 2008-7090, January 7, 2009, that the plain language of 38 U.S.C. § 1162 allows for more than one annual clothing allowance if the veteran uses multiple qualifying appliances or medication that tends to wear out/tear or irreparably damage the veteran’s clothing and/or outer garments.  

Since the Court held that § 1162 allows for more than one annual clothing allowance, VA must amend the language in 38 CFR § 3.810 to provide for more than one annual clothing allowance when a veteran’s use of multiple qualifying appliances and/or use of medication causes unique and separate damage to the veteran’s clothing and/or outer garments.  

This rulemaking will allow veterans with qualifying conditions to receive more than one annual clothing allowance, up to a maximum of four clothing allowances annually.  
Assumptions:  The Department of Veterans Affairs currently pays one annual clothing allowance for a service-connected condition when the Secretary determines that the veteran’s use of a qualifying appliance or prescription medication either wears out/tears the veteran’s clothing or irreparably damages the veteran’s outer garments.  
VA also proposes to pay a second annual clothing allowance for a service-connected condition of the lower extremities where a qualifying appliance is used, and the Secretary determines that the appliance tends to hasten wear and tear on the veteran’s clothing.  VA further proposes to pay a third clothing allowance for a service-connected condition of the torso where a qualifying appliance such as a back brace is used, and the Secretary determines that the appliance tends to hasten wear and tear on the veteran’s clothing.  VA also proposes to pay a fourth clothing allowance for a service-connected condition of the skin where prescription medication irreparably damages the veteran’s outer garments.  

Methodology:  According to VBA’s Office of Performance Analysis and Integrity (PA&I), there were 1,595 clothing allowance awards in FY 2008 that had two or more disabilities identified by specific diagnostic codes.  
For purposes of this estimate, Compensation Service conducted an analysis of cases involving the veterans with upper extremities, lower extremities, and trunk disabilities.  The analysis resulted in VA assuming that it is likely that a veteran will be eligible for up to four separate clothing allowances.   We also assumed a constant caseload of 1,595 for all out years.  Therefore, VA assumes that this caseload of veterans may receive an additional three clothing allowances beyond the one that is currently authorized and funded.  Obligations were calculated by applying the caseload (1,595) to the clothing allowance payment ($716.00) adjusted by the cost of living each year and multiplied by three.

	Fiscal Year
	Caseload
	Obligations ($000s)

	2012
	            1,595 
	 $           3,426 

	2013
	            1,595 
	 $           3,464 

	2014
	            1,595 
	 $           3,533 

	2015
	            1,595 
	 $           3,604 

	2016
	            1,595 
	 $           3,676 

	Total
	 
	 $         17,703 


Estimated Impact:  Benefit costs are estimated to be $3.4 million during the first year, and $17.7 million over five years.  
Contact:  

Pam Miller, Section Chief, Compensation Budget Staff 

Date: March 31, 2010

(Attachment 2)
 Department of


 Memorandum       


Veterans Affairs

Date:  March 30, 2010

From: Acting Chief Financial Officer (24)

Subj:  Clothing Allowance

To: 
Director, Compensation and Pension Service (21)

1. The Office of Resource Management has reviewed and concurs with the submitted impact analysis (AN64) associated with C&P’s changes regarding the payment for more than one annual clothing allowance when a veteran’s use of multiple qualifying appliances and/or use of prescription medications cause unique and separate damage to the veteran’s clothing and/or outer garments.  The costs are detailed in the attached cost estimate.  
2. Questions regarding this cost analysis may be directed to Sadaf Rahmani, Office of Resource Management (244A).








/s/






James Manker
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