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VA 
	      U.S. Department 

  of Veterans Affairs


Office of the General Counsel




In Reply Refer To: 02REG Washington DC 20420

Date:  November 19, 2013  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AO84, Specially Adapted Housing Eligibility for Amyotrophic Lateral Sclerosis Beneficiaries
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 November 13, 2013
(Attachment 2):  CFO Concurrence memo, dated March 14, 2013
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

(Attachment 1)

Impact Analysis for RIN 2900-AO84

Title of Regulation:  Specially Adapted Housing Eligibility for Amyotrophic Lateral Sclerosis Beneficiaries
Background:  In a document published in the Federal Register on December 20, 2011 (76 FR 78823), VA amended its regulations pertaining to the percent disability evaluation for any Veteran with service-connected Amyotrophic Lateral Sclerosis (ALS).  As of January 19, 2012, 38 Code of Federal Regulations (CFR) § 4.124a, provides a 100 percent disability evaluation for any Veteran who is service-connected for ALS.  VA determined that assigning a 100 percent evaluation in all cases eliminates the need to reevaluate Veterans with ALS repeatedly over a short period of time as the condition worsens and inevitably progresses to total disability.  The change was necessary to adequately and efficiently compensate Veterans who suffer from this progressive, untreatable, and fatal disease.  However, the change did not specifically address corresponding eligibility for SAH benefits.  

Therefore, VA is amending its adjudication regulation regarding specially adapted housing (SAH).  The amendment authorizes automatic issuance of a certificate of eligibility for SAH to all Veterans rated with service-connected amyotrophic lateral sclerosis.  The justification for this change is that ALS is a progressive, totally debilitating, and irreversible disease.  By shortening the first stage of the SAH process (application for a certificate of eligibility for SAH), this regulatory change will assist Veterans suffering from ALS in adapting their homes before their condition becomes too debilitating or fatal.  

Estimated Total Cost:  Benefit costs to the Readjustment Benefits account are estimated to total $32.2 million during the first year and $91.9 million for five years.  

	Fiscal Year
	Caseload
	Obligations ($ in 000’s)

	2014
	659
	$32,204 

	2015
	359
	$17,950 

	2016
	302
	$15,465 

	2017
	253
	$13,297 

	2018
	240
	$12,936 

	5-Year Total
	 
	$91,853 



Methodology:  This regulation change will expand the number of eligible Veterans by establishing a presumption of SAH eligibility for all Veterans with service-connected ALS.  Data provided by the Office of Performance Analysis and Integrity identified that there were 935 ALS-rated Veterans added to the compensation rolls in FY 2012.  This number of Veterans added to the rolls in FY 2012 was expected to remain constant until FY 2014 before decreasing slightly in the out-years, based on recent trends.  Based on historical data, the percentage of these ALS-rated Veterans who apply for SAH benefits is approximately 52.5 percent.  Applying this percentage to the projected 935 Veterans added to the rolls results in an estimated 491 ALS-rated Veterans applying for SAH grants in FY 2014.  Applying the historical SAH grant approval rate of 68.0 percent  results in an estimated 334 grants approved in FY 2014.  This is the number of SAH grants estimated for ALS-rated Veterans in FY 2014 prior to this rulemaking.

As a result of this rulemaking, the net increase in SAH grants in FY 2014 is estimated to be 302.  This net increase was calculated by applying the same 68 percent grant approval rate to all 935 ALS-rated Veterans, which results in 636 Veterans receiving SAH grants in FY 2014.  The resulting net increase in FY 2014 SAH grants is 302 (935 x 68% = 636 – 334 = 302).

Our analysis of VA ALS-ratings shows that despite initial ratings in the 1,100-1,300 range annually in FY 2010 and FY 2011, cases declined to 935 in FY 2012.  We believe the initially higher figures were due to the presumption of service-connection for ALS and the influx of pent-up demand.  VBA anticipates an initial increase from 935 due to the outreach efforts VA would make to raise awareness in the Veteran community about ALS/SAH, and another influx from Veterans who were previously unaware of the benefit.  After that pent-up demand is realized, VBA expects caseload would plateau and ultimate decline over the 10-years to lower annual number.   

Additionally, LGY estimates that the automatic issuance of a certificate of eligibility for SAH for service-connected ALS will, on average, result in an ALS-rated Veteran receiving an SAH grant one year sooner.  The primary impact of this shift is realized in FY 2014, because the number of approved grants in FY 2015 (357) will be shifted one year earlier to FY 2014.  The estimated approved grants in FY 2014 (302) cannot be shifted retroactively into FY 2013, resulting in an estimated total increase of 659 (302+357) approved SAH grants in FY 2014.  

Costs were calculated by utilizing LGY’s assumptions for increased SAH grants and multiplying by the estimated average SAH grant from the FY 2014 President’s Budget ($48,867.09 in FY 2014 and projected with the cost-of-construction index in the out-years).


Administrative Costs (LGY):  GOE costs for the first year are expected to be $2.3 million and include salary, benefits, travel, motor pool, rent, other services, supplies, and equipment.  Five-year costs are estimated to be $16.7 million. 

GOE Costs:

	Fiscal Year
	FTE
	Obligations ($000)

	2014
	15
	$2,252 

	2015
	24
	$3,460 

	2016
	24
	$3,553 

	2017
	24
	$3,649 

	2018
	24
	$3,748 

	5-Year Total
	 
	$16,662 


IT Costs:  Estimated IT costs for the first year are $.1 million.  Five-year costs are estimated to be $.5 million.  This includes the IT equipment for FTE, installation, maintenance, and IT support.       

IT Costs:

	Fiscal Year
	FTE
	Obligations ($000)

	2014
	15
	$97 

	2015
	24
	$98 

	2016
	24
	$100 

	2017
	24
	$102 

	2018
	24
	$104 

	5-Year Total
	 
	$501 


Methodology and Assumptions: GOE costs were developed using 15 GS-11 and GS 12 Specially Adapted Housing (SAH) Agents FTE in FY14.   Since FY 2014 had begun at the time of the estimate, and since hiring would take place at different times during the year, the full cost of the 24 FTE is not realized until Year 2.  FTE would increase to 24 in FY15 and the out years. FTE costs were developed using OPM Salary Tables and VBA’s average locality pay. Standard rates were applied for benefits, rent, supplies and equipment. Travel was estimated at 8 weeks for training and job-related requirements per SAH Agent in the 1st year and 12 weeks per SAH Agent starting in FY 15.  All other non-pay costs were developed based upon program requirements.  The IT estimate is provided on behalf of OI&T using standard equipment, installation, and maintenance costs.  FTE projections were based on the total number of grant-processing hours required to complete the total number of grants projected for the 5-year period. We did not correspond a required FTE number to an individual grant projection for each year, Rather, we used an average grants/year figure spread over the 5 year period.  Because it is difficult to decrease staffing levels, and because SAH case processing often overlaps FY boundaries, we thought it more appropriate to smooth the # of FTE required into an average-grant-per year number.  The alternative would have been to allocate 51FTE in year 1 (to handle the 659 grants), decrease that number in year 2 to 28 (to handle 359 grants), and decrease to 18 FTE in year 5 (to handle 240 grants).  We would not hire 51 in year 1 and then lose 33 FTE by year 5. As the ALS grant workload begins to plateau, VA will utilize these trained SAH Agents as experts within the SAH grant program, providing continued grant case management and assistance to SAH Veterans.  We note that the total number of grants and total number of grant processing hours for the time period still nets out.  

Administrative Costs (Compensation Service):  This rulemaking will simplify the adjudication process and automatically issue SAH certificates of eligibility for Veterans service-connected for ALS at 100 percent.  
Contacts:  Please contact Brad Dutton, ORM Benefits Budget Division (244) for questions regarding the mandatory cost estimate.  For questions and comments regarding the administrative cost estimate, please contact Scott Meier, ORM Discretionary Budget Division.  
November 13, 2013
(Attachment 2)
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