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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:  June 5, 2013  

From:	Chief Impact Analyst (02REG)

Subj:	Economic Impact Analysis for RIN 2900-AO88/WP2013-003, Per Diem Paid to States for Care of Eligible Veterans in State Homes


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 June 3, 2013
(Attachment 2):  CFO Concurrence memo, dated June 5, 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-AOxx/WP2013-003


Title of Regulation: Per Diem Paid to States for Care of Eligible Veterans in State Homes

Purpose:  To determine the economic impact of this rulemaking. 

Background: The Department of Veterans Affairs (VA) proposes to reorganize, update, and, based on revisions to statutory authority, clarify its regulations that govern paying per diem to State Homes (SVH) providing nursing home and Adult Day Health Care (ADHC) to eligible Veterans.  The reorganization will improve consistency and clarity throughout these State Home programs.  We propose to revise the regulations applicable to ADHC programs so that states may establish diverse programs that better meet participants’ needs for socialization and maximize their independence.  Currently, we require states to operate these programs exclusively using a medical supervision model.  We expect that these liberalizing changes will result in an increase in the number of states that have ADHC programs.  We also propose to establish new regulations governing the payment of per diem to State Homes providing domiciliary care to eligible Veterans, because the current regulations are inadequate.  Moreover, we propose to eliminate the regulations governing per diem for State Home Hospitals because there are no longer any State Home Hospitals.  In general, this rulemaking is consistent with current regulations and policies, and we do not expect that these proposed rules would have a negative impact on State Home facilities; rather, we believe that these proposed regulations will clarify current law and policy, which should improve and simplify the payment of per diem to State Homes, and encourage participation in these programs.

Assumptions:  This rulemaking would provide the latitude for SVH to provide either social or medical model ADHC services, a decision that would be made by each state.  We expect a gradual increase in the number of SVH’s to provide ADHC services more geared toward the social model program.  Currently, there is only one SVH facility providing ADHC services.  

Methodology:  The only SVH facility providing ADHC services geared toward the social model program is located in Stony Brook, NY (VISN 3).  To determine the economic impact of this rulemaking, FY2012 data from the Stony Brook Nursing Home was used as the basis for this impact analysis.  

	
	Avg. Daily Census FY2012
	Total days of care FY2012
	Per Diem Cost FY2012
	Total Cost FY2012

	Stony Brook
Nursing Home
	34
	3,132
	$ 104.32
	$ 11,108,828

	Stony Brook ADHC
	29
	7,279
	$ 75.67
	$15,973,256

	National SVH
	20,820
	365
	$ 105.03
	$798,154,479




By enabling SVH’s to provide either social or medical model ADHC services, there would be a gradual increase in the number of SVH’s that would offer an ADHC program.  
VA estimates that there will be one new SVH facility developed and recognized annually that will offer the ADHC program.  Once a facility is built or begins offering ADHC program and has at least 21 participants or 50% capacity (whichever is less), VA would conduct a recognition survey.  After completion of the survey, it can take up to nine months for the concurrence process to obtain final approval.  Because of the length of time needed to obtain recognition of either a medical or social model ADHC facility, the cost impact is based on fiscal years FY2014 through FY2018.   

As a result of increased ADHC programs and SVH’s, VA would experience an increase in the number of Veterans who are not currently in nursing home care, but would benefit from an ADHC program. This potential increase of Veterans seeking and enrolling in ADHC services would gradually increase VA’s per diem costs to provide the additional ADHC services.  

The projected number of Veterans to enroll in an ADHC program is estimated to be (36) thirty six in FY2014.  These averages are based the Average Daily Census (ADC) from the Stony Brook facility.  The ADHC Per Diem amount is estimated to be $79.24 in FY2014 and $83.26 in FY2015 as shown in the FY2014 Budget Submission.    Beginning in FY2016, the per diem amounts are cumulative and include a 3.9% increase annually. 

	Fiscal Year
	SVHs to Offer ADHC Services
	Increase of Veterans enrolled in ADHC Program (ADC)
	Days of Care in the FY
	State ADHC Per Diem 
	Total Annual Cost

	FY14
	1
	36
	251
	$79.24 
	$716,013 

	FY15
	2
	39
	251
	$83.26 
	$815,032 

	FY16
	3
	42
	252
	$86.51 
	$915,592 

	FY17
	4
	56
	251
	$89.88 
	$1,263,366 

	FY18
	5
	70
	251
	$93.39 
	$1,640,797 

	5-Year Total
	15
	243
	1,256
	-
	$5,350,799 


Note: Numbers may not add due to rounding

Based on historical data and information, many Veterans currently in a Nursing Home setting would rather be or are more suited for an ADHC setting.  Therefore, VA assumes that the same number of Veterans that would enroll in the ADHC program (as reflected in the chart above) would no longer seek or need nursing home services.  This would create cost avoidance to VA because the per diem costs and number of days spent for nursing home services are higher than that of the ADHC services.  The State Nursing Home Per Diem amount is estimated to be $125.04 in FY2014 and $132.62 in FY2015.  Beginning in FY2016, the per diem amounts are cumulative and include a 3.9% increase annually. 
 





	Fiscal Year
	Veterans to seek State ADHC in lieu of State Nursing Home Care
	Annual Avg. days for State Nursing Home Care
	State Nursing Home Per Diem 
	Annual Costs for State Nursing Home Care

	FY14
	36
	365
	$125.04 
	$1,643,026 

	FY15
	39
	365
	$132.62 
	$1,887,846 

	FY16
	42
	366
	$137.79 
	$2,118,141 

	FY17
	56
	365
	$143.17 
	$2,926,315 

	FY18
	70
	365
	$148.75 
	$3,800,551 

	5-Year Total
	210
	1,826
	- 
	$12,375,878 


  Note: Numbers may not add due to rounding

As a result, VA would experience a cost avoidance of $927,013 in FY2014 and $7,025,079 over a five year period.  


	Fiscal Year
	Annual Costs for State ADHC Services
	Annual Costs for State Nursing Home Services
	Annual Potential Savings in State NH Care to VA

	FY14
	$716,013 
	$1,643,026 
	($927,013)

	FY15
	$815,032 
	$1,887,846 
	($1,072,814)

	FY16
	$915,592 
	$2,118,141 
	($1,202,549)

	FY17
	$1,263,366 
	$2,926,315 
	($1,662,949)

	FY18
	$1,640,797 
	$3,800,551 
	($2,159,754)

	5-Year Total
	$5,350,799 
	$12,375,878 
	($7,025,079)


Note: Numbers may not add due to rounding

Estimated Impact:  Factoring in the cost avoidance to the costs associated with the newly increased ADHC services, yields a potential $927,013 savings to VA in FY2014 and $7,025,079 savings over a five year period.  These savings are based on a high end volume estimate.  

Submitted by: 
Patrick O’Keefe, Program Analyst
Geriatrics and Extended Care (10P4G)
Department of Veterans Affairs
Washington, DC
June 3, 2013




(Attachment 2)
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