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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:  December 9, 2009  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN55, Reimbursement Offsets for Medical Care Systems
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 November 18, 2009
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 2900-AN55 
Title of Regulation: Reimbursement Offsets for Medical Care Systems
Purpose:  To determine the economic impact of this rulemaking. 
Background:  The Department of Veterans Affairs (VA) is proposing to amend its regulations concerning the reimbursement of medical care and services delivered to veterans for non-service connected conditions.  This rulemaking will add a new section to 38 CFR part 17 prohibiting automatic reimbursement offsets by third party payers. Currently, VA has no rule prescribing the practice of third party payers unilaterally adjusting future reimbursement on amounts owed to VA until an alleged overpayment is paid in full. The intended effect of the rulemaking is to prohibit the practice of third party payers from unilaterally offsetting monies owed to VA for medical care or services provided under 38 CFR part 17 due to an alleged overpayment without providing adequate notice to VA regarding the specific details of the overpayment.   

Assumptions: The elimination of reimbursement offsets (also referred to as retractions) from third party payers improve the accuracy of veteran’s accounts as adjustments can be more easily tracked in VA’s financial systems.

· In FY2006, FY2007, FY2008, third party reimbursement offsets were estimated to account for $23.5 million, $23.8 million, and $24.5 million, respectively – or approximately 2 percent of total third party collections.  Third party offsets vary widely by VISN in FY 2008 ranging from an estimate of $430,000 in VISN 22 to $2.6 million in VISN 8. 

	VISN
	Fiscal Year 2006 Estimated Offset
	Fiscal Year 2007 Estimated Offset
	Fiscal Year 2008 Estimated Offset

	VISN1
	$1,111,494
	$966,861
	$1,141,700

	VISN2
	$421,610
	$444,623
	$480,320

	VISN3
	$1,001,216
	$1,070,505
	$1,202,393

	VISN4
	$736,157
	$704,045
	$705,409

	VISN5
	$527,485
	$584,888
	$597,523

	VISN6
	$1,436,626
	$1,547,681
	$1,508,560

	VISN7
	$1,728,009
	$1,613,128
	$1,497,406

	VISN8
	$2,170,513
	$2,228,867
	$2,578,362

	VISN9
	$1,887,716
	$1,868,961
	$1,781,539

	VISN10
	$483,018
	$484,781
	$559,978

	VISN11
	$1,293,304
	$1,274,987
	$1,213,184

	VISN12
	$1,169,084
	$1,282,023
	$1,349,842

	VISN15
	$1,630,664
	$1,778,407
	$1,768,369

	VISN16
	$1,819,537
	$1,878,868
	$1,762,350

	VISN17
	$779,474
	$912,153
	$901,044

	VISN18
	$521,588
	$511,728
	$495,856

	VISN19
	$969,852
	$954,215
	$992,886

	VISN20
	$612,088
	$683,995
	$811,202

	VISN21
	$758,141
	$820,296
	$998,972

	VISN22
	$387,085
	$373,741
	$430,143

	VISN23
	$2,019,149
	$1,821,453
	$1,686,563

	National
	$23,463,810
	$23,806,205
	$24,463,600


· Forecasting model used to estimate third party reimbursement offsets took into account two primary factors: (1) payer mix, and (2) hospital size. The top three payers in third party collections estimated to account for two-thirds of total third party reimbursement offsets. Data collection efforts on third party reimbursement offsets in VISN 9 revealed that the dollar amount of these offsets varied by size of hospital – the ratio of offsets to collection were generally larger as the size of the VA medical center increased.


· Sensitivity analysis of assumptions used to estimate third party reimbursement offsets show that varying assumptions did not significantly alter the estimates for these offsets – totals of the preferred option compared with the alternative approach varied by less than 5 percent. 

Methodology: Detailed reviews of business processes representative of other VA Medical Centers and their associated costs were conducted at three primary locations:  (1) VA Mid-Atlantic Consolidated Patient Account Center (MACPAC), (2) the MidSouth Customer Accounts Center, and (3) the Washington D.C. VA Medical Center. Combined, these locations accounted for one-fifth of third party reimbursement offsets.  Primary data collection on the total volume of third party reimbursement offsets was conducted at MidSouth Customer Accounts Center for FY2008, and extrapolated for other VA medical centers and fiscal years. 
Estimated Impact: This regulatory change will have little or no economic impact. We are implementing statutory provisions and improving current VA practice on how to account for reimbursement offsets into our regulations. Implementing this change will improve current VA business practice and improve the accuracy of veteran’s accounts as adjustments can be more easily tracked in VA’s financial systems under these provisions. Specifically, staff at the locations visited indicated that prohibiting these offsets would provide the following benefits: 

· Improved financial internal controls. Offsets cause an internal control problem for managers to track related offsets and refunds from a third party payer based on VA’s computers systems and current business processes.  Staff at one of the sites commented that this area is recognized vulnerability with “limited or no oversight”, as there is potential for a third party payer to both receive a refund and unilaterally use offsets to adjust future reimbursement amounts owed to VA for the same transactions.

· Improved customer relations as veterans’ accounts are kept more accurate. Patient (veteran) calls will decrease given that offsets can cause many accounts to be adversely affected by these dollar adjustments. VA staff at some locations adjust balances to account for third party offsets without regard to whether their actions affect veterans’ deductible and copayment amounts.

· Provides a verifiable audit trail that can accurately document the amount and reasons for refunds to the third party payers for purposes of VA compliance reviews and audits by internal and external organizations. 

Eliminating automatic offsets and allowing a structured process to verify alleged overpayments will improve VA staff’s ability to investigate the validity of adjustments by third party.

Submitted by:

Name: Anthony Norris

Title:   Program Analyst

Office: Chief Business Office

Date:  November 18, 2009
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