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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:  February 24, 2011
From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN81(P), VA Homeless Provider Grant and Per Diem Program
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 February 9, 2011
(Attachment 2):  CFO Concurrence memo, dated February 23, 2011
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 1)

Impact Analysis for RIN 2900-AN81(P)
Title of Regulation: VA Homeless Provider Grant and Per Diem Program
Purpose:  To determine the economic impact of this rulemaking. 
Background:  We are revising the regulations concerning the VA Homeless Providers Grant and Per Diem Program to provide clarification and conformity in the interpretation, implementation, and application, of the provisions of 38 CFR 61 .1 through 61.82.  This includes the following:  

Making changes to and adding definitions to provide better clarity to part 61 in 38 CFR.

· Revising the term and use of capital lease agreements.  

· Emphasizing provisions of the grant award regarding the occupancy of grant awarded beds. 

· Clarifying application threshold provisions to ensure applicant entities are eligible and to determine if potential applicants have failed to establish previous grants awarded under this part or have had previous grants terminated for poor performance. 

· Revising the rating criteria for capital and non-capital grant applications and the minimum points necessary to be fundable from 600 cumulative points to 750 cumulative points out of a possible 1000.  

· Revising the criteria for the rating of vans.  

· Clarifying the mechanisms for the transfer of a grant award when a previously awarded recipient can no longer provide the services and housing. 

· Revising the Special Need grants criteria by linking it to capital and non-capital grants, and adjusting the applications and the minimum points necessary to be fundable from 300 cumulative points to 800 cumulative points out of a possible 1000; in order to simplify and provide continuity to the application and payment processes. 

· Providing additional provisions to ensure technical assistance recipients offer individual or group instruction to nonprofit community providers with regard to grant writing elements and are free from potential conflicts of interest with the agencies they serve. 

· Revising financial management compliance guidance to recipients.  

· Revising the amount of time for operation under 61.67 for housing and vans.  

· Clarifying provisions for the disposition of property and equipment when grantees choose to withdraw or are terminated for non-performance. 

· Providing additional provisions to ensure grant recipients provide performance reports, monitor progress, and report adverse events.

· Changing the terms rent and fees to “fee/ participant” and “fee/extracurricular” to provide legal flexibility to grant recipients and distinguish and clarify what constitutes each.

· Clarifying provisions for the use of lease / program agreements between grant recipients and program participants. 

Assumptions: This rule will not change the number of grant applications selected for funding at VA.  Grant round funding is based on existing appropriations to VA and the subsequent fund allocations to the Grant and Per Diem Program.  The costs of special need grants will also not increase by this rule as this is what VA currently averages for special need payment and capital programs.  

Current Authority.  Based on the current authority and only supporting those projects that currently have Special Need Grants VA estimates it would cost the following: 

	 
	Current Beds
	Special Need Award
	Occupancy Rate
	Estimated Per Diem Rate
	Annual Per Diem Payment
	Total

	2011
	454
	$4,899,050 
	80%
	$38.90 
	$4,899,050 
	$9,798,101 

	2012
	454
	$5,095,516 
	80%
	$40.46 
	$5,095,516 
	$10,191,032 

	2013
	454
	$5,299,538 
	80%
	$42.08 
	$5,299,538 
	$10,599,077 

	2014
	454
	$5,511,117 
	80%
	$43.76 
	$5,511,117 
	$11,022,234 

	2015
	454
	$5,731,511 
	80%
	$45.51 
	$5,731,511 
	$11,463,022 

	2016
	454
	$5,960,721 
	80%
	$47.33 
	$5,960,721 
	$11,921,443 

	2017
	454
	$6,198,747 
	80%
	$49.22 
	$6,198,747 
	$12,397,494 

	* It is assumed that the average program will bill at 95% of the maximum per diem rate identified above in the Projected Per Diem Rate Column.


New authority so that grants and special need payments can be paid to new grantees who only deal with special needs. 

	FY
	Operational Beds by End of FY
	Bed Occupancy Rate
	Projected Per Diem Rate
	Total Special Need Funding
	Capital Construction Costs
	Total
	Notes

	2011
	454
	80%
	$77.80 
	$9,798,101 
	 
	$9,798,101 
	 

	2012
	454
	80%
	$80.92 
	$10,191,032 
	$5,000,000 
	$15,191,032 
	Offer a $5 million capital grant/ PDO round to create 250 new Special Need beds

	2013
	454
	80%
	$84.16 
	$10,599,077 
	$5,000,000
	$15,599,077 
	Offer a $5 million capital grant/ PDO round to create 250 new Special Need beds

	2014
	640
	80%
	$87.52 
	$15,537,951 
	$5,000,000
	$20,537,951 
	Offer a $5 million capital grant/ PDO round to create 250 new Special Need beds

	2015
	830
	80%
	$91.02 
	$20,956,627 
	 
	$20,956,627 
	 

	2016
	1018
	80%
	$94.66 
	$26,731,340 
	 
	$26,731,340 
	 

	2017
	1200
	80%
	$98.44 
	$32,768,707 
	 
	$32,768,707 
	 

	* It is assumed that the average program will bill at 95% of the maximum per diem rate identified above in the Projected Per Diem Rate Column.


Savings will be realized through reduced in-patient costs, providing secure housing settings for those enrolled in outpatient programs, and increased new-user access.  

The average cost of a inpatient psychiatry bed is $1,087 per day.

The average cost of a GPD bed is $30 per day with a maximum of $38.90.

The average cost of a GPD Special Need bed is $77.80.

The GPD Program estimates that by making these types of housing placement options available the average length of stay of a homeless mental health patient could be shortened by at least 10 days. 

The table below represents a portion of the savings realized to VA by shortening the length of an inpatient hospital stay by 10 days.  Additionally, if a GPD Special Need bed turns over 3 times per year the savings could be approximately $13.9 million.

	Current Special Need Beds
	Daily Cost of Inpatient Psychiatry Bed
	Daily Cost of Special Need Bed
	Difference
	Potential Savings of Inpatient Hospital Costs per 10 days

	454
	$1,087
	$78
	$1,009
	$10,090


Methodology: Per diem rate was calculated as twice projected VA State Home rate to ensure services needs for these populations could be funded.  FY 2012 funding would include a capital grant to create projects.  Once projects are funded in the initial year, approximately 50 beds per year would come on line.  Bed numbers would sequentially increase for the 5-year period.  The grant award process comes directly from the current language of the statue and is in the current regulation.  38 U.S.C. §§ 8 U.S.C. 501, 2002, 2011, 2012, 2061, 2064, 7721 note; and 38 CFR §§ 61.1-61.82.

Estimated Impact:  We have determined that there “are” costs or savings associated with this rulemaking.  However, these costs have no economic impact as they must be taken from existing appropriations to VA and the subsequent fund allocations to the Grant and Per Diem Program.  Costs and savings are actually redistributed within the existing programs.  
Submitted by:

Guy Liedke, PhD

Program Analyst

VA Grant Per Diem Field Office

2/9/11
(Attachment 2)
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