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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 15, 2012  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN97/WP2008-024, VA Acquisition Regulation:  Electronic Submission of Payment Requests
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):  Agencies Impact Analysis, dated February 15, 2012
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

202-461-4921
Impact Analysis for RIN 2900-AN97/WP2008-024

Title:   VA Acquisition Regulation:  Electronic Submission of Payment Requests
Purpose:  To determine the economic impact of this rulemaking. 
Background:  This document amends the Department of Veterans Affairs (VA) Acquisition Regulations (VAAR) to require electronic submission of invoices for contracts which are processed for payment by the Financial Services Center located in Austin and Waco, Texas.  This document outlines the provisions of the E-Government Act of 2002.  This document seeks to ensure that the resulting benefits from the requirement for electronic submission of invoices are realized to the maximum extent possible for both the VA and the contractor community. 

Assumptions: For every 45,000 e-Invoices received, 1 Payment Staff position is reduced ($60,753 per position).  For every 200,000 e-Invoices received, 1 Mail Staff is reduced ($50,983 per position).   
VA does not anticipate that this rulemaking will have any significant impact on the contractor community or private sector based on the historical experience of VA and other Federal agencies when implementing electronic invoice submission.

Mandatory electronic invoice submission is not new to the Federal Government. The Department of Defense, U.S. Department of the Interior, and U.S. Department of the Treasury have all previously mandated electronic invoice submission.  (DOD, 48 CFR Parts 232 and 252, Vol. 68, No. 240, 69628)

On July 7, 2009, VA published a notice, in the Federal Register at 74 FR 32223, of a class deviation to Federal Acquisition Regulation (FAR) 32.905, which added an interim electronic invoicing clause in the VA Acquisition Regulation (VAAR).  The interim clause strongly encouraged contractors to voluntarily submit invoices electronically. The notice also stated that VA intended to initiate notice-and-comment rulemaking to amend the VAAR to make electronic invoicing mandatory.  As a result of the notice, VA increased voluntary electronic invoice submission to approximately 25 percent of total volume.  No significant impact was identified during this time period. 

Potential impact to the contractor community may include the organizational effort involved with a change in existing invoice submission processes or systems.  However, any impact is not anticipated to be significant and is expected to be outweighed by the contractor’s avoidance of traditional invoicing impacts, including manual effort, postage fees, and mail supply costs. 

Under proposed VAAR 832.1003-1 and VAAR 852.273‑76 (b), electronic invoices would be submitted by the Internet using either: (1) VA’s Electronic Invoice Presentation and Payment System, or (2) any system that conforms to the American National Standards Institute (ANSI) X12 EDI formats.  VA’s Electronic Invoice Presentation and Payment System allows invoice submission through two methods.  
The first method is an internet-based webform template that expands the ability of smaller contractors to utilize electronic invoicing.  A contractor can directly upload invoice data that automatically populates VA payment systems.  The second method directly interfaces with the contractor’s billing system and transmits invoice data to VA payment systems.  The U.S. ANSI X12  is the predominant set of standards defining the structure, format, and content of business transactions conducted through Electronic Data Interchange (EDI).  ANSI X12, chartered more than 30 years ago, develops and maintains EDI standards.

In proposed VAAR 832.1003(b) and VAAR 852.273-76(e), VA proposes to include five exceptions to the mandatory use of electronic invoicing by contractors. These exceptions include payments to foreign vendors; payments resulting from classified contracts; payments resulting from emergency operations; cases where the designated agency office (DAO) is a VA organization other than the Financial Services Center in Austin, Texas; cases where the DAO does not have the electronic invoicing capability described above.
Estimated Impact:  Upon publication of the final rulemaking, VA is projected to save an estimated $2.2 million over the next five years by reducing manual invoice processing expenditures.[image: image1.emf]Cost Benefit Analysis for e-Invoicing Initiative 

Year 1 Year 2 Year 3 Year 4 Year 5

BENEFITS

e-Invoices Received 600,000 660,000 726,000 798,600 878,460

Payment Team StaffA.  810,040 $            891,044 $            980,148 $            1,078,163 $         1,185,980 $           

Mail Team StaffB.  152,949 $            168,244 $            185,068 $            203,575 $            223,933 $              

Annual total 962,989 $            1,059,288 $         1,165,217 $         1,281,738 $         1,409,912 $           

Cumulative value 962,989 $            2,022,277 $         3,187,494 $         4,469,232 $         5,879,144 $           

INVESTMENTS

Transaction FeesC.  (600,000) $           (660,000) $           (726,000) $           (798,600) $          (878,460) $             

Vendor Onboarding FeeD.  (7,500) $               (7,500) $               (7,500) $               (7,500) $              (7,500) $                 

Annual Total (607,500) $           (667,500) $           (733,500) $           (806,100) $          (885,960) $             

Cumulative Investment (607,500) $           (1,275,000) $        (2,008,500) $        (2,814,600) $       (3,700,560) $          

NET VALUE

Annual Total 355,489 $            391,788 $            431,717 $            475,638 $            523,952 $              

Cumulative Total 355,489 $            747,277 $            1,178,994 $         1,654,632 $         2,178,584 $           

Breakeven point Year 1

 ROI 58.87%

Benefit Assumptions:

A. For every 45,000 e-Invoices received, 1 Payment Staff position is reduced. ($60,753 per position)

Investment Assumptions:

B. For every 200,000 e-Invoices received, 1 Mail Staff is reduced. ($50,983 per position)

C. Transaction Fees are $1.00 per e-Invoice for every year .

D. The Vendor Onboarding Fee is $5.00 per vendor record. 


Submitted by:

Clint Loeser
Chief, Commercial Operations Division
VA Financial Services Center
February 15, 2012
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