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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:  January 31, 2013 

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AN98/WP2010-060, Payment for 
Home Health Services and Hospice Care by non-VA Providers 
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 10, 2011
(Attachment 2):  CFO Concurrence memo, dated February 10, 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-AN98/WP2010-060 

Title of Regulation:  Payment for Home Health Services and Hospice Care by non-VA Providers 
Purpose:  To determine the economic impact of this rulemaking. 
Background:  This document proposes to amend the Department of Veterans Affairs (VA) regulation and internal policy documents concerning the billing methodology for non-VA providers of home health services and hospice care.  This rulemaking would include home health services and hospice care under the VA regulation governing payment for all other non-VA health care providers.  Because the newly applicable methodology cannot supersede rates that VA has specifically contracted for, this rulemaking will only affect providers who do not have contracts with VA.  This rulemaking would also rescind internal guidance documents that could be interpreted as conflicting with this rulemaking. 

Assumptions: For the purpose of this analysis, VA assumes that the Veterans it places with skilled home care agencies at VA expense have similar clinical characteristics to the Veterans who choose to use its Medicare eligibility for skilled home health care services.  VA assumes that its provision of homemaker/home health aide services is substantially different from the non-skilled services covered by Medicare as VA does not require the presence of a skilled need to receive aide services. 

Methodology:  VA costs of purchased skilled home care were compared to Medicare Home Health Prospective Payment System (HH-PPS) reimbursement for a 60-day period.  The average VA reimbursement level per Veteran for a 60-day period was $2,537.40 in FY 2010.  The average Medicare reimbursement level for skilled home care per beneficiary was $2,312.94 in FY 2010.  This difference would mean that providers would receive $3.74 less per day from VA for a 60-day episode of care.  Significantly, the VA and the Medicare rates do not include geographic wage adjustments or case-mix adjustments.  Such adjustments could raise or lower the VA or the Medicare reimbursement levels.  Although the variation in cost or case-mix could raise or lower the VA or the Medicare reimbursement levels, the marginal difference in costs is only $224.38 over a 60-day period.
VA estimates this regulation will affect 7,818 home health care agencies.  These are skilled care agencies which are not covered by contracts.  On average, each agency provides care to 6 Veterans at VA expense.  By amending VA’s regulation and internal policy documents concerning the billing methodology for non-VA providers of home health services and hospice care, VA will experience a one-time cost savings of $10.5 million in the first year following the effective date of the rule.  

There is also a potential annual revenue loss to agencies who are not covered by contracts. The annual revenue loss per agency is estimated to be $1,346.28.  VA has determined that this potential annual revenue loss per agency will not have a significant impact on the economy or on VA’s home health and hospice agencies.  The average annual revenue for home health and hospice agencies is $4.7 million (as indicated by data from the Medicare Payment Advisory Commission as well as the Census Bureau).     

Estimated Impact:  VA has estimated that this rulemaking will result in a one-time cost savings of $10.5 million, which will be realized in the first year following the effective date of the rule.  VA has also determined that the potential annual revenue loss per agency will not have a significant impact on the economy or affect the level of care provided to veterans.  
Submitted by:

Daniel J. Schoeps

Chief, Community Care Programs

G&EC/114

Veterans Health Administration

Washington, DC

February 10, 2011
(Attachment 2)
(This memo also applies to WP2010-060/RIN 2900-AN98)
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