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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:  May 3, 2011  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AO05/WP2010-040, Medical Benefits 
For Newborn Children of Certain Woman Veterans.
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 March 29, 2011
(Attachment 2):  CFO Concurrence memo, dated May 3, 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 WP2010-40 

Title of Regulation: Medical Benefits For Newborn Children of Certain Woman Veterans
Purpose:  To determine the economic impact of this rulemaking. 
Background:  Public Law 111-163 authorized VA to provide medical care to newborns for the date of birth plus seven calendar days after birth, when the woman veteran is receiving maternity care from VA and who delivered the child in a VA facility or in another facility pursuant to a VA contract for maternity services. 

Assumptions: VA implemented the provisions of this rule making as of May 5, 2010 the effective date of the public law. Historical data on which to base the estimate is limited; therefore VA used claims already processed and paid as a basis to estimate future costs. 

Currently most costs for post-delivery and routine newborn care are included in the inpatient bill for care provided to the mother.  Separate inpatient billing for the newborn is usually limited to instances when the newborn requires a higher level of care (examples: jaundice, low birth weight, prematurity, etc…).  Inpatient ancillary and outpatient billing will also be minimal, since most hospital stays are 24 to 48 hours, and well baby visits are usually not scheduled within the first week of life. 

Methodology:  Female Veteran demographics was used to project number of women potentially utilizing VA maternity benefits. VA utilized the VSSC database to generate the statistical data from paid claims for inpatient, inpatient ancillary and outpatient care for newborns, during the period from May 5, 2010 through December 31, 2010; since this was the only period data was sufficiently complete for analysis. The VSSC database was also used to generate statistical data for women veterans utilizing their VA maternity benefits for labor and delivery for the same time period.  

· According to U.S. population statistics less than 3/10ths of one percent (<0.003) of babies in the U.S. are born to women over age 50; therefore for the purposes of this analysis, women of childbearing years is defined as women veterans under 50 years of age. 

· FY 2010 through FY 2022 demographics for female veterans with an age of less than 50 years was obtained from VA population data and statistics published on the VA website. 

· Female Veterans under 50 years of age are projected to decrease by 124,000 between 2012 and 2022 (average decrease of 12,400 per year). 

· Claims paid for inpatient hospital stays with diagnosis related to delivery of a child for FY 2010 were used to estimate the number of women veterans utilizing VA maternity benefits in future years. 

· In FY 2010 of the 979,243 women veterans of child bearing age, 2,055 veterans received VA maternity benefits for delivery of a baby. The utilization rate based on these statistics is 0.21%.

· For the purpose of this analysis it is assumed the utilization rate for VA maternity benefits will continue at the FY 2010 rate in future years.

· Claims paid for medical care billed solely for a newborn between dates of service between May 5, 2010 and December 31, 2010, were used to estimate the number of bills for newborn care and costs associated with such care in future years.

· Typically DRG rates for labor and delivery include reimbursement for both the mothers care and the newborns care on the same billing.

· Care of the newborn is usually billed separately only when the level of care required is greater than the level of care normally included in the DRG for labor and delivery. 

· Currently only 7.1% of newborns born to women veterans receiving VA maternity benefits have claims submitted for separately billable care.

· It is assumed for the purposes of this analysis, separately billable care for newborns will continue at the same rate in future years.

· A medical consumer price index of between 3.3% and 3.8% was applied to future year costs to estimate the rate of inflation.

· VA dollars disbursed for separately billable newborn care received between May and December 2010 ranged from $12,000 to $90,000 monthly.  For the purpose of this analysis for FY 2010 an estimated disbursement of $2,360 per newborn was used.

· There will be no FTEE increase or associated costs for processing payments for these claims.   Claims will be processed with existing VAMC medical staff.  

Estimated number of women veterans utilizing VA maternity benefits was calculated as follows:  The average number of women veterans receiving maternity benefits at VA expense during fiscal year 2010 was 2,055 or an average of 171 veterans delivering per month. The number of women veterans under age 50 is projected to decrease during the ten years of this analysis, and it is anticipated the number of women veterans requesting VA maternity benefits also decrease in the same proportion. The number of women receiving maternity care in FY 2010 was divided by the number of women veterans under age of 50 [959,315], to determine the percentage of women veterans utilizing maternity benefits during FY 2010. [Formula: 2,055/959,315 = 0.0021 (0.21%)]

The percentage of women veterans utilizing VA maternity benefits was multiplied by the projected female veteran population under 50 in subsequent years to determine the number of veterans utilizing VA maternity benefits each year. [Formula for 2011:  937,234 * 0.0021 = 2,015]

Estimated number of newborns with separately billable care was calculated as follows:  An average of 171 women delivered each month during FY10.  For the 7 month period between May and December 2010 nationwide Fee offices paid an average of 10 to 12 separately billable newborn claims per month.  Charges associated with routine and post-delivery care of the newborn are usually included in the hospital bill for the labor, delivery, and post delivery care of the mother.  Generally only when the newborn requires care over and above the level included in the DRG assigned to the mothers care, will a hospital generate a separate bill for care of the newborn.  The number of separately billable newborns claims for FY 2010 was estimated at 144 [12 * 12 = 144].  This number was divided by the number of women in receipt of VA maternity benefits delivering in FY10 to determine the percentage of newborns with separately billable care, to total utilization of VA maternity benefits in FY 2010.  [144/2,055 = 0.071 (7.1%)]

The percentage of newborns with separately billable medical care was multiplied against the projected number of women veterans in subsequent years to determine the number of newborns with separately billable medical care for future years. [Formula for 2011:  2,015 * 0.071 = 143]

Estimated disbursed amount per newborn with separately billable care was calculated as follows: Total disbursements for inpatient, inpatient ancillary, and outpatient care from May to September of 2010 were divided by the number of unique newborns with claims paid to determine the average disbursement per newborn during FY 2010.  [$63,754.52/27 = $2361.28]

The average disbursed amount per newborn was adjusted for subsequent years using the consumer price index for medical care. [Formula for Disbursements per newborn year 2 = (disbursements per newborn year 1 * CPI rate) + disbursements per newborn year 1]
Maximum estimated payment (rounded) was calculated as follows:  

	FY
	Estimated number of newborns with separately billable claims  
	Estimated

disbursement per

 newborn
	Maximum estimated costs

(rounded)

	2013
	137
	$2,613
	$358,000

	2014
	134
	$2,707
	 $363,000

	2015
	132
	$2,807
	 $371,000

	2016
	130
	$2,911
	 $378,000

	2017
	129
	$3,019
	 $389,000

	5 Year Total
	 
	 
	    $1,859,000

	2015
	127
	$3,133
	  $398,000

	2016
	125
	$3,253
	  $407,000

	2017
	123
	$3,376
	  $415,000

	2018
	122
	$3,504
	  $427,000

	2019
	121
	$3,638
	  $440,000

	10-Year Total
	
	
	     $3,946,000


Estimated Impact: The estimated impact of this rulemaking will be approximately $1.8 million over the next five years and approximately $4 million over the next 10 years.  
Submitted by:

Name: Joseph Enderle

Title:  National Fee Program Manager

Office: Chief Business Office (CBO 16)

Date: March 29, 2011

(Attachment 2)
(Memorandum also applies to RIN 2900-AO05/WP2010-040-VHA Medical Benefits For Newborn Children of Certain Woman Veterans)
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