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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, 2011
From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AO37/WP2012-006, Removal of 30-Day 
Residency Requirement for Per Diem Payments During an In-Patient Hospital 
Stay
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 December 6, 2011
(Attachment 2):  CFO Concurrence memo, dated December 9, 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-AO37/WP2012-006
Title of Regulation:   Removal of 30-Day Residency Requirement for Per Diem Payments During an In-Patient Hospital Stay
Purpose:  To determine the economic impact of this rulemaking. 
Background:  This rulemaking amends VA regulations concerning per diem payments to State homes for the provision of nursing home care to veterans.  Specifically, this rule removes the requirement that a veteran must have resided in a State home for 30 consecutive days before VA will pay per diem for that veteran.  The intended effect of this rulemaking is to permit per diem payments to State homes for a veteran who does not stay overnight, regardless of how long the veteran has resided at the State home, so that the State home will hold the veteran’s bed until the veteran returns.  
Cost Benefit:  VA pays per diem to State homes for veterans who stay elsewhere overnight to create a “bed hold” so that the State home reserves the veteran’s bed, but only if it can be verified that the veteran resided in the State home for 30 consecutive days prior.  The estimated cost to VA by continuing the practice of tracking residency in State homes to justify “bed hold” payments would be $3,742,831 from FY2012 through FY2016,  while per diem payments to ensure a bed hold status for the same period is projected to be $2,100,016.  By removing the 30-day residency requirement rule, VA will experience a $1,642,815 cost savings from FY2012 through FY2016.
Methodology/Assumptions: The total estimated average daily census for State homes is over 18,000 veterans in the nursing home level of care.  Residency information must be monitored for 139 state nursing homes 5 days a week at each of the 97 Veteran Administration Centers of jurisdiction, for 52 weeks a year for approximately 1 hour each day (5 x 97 x 52 = 25,220)  

For this analysis, the FTE cost to track per diem residency requirements is based on the hourly salary of $27.04 (GS-06, step 5 fully burdened) x the annual FTE hours (25,220 x $27.04 = $691,028).

VA estimates that the annual increase in the number of per diem days paid as a result of discontinuing the 30-day bed hold requirement will be 1,080.  This number is based on historical trends that indicate approximately 6% of Veterans in Veteran State Homes tend to be subject to the 30 day rule.  (6% x 18,000 = 1,080)  The national average per diem cost is $359.  The per diem rate is calculated annually based on Medicare’s Skilled Nursing Facility Prospective Payment System.  The $359 was multiplied by 1,080 to estimate the per diem payments to ensure a bed hold status.  (1,080 x $359 = $387,720)

An annual inflation rate of 4 percent was used to calculate increased costs for both FTE and increased per diem payments (see table below): 

	Fiscal Year
	FTE Hours to Monitor State Veterans Home Residency
	FTE 

Cost
	Per Diem Payments to Ensure Bedhold Status
	Savings to VA by Eliminating FTE Cost and Paying Per Diem for Bedholds

	2012
	25,220
	$691,028
	 $387,720
	$303,308

	2013
	25,220
	$718,669
	$403,229
	$315,440

	2014
	25,220
	$747,416
	$419,358
	$328,058

	2015
	25,220
	$777,313
	$436,132
	$341,181

	2016
	25,220
	$808,405
	$453,577
	$354,828

	TOTAL 
	 
	$3,742,831
	$2,100,016
	$1,642,815


Estimated Impact: By eliminating the FTE costs to monitor state veterans home residency, under the 30-day bed hold requirement and paying the per diem payment to ensure a “bed hold” status for veterans, VA will save approximately $303,308 in FY2012 and $1,642,815 over a five year period.  

Submitted by:

Kevin Jobes Sr.

Deputy Chief Policy Management Department

Purchased Care at the Health Administration Center
December 6, 2011
(Attachment 2)

(Memo applies to AO37/WP2012-006 as well)
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