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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:  September 27, 2012

From:	Chief Impact Analyst (02REG)

Subj:	Economic Impact Analysis for RIN 2900-AO45/WP2012-004, Disclosures to Participate in State Prescription Drug Monitoring Programs

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 April 3, 2012
(Attachment 2):  CFO Concurrence memo, dated May 8, 2012

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-AO45/WP2012-004

Title of Regulation: Disclosures to Participate in Prescription State Drug Monitoring Programs

Purpose:  To determine the economic impact of this rulemaking. 

The Need for the Regulatory Action:  The Department of Veterans Affairs (VA) amends its regulations concerning the sharing of certain patient information in order to authorize VA participation in State Prescription Drug Monitoring Programs (PDMPs).  Participation in PDMPs will allow the VA patient population to benefit from the reduction in negative health outcomes that many PDMPs achieve, and will convey a similar reciprocal benefit to the States with PDMPs. Controlled substances, when used appropriately, have proven to significantly improve the overall health of patients.  However, these substances present serious health risks when they are not used strictly in accordance with prescribed instructions, or when used along with other contraindicated prescription drugs. 

Assumptions: By participating in State PDMPs, the Veterans Health Administration (VHA) intends to improve public health benefits already realized by many States that implement such programs, and assumes to acquire vital clinical information regarding VA’s patient population.  Many Veterans do not receive care exclusively from VA.  By providing information that can be used by non-VA providers who treat Veterans and receiving information that those same non-VA providers contribute to the PDMPs, VHA assumes this sharing will reduce the number of negative health outcomes for VA’s patient population that are attributable to the misuse of prescribed controlled substances. 

Methodology: The following data, estimates and assumptions were used in our analysis.  

1. The system-wide information technology solution will provide “outbound transmission” only, from VA pharmacies to the state PDMPs. 
2. VHA will develop the capability to: 
· Electronically collect the data elements required for inclusion in each State’s PMP database using data from the VistA database.
· Export the data in a file format acceptable for inclusion in State PDMP databases.  
· Store and transmit the data daily in a secure manner.  
· Identify errors that exist in the file and/or that occur during transmission of the file so that entries can be corrected and files retransmitted as necessary.



Projected Costs

1. In order for VHA to exchange information about prescriptions of controlled substances with State Prescription Drug Monitoring Programs (PDMPs), VA will create an interface to transmit the prescription data as an outbound transmission to the state PDMP database. 
2. VHA consulted with OI&T Contractor for Clinical Ancillary Systems and it is estimated that the development of this interface could be initiated in FY2013 and would take about 12 months to complete an initial phase of the project capable of manually transmitting data to State PDMPs.  However, within one year the interface system will be manually operational, functioning and capable of implementing the provisions of this rulemaking.  The second year of development will make the interface automated.  
3. The project will consist of approximately nine professionals with various roles in the project and would earn an average wage rate of $102.00 per hour.   This rate is based on the Primavera Schedule requirements.   Primavera is OIT’s project management tracking system.  The Primavera P6 software solution is one of the premier project portfolio management (PPM) systems on the market today.  The software contains rich functionality for customer management, service management, bid management, project scheduling, and project management. It uses ideal, realistic and consumer rates for contract resources on the project for cost estimations.
4. These professionals will spend approximately 6,410 hours planning, developing, testing, releasing and implementing the interface in the last quarter of FY12 and 12,680 hours in FY13.      
5. A risk reserve of 5% will also be added as a best practice to overcome the risks during the course of the project.  

Summary of Costs:  Based on the average wage rate of $102.00 an hour, 6,410 hours spent on the project and a 5% risk reserve, the projected costs of this rulemaking are estimated to be $687K in FY2012 (based on last quarter of FY12 only).  This same methodology was applied for FY2013 in the table below and the cumulative total cost of the project is estimated to be $2.1 million.  The FY2013 hourly wage includes a 2% COLA increase.  The cost estimates are based on the assumption that the project will finish in the 3rd quarter FY2013.  

	Fiscal Year
	Hrs Spent on Project
	Hourly Wage
	Hourly Costs
	Risk Reserve (5%)
	Total Cost of Project

	FY2012
	6,410
	$102.00
	$653,820.00
	$32,691.00
	$686,511.00

	FY2013
	12,680
	$104.04
	$1,319,227.20
	$65,961.36
	$1,385,188.56

	Totals
	25,360
	na
	$2,638,424.62
	$131,921.23
	$2,071,699.56



Submitted by: 
Mark Spangler
Health Systems, Washington, DC
April 3, 2012
(Attachment 2)
(Memo applies to AO45 as well)
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