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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the General Counsel					In Reply Refer To: 02REG Washington DC 20420


Date:  May 7, 2015  

From:	Chief Impact Analyst (02REG)

Subj:	Economic Impact Analysis for RIN 2900-AP09/WP2013-025, Health Care for Certain Children of Vietnam and Certain Korea Veterans- Covered Birth Defects and Spina Bifida

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):  Agency’s Impact Analysis, dated May 7, 2015

Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst
Regulation Policy & Management
Office of the General Counsel








(Attachment)


Impact Analysis for RIN 2900–AP09/WP2013-025

Title of Regulation:  Health Care for Certain Children of Vietnam and Certain Korea Veterans- Covered Birth Defects and Spina Bifida

Purpose:  To determine the economic impact of this rulemaking.

The Need for the Regulatory Action: Title 38 United States Code (U.S.C.) 1803 is the statutory authority to reimburse for health care provided to Vietnam and certain Korea Veterans’ birth children that have been determined to suffer from spina bifida (except spina bifida occulta) under the Spina Bifida (SB) Health Care Benefits Program.  

Title 38 United States Code (U.S.C.) 1812 is the statutory authority to reimburse for health care provided to the children of Women Vietnam Veterans (CWVV) born with certain birth defects. 

In June 2013, VA received an Advisory Opinion from the Office of General Counsel defining further the health care benefits authorized for reimbursement under the Health Care for Certain Children of Vietnam and certain Korea Veterans – Covered Birth Defects and Spina Bifida.  After review, VA proposes to amend its regulations concerning provision of necessary health care to birth children of Vietnam and certain Korea Veterans’ diagnosed with spina bifida, except for spina bifida occulta, and other covered birth defects. The Notice of Proposed Rule will:

· Define the types of health care benefits VA is authorized to provide, including day health care as well as health-related services that supply homemaker or home health aide services furnished in the individual’s home or other place of residence, to the extent that those services provide assistance with Activities of Daily Living or Instrumental Activities of Daily Living.  We also propose to define further those health care services that would require preauthorization.

Assumptions and Methodology of the Analysis:  This impact analysis provides cost projections to amend 38 Code of Federal Regulations (CFR) §§ 17.900 through 17.905 to provide homemaker and day health care benefits to Vietnam and certain Korea Veterans’ birth children that have been determined to suffer from spina bifida (except spina bifida occulta).  Homemaker and adult day health care services could be covered indirectly as part of the respite care benefit, and respite care is currently covered under the existing allocation of funds.  

It is noted that there are currently no beneficiaries receiving health care benefits under CWVV, and the exact number of potential applicants is unknown.  Any cost estimate specific to CWVV would be purely speculative.  

Based on currently known data, we would estimate the CWVV-related health care benefits costs in this rulemaking to be negligible, if any.  

The remainder of this Impact Analysis addresses the SB Health Care Benefits Program.

Homemaker Services: 
Prior to June 2013, homemaker services were not considered a reimbursable benefit under the SB Health Care Benefits Program, and the cost of providing these services was not projected in previous budget allocations or future budget requests.

Homemaker services:  Provides assistance with activities of daily living such as assistance with bathing, toileting, grooming, feeding, administering medication, and ambulation.  Additional medically necessary health-services such as meal preparation, laundry, and house cleaning can also be provided as part of homemaker services. 

Currently, there are one thousand one hundred and eighty nine(1,189) enrolled eligible beneficiaries in the SB Health Care Benefits Program. 

In 2013, eight hundred ninety (890) beneficiaries filed a claim(s) for reimbursement for medical care under the program. VA anticipates that there will be a significant number of beneficiaries that will request these services due to a pent up demand for extended home care benefits. The caregivers of beneficiaries with SB are predominately their parents.  Many of these caregivers are aging and no longer able to provide the full spectrum of care required for basic activities of daily living such as moving the beneficiary from a bed to a wheel chair or transferring them to a toilet or bath. Because of this, it is estimated that up to twenty percent (20% or238) of the existing beneficiary population filing claims for reimbursement could potentially request this level of care.  Additionally, due to the increasing complexity of the SB beneficiaries’ health care needs as well as the impact of comorbidities, it is anticipated that there be a three percent (3%) increase, which is thirty six(36), additional beneficiaries that will request homemaker services from FY2016 through FY2019.  As the spina bifida population ages, more beneficiaries will require homemaker services.

For this analysis, the average number of hours for homemaker services provided to each beneficiary is estimated at thirty (30) hours per week (one thousand, five hundred sixty hours (1,560) hours annually based on Medicare & Medicaid Research Review 2012: Volume 2, Number 3). The average hourly salary for providing homemaker care is $19.00.

The annual cost of homemaker services per beneficiary is estimated to be $29,640 (1,560 hours of homemaker care X $19 per hour  = $29,640). The annual cost per beneficiary used for FY15 is based on implementing homemaker services in the third (3rd) quarter of FY15.Additionally, FY16 through FY19 calculations include a projected inflation rate of three point nine percent (3.9%). The Center for Medicare and Medicaid Services (CMS) has projected that national health expenditures will increase by six point seven percent (6.7%) or higher annually from the period of 2016 through 2019. The projected inflation rate of three point nine percent (3.9%) is less than the average inflation rate projected by CMS due to VA contracts as well as utilizing Medicaid Fee Schedules for the payment of other health, residential, and personal care which is equivalent to services provided under homemaker care.

The FY2015 total cost of implementing homemaker services is estimated to be $3.5M for the third (3rd) and fourth (4th) quarters.  The FY2015 through FY2019 total cost to provide homemaker services is estimated at $37.1M.

Homemaker Services Five Year (5) Projected Cost
	FY
	Caseload
	Hourly Rate
	Number of Hours per Week
	Annual Cost per Beneficiary
	Total Cost

	2015
	238
	$19
	30
	$14,820*
	3,527,160

	2016
	245
	$20
	30
	$31,200
	$7,644,000

	2017
	252
	$21
	30
	$32,760
	$8,255,520

	2018
	260
	$21
	30
	$32,760
	$8,517,600

	2019
	268
	$22
	30
	$34,320
	$9,197,760

	5 - Year Totals
	
	
	
	
	$37,142,040


Note: Numbers do not add due to rounding.  Costs per Beneficiary were increased by 3.9% annually, and hourly rates were rounded accordingly. *FY15 3rd and 4th quarters only.   


Day Health Care:
VA anticipates that there will be a minimal number of beneficiaries that will access this service even though day health care was not reimbursed in prior years.  The belief is that the majority of beneficiaries will elect to receive homemaker services in the home rather than utilizing day health care.  In 2013, eight hundred ninety (890) beneficiaries filed a claim(s) for reimbursement for medical care under the program.  The SB Health Care Benefits program has not previously provided coverage for day health care; however, day health care is among services included in Home and Community Based Services (HCBS). As these services have not previously been provided, there is the potential that there is a pent up demand to request these services. It is estimated that ten percent (10% or 89) of the existing beneficiary population filing claims for reimbursement could potentially request to access this level of care with a three percent (3%) increase per year due to the increasing complexity of the SB beneficiaries’ health care needs as well as the impact of comorbidities.  

The number of day health care days per week utilized by Medicaid beneficiaries range from three (3) to four (4).  For this analysis, it is estimated that number of days that each beneficiary would receive this service is two (2) per week. It is anticipated that many beneficiaries will elect to receive services in their place of residence rather than in a day health care setting.  Additionally, as respite care is a covered benefit under the program, beneficiaries may elect to uses respite services rather than health care services in a day health care setting.   The annual cost of day health services per beneficiary in FY2015 is $6,968 (104 days per year at $67 per day = $6,968) with a projected inflation rate of three point nine percent (3.9%) from FY2016 through FY2019.  The projected inflation rate of three point nine percent (3.9%) is less than the average inflation rate projected by CMS due to VA contracts as well as utilizing Medicaid Fee Schedules for the payment of other health, residential, and personal care which is equivalent to services provided through day health care.

The FY2015 total cost of implementing day health care is estimated to be $620K. 
The FY2015 through FY2019 total cost to provide day health care is estimated at $3.6M.

Day Health Care Services Five Year (5) Projected Cost
	FY
	Caseload
	 Daily Rate 
	Number of Days per Week
	Annual Cost per Beneficiary
	 Total Cost  

	2015
	89
	$67
	2
	$6,968
	$620,152

	2016
	92
	$70
	2
	$7,240
	$666,057

	2017
	94
	$72
	2
	$7,522
	$707,078

	2018
	97
	$75
	2
	$7,815
	$758,100

	2019
	100
	$78
	2
	$8,120
	$812,027

	5 - Year Totals
	
	
	
	
	$3,563,414


Note: Numbers do not add due to rounding. Costs per Beneficiary were increased by 3.9% annually, and daily rates were rounded accordingly.   


Homemaker and Day Health Care Services Five Year (5) Projected Cost
	FY
	 Homemaker 
	Adult Day Health Care
	Homemaker and Adult Day Health Care

	2015
	3,527,160
	$620,152
	4,147,312


	2016
	$7,644,000
	$666,057
	$8,310,057


	2017
	$8,255,520
	$707,078
	$8,962,598


	2018
	$8,517,600
	$758,100
	$9,275,700


	2019
	$9,197,760
	$812,027
	$10,009,787


	5 - Year Totals
	$37,142,040

	$3,563,414
	$40,705,454



Note: Numbers do not add due to rounding.


Estimated Impact: The total costs associated with this rulemaking are estimated to be $4.1M for FY2015 and $40.7M for the period of FY2015 through FY2019.   While the current budget does not account for these services, additional funding is being requested through the budget process for FY2017.  Early costs may be absorbed into the existing budget allocation.  

Submitted by: 
Karyn Barrett
Program Administration Director
VHA Chief Business Office Purchased Care
May 7, 2015
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