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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


Office of the Secretary					In Reply Refer To: 00REG Washington DC 20420


Date:  July 15, 2016  


Subj:	Economic Impact Analysis for RIN 2900-AP84, Extension of the Presumptive Period for Compensation for Gulf War Veterans

	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 June 16, 2016


Approved by:
Michael P. Shores, MSRC 
Acting, Director Regulation Policy & Management (00REG)
Office of the Secretary














(Attachment)

Impact Analysis for RIN 2900-AP84 

Title of Regulation:  Extension of the Presumptive Period for Compensation for Gulf War Veterans

Purpose:  To determine the economic impact of this rulemaking. 

The Need for the Regulatory Action:  The Department of Veterans Affairs (VA) is issuing this interim final rule to amend its adjudication regulation regarding compensation for disabilities suffered by veterans who served in the Southwest Asia Theater of Operations during the Persian Gulf War.  This amendment is necessary to eliminate the expiration period during which disabilities associated with undiagnosed illnesses and medically unexplained chronic multi symptom illnesses must become manifest in order for a veteran to be eligible for compensation. To effectuate this rule, under 38 CFR 3.317(a)(1)(i), VA will replace “not later than December 31, 2016” with “at any time after discharge from service during which the veteran served in the Southwest Asia theater of operations.”
This methodology estimates the potential budgetary impact of VA presuming service connection for disabilities associated with undiagnosed illnesses and medically unexplained chronic multi symptom illnesses who served in the Southwest Asia theater of operations.

Estimated Impact:  

Mandatory Costs

Benefit costs are estimated to be $4.3 million during the first year and $113.6 million for five years.

	 
	Veterans
	Survivors
	Total

	FY
	Caseload
	Obligations
(in $000s)
	Caseload
	Obligations
(in $000s)
	Caseload
	Obligations
(in $000s)

	2017
	2,435
	$4,349 
	0
	$0 
	2,435
	$4,349 

	2018
	4,637
	$12,579 
	31
	$548 
	4,668
	$13,127 

	2019
	6,721
	$20,625 
	89
	$1,620 
	6,810
	$22,245 

	2020
	8,718
	$28,677 
	170
	$3,188 
	8,888
	$31,864 

	2021
	10,637
	$36,738 
	273
	$5,273 
	10,910
	$42,011 

	5-Year Total
	 
	$102,968 
	 
	$10,629 
	 
	$113,597 







GOE Costs  

Administrative costs associated with this rulemaking are insignificant.  

Information Technology (IT) Costs  

IT costs associated with this rulemaking are insignificant.

Assumptions and Methodology of the Analysis: 

Veteran Caseload

Data provided by Compensation Service indicates that, from FY 2013 – FY 2015, VA granted service connection to an annual average of 2,318 Veterans for an undiagnosed illness or a medically unexplained chronic multi symptom illness.  These granted claims represented 0.414 percent of total granted claims (original and reopened) from FY 2013 – FY 2015.  This percentage was applied to the projected granted compensation claims from the 2017 President’s budget (588,146 in 2017) to estimate new grants (2,435 in 2017) for undiagnosed illnesses or medically unexplained chronic multi symptom illnesses from FY 2017 to FY 2021.  Veteran compensation termination rates (2.55 percent in 2017) from the 2017 President’s Budget were applied to the caseload each year to estimate Veterans with these conditions that would terminate from the Compensation rolls during the year (62 in 2017).  Veterans that do not terminate from the compensation rolls continue receiving benefits into the next fiscal year.

Veteran Costs

The data provided by Compensation Service also indicates that the average disability rating of granted claims for undiagnosed illnesses or medically unexplained chronic multi symptom illnesses is 20 percent.  The caseload was broken into two groups: Veterans new to the rolls and Veterans already on the rolls.  Based on data provided by VA’s Office of Performance, Analysis and Integrity, 28.6 percent of living Gulf War Era Veterans are on the compensation rolls.  This percentage was applied to the Veteran caseload to calculate how many Veterans (695 in 2017) are currently receiving compensation.  The remaining 71.4 percent of Veterans (1,740 in 2017) are assumed to be new to the compensation rolls.

The Veterans already on the compensation rolls for other conditions are assumed to have an average current rating of 50 percent, which is based on the overall average degree of disability for Veterans on the compensation rolls.  For these Veterans, a combined degree of disability of 60 percent was calculated based on the current 50 percent rating with an additional rating of 20 percent for undiagnosed illness or chronic multi symptom illness.  The corresponding increase in average payment from the 50 percent level to the 60 percent level ($378.65 per month in 2017), based on estimates from the 2017 President’s Budget, was applied to the caseload to calculate the increase in obligations.  Costs for the Veterans new to the compensation rolls were calculated by applying the average payment rate at the 20 percent level ($265.34 per month in 2017).  COLA’s from the 2017 President’s Budget were applied to estimate average costs in the out-years.  



Survivor Caseload and Costs

Survivor caseload was calculated by assuming that 50 percent of the Veteran terminations had a surviving spouse, based on marriage statistics from the Census Bureau.  For purposes of this cost estimate, VA assumes that the undiagnosed illness or chronic multi-symptom illness will be a primary cause of the Veterans’ deaths and directly result in survivor eligibility.  While this may not be the case for all Veterans and survivors, information is not available to determine otherwise.  VA further assumes that survivors will begin receiving benefits at the beginning of the year following the Veteran’s death.  Survivor termination rates from the 2017 President’s budget were applied to calculate survivor caseload in the out-years.  To calculate survivor costs, average annual benefit rates from the 2017 President’s Budget ($17,160 in 2017) were applied to the estimated caseload.


Submitted by:  
Brad Dutton
ORM Benefits Budget Division (24)
Veterans Benefits Administration
Washington, DC
June 17, 2016 
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