	[bookmark: _GoBack]
[image: ]
VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


Date:  November 18, 2016


Subj:	Economic Impact Analysis for RIN 2900-AO44, VA Schedule for Rating Disabilities – The Endocrine System

	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 October 12, 2016
(Attachment 2): CFO Concurrence memo, dated xxxxxxxxxxx


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














(Attachment 1)

Impact Analysis for RIN 2900-AO44 

Title of Rulemaking:  VA Schedule for Rating Disabilities – The Endocrine System.

Purpose:  To determine the economic impact of this rulemaking.

The Need for the Rulemaking:  The Department of Veterans Affairs (VA) is publishing a final rule implementing 38 CFR 4.119, Schedule of ratings – endocrine system.  As part of the ongoing revision of the VA Schedule for Rating Disabilities (“Rating Schedule”), VA is making changes to 38 CFR 4.119, Schedule of ratings-endocrine system.  This section was last updated in 1996.  The intended effect of this rulemaking is to update medical terminology, add medical conditions not currently in the Rating Schedule, revise the criteria to reflect medical advances, and clarify the criteria.

Legal Authority:  VA has authority under 38 U.S.C. § 1155 to establish and adjust a schedule for rating disabilities for compensation purposes.  VA administers this duty under 38 C.F.R., Part 4.

Why is VBA amending the existing regulations?  This section was last updated in 1996.  The endocrine system is made up of multiple hormone-producing glands.  While the actual dysfunction occurs at the site of the gland, the signs and symptoms manifest in the body systems on which the specific hormones act.  For diagnosis and acute management of endocrine diseases, medical professionals focus on addressing the problem within the endocrine system.  However, the residual effects of an endocrine disease may manifest within multiple body systems.  Therefore, in general, VA is amending specific criteria for the initial rating of endocrine diseases within § 4.119 to account for the unique functional impairments associated with attempts to bring the condition under control.  Once the condition is effectively managed or has reached maximal medical outcome, VA will evaluate for the residual effects of disease within the appropriate (adversely impacted) body system.  For rating clarity, the most commonly impacted systems would be referenced within the specific diagnostic code (DC).  By the revisions discussed herein, VA aims to update medical terminology, add medical conditions not currently in the Rating Schedule, revise the criteria to reflect medical advances, and clarify the criteria.

What does the final rule amend?  The final rule amends 38 CFR 4.119, Schedule of ratings – endocrine system, regarding adjudication of endocrine disorders.

The final rule will, among other things:

· Update medical terminology.
· Add medical conditions not currently in the Rating Schedule. 
· Revise the criteria to reflect medical advances.  
· Clarify the criteria.
Benefits of the Rulemaking:  By this revision, VA ensures that it uses current medical terminology and provides detailed and updated criteria for evaluation of endocrine disorders.

Estimated Impact:  Benefit costs are estimated to be $5.0 million in 2017 and $11.8 million for five years.  

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	4,098
	$5,042

	2018
	7,165
	$3,581

	2019
	10,049
	$2,283

	2020
	12,781
	$1,037

	2021
	15,404
	($160)

	5-Year Total
	
	$11,783




Assumptions and Methodology of the Analysis:   This rulemaking makes changes to nineteen diagnostic codes.  Changes to some of the diagnostic codes include updates to the Rating Schedule that result in costs or savings, while other changes are primarily to clarify language and update medical terminology and do not result in any changes in rating criteria or payments to Veterans.  The changes to each diagnostic code are individually detailed in this impact analysis, and the combined impact of these sections is shown in the table above.  This cost estimate considers how these changes will affect Veteran accessions to the compensation rolls.  Future reopened cases under these diagnostic codes may also result in costs or savings, but were not considered for purposes of this cost estimate.

Diagnostic Code 7900: Hyperthyroidism, including, but not limited to, Graves’ Disease

Currently, disability ratings for hyperthyroidism range from zero percent to 100 percent.  However, earlier treatment has decreased the duration and severity of the symptoms of hyperthyroidism.  Under the revised schedule, VA will evaluate hyperthyroidism at 30 percent for six months after initial diagnosis, after which VA will rate residual effects of the disease within the appropriate body system.  

VA first estimated the number of Veterans who would access the compensation rolls under DC 7900.  This was done by comparing the percentage of Veterans who accessed the compensation rolls in FY 2013 under DC 7900 (545) to the total number of Veterans who accessed the compensation rolls in FY 2013, and then applying that percentage to the total Veteran compensation accessions for FY 2017 – FY 2021 from the FY 2017 Mid-Session Review (MSR) budget.  

The costs under the current Rating Schedule, based on distribution by degree of disability in FY 2013 and average monthly costs from the FY 2017 MSR budget, were then compared to the costs under the new Rating Schedule.  For purposes of this cost estimate, Compensation Service assumes the residual rating after six months would be the same as the rating distribution under the current schedule.  Therefore, the costs reflect the difference in payments for the first six months after Veterans access the compensation rolls.
	Changes to DC 7900

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	561
	$269

	2018
	525
	$260

	2019
	505
	$258

	2020
	492
	$259

	2021
	484
	$263

	5-Year Total
	
	$1,309



Diagnostic Code 7901: Thyroid Enlargement, Toxic

Toxic thyroid enlargement is the term used by the medical community to indicate overactive thyroid function or hyperthyroidism.  Rather than repeating the criteria for hyperthyroidism, VA will add a note that directs raters to evaluate toxic thyroid enlargement under revised DC 7900, which would grant Veterans under this DC a 30-percent rating for six months followed by a residual rating thereafter.  Therefore, the same costing methodology as used under DC 7900 (described above) was applied to DC 7901.  For comparison, 48 Veterans accessed the compensation rolls in FY 2013 under DC 7901.

	Changes to DC 7901

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	49
	$77

	2018
	46
	$74

	2019
	45
	$74

	2020
	43
	$73

	2021
	43
	$75

	5-Year Total
	
	$373



Diagnostic Code 7902: Thyroid Enlargement, Nontoxic

The disabling effects of nontoxic thyroid enlargement are a result of disfigurement or pressure on adjacent organs.  Under the current Rating Schedule, a person may only be assigned for the more disabling effect.  VA amends the existing criteria to account for both effects occurring simultaneously.

Current ratings under DC 7902 are 20 percent when the Veteran’s head or neck is disfigured, or zero percent without disfigurement.  In FY 2013, 11 Veterans accessed the rolls under DC 7902 with a 20-percent rating, and this count was used to project accessions for FY 2017 – FY 2021 based on total Veteran Compensation accessions in the FY 2017 MSR budget.  Compensation service assumes half of the Veterans accessing the rolls at 20 percent under DC 7902 would be rated at 30 percent under the revised criteria.  Costs were calculated by taking the difference in total payments under the current and revised criteria based on projected average costs by degree of disability from the FY 2017 MSR budget.

	Changes to DC 7902

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	11
	$13

	2018
	22
	$25

	2019
	31
	$37

	2020
	40
	$48

	2021
	49
	$61

	5-Year Total
	
	$184



Diagnostic Code 7903: Hypothyroidism

Hypothyroidism is currently evaluated at levels of 100, 60, 30, and 10 percent.  Severe hypothyroidism is characterized by myxedema (coma or crisis) and is currently evaluated at 100 and 60 percent.  Given the severity of myxedema, the 60-percent evaluation is deemed insufficient.  Therefore, VA adds a six month evaluation of 100 percent for all instances of hypothyroidism with myxedema, and 30 percent for hypothyroidism in the absence of myxedema.  After six months, the residual effects will be rated within the appropriated body systems.

In FY 2013, 3,234 Veterans accessed the compensation rolls under DC 7903.  Accessions were projected out to FY 2017 – FY 2021 based on total Veteran Compensation accessions in the FY 2017 MSR budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation Service assumes that those rated at 100 percent under the current schedule plus 0.1 percent (based on the frequency of myxedema in hypothyroidism) of those rated at 60 percent would receive a 100-percent rating for 6 months under the revised schedule, then residual ratings thereafter.  The remaining accessions under DC 7903 would receive a 30-percent rating for six months then a residual rating thereafter.  Compensation Service further assumes that the residual rating distribution would be the same as the current rating distribution for 75 percent of Veterans.  For the remaining 25 percent of Veterans, the residual rating is assumed to be equal to the current rating distribution minus 10 percent.  Costs were calculated by taking the difference in total payments under the current and revised criteria based on projected average costs by degree of disability from the FY 2017 MSR budget.













The effect of this rating change is, on average, an increased rating and cost for the first six months after a Veteran accesses the rolls, followed by a slight decrease in residual average ratings and payments.  The net impact is an increase in costs that diminishes each year as more Veterans with lower residual ratings remain on the rolls.

	Changes to DC 7903

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	3,330
	$4,491

	2018
	6,363
	$3,420

	2019
	9,198
	$2,477

	2020
	11,879
	$1,577

	2021
	14,445
	$709

	5-Year Total
	
	$12,674



Diagnostic Code 7904: Hyperparathyroidism

Hyperparathyroidism is currently evaluated at levels of 100, 60, 10, and zero percent.  VA is redefining all the criteria consistent with medical advances; however, the same evaluation levels will still apply.  Under the revised criteria, Veterans that require pharmacologic or surgical intervention will be rated at 60 or 100 percent for six months following the intervention, then rated based on residuals thereafter.

In FY 2013, 114 Veterans accessed the rolls under DC 7904.  Accessions were projected out to FY 2017 – FY 2021 based on total Veteran compensation accessions in the FY 2017 MSR budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation Service assumes that under the revised criteria, Veterans that are projected to be rated at 60 percent and 100 percent under the current criteria would be rated at 100 percent for six months under the revised criteria and zero percent thereafter.  In addition, Compensation Service assumes that half of accessions at 10 percent under the current criteria would be rated at 60 percent under the revised criteria.  The remaining Veterans (half of those at 10 percent and those at zero percent) would not be affected by the criteria change.  Costs were calculated by taking the difference in total payments under the current and revised criteria based on projected average costs by degree of disability from the FY 2017 MSR budget.













The effect of this rating change is, on average, an increased rating and cost for the first six months after a Veteran accesses the rolls, followed by a decrease due to the residual ratings that are assumed to decrease to zero percent.  The net impact is an increase in costs in the first year followed by savings in the out-years. 

	Changes to DC 7904

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	40
	$161

	2018
	76
	($30)

	2019
	110
	($209)

	2020
	141
	($384)

	2021
	172
	($555)

	5-Year Total
	
	$(1,017)



Diagnostic Code 7905: Hypoparathyroidism

Hypoparathyroidism is currently evaluated at levels of 100, 60, 10, and zero percent.  However, based on a new treatment, symptoms can be eliminated in a short time period.  Therefore, to account for this treatment, VA adds 100-percent evaluation for three months after diagnosis, and thereafter, to rate residual effects under the appropriate DCs.

In FY 2013, 71 Veterans accessed the rolls under DC 7905.  Accessions were projected out to FY 2017 – FY 2021 based on total Veteran Compensation accessions in the FY 2017 MSR budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation Service assumes under the revised criteria, Veterans will receive a 100-percent rating for three months and a residual rating consistent with the current rating distribution thereafter.  Therefore, the costs reflect the difference in payments for the first three months after Veterans access the compensation rolls.  Costs were calculated by taking the difference in total payments under the current and revised criteria based on projected average costs by degree of disability from the FY 2017 MSR budget.

	Changes to DC 7905

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	73
	$185

	2018
	68
	$176

	2019
	66
	$175

	2020
	64
	$173

	2021
	63
	$174

	5-Year Total
	
	$883






Diagnostic Code 7906: Thyroiditis

VA adds a new DC for thyroiditis.  Thyroiditis accompanied with symptoms, specifically hyperthyroidism and hypothyroidism, is rated under those respective diagnostic codes.  However, asymptomatic thyroiditis is not currently accounted for in the Rating Schedule.  

Therefore, VA adds a zero-percent evaluation for asymptomatic thyroiditis under this diagnostic code.  There are no costs associated with this new diagnostic code.

Diagnostic Code 7907: Cushing’s Syndrome

According to Compensation Service, changes to the Rating Schedule for DC 7907 are for clarifying purposes only, and update the current language consistent with medical advances.  In addition, VA adds evaluations for Cushing’s syndrome, at the 100, 60, or 20-percent levels for six months after initial diagnosis.  After six months, VA will then rate residuals within the appropriate body system.  Compensation Service assumes that residual ratings will be consistent with the initial ratings for six months under DC 7907.  Therefore, there are no costs associated with the changes for this diagnostic code. 

Diagnostic Code 7908: Acromegaly

Acromegaly is currently evaluated at levels of 100, 60, 30, and zero percent.  VA makes no changes in the evaluation levels at the 100 and 60-percent levels.  The 30-percent level is updated to remove of “enlarged sella turcica” as one of the required criteria.  In FY 2013, there were 17 accessions under DC 7908, four of which were at the zero-percent level.  Due to the small caseload that could potentially be affected by this change, VBA assumes no costs are associated with this change. 

Diagnostic Code 7909: Diabetes Insipidus

Diabetes insipidus is currently evaluated at levels of 100, 60, 40, 20, and zero percent.  Due to medical advances, the current criteria are no longer appropriate.  Instead, VA will evaluate at 30 percent for three months after the initial diagnosis, after which residuals will be rated within the appropriate body system.  For diabetes insipidus cases with persistent symptoms, VA adds a 10-percent rating under DC 7909 after the initial three months at 30 percent.  















In FY 2013, there were 33 accessions under DC 7909.  Accessions were projected out to FY 2017 – FY 2021 based on total Veteran compensation accessions in the FY 2017 MSR budget.  Under the revised criteria, Veterans will receive a 30-percent rating for three months.  Compensation Service assumes that after the initial three months, 75 percent of accessions will receive a zero-percent residual rating, and 25 percent will receive a 10-percent residual rating.  Savings were calculated by taking the difference in total payments under the current and revised criteria based on projected average costs by degree of disability from the FY 2017 MSR budget.

	Changes to DC 7909

	Fiscal Year
	Caseload
	Obligations ($000)

	2017
	34
	($154)

	2018
	65
	($343)

	2019
	94
	($528)

	2020
	122
	($709)

	2021
	148
	($887)

	5-Year Total
	
	($2,621)



DC 7911: Addison’s Disease
DC 7912: Polyglandular Syndrome
DC 7913: Diabetes Mellitus
DC 7914: Neoplasm, Malignant
DC 7915: Neoplasm, Benign
DC 7916: Hyperpituitarism
DC 7917: Hyperaldosteronism
DC 7918: Phechrommocytoma
DC 7919: C-cell Hyperplasia of the Thyroid

The changes in the above DCs (7911 – 7919) serve to update terminology to that which is currently used in the medical field or to clarify current language and/or practice.  The changes to these diagnostic codes do not affect the rating criteria, and no costs are associated with these changes.

Administrative Costs: There are no additional FTE or GOE cost requirements resulting from this rulemaking.

Submitted by:
Brad Dutton, Analyst
ORM Benefits Budget Division (24)
Veterans Benefits Administration 
Department of Veterans Affairs
Date:  October 12, 2016 







(Attachment 2)
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