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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 19, 2018  


Subj:	Economic Impact Analysis for RIN 2900-AO19, Schedule for Rating Disabilities; The Hematologic and Lymphatic Systems


	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 July 19,2018
(Attachment 2): CFO Concurrence memo, dated April 27, 2017


Approved by:
Jeffrey Martin
Impact Analyst
Office of Regulation Policy & Management
Office of the Secretary













(Attachment 1)

Impact Analysis for RIN 2900-AO19


Title of Regulation: Schedule for Rating Disabilities; The Hematologic and Lymphatic Systems

Purpose:  To determine the economic impact of this rulemaking. 

Background: The Department of Veterans Affairs (VA) is issuing a rulemaking to amend its adjudication regulations regarding the 38 CFR Part 4, Schedule for Rating Disabilities for the Hematologic and Lymphatic Systems.

This amendment is necessary to ensure VA’s applicable regulatory section is consistent with current medical science and terminology.  The purpose of these changes is to incorporate medical advances that have occurred since the last review, update current medical terminology, and provide clear evaluation criteria for application of this portion of the rating schedule.  The final rule reflects advances in medical knowledge and recommendations from the Hematologic and Lymphatic Systems Work Group. This workgroup is comprised of subject matter experts from both the Veterans Benefits Administration (VBA) and the Veterans Health Administration (VHA) and comments from experts and the public gathered during the public comments period.

Assumptions:  This rulemaking would provide the latitude for SVHs to provide either social or medical model ADHC services, a decision that would be made by each state.  We expect a gradual increase in the number of SVH’s to provide ADHC services more geared toward the social model program.  Currently, there are only three SVH facilities providing ADHC services.  

Paperwork Reduction Act: This regulatory action contains provisions constituting a collection of information under the provisions of the Paperwork Reduction Act (44 U.S.C. 3501 et seq.).  Specifically, this rule is associated with information collections related to the filing of disability benefits claims (VA Form 21-526EZ) as well as Disability Benefits Questionnaires (DBQs) which enable claimants to gather the necessary information from his or her treating physician as to the current symptoms and severity of a disability.  Both types of information collections are currently approved by the Office of Management and Budget (OMB) and have been assigned OMB control numbers 2900-0747, 2900-0749, and 2900-0779.  

PRA Estimate:  There are no incremental information collection costs associated with this regulatory action.

Methodology:  This rulemaking makes changes to current diagnostic codes under the Hematologic and Lymphatic Systems.  Several of the changes to diagnostic codes update medical terminology or add clarification, but do not result in any changes in rating criteria or payments to Veterans.  However, there are cost savings associated with the changes to diagnostic codes 7700, “Anemia, hypochromic-microcytic and megaloblastic, such as iron-deficiency and pernicious anemia”, 7703, “Leukemia”, and 7704, “Myeloproliferative disorders”, which are detailed below.  The combined impact of these sections is shown in the table above.

Diagnostic Code 7700: Anemia, hypochromic-microcytic and megaloblastic, such as iron-deficiency and pernicious anemia

Current diagnostic code 7700 is being separated into four new codes for the major types of anemia:  7720 “Iron deficiency anemia”, 7721 “Folic acid deficiency”, 7722 “Pernicious anemia and Vitamin B12 deficiency anemia, and 7723 “Acquired hemolytic anemia”.  While this will not affect Veterans currently on the rolls, according to Compensation Service, Veterans accessing the rolls that would have received a 70 percent or a 100 percent rating under the current diagnostic code 7700 may receive a 30 percent or lower rating under the proposed codes.  

From 2014 to 2016, an average of 9 Veterans accessed the rolls under diagnostic code 7700 that were rated at 70 percent and 5 that were rated at 100 percent.  Compensation Service estimates that 25 percent of these accessions would not be affected by the revised schedule.  The other 75 percent would have been rated at 30 percent or lower.  For purposes of this cost estimate, we assumed 25 percent would have been rated at each of the 0 percent, 10 percent, and 30 percent levels.

Future accessions under DC 7700 were projected to 2022 as a percentage of total estimated Veteran Compensation accessions from the 2017 Mid-Session Review (MSR) budget.  Termination rates from the 2017 MSR were applied to calculate the cumulative caseload in the out-years.  Savings were estimated by calculating the projected difference in average payments for the varying degrees of disability and applying the savings to the estimated caseload.

	Changes to DC 7700

	Fiscal Year
	Caseload
	Savings ($000)

	2018
	10
	($263)

	2019
	19
	($520)

	2020
	28
	($774)

	2021
	37
	($1,031)

	2022
	45
	($1,291)

	5-Year Total
	 
	($3,879)




Diagnostic Code 7703: Leukemia

Leukemia is currently evaluated at 100 percent for active disease or during a treatment phase.  One of the four main types of leukemia, chronic lymphocytic leukemia (CLL), is now often diagnosed at a very early stage, known as Rai Stage 0.  Unlike the course of the other major types of leukemia, this early stage of CLL may not progress for many years and assigning a 100-percent evaluation would be inappropriate.  This regulation would add a 0 percent evaluation for CLL at Rai Stage 0.

From 2014 to 2016, there was an average of 393 Veteran compensation accessions under diagnostic code 7703.  Compensation Service estimates that 2 percent, or 18, of these accessions were Veterans with CLL at Rai Stage 0.  Under this regulation, these Veterans would have received a 0 percent disability rating rather than the 100 percent they actually received.  Future accessions under DC 7703 were projected to 2022 as a percentage of total estimated Veteran Compensation accessions from the 2017 MSR budget.  Termination rates from the 2017 MSR were applied to calculate the cumulative caseload in the out-years.  Savings were estimated by calculating the projected difference in average payments for 0 and 100 percent rated Veterans for 2019 – FY 2022 and applying the savings to the estimated caseload.


	Changes to DC 7703

	Fiscal Year
	Caseload
	Savings ($000)

	2019
	14
	($569)

	2020
	21
	($847)

	2021
	27
	($1,128)

	2022
	34
	($1,413)

	4-Year Total
	 
	($3,957)




Diagnostic Code 7704: Myeloproliferative disorders

Current diagnostic code 7704 is being separated into three codes: 7704 “Polycythemia vera”, 7718 “Essential thrombocythermia and primary myelofibrosis”, and 7719 “Chrionic myelogenous leukemia (CML)”.  While this will not affect Veterans currently on the rolls, according to Compensation Service, Veterans accessing the rolls that would have received a 100 percent rating under the current diagnostic code 7704 may receive a 60 percent or lower rating under the proposed codes.  

From 2014 to 2016, an average of 4 Veterans that accessed the rolls under diagnostic code 7704 and were rated 100 percent.  Compensation Service estimates that 40 percent of accessions would not be affected by the revised schedule.  The other 60 percent would have been rated at 60 percent or lower, evenly distributed between 60 percent, 30 percent and 10 percent ratings.

Future accessions under DC 7704 were projected to 2022 as a percentage of total estimated Veteran Compensation accessions from the 2017 MSR budget.  Termination rates from the 2017 MSR were applied to calculate the cumulative caseload in the out-years.  Savings were estimated by calculating the projected difference in average payments for the varying degrees of disability and applying the savings to the estimated caseload.









	Changes to DC 7704

	Fiscal Year
	Caseload
	Savings ($000)

	2019
	  5
	($157)

	2020
	  7
	($233)

	2021
	  9
	($310)

	2022
	11
	($389)

	4-Year Total
	 
	($1,089)




a) Administrative Costs There are no additional FTE or GOE cost requirements associated with this rulemaking.

b) Contact For questions regarding the mandatory cost estimate, please contact Brad Dutton, ORM Benefits Budget Division (24), at 202-461-9967.  


Estimated Impact: Benefit savings are estimated to be $1,249,000 in 2019 and $8.6 million for five years.  

	Fiscal Year
	Caseload
	Savings ($000)

	2019
	39
	($1,246)

	2020
	56
	($1,855)

	2021
	73
	($2,469)

	2022
	90
	($3,093)

	4-Year Total
	
	($8,663)





Date: July 19, 2018
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