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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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

Date:  April 30, 2018 


Subj:	Economic Impact Analysis for RIN 2900-AO88, Per Diem Paid to States for Care of Eligible Veterans in State Homes

	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 document. 

(Attachment):  Agency’s Impact Analysis, dated April 30, 2018


Approved by:
Jeffrey M. Martin
Impact Analyst
Office of Regulation Policy & Management (00REG)
Office of the Secretary











(Attachment 1)

Impact Analysis for RIN 2900-AO88


Title of Regulation: Per Diem Paid to States for Care of Eligible Veterans in State Homes

Purpose:  To determine the economic impact of this rulemaking. 

Background: This rulemaking adopts as final, with changes, proposed amendments to VA’s regulations governing payment of per diem to States for nursing home care, domiciliary care, and adult day health care for eligible veterans in State homes.  This rulemaking reorganizes, updates, and clarifies State home regulations, authorizes greater flexibility in adult day health care programs, and establishes regulations regarding domiciliary care, with clarifications regarding the care that State homes must provide to veterans in domiciliaries.

[bookmark: _Hlk512956488]Estimated Impact:  VA has determined that there are per diem cost savings to VA associated with this rulemaking.  The per diem rates for nursing home services is higher than the per diem rates for the ADHC services.  Based on an increase of ADHC services and a decrease in Nursing Home services, VA estimates per diem cost savings of ($884,276.00) in FY2018 and ($5,229,799.00) over a five-year period.  Per diem costs savings are considered discretionary/administrative costs and there are no transfers associated with this rulemaking.    

Assumptions and Methodology:  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.  

The three SVH facilities currently providing ADHC services are in: Hilo, HI (VISN 21), Minneapolis, MN (VISN 23), and Stony Brook, NY (VISN 2). To determine the economic impact of this rulemaking, historic data from the three ADHC facilities were analyzed. Table 1 below provides ADHC figures for FY17.




Table 1:   ADHC Figures, by Facility, Fiscal Year 2017
	 
	Recognized Participants Slots
	Avg. Daily Census (ADC)*
	Total days of care*
	FY 2017             Per Diem Rate
	Total Per Diem Cost to VA*

	Hilo ADHC
	24
	5.43
	1,499
	$77.02 
	$114,006 

	Minneapolis ADHC**
	35
	14.17
	4,045
	$84.52 
	$341,883 

	Stony Brook ADHC
	50
	17.06
	5,597
	$84.52 
	$473,058 

	Total ADHC
	109
	36.66
	11,141
	$82.02 
	$928,947 


Data Source:  SVHFG Portal 
* Cost rounded to the nearest dollar

By enabling SVHs to provide either social or medical model ADHC services, there would be a gradual increase in the number of SVH’s that would offer an ADHC program. VA does not have a model to project how many SVH ADHC programs would be added each year, however; we can project some program growth. For this impact analysis, VA estimates that there will be one new SVH facility developed and recognized annually that will offer the ADHC program.  Once a facility is built or begins offering ADHC program and has at least 10 participants or 50% capacity (whichever is less), VA would conduct a recognition survey.  After completion of the survey, it can take up to four months for the concurrence process to obtain final approval.  Because of the length of time needed to obtain recognition of either a medical or social model ADHC facility, the cost impact is based on fiscal years FY2018 through FY2022.   

As a result of increased ADHC programs and SVHs, VA would experience an increase in the number of Veterans who are not currently in nursing home care, but would benefit from an ADHC program. This potential increase of Veterans seeking and enrolling in ADHC services would gradually increase VA’s per diem costs to provide the additional ADHC services.  However, based on historical data and information, many Veterans currently in a Nursing Home setting would rather be or are more suited for an ADHC setting.  

The ADHC per diem rate was $85.37 in FY17. The forecasted ADHC ADC, total days of care and per diem figures below in Table 2 are projected based on linear regression models that use historic ADHC data from FY12-FY17. 












Table 2:  Forecasted ADHC Figures, by Fiscal Year, 2018-2022

	Fiscal Year 
	Forecasted Avg. Daily Census (ADC) in ADHC Program
	Forecasted Total Days of Care
	Forecasted State ADHC Per Diem Rate* 
	Forecasted Total Annual Per Diem Cost to VA**

	FY18
	50
	12,550
	$85.37 
	$1,071,394 

	FY19
	53
	13,303
	$88.22 
	$1,173,591 

	FY20
	57
	14,307
	$89.96 
	$1,287,058 

	FY21
	60
	15,060
	$91.71 
	$1,381,153 

	FY22
	63
	15,813
	$93.45 
	$1,477,725 

	5-Year Total
	-
	-
	-
	$6,390,921


*The per diem rate for FY18 is the actual per diem amount for the year. 
**Derived by multiplying the forecasted total days of care by the forecasted ADHC per diem. Total cost rounded to the nearest dollar. 

VA assumes that the same number of Veterans that would enroll in the ADHC program (as reflected in the chart above) would no longer seek or need nursing home services.  This would gradually decrease VA’s per diem costs to provide nursing home services, because the per diem costs and number of days spent for nursing home services are higher than that of the ADHC services.  The State Nursing Home Per Diem (Basic) amount is set to $107.16 in FY18. State Home Nursing Home (Basic) per diem amounts are forecasted for FY18-22 based on a linear regression model that uses FY12-17 per diem amounts as inputs.

Table 3:  Forecasted State Nursing Home Per Diem Costs for Potential ADHC Candidates, by Fiscal Year, 2018-2022

	Fiscal Year 
	Forecasted Veterans to seek ADHC in lieu of State Nursing Home Care
	Annual Average days of care
	Forecasted State Nursing Home (Basic) Per Diem Rate* 
	Forecasted Annual Per Diem Costs for State Nursing Home Care for Potential ADHC Candidates**

	FY18
	50
	365
	$107.16 
	$1,955,670 

	FY19
	53
	365
	$110.40 
	$2,135,688 

	FY20
	57
	365
	$112.47 
	$2,339,938 

	FY21
	60
	365
	$114.53 
	$2,508,207 

	FY22
	63
	365
	$116.60
	$2,681,217 

	5-Year Total
	-
	 
	-
	11,620,720


*The per diem rate for FY18 is the actual per diem amount for the year. 
**Derived by multiplying the forecasted total days of care by the forecasted ADHC per diem. Total cost rounded to the nearest dollar. 




Table 4:  Forecasted Potential Per Diem Cost Savings, by Fiscal Year, 2018-2022
	Fiscal Year
	Forecasted Annual Per Diem Costs for State ADHC Services
	Forecasted Annual Per Diem Costs for State Nursing Home Care for Potential ADHC Candidates
	Annual Per Diem Cost Savings State NH Care to VA

	FY18
	$1,071,394 
	$1,955,670 
	$884,276 

	FY19
	$1,173,591 
	$2,135,688 
	$962,097 

	FY20
	$1,287,058 
	$2,339,938 
	$1,052,880 

	FY21
	$1,381,153 
	$2,508,207 
	$1,127,054 

	FY22
	$1,477,725 
	$2,681,217 
	$1,203,492 

	5-Year Total
	$6,390,921 
	$11,620,720 
	$5,229,799 



[bookmark: _Hlk512956435]PRA Impact:  This final rulemaking contains no new or proposed provisions constituting collections of information under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3521).


Submitted by: Kimberly Kelley, National Director, Home and Community Based Services, Geriatrics and Extended Care Services (10NC4), Veterans Health Administration, Department of Veterans Affairs, 810 Vermont Ave., NW, Washington, DC 20420

Date: April 30, 2018
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