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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


Date:  December 5, 2017  


Subj:	Economic Impact Analysis for RIN 2900-AP27(F), Schedule for Rating Disabilities: Skin


	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 June 2, 2017
(Attachment 2): CFO Concurrence memo, dated June 2, 2017


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







(Attachment 1)
Impact Analysis for RIN 2900-AP27 


Title of Regulation:  Schedule for Rating Disabilities; Skin Conditions

Purpose: To determine the economic impact of this rulemaking.

The Need for the Regulatory Action: On August 12, 2016, the Federal Register published a proposed rule for the VA Schedule for Rating Disabilities: Skin.  VA received multiple responses during the 60-day comment period.  This final rule implements the Secretary’s intent and incorporates revisions resulting from certain comments.  

Estimated Impact:  VA has determined that there are benefit transfer costs associated with this rulemaking.  The benefit transfer costs are estimated to be $5.4 million in 2018 and $37.2 million over a five year period.  

	Total Benefit Transfer Costs (All DCs)

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	883
	$5,416 

	2019
	1,061
	$6,390 

	2020
	1,232
	$7,400 

	2021
	1,399
	$8,445 

	2022
	1,560
	$9,505 

	5-Year Total
	 
	$37,156 



Assumptions and Methodology of the Analysis:  VA proposes to revise several diagnostic codes (DC) conditions involving injury and diseases of the skin.  These revisions, through addition, removal, or other revisions are needed to reflect current medical science, terminology, and functional impairment.  Details on these changes can are described below.

1. DC 7817 - Exfoliative dermatitis
In addition to expanding the list of systemic therapies listed under this DC, VA proposes to include a criterion which considers an individual’s level of response to treatment for both the 60 percent and 100 percent evaluations.  Under the new criteria, a Veteran may qualify for a higher evaluation if he or she is not currently undergoing constant or near-constant systemic therapy but has a history of treatment failure with one or more of the listed therapies.  Historically, a significant number of Veterans with this disorder have failed to respond to treatment (frequently, the condition is related to an underlying malignancy that is not treated successfully, hence the treatment failure).

Data provided by Compensation Service indicates that in 2016, 6,102 Veterans received benefits under DC 7817, with 84 of those Veterans being new to DC 7817’s rolls in 2016.  Compensation Service also provided the disability rating for each of these Veterans under DC 7817.  Under the revised criteria, Compensation Service assumes 25 percent of Veterans on the rolls would re-open their claims for increased evaluation in 2018.  For both re-opened claims and new claims under this DC, Compensation Service estimates that:
· 10 percent of Veterans rated at 10 percent under the old criteria would be rated at 60% under the revised criteria
· 25 percent of Veterans rated at 30 percent under the old criteria would be rated at 60 percent under the revised criteria
· 25 percent of Veterans rated at 30 percent under the old criteria would be rated at 100 percent under the revised criteria
· 20 percent of Veterans rated at 60 percent under the old criteria would be rated at 100 percent under the revised criteria

Based on these assumptions, the ratings distribution under the revised criteria for these Veterans was projected for 2018 – 2022 based on total Veteran compensation caseload, accessions, and terminations from the FY 2018 President’s Budget.

For purposes of this cost estimate, VA assumes Veterans rated at 0 to 50 percent under DC 7817 currently have a combined disability rating of 50 percent, which is consistent with the average degree of disability for all Veterans receiving disability compensation.  VA further assumes that Veterans rated from 60 to 100 percent under DC 7817 have a current combined rating equal to their rating under DC 7817.  To estimate the change in combined rating for these Veterans under the revised criteria, the increase in rating under DC 7817 was applied to their assumed current combined rating.  For example, if a Veteran receives an increase from 30 percent to 60 percent under DC 7817, for purposes of this cost estimate, VA assumes an increase in combined degree of disability from 50 percent to 70 percent.  

Based on these assumptions, the caseload distributed by degree of disability under the current and proposed formulas was then compared to determine the change in combined degrees of disability.  Average payments at each combined degree of disability level from the FY 2018 President’s budget were applied to determine the change in costs. 


	DC 7817

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	81
	$1,781 

	2019
	84
	$1,861 

	2020
	88
	$1,974 

	2021
	92
	$2,104 

	2022
	96
	$2,239 

	5-Year Total
	 
	$9,959 



2. DC 7825 - Urticaria
VA proposes to add two new sets of criteria under the 10 percent evaluation; the revised criteria will allow a 10 percent evaluation to be assigned in more circumstances based upon an individual’s level of response to treatment.  A 10-percent evaluation will still be assigned if recurrent urticarial attacks occur one to three times during the past 12-month period, and intermittent systemic immunosuppressive therapy is required for control.  However, VA intends that a 10 percent evaluation also be assigned if urticarial attacks occur at least four times during the past 12-month period, and treatment with antihistamines or sympathomimetic is required, or if no recurrent urticarial attacks occur, but continuous systemic medication is required for control.  

In 2016, 9,790 Veterans received benefits under DC 7825, with 1,222 of those Veterans being new to the DC 7825’s rolls in 2016.  Under the revised criteria, compensation assumes 25 percent of Veterans on the rolls would re-open their claims for increased evaluation in 2018.  For both re-opened claims and new claims under this DC, Compensation Service estimates 50 percent of Veterans currently rated at 0 percent for DC 7825 would be rated at 10 percent under the revised criteria.  

Based on these assumptions, the ratings distribution under the revised criteria for these Veterans was projected for 2018 – 2022 based on total Veteran compensation caseload and accessions projections as well as termination rates from the FY 2018 President’s Budget.

For purposes of this cost estimate, VA assumes that, under the revised criteria, Veterans with a 0 percent rating under DC 7825 have a combined rating of 50 percent, which is consistent with the average degree of disability for all Veterans receiving disability compensation.  VA further assumes that, under the revised criteria, the caseload that would receive a revised rating from 0 to 10 percent would have a change in combined rating from 50 percent to 60 percent.

Caseload distributed by degree of disability under the current and proposed formulas was then compared to determine the change in combined degrees of disability.  The increase in average payments between the 50 and 60 percent combined degree of disability levels from the FY 2018 President’s Budget were applied to determine the change in costs.  

	DC 7825

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	685
	$3,104 

	2019
	850
	$3,941 

	2020
	1,007
	$4,776 

	2021
	1,160
	$5,628 

	2022
	1,308
	$6,492 

	5-Year Total
	 
	$23,941 



3. DC 7826 - Vasculitis, primary cutaneous
VA proposes to add that the absence of recurrent episodes with continuous systemic medication will also warrant a 10 percent evaluation.  This revision allows a 10 percent evaluation to be assigned in more circumstances, namely, when the disorder is controlled through the use of systemic medications but with a slightly disabling effect as a result of such medication. 

In 2016, 386 Veterans received benefits under DC 7826, with 18 of those Veterans being new to DC 7826’s rolls in 2016.  The methodology and assumptions described about for DC 7825 were applied to DC 7826 to determine costs.  

	DC 7826

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	30
	$136 

	2019
	33
	$153 

	2020
	36
	$171 

	2021
	39
	$189 

	2022
	42
	$208 

	5-Year Total
	 
	$857 



4. DC 7827 - Erythema multiforme; Toxic epidermal necrolysis:
The criteria for the 10 percent evaluation will remain the same, except VA proposes to add that the absence of recurrent episodes with continuous systemic medication will also warrant a 10 percent evaluation.  This allows a 10 percent evaluation to be assigned in more circumstances, based upon the level of response to treatment.  

In 2016, 475 Veterans received benefits under DC 7827, with 36 of those Veterans being new to DC 7827’s rolls in 2016.  The methodology and assumptions described above for DC 7825 were applied to DC 7827 to determine costs.

	DC 7827

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	31
	$140 

	2019
	33
	$153 

	2020
	35
	$166 

	2021
	37
	$180 

	2022
	39
	$194 

	5-Year Total
	 
	$833 



5. DC 7829 - Chloracne
VA proposes to clarify that a 10 percent evaluation should only be assigned when deep acne affects non-intertriginous areas of the body or less than 40 percent of the face and neck.  Intertriginous areas of the body include the axilla of the arm, the anogenital region, and skin folds of the breast or between digits.  Deep acne affecting these areas of the body results in greater functional impairment to the individual because these represent more sensitive areas of the body.  Therefore, VA proposes to assign a higher 20 percent evaluation when deep acne affects the intertriginous areas of the body.

In 2016, 1,075 Veterans received benefits under DC 7829, with 45 of those Veterans being new to the DC 7829’s rolls in 2016.  Under the revised criteria, Compensation Service assumes that 25 percent of Veterans on the rolls would re-open their claims for increased evaluation in 2018.  For both re-opened claims and new claims under this DC, Compensation Service estimates 50 percent of Veterans currently rated at 10 percent for DC 7829 would be rated at 20 percent under the revised criteria.  

Based on these assumptions, the ratings distribution under the revised criteria for these Veterans was projected for 2018 – 2022 based on the total Veteran compensation caseload and accessions projections as well as termination rates from the FY 2018 President’s Budget.

For purposes of this cost estimate, VA assumes that, under the revised criteria, Veterans with a 10 percent rating under DC 7825 have a combined rating of 50 percent, which is consistent with the average degree of disability for all Veterans receiving disability compensation.  VA further assumes that, under the revised criteria, the caseload that would receive a revised rating from 10 to 20 percent would have a change in combined rating from 50 percent to 60 percent.

The caseload distributed by degree of disability under the current and proposed formulas was compared to determine the change in combined degrees of disability.  The increase in average payments between the 50 and 60 percent combined degree of disability levels from the FY 2018 President’s Budget were applied to determine the change in costs.  

	DC 7829

	Fiscal Year
	Caseload
	Costs ($000)

	2018
	56
	$254 

	2019
	61
	$283 

	2020
	66
	$313 

	2021
	71
	$344 

	2022
	75
	$372 

	5-Year Total
	 
	$1,566 



Administrative Costs:  No additional FTE or GOE cost requirements are associated with this regulation.

Submitted by:  
Brad Dutton, 
ORM Benefits Budget Division (24)
Veterans Benefit Administration
June 2, 2017



(Attachment 2)
This CFO memo is associated with RIN 2900-AP27(F)
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