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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


Date:  January 6, 2017  


Subj:	Economic Impact Analysis for RIN 2900-AP66, Diseases Associated with Exposure to Contaminants in the Water Supply at Camp Lejeune


	I have reviewed this rulemaking package and determined the following.

1. VA has examined the economic, interagency, budgetary, legal, and policy implications of this regulatory action and has concluded that it is an economically significant rule under Executive Order 12866 because it is likely to result in a regulatory action that may have an annual effect on the economy of $100 million or more. 

2. This regulatory action is also a major rule under the Congressional Review Act, because it is likely to result in an annual effect on the economy of $100 million or more. 

3.  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.   

4.  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. 

5.  Attached please find the relevant cost impact documents. 

(Attachment):  Agency’s Impact Analysis, dated October 19, 2016


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






(Attachment)

Regulatory Impact Analysis (RIA) for RIN 2900-AP66 

Title of Regulation:  Diseases Associated with Exposure to Contaminants in the Water Supply at Camp Lejeune

Purpose:  To determine the economic impact of this rulemaking

The Need for the Regulatory Action:  Currently, VA adjudicates all claims for disabilities alleged to be caused by exposure to the contaminants found in the water supply at Camp Lejeune on an individual basis.  Upon receipt of a claim, the Veterans Benefits Administration (VBA) verifies that a veteran served at Camp Lejeune during the period of known contamination.  VBA also requests detailed information about the veteran’s service at Camp Lejeune, to include the length of time the veteran served at the base, his/her duties and locations where he/she worked on base, and whether the veteran resided on or off base.  Once this information is received and verified, a VBA claims processor determines whether there is sufficient evidence to award service connection and, if not, whether there is evidence indicating further examination and medical opinion is warranted.  If there is evidence sufficient to initiate an examination and opinion, VBA requests a medical opinion from an identified subject matter expert (SME) within Veterans Health Administration (VHA).  Currently, all conditions covered by VA’s Camp Lejeune health care law (Public Law 112-154) are subject to examination and opinion unless there is sufficient evidence of record to award service connection without such examination and opinion.

The VHA SME is provided with a list of resources related to the issue of contaminated water at Camp Lejeune and a list of diseases potentially associated with exposure to these contaminants (as identified by multiple scientific organizations).  The SME is required to evaluate all available evidence, to include performing any required testing and considering any additional scientific or medical evidence, to determine whether a veteran’s claimed disability is related to exposure to contaminants in the water supply at Camp Lejeune.  Each SME opinion must be fully supported by a thorough medical rationale.  Thereafter, VBA must review all evidence of record, to include the SME opinion, and determine whether the evidence is sufficient to award service connection.

Adjudicating each individual claim under VA’s current process is labor intensive and employs resources not typically required for standard claims processing.  As new scientific evidence becomes publicly available, including the evidence reviewed in the rulemaking itself, VA anticipates an increase in claims submitted for Camp Lejeune-related conditions.  An increase in Camp Lejeune claims will not only require additional resources to ensure each claim receives the proper individual SME review, but it will also divert resources that are currently employed to process claims unrelated to service at Camp Lejeune.  

Where sufficient support exists, VA’s past practice has been to establish regulations governing presumptive service connection related to environmental and/or toxic exposures.  Establishing a presumption eliminates the need for VA to obtain an individualized medical examination and opinion regarding whether a particular veteran’s disease is associated with a known environmental and/or toxic exposure during service, thereby reducing the administrative burdens and cost of adjudicating each individual claim for benefits.  The Secretary has determined that proof of qualifying service at Camp Lejeune and the subsequent development of one or more of the eight disabilities identified by VA’s Technical Working Group (TWG) is sufficient to support a presumption that the resulting disability was incurred in the line of duty during active military, naval, or air service, to include qualifying Reserve or National Guard service, to establish entitlement to service connection.  

The TWG’s assessment relied on a hazard evaluation model, focusing on the conclusions of internationally respected expert scientific bodies (the Environmental Protection Agency’s Integrated Risk Information System (EPA/IRIS), the National Institute of Health’s National Toxicology Program (NIH/NTP), the World Health Organization’s International Agency for Research on Cancer (WHO/IARC), and the National Academies of Sciences’ National Research Council and Institute of Medicine (NAS/NRC/IOM)).  These organizations were chosen for their rigorous expert selection and peer review processes to ensure objective and nuanced conclusions.  The TWG did not take into account the estimated levels of contamination in the water at Camp Lejeune and therefore could not characterize any risk associated with a specific level of exposure to contaminated water.  

Based upon the results of the TWG analysis, VA’s final regulation presumes a relationship between exposure to contaminants in the water supply at Camp Lejeune (in unknown quantities) and the subsequent development of the following health conditions:  kidney cancer, non-Hodgkin’s lymphoma, adult leukemia, liver cancer, bladder cancer, multiple myeloma, Parkinson’s disease, and aplastic anemia and other myelodysplastic syndromes.  
	
As the considered scientific evidence does not examine exposures, VA will rely on the health care provisions of Public Law 112-154, and its prior implementation of the statute, as a guide to ensure consistency and parity with both the statute and existing health care regulations.  Specifically, in its final rule, VA will presume exposure to contaminants in the water at Camp Lejeune for all active duty, reserve, and National Guard personnel who served for at least 30 days (consecutive or nonconsecutive) at Camp Lejeune during the period beginning August 1, 1953, and ending on December 31, 1987.  The mortality and source site for these conditions is listed in the table below.  












Table – Proposed Diseases
	Conditions
	Mortality
	Source

	Kidney Cancer
	5.3%
	http://seer.cancer.gov/statfacts/html/kidrp.html
5-year survival %: 73.7%

	Non-Hodgkins Lymphoma
	5.9%
	http://seer.cancer.gov/statfacts/html/nhl.html
5 year Survival%: 70.7%

	Multiple Myeloma
	10.3%
	http://seer.cancer.gov/statfacts/html/mulmy.html
5 year Survival%: 48.5%

	Leukemias
	8.1%
	http://seer.cancer.gov/statfacts/html/leuks.html
5 year Survival%: 59.7%

	Liver Cancer
	16.5%
	http://seer.cancer.gov/statfacts/html/livibd.html
5 year Survival%: 17.5%

	Parkinson’s Disease
	2.4%
	http://www.ssa.gov/oact/STATS/table4c6.html
Age 70 general mortality: 2.4%

	Myelodysplastic syndromes
	8.1%
	Data not found; however is associated with leukemias - therefore assumed same mortality as leukemia

	Bladder Cancer
	4.5%
	http://seer.cancer.gov/statfacts/html/urinb.html
5 year Survival%: 77.5%



This methodology estimates the potential budgetary impact of VA presuming service connection for these eight conditions for Veterans, former Reservists, and former National Guard members who served at Camp Lejeune during the period of water contamination for at least 30 days (consecutive or nonconsecutive), to include the potential budgetary impact for their survivors.  It also contains the potential budgetary impact of VHA health care expenses and treatment costs.  

Alternatives Analysis: 
In determining whether to establish presumptive service connection for certain disabilities associated with exposure to contaminants in the water supply at Camp Lejeune, VA considered the alternative of inaction (i.e., maintaining the status quo).  As described in the preceding section, this alternative requires VA to obtain an individual medical opinion from a VHA SME for every individual seeking benefits for one of the eight presumptive conditions.  As noted above, this process involves an unusually high administrative burden from VBA and VHA, both when compared to standard claims processing and when presumptive service connection is established.  VA is unable to quantify these costs at this time.  

VA also notes that failure to take this regulatory action will bar any Reservists or their survivors from establishing entitlement to compensation or survivors benefits for any of the eight presumptive conditions.  In addition to establishing a presumption of service connection for these conditions, this rulemaking establishes the necessary veteran status to warrant entitlement to service connection for disabilities arising post-service due to an in-service environmental exposure.  The costs of extending this benefit to Reservists and their survivors are outlined in the below estimated impact of this rulemaking.

A second alternative course of action to the current rulemaking involves including scleroderma in the list of disabilities presumed to be associated with exposure to contaminants in the water supply at Camp Lejeune.  This alternative was considered on the basis of public and organizational comments received in response to VA’s notice of proposed rulemaking.  While VA considered inclusion of scleroderma, as discussed in the final rule, the available scientific evidence does not support its inclusion in the list of disabilities at this time.  However, VA notes that inclusion of this disability would result in additional VBA mandatory costs of $12.7 million and VHA costs of $3.165 million over 5 years.  There would be no additional VBA General Operating Expense costs associated with the inclusion of scleroderma as the increased claim volume associated with scleroderma would be minimal.

	Scleroderma ONLY

	Fiscal Year
	Caseload
	Treatment Cost
	 
	VHA Enrollees
	VHA Medical Expenses
	 
	Total Expenses

	2017
	22
	$379,378
	
	10
	$34,366
	
	$413,744

	2018
	23
	$555,272
	
	12
	$54,864
	
	$610,136

	2019
	24
	$608,385
	
	13
	$65,432
	
	$673,817

	2020
	24
	$638,804
	
	14
	$74,113
	
	$712,917

	2021
	24
	$670,744
	
	16
	$83,434
	
	$754,178

	Total
	117
	$2,852,583
	
	65
	$312,208
	
	$3,164,791



VA also considered the inclusion of neuro behavioral effects and parkinsonism health conditions, but for the same reason decided not to do so.  VA does not have data with which to quantify the potential impacts of including these conditions.  

Estimated Impact:  VA has determined that there are costs and transfers associated with this rulemaking and has also concluded that it is an economically significant rule under Executive Order 12866, because it is likely to result in a regulatory action that may have an annual effect on the economy of $100 million or more.  The total costs associated with this rulemaking, from both VBA and VHA, are estimated to be $15,389 million in the first year and $55,930 million over a five year period.  The total Transfers associated with this rulemaking, from both VBA and VHA, are estimated to be $336.1 million in the first year and $2.5 billion over a five year period. 
 
	FY
	VBA Mandatory Benefit Transfers
	VBA GOE Costs
	VBA IT Costs
	VHA Medical Expenses Transfers
	VHA Treatment Transfers
	Total Transfers
	Total Costs

	
	
	
	
	
	
	
	

	2017
	$285,264 
	$15,060 
	$329 
	$3,797 
	$47,951 
	$336,955 
	$15,389 

	2018
	$406,833 
	$9,628 
	$179 
	$6,144 
	$71,213
	$484,101 
	$9,807 

	2019
	$437,816 
	$9,564 
	$164 
	$7,371 
	$78,619
	$523,701 
	$9,728 

	2020
	$468,143 
	$10,358 
	$159 
	$8,684 
	$86,058
	$562,764 
	$10,517 

	2021
	$497,011 
	$10,331 
	$158 
	$10,092 
	$93,514
	$600,478 
	$10,489 

	5-yr Total
	$2,095,067 
	$54,941 
	$989 
	$36,089 
	$377,358,397
	$2,507,999 
	$55,930 


Note: All transfers & costs in (000’s)
 This analysis relies in part on data and other listings provided by various personnel at VA.  That data has been reviewed for reasonableness and compared to past trends and other information, when possible.  Some of the information in this analysis is based on historical data and high end volume estimates.  Actual experience will likely vary from this analysis to a degree for a number of reasons. Therefore, emerging experience should be continually monitored to detect whether expectations based on this analysis are appropriate over time.  The results contained in this analysis are projections.  Actual results will differ from those projected here.  For example, it is impossible to determine how world events will unfold.  Those events that impact the economy and the use of the nation's military may have a profound impact on enrollment and expenditure projections into the future.  It is important that actual enrollment and savings and/or costs be monitored and the projections updated regularly based on this changing environment by VA. 
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Mandatory Benefit Transfers
Benefit transfers are estimated to be $285.3 million during the first year and $2.1 billion over a five year period.  For purposes of regulatory impact analysis conducted pursuant to Executive Orders 12866 and 13563, these effects are categorized as transfers from the Federal government to Veterans, Reservists, and Survivors.

	Total Veterans, Reservists, and Survivors

	FY
	Caseload
	Obligations
(in 000's)

	2017
	19,986
	$285,264 

	2018
	20,807
	$406,833 

	2019
	21,851
	$437,816 

	2020
	22,786
	$468,143 

	2021
	23,620
	$497,011 

	5-year Total
	 
	$2,095,067 



Discretionary General Operating Expenses (GOE)
GOE costs for the first year are estimated to be $15.1 million and include salary, benefits, rent, training, supplies, other service, and equipment.  Five-year costs are estimated to be $54.9 million.

	GOE Costs

	Fiscal Year
	FTE
	Obligations ($000)

	2017
	174
	$15,060 

	2018
	94
	$9,628 

	2019
	85
	$9,564 

	2020
	81
	$10,358 

	2021
	80
	$10,331 

	5-Year Total
	 
	$54,941 



Discretionary Information Technology (IT) Costs  
Estimated IT costs for the first year are $329,000.  Five-year costs are estimated to be $989,000.  This includes the IT equipment for FTE, installation, maintenance, and IT support. 
	IT Costs

	Fiscal Year
	FTE
	Obligations ($000)

	2017
	174
	$329 

	2018
	94
	$179 

	2019
	85
	$164 

	2020
	81
	$159 

	2021
	80
	$158 

	5-Year Total
	 
	$989 



Assumptions and Methodology of the Analysis: 

Benefits Methodology
VA is establishing presumptive service connection for eight conditions for which there is at least some epidemiological evidence for an association with one or more of the contaminants found in the water supply at Camp Lejeune from August 1953 – December 1987.  The diseases proposed are as follows: kidney cancer, liver cancer, non-Hodgkin’s lymphoma, adult leukemias, multiple myeloma, aplastic anemia and other myelodysplastic syndromes, Parkinson’s disease, and bladder cancer.  This rulemaking will allow affected reservists and National Guard members to establish Veteran status for the presumption of exposure to contaminated water and service connection.

The chart above summarizes combined Veteran, reservist, and Survivor caseload and costs.  The sections and charts below describe the methodology and resulting caseload and costs separately for Veterans/reservists and Survivors.  For purposes of this cost estimate, VA assumes an effective date of January 1, 2017.  Therefore, the 2017 estimate reflects nine months of costs, while the 2018 – 2022 estimates reflect a full year of costs.

Veteran/Reservist Caseload
The Department of Defense (DoD) estimates approximately 720,000 Veterans and 142,468 Reservists served at Camp Lejeune during the period of water contamination.  Although VA is limiting the presumption of exposure and service connection to individuals who served at least 30 days at Camp Lejeune (consecutively or nonconsecutively), VA assumes that the number of individuals excluded by this 30-day requirement is insignificant for purposes of this cost estimate.  In that regard, the nature of basic, advanced, and other training at Camp Lejeune is such that most individuals who passed through on official orders likely stayed for at least 30 days.

To estimate the number of the- Veterans and Reservists who are living, VA imputed a distribution by age (18 to 37) and year exposed (1953 to 1987).  The resulting distribution of Veterans and reservists was then aged using general mortality by age rates from the Social Security Administration (SSA) to estimate 419,675 Veterans and 83,042 reservists ranging from ages 49 to 102 will be living, and 300,325 Veterans and 59,426 reservists will have deceased by January 1, 2017.  

To estimate the number of Veterans living with each of these conditions as of January 1, 2017, prevalence data from a variety of sources was utilized.  The sources include the National Cancer Institute, American Cancer Society, Centers for Disease Control and Prevention, Census Bureau, Leukemia and Lymphoma Society, and Parkinson’s Disease Foundation.  Further, where available, age-specific prevalence for persons age 45 and older was utilized.  In addition, gender-specific prevalence for bladder cancer was used to calculate the caseload, due to a significantly higher prevalence of this condition among males.  For purposes of calculating bladder cancer caseload using gender-specific prevalence, VBA assumes 93.2 percent of individuals serving at Camp Lejeune were male, based on recent Marine data.  

To estimate annual accessions to the Veteran compensation rolls (i.e. Veterans and reservists who do not have these conditions as of January 1, 2017 but are diagnosed and begin receiving benefits thereafter), incidence data for each condition from the sources listed above was utilized.  Similarly, age and gender-specific incidence data was used for certain conditions.  The incidence rates were applied to the Camp Lejeune living Veteran and reservist caseload projected out to 2021 to calculate new accessions each year.  Condition-specific mortality rates were applied to the caseloads to calculate the number of Veteran and reservist deaths resulting from each condition.  Mortality assumptions for most conditions were based on the five-year survival rates provided from the sources listed above.  For conditions where the mortality rate associated with the condition was lower than the general population at the age of 70 (i.e. Parkinson’s disease), the age 70 general population mortality rate was used.

Based on the prevalence, incidence, and mortality assumptions utilized for each condition, 12,291 Veterans and 2,431 reservists are estimated to have one of these conditions and receive compensation in 2017.  Parkinson’s disease is estimated to be the most prevalent condition (4,317 Veterans/reservists), with the next most prevalent conditions being bladder cancer (3,831) and non-Hodgkin’s lymphoma (2,025).

Veteran Transfers
The projected Veteran compensation caseload for each condition was distributed by degree of disability, based on the distribution of Veterans currently on the rolls for the respective condition.  The caseload was then broken into two groups: Veterans new to the rolls and Veterans already on the rolls.  Based on data provided by VBA’s Office of Performance Analysis and Integrity, 47.4 percent of living Vietnam Veterans are on the compensation rolls.  This percentage was applied to the Veteran caseload to calculate how many Veterans (with each condition and by degree of disability) are currently receiving compensation.  The remaining 52.6 percent of Veterans are assumed to be new to the compensation rolls.

The 47.4 percent of 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 was calculated based on the current 50 percent rating with an additional rating for one of the new Camp Lejeune conditions.  The resulting combined rating varies from remaining at 50 percent (if the Veteran receives a 0 percent rating for the Camp Lejeune condition), to an increase to 100 percent (if the Veteran receives a 90 or 100 percent rating for the Camp Lejeune condition).  The corresponding increases in average payments between degrees of disability, based on the 2017 Mid-Session Review (MSR) Budget, were applied to the caseload to calculate the increase in obligations.  

To calculate costs for the 52.6 percent of Veterans estimated to be new to the compensation rolls, the average payments at each degree of disability from the 2017 MSR Budget were applied to the caseload.  Annual cost-of-living adjustments (COLAs) from the 2017 MSR Budget were applied to estimate average costs in the out-years.  Total Veteran caseload and transfers associated with the Camp Lejeune presumptive conditions are shown in the table below.

	Veterans

	FY
	Caseload
	Obligations
(in 000's)

	2017
	12,291
	$177,162 

	2018
	12,722
	$251,013 

	2019
	13,376
	$269,972 

	2020
	13,936
	$288,049 

	2021
	14,411
	$304,681 

	5-year Total
	 
	$1,290,876 



Reservist Transfers
The projected reservist caseload for each condition was also distributed by degree of disability, based on the distribution of Veterans currently on the rolls for the respective condition.  However, VA assumes that all reservists would be new to the compensation rolls, as opposed to 52.6 percent new to the rolls and 47.4 percent already on the rolls for Veterans.  To calculate costs for reservists, the average payments at each degree of disability from the 2017 MSR Budget were applied to the caseload.  COLA’s from the 2017 MSR Budget were applied to estimate average costs in the out-years.  Total reservist caseload and transfers associated with the Camp Lejeune presumptive conditions are shown in the table below.

	Reservists

	FY
	Caseload
	Obligations
(in 000's)

	2017
	2,431
	$40,355 

	2018
	2,576
	$58,449 

	2019
	2,704
	$62,763 

	2020
	2,813
	$66,878 

	2021
	2,904
	$70,542 

	5-year Total
	 
	$298,987 



Survivor Caseload
For purposes of this estimate, VA assumes that Survivor Dependency and Indemnity Compensation (DIC) eligibility is a direct result of the Camp Lejeune related condition and that the Survivors would not have been eligible for DIC based on other conditions the Veteran or reservist may have had.  To estimate the number of Survivors receiving DIC in 2017, data on deaths resulting from each condition were found from the sources listed above and applied to the estimated 300,325 Veterans and 59,426 reservists who served at Camp Lejeune that deceased prior to January 1, 2017.  Of the Veterans and reservists who died as a result of one of these conditions, VA further assumes 50 percent were married, based on Census Bureau marriage statistics.  Further, VA assumes 58 percent of the spouses are still living, based on the percentage of living Veterans and reservists exposed to contaminated water at Camp Lejeune.  VA also assumes 90 percent of eligible surviving spouses will apply for benefits, and all will be granted.  Based on these assumptions, an estimated 5,264 Survivors will receive benefits in 2017.  The most common conditions associated with a surviving spouse receiving DIC in 2017 would be liver cancer (873), adult leukemias (821), and bladder cancer (807).

Survivor accessions in the out-years are based on the estimated deaths of Veterans and Reservists receiving compensation for one of these conditions.  The estimated Veteran deaths are based on the condition-specific mortality rates described above.  Similarly, a 50 percent marriage rate, 90 percent application rate, and 100 percent grant rate was applied to calculate Survivor accessions.  For purposes of this cost estimate, Survivors are assumed to access the rolls at the beginning of the year following the Veteran’s death.  Survivor deaths were calculated by applying general population mortality rates from SSA and used to project Survivor caseload in the out-years.

Survivor Transfers
Average payments for Survivors receiving DIC are based on the 2017 MSR Budget.  This average ($17,160 annually in FY 2017) was applied to the estimated caseload to calculate obligations.  COLA’s from the 2017 MSR Budget were applied to estimate average costs in the out-years.  Survivor caseload and transfers are shown in following table.

	Survivors

	FY
	Caseload
	Obligations
(in 000's)

	2017
	5,264
	$67,747 

	2018
	5,509
	$97,372 

	2019
	5,771
	$105,081 

	2020
	6,037
	$113,216 

	2021
	6,305
	$121,788 

	5-year Total
	 
	$505,204 






General Operating Expense (GOE) Methodology
GOE costs were developed using 174 FTE to include 78 Veterans Service Representatives (VSR) and 70 Rating Veterans Service Representative (RVSR) starting at the GS-7 and GS-9 levels respectively to process the estimated increase in claims.  In addition, 10 GS-5 Claims Assistants, 5 GS-12 Assistant Coaches, and 11 GS-13 Coaches were included to support newly hired claims processors.  The FTE requirement decreases in the out years to reflect the estimated reduction in receipts. 

In addition to the GS-levels above, all FTE costs were developed using the average VBA locality pay. Standard rates were applied for benefits, rent, supplies, and equipment.  Training and travel costs were estimated based on 6 weeks for VSRs and RVSRs and 2 weeks for Coaches and Assistant Coaches for the first year only.  Travel costs were determined using a standard travel rate.  All other non-pay costs were developed based upon program requirements.  The IT estimate is provided on behalf of OI&T using standard equipment, installation, and maintenance costs.  

Submitted by:  Brad Dutton and Charles Tapp, ORM Benefits Budget Division (24), Veterans Benefits Administration, Department of Veterans Affairs, Washington, DC



Veterans Health Administration (VHA)


Camp Lejeune Reservist Healthcare

VHA’s projections and estimated costs are based on VBA’s estimates above.  Under the final policy, even those who do not opt to enroll with VHA will have their health treatment costs for the specified conditions covered.  This analysis focuses on reservists newly eligible for care in the VHA under this provision.  Based upon the presumptive conditions, the VHA assumes that this newly eligible population would have sufficient service connect disabilities to be considered as 70 percent disabled or higher and would therefore be enrolled as priority group 1, who are not subject to co-pays. 

VHA Caseload and Costs

	Fiscal Year
	Caseload
	Treatment Costs
($000s)
	VHA Enrollees
	VHA Medical Expenses ($000s)
	Total Transfers
($000s)

	2017*
	2,431
	$47,951
	1,094
	$3,797
	$51,748

	2018
	2,576
	$71,213
	1,288
	$6,144
	$77,357

	2019
	2,704
	$78,619
	1,487
	$7,371
	$85,990

	2020
	2,813
	$86,058
	1,688
	$8,684
	$94,743

	2021
	2,904
	$93,514
	1,888
	$10,092
	$103,607

	Total
	
	$377,358
	
	$36,089
	$413,446


* FY 2017 treatment costs and medical expenses reflect only the partial fiscal year 1/1/17 to 9/30/17.

Treatment Costs, reflected above, are costs associated with treating the nine identified conditions and reflect variation in cost for patients initially diagnosed, patients persisting with the condition, and patients in their final year of life.

Additional medical expenses are assumed to result from the reservist population exercising their option to enroll for VHA benefits.  Estimates for the VHA Enrollee population and their general VHA Medical Expenses not associated with the identified conditions are also shown above.  The Total Transfers estimate is the sum of the Treatment Cost and the VHA Medical Expenses.  VHA does not project any offsetting copays or other cost sharing from beneficiaries.

VHA accounted for the anticipated gender mix when developing condition mix assumptions and in refining the treatment costs for the cancer conditions and non-cancer VHA expenses.  VHA blended most assumptions 97%/3% Male/Female, consistent with the age 65+ VHA enrollee population.  Note that while this is a large mix change, compared to U.S. population averages, the impact on costs was relatively small.  Average cancer treatment costs were similar between genders.  For example, shifting to a 50/50 split between male and female case projections would result in costs going up about 1%-2%.

Condition Incidence, Prevalence, & Mortality

The overall Camp Lejeune reservist caseload estimates by year are consistent with VBA caseload estimates presented above and provide the projected number of exposed reservists diagnosed with one of the following conditions who are alive in each fiscal year:
· Bladder Cancer
· Kidney Cancer
· Leukemia
· Lymphoma
· Multiple Myeloma
· Liver Cancer
· Myelodysplastic Syndromes
· Parkinson's Disease

To obtain condition-specific caseload estimates we used published information on incidence, prevalence, and mortality to model condition-specific prevalence rates for the exposed Reservist population and allocate the total caseload by condition.  

Treatment Cost Estimates

Treatment cost estimates were developed separately for each condition.  For all conditions except Parkinson’s Disease, costs were further differentiated by age, gender, and treatment phase.  For this analysis we used average costs for the age 65 and over population to reflect the older ages expected in the exposed Camp Lejeune Reservist population and used the average gender distribution among the ages 65 and over Veteran Enrollee population to reflect the expected gender distribution among participating reservists.  Treatment phases were used to differentiate costs:  initial treatment phase, continuing care phase, and last year of life; the last year of life costs were further differentiated for patients assumed to die as a result of the condition and those who die for some other reason.  Additionally, all treatment costs were trended from the benchmark year to each projection year assuming an annual 5% cost trend.  This trend assumes cost growth greater than that expected by Medicare fee schedules and reflects a cost curve more consistent with internal VA cost trends and commercial trends, which would affect VHA purchased care.

Annualized cancer treatment costs net of member cost sharing were taken from the JNCI reference cited below, which provided estimates for bladder and kidney cancer, leukemia, and lymphoma.  Treatment costs for liver cancer were assumed to be the same as pancreatic cancer and the costs for treating both multiple myeloma and myelodysplastic syndromes were assumed to be the same as leukemia.  

· “Projections of the Cost of Cancer Care in the United States: 2010-2020”, Journal of the National Cancer Institute, January 2011; 103(2): 117-128.

Treatment cost for the Parkinson’s disease was assumed to remain constant across all treatment phases.  The following references were used to obtain treatment costs for each condition, respectively:

· Parkinson’s Disease Foundation (2013). Dollar Cost of Parkinson’s Underscores Need for Research [Press Release].  http://www.pdf.org/en/science_news/release/pr_1363095060.

To obtain total treatment costs estimates for each condition, these condition and treatment-phase specific costs were applied to the population estimates.  In this calculation we applied an additional 20% load to account for administrative expenses not included in the published data (approx. 5%) as well as estimated cost-sharing offsets that were netted from the published costs but will presumably not be paid by the Reservist patient population (approx. 15%).  Also, when differentiating costs for a patient’s last year of life, we assumed that 80% of all patient deaths would be as a result of their identified condition and that the remaining 20% would die for some other reason.  Finally, when developing the FY 2017 estimate, we assumed that the January 1, 2017 start date reduces the cost for that fiscal year by 25%.

VHA Enrollment & Non-Treatment Medical Expenses
A portion of the exposed Camp Lejeune reservist population is assumed to exercise the option to enroll formally with VHA and receive full medical benefits under a presumed enrollment priority of PG1.  To estimate the share of total caseload that elect this option, we assumed that the reservist population would exhibit an average market share comparable to the overall PG1 market share for Veterans ages 65 and over, though this will be preceded by a ramp-up period in which the market share is lower.  The specific assumption applied is that 45% (1,094) of the caseload will enroll with VHA in FY 2017 and that proportion will increase by 5% annually through FY 2021, reaching 65% in that year.

To estimate the expenses for these VHA Enrollees, other than the specified condition treatment costs discussed above, we relied on the 2016 Enrollee Healthcare Projection Model (Model) and used average expenditure projections for PG1 and PG8 Enrollees over the FY 2017 through FY 2021 period.  For all reservists who enroll with VHA, we assumed non-condition medical expenses would on average be a 10%/90% blend of the total projected PG1 and PG8 expenses for Enrollees ages 65 and over, respectively.  Calculations were performed independently for male and female Model projections to produce gender-specific estimates.  The VHA costs include the cost of services along with overhead and administrative services.

The total non-treatment medical expenses are the product of the reservist population assumed to enroll with VHA and the average expenses calculated above.  As with the treatment cost estimates, the non-condition costs for FY 2017 were reduced by 25% to account for the January 1, 2017 start date.





Omitted Costs

VA did not examine new healthcare costs associated with treatment of liver cancer in non-reservists, for which healthcare benefits were not previously provided under Public Law 112-154 and implementing regulations.  As VA develops more program data and becomes more cognizant of the actual use of healthcare benefits for Camp Lejeune Veterans, VA will make appropriate adjustments of these costs.  


Submitted by:  DeAnn Farr, Office of Policy Analysis and Forecasting (10P1A), Veterans Health Administration, Department of Veterans Affairs, Washington, DC


Accounting Statement and Table

As required by OMB Circular A–4, in the table below, VA has prepared an accounting statement showing the classification of transfers, benefits and costs associated with the provisions of this rulemaking.  

	Five Year Projection in Mllions of Dollars 

	 Category
	 
	Transfers

	Monetized Transfers
	Year Dollar
	FY2017
	FY2018
	FY2019
	FY2020
	FY2021
	Present Value
	Annualized

	
	
	
	
	
	
	
	3%
	7%
	3%
	7%

	
	2017
	$336.6
	$484.1
	$523.7
	$562.8
	$600.5
	$2,280.4
	$2,022.4
	$483.4
	$461.0

	
	From:
	Federal Govt
	To:
	Eligible Veterans

	Notes
	 
	Both VBA and VHA transfers are estimated to be $336.1 million during the first year and $2.5 billion over a five year period.  For purposes of this regulatory impact analysis conducted, pursuant to Executive Orders 12866, these effects are categorized as transfers from the federal government to veterans, reservists and survivors.

	Category
	 
	Costs

	Monetized Costs
	Year Dollar
	FY2017
	FY2018
	FY2019
	FY2020
	FY2021
	Present Value
	Annualized

	
	
	
	
	
	
	
	3%
	7%
	3%
	7%

	
	2017
	$15.4
	$9.8
	$9.7
	$10.5
	$10.5
	$51.5
	$46.4
	$10.9
	$10.6

	Notes
	 
	Both VBA and VHA costs are estimated to be $15.4 million during the first year and $55.9 million over a five year period.  For purposes of this regulatory impact analysis conducted, pursuant to Executive Orders 12866, these effects are categorized as costs. 
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