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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


Date:  May 9, 2018  


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ06(F), Authority of Health Care Providers to Practice Telehealth

	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, based on that analysis, OMB 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 document. 

(Attachment):  Agency’s Impact Analysis, dated March 2, 2018


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


(Attachment)


Impact Analysis for RIN 2900-AQ06

Title of Regulation: Authority of Health Care Providers to Practice Telehealth

Purpose:  To determine the economic impact of this rulemaking. 

[bookmark: _Hlk513014550][bookmark: OLE_LINK1]The Need for the Regulatory Action:  The Department of Veterans Affairs (VA) is amending its medical regulations by standardizing the delivery of care by VA health care providers through telehealth. This rule ensures that VA health care providers can offer the same level of care to all beneficiaries, irrespective of the State or location in a State of the VA health care provider or the beneficiary. This final rule achieves important Federal interests by increasing the availability of mental health, specialty, and general clinical care for all beneficiaries.  This final rule with edits, adopts the proposed rule that published in the Federal Register on October 2, 2017 (82 FR 45756).    

Assumptions and Methodology of the Analysis:  To achieve important Federal interests, including, but not limited to, ensuring the availability of specialty and general clinical care for beneficiaries in rural areas, the Department of Veterans Affairs (VA) is amending its medical regulations.  Through this rulemaking, VA health care providers will have authority to provide the same level of telehealth services to all beneficiaries, irrespective of the health care provider’s location or the location of the beneficiaries receiving the care.  Of note, this rulemaking only grants health care providers the ability to practice telehealth within the scope of their VA employment and does not otherwise grant health care providers additional authorities that go beyond what is required or authorized by Federal law and regulations or as defined in the laws and practice acts of the health care providers’ State license, registration, or certification.

VA’s ability to develop a concise statement and conclusion on this rule’s financial impact is complicated by multiple factors.  These factors include VA’s existing telehealth program, its expansion plans, and its existing authorities to provide telehealth services.  As noted below, assumptions were made in order to reach a conclusion. 

The VA Telehealth program leverages information and telecommunication technologies to connect beneficiaries with their clinicians and allied or ancillary health care professionals irrespective of the health care provider’s location or the beneficiary’s location. 

Telehealth enhances the capacity of the VA health care system to deliver services, empowering VA to deliver critical or needed health care services to beneficiaries located in areas where health care providers or specialty care may be unavailable.  It also increases the accessibility of VA care, bringing VA health care provider services to locations most convenient for beneficiaries, including clinics in remote communities and beneficiary’s homes. 

In fiscal year 2016, almost 12 percent of veterans who received clinical services from VA, received an element of their care through telehealth.  This number represents more than 702,000 veterans served and over 2.17 million telehealth episodes of care.  Related, VA currently allocates approximately 1.2 billion dollars of its budget to telehealth operations and services. 

Based on the benefits of the existing VA telehealth program and its potential to enhance health care system capacity and accessibility, VA plans to expand its already significant use of telehealth in the delivery of health care. This planned expansion includes the integration of video conferencing into the clinical operations of almost all health care providers, development of telehealth clinical resource centers in nearly every VA network to support consistent service delivery, and virtual inclusion of families and caregivers at clinic visits when preferred.

The enhanced authority to practice telehealth irrespective of the location of the beneficiary or health care provider will enable VA to optimize its national health care enterprise and most effectively use its technology to standardize the delivery of services in all locations. However, for the purpose of this analysis, the VA assumes that expanded use of existing telehealth equipment or infrastructure does not create a direct cost for that equipment or infrastructure attributable to the regulation.  To further clarify this assumption, if a clinic has telehealth equipment, the equipment cost does not become attributed to the regulation simply because it could be used by more providers or could be used to deliver services to more locations following an expanded authority.

Further, in considering the potential cost impact of an expanded telehealth authority, VA is only considering the cost impact associated with existing enrollees, as the influence of this regulation on the desire of veterans to enroll in VA health care is not available and would be primarily speculative. 


[bookmark: _Hlk513014492]Estimated Impact:  VA has determined that there are both transfers and administrative costs savings associated with this rulemaking.  VA’s administrative costs savings are attributable to equipment costs, IT infrastructure costs and a reduction in beneficiary travel costs.  The transfers are attributable to a reduction in veterans’ co-payments.     

Assumptions of the Economic Impact:  Telehealth expansion enhances the accessibility of existing clinical services by moving services closer to the Veteran. It also enables VA to leverage existing resources to better meet demand by facilitating the shifting of resources to areas of need.  This final rule supports the expanded use of telehealth services but does not establish new requirements for VA or new benefits for Veterans. Its specific purpose is to clarify the authority for VA employees to deliver telehealth care to beneficiaries. As such, while the VA recognizes that telehealth may have minimal discretionary cost.  This minimal impact is due to the use of existing resources to expand telehealth services under this authority as well as offsetting costs and transfer savings attributable to telehealth expansion under this authority.
Telehealth technologies allow providers to readily deliver services at the locations most convenient for Veterans, including in their homes. When a provider is able to use more of his/her appointment slots for telehealth care in the home, it expands telehealth and the accessibility of the provider’s services, but does not require additional clinical resources. In this case, telehealth visits are used in place of in-person visits but do not, in general, change the number of overall visits, supply, or demand.  

Similarly, when the VA is able to hire providers in urban centers to help serve Veterans in rural communities, telehealth is expanded along with service capacity in the rural area, but total cost to the organization is not significantly changed since personnel and administrative costs are moved from one area to another. Additionally, in the case where VA is paying for care in the community in these rural areas due to a lack of VA facility services, there is a likewise shift of cost away from VA supported community care to cost supporting the clinical staff in the urban VA facility. 

Telehealth equipment represents discretionary/administrative costs associated with telehealth services. As part of this analysis, VA estimated that approximately 9,923 impacted providers would gain the explicit authority to provide telehealth services, specifically to a Veteran’s home, as part of their routine practice following publication of a final rule. Impacted providers were identified by providers working at a telehealth resource center, which can deliver clinical services to multiple states, and VA providers with one state license which does not correspond to their state of residence. 

According to the analysis, impacted providers would likely contribute between 394,592 and 1,419,332 additional telehealth encounters per year following publication of the rule. While VA expects to maximally leverage its existing IT and equipment infrastructure to expand telehealth services under an expanded authority, a potential discretionary/administrative cost of $3,621,895 can be attributed to this regulation based on an equipment cost of $365 per each of these impacted providers, 

Loss of appointment co-payments (co-pays) is another area where VA believes there will be direct loss of revenues (transfers) related to this regulation.  This final rule would allow veterans, who otherwise would need to travel to a VA medical facility for telehealth care, to access VA health care from their own homes.  At a VA medical facility, in-person and telehealth visits may generate co-pays; whereas video telehealth to the home is co-pay exempt.  See 38 CFR 17.108(e)(16).  In fiscal year (FY) 2016 there were 798,398 video telehealth visits where the veteran traveled into a VA facility to receive telehealth care, which generated a total of $1,010,450 in co-pays. Based on the provision of all these telehealth visits into the home instead of at a VA facility, the average co-pay cost for each visit, and the range of potential telehealth encounters by impacted providers, a co-pay (loss of revenues/transfers) could range from $1,507,636 to $2,798,808.
 
IT infrastructure enhancements to support telehealth video sessions represent another discretionary/administrative cost. Based on a VA Information Technology cost estimate for supporting telehealth expansion requirements and the percentage of impacted providers amongst all providers included in the VA assessment for the regulation, an additional $1,520,000 per year will be needed for IT infrastructure to support impacted providers. 

Any costs savings attributable to this rulemaking is difficult to estimate in total. However, discretionary/administrative costs will be offset by the reduced beneficiary travel costs savings), as well as indirect cost avoidance associated with increased accessibility to quality clinical services.  As an example, the VA Allocation Resource Center (ARC) estimated that telehealth care led to over $24 million in beneficiary travel cost avoidance in FY2016 . This estimate was based on geocoding the provider and Veteran location during telehealth encounters, identifying which Veterans are likely eligible for beneficiary travel, and then calculating the travel cost reduction based on the distance between the providers and eligible Veterans. 

The ARC initially estimated the cost reduction for Veterans who had Telehealth appointments and would likely qualify for beneficiary travel. This produced the total figure ($24m) mention above and an average cost reduction of $27 per visit.  This initial methodology could not be extrapolated to estimate the average cost reduction for “X” number of potential telehealth encounters following publication of the regulation since not all Veterans who receive telehealth have beneficiary travel.  We thus asked the ARC to include all telehealth encounters in the denominator, regardless of whether the Veteran was likely to be eligible for beneficiary travel. When telehealth appointments with Veterans who were less likely to qualify for beneficiary travel were factored into the calculations, the average cost reduction per visit was $22.  This figure ($22) was then multiplied by the “Lower Range” and “Upper Range” of potential telehealth visits from Table 1 to produce the dollar figure range listed. 


Based on the average cost avoidance per telehealth visit and the estimated increased telehealth encounters from impacted providers, the VA estimates this rule to reduce travel costs by approximately $8,681,024 to $31,275,304 per year. 

In addition to the offsets from beneficiary travel cost savings, based on internal fiscal year 2016 data, Veterans receiving mental health care through video telehealth services had an over thirty percent reduction in hospital admissions compared to their baseline.  VA has not placed a specific figure on this indirect cost avoidance. 










Summary Table

[bookmark: _Hlk513014636]Table 1: Projected ranges of telehealth visits anticipated from an estimated 9,923 providers who will be impacted by the regulation and the total discretionary/administrative costs savings and transfers are reflected below:   
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	Telehealth Visits
	Equipment Costs
	Co-Pay (Loss of Transfers)
	IT Infrastructure Costs
	Beneficiary Travel Costs Savings
	Total                                    Cost Savings (Net of Costs)
	Total Transfers

	Lower Range
	394,592
	$3,621,895
	$1,507,636
	$1,520,000
	($8,681,024)
	($3,539,129)
	
$1,507,636

	Upper Range
	1,419,332
	$3,621,895
	$2,798,808
	$1,520,000
	($31,275,304)
	($26,133,409)
	
$2,798,808



Paperwork Reduction Act: This rulemaking contains no provisions constituting a collection of information under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3521). Therefore, we expect no increased and/or decreased PRA costs.

Executive Order 13771: This final rule is considered an EO 13771 deregulatory action. 

Submitted by: 
Kevin Galpin, M.D.
VHA Executive Director, Telehealth Services
March 2, 2018
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