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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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

Date:  June 19, 2017  


Subj:	Economic Impact Analysis for RIN 2900-AQ07/WP2017-012, VA Homeless Providers Grant and Per Diem Program (GPD) 

	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 March 17, 2017
(Attachment 2): CFO Concurrence memo, dated March 18, 2017


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








(Attachment 1)

Impact Analysis for RIN 2900-AQ07/WP 2017-012
RI 03-17-17


Title of Regulation:  VA Homeless Providers Grant and Per Diem Program (GPD)

Purpose:  To determine the economic impact of this rulemaking. 

The Need for the Regulatory Action: The Department of Veterans Affairs (VA) is amending its regulations that govern homeless veterans to conform to recent statutory requirements.  VA is amending the definition of homeless veterans by including veterans who would otherwise be ineligible to receive homeless benefits because of their length of service or type of discharge from the Armed Forces.  This rule will also increase the payment of per diem for those homeless veterans who are placed in transitional housing that will become permanent housing.  This final rule is an essential part of VA’s attempts to eliminate homelessness among the veteran population.

Congress has required VA to expand its definition of veteran as it applies to benefits for homeless veterans.  See Pub. L. 114-315, sec. 701 (Dec. 16, 2016).  This new definition will remove restrictions on length of military service for a homeless veteran receiving benefits from VA, as well as authorize benefits for veterans with types of discharges from the Armed Forces that would normally bar an individual from receiving VA benefits.  Congress also required VA to increase the per diem payments for transitional housing assistance that will become permanent housing for homeless veterans.  See Pub. L. 114-315, sec. 711 (Dec. 16, 2016).  By increasing the per diem payments, the homeless veterans may be better able to transition to and maintain permanent housing.  This final rule amends VA’s Homeless Providers Grant and Per Diem Program regulations, at 38 CFR 61.1, 61.33.

Estimated Impact:  VA has determined that there are costs associated with this rulemaking.  The costs are estimated to be $4.0 million to $4.7 million in FY18, and $25.9 million to $30.8 M for the period of FY18-FY22.  The Homeless Grant and Per Diem Program funding comes from an authorization of the existing appropriation of medical care funding.  This authorization is $257 million each year for the life of the program.  Therefore, the costs of this rulemaking will not exceed the existing appropriation.  

Assumptions and Methodology of the Analysis: Per diem is paid for only occupied beds on a monthly reimbursement schedule; the rate of per diem is currently 100% of the cost of care minus any other sources of income not to exceed the current VA state home rate for domiciliary care as set by the Secretary under 38 U.S.C. 1741(a)(1). Unoccupied beds are not paid per diem.  Currently, 82% of operational beds are occupied on any given night.  The rate of per diem paid also varies between grantees. Currently, per diem annually can range from $183 million to $232 million when service center per diem is added.  These figures do not include the administrative costs to VA to operate the program. 

The provisions of Section 701 could increase the eligible number of Veterans.  We estimate this number to be an additional 10% of the currently occupied 11,500 beds or 1,150 beds.  These Veterans would have to be served in existing GPD beds (12,000 as of September 30, 2017). The average stay in GPD is 120 days; so roughly only 150 Veterans may have to wait for a GPD placement.  There would be no particular cost increase as the overall beds would not be exceeded.   

The provisions of Section 711 raising the per diem rate to one and a half times the state home rate for Transition in Place (TIP) Providers could increase the average annual cost of per diem paid by $2 million from $182 mill to $184 million and  the potential maximum cost by $3 million from $231 to $234 million.  When administrative costs are added back in, the potential to exceed the authorization becomes present.  Under this scenario, and GPD would have to either lower the per diem rate paid or begin to eliminate grantee projects as stated in the regulations to remain under or at the authorization.    

Five year extrapolations would not differ too significantly from the numbers presented above.  The reason for this is of the 13,820 grant and per diem beds available, only 11,500 are being used on any given night.  The Notice of Funding (NOFA) published in the Federal Register on December 23, 2016, has VA only seeking to fund 12,000 beds.  There are no real cost savings with the loss of the 1,820 beds as they are not currently being used and per diem is not paid.  This provides a 500 bed cushion that if not filled could save some funding; however, given the increases caused by Sections 701 and 711, these savings would be quickly utilized in meeting those new provisions. 

Assumptions:
· GPD’s funding authorization will not increase beyond $257 million;
· VA will maintain 12,000 transitional housing beds;
· TIP Providers will be paid 1.5 times the state home rate; 
· An increase in homeless veterans eligible to be served under GPD will occur; and
· GPD Program administrative costs are not included in the calculations.

Methodology:  The spread sheet indicates GPD has 13,820 operational beds of which 11,500 are occupied on any given night.  Taking the average per diem rate currently paid; $43.35 and multiplying it by 11,500 provides the daily average per diem for all operational beds.  The annual average per diem is obtained by multiplying the daily average per diem rate for all operational beds by 365 days.  

Similarly, to obtain the maximum daily per diem rate multiply the maximum per diem rate of $45.79 by the total number of beds available (13,820).  The annual maximum per diem is obtained by multiplying the daily maximum per diem rate by 365 days.  

These calculations provide the range of possible per diem funding in the base year.  

	Baseline Per Diem

	Total Number of beds available
	Average Number of Beds filled each night
	Avg. Per Diem Rate
	Max Per Diem Rate
	Average Daily Per Diem
	Max Daily Per Diem
	Avg. Annual Per Diem
	Max Annual Per Diem

	13,820
	11,500
	$43.35
	$45.79
	$498,525.00
	$632,817.80
	$181,961,625.00
	$230,978,497.00



Section 711 provides for an increase from the standard per diem rate to 1.5 times not to exceed the state home rate for domiciliary care for GPD Transition in Place (TIP) Grantees.  Of the 13,820 operational beds available, there are 400 TIP beds available.  The average number of TIP beds filled each night is 328. 

Taking the average per diem rate currently paid; $43.35 and multiplying it by 328 provides the daily average per diem for all TIP operational beds.  The annual average per diem is obtained by multiplying the daily average per diem rate for all operational beds by 365 days.  

Similarly, to obtain the maximum daily per diem rate multiply the maximum per diem rate of $45.79 by the total number of TIP beds available (400).  The annual maximum per diem is obtained by multiplying the daily maximum per diem rate by 365 days

The increase in each is obtained by taking the average and max rates dividing by two and then adding that (in yellow) result to the base average and max per diem rate provides the average and max per diem rates for TIP beds under Section 711. 

	Section 711 Increase for TIP Grantees

	Number of Beds that are TIP
	Average Number of Beds filled each night
	Avg. Per Diem Rate
	Max Per Diem Rate
	Average Daily Per Diem
	Max Daily Per Diem
	Avg. Annual Per Diem
	Max Annual Per Diem

	400
	328
	$43.35
	$45.79
	$14,218.80
	$18,316.00
	$ 5,189,862.00
	$ 6,685,340.00

	TIP Increase 1.5 * 
	
	$21.68
	$22.90
	$ 7,111.04
	$ 9,160.00
	$ 2,595,529.60
	$ 3,343,400.00

	400
	328
	$65.03
	$68.69
	$21,329.84
	$27,476.00
	$7,785,391.60
	$10,028,740.00



The overall per diem range now changes with the increase in per diem for TIP.  The table below indicates the increase obtained by taking the baseline and adding the TIP increases.  The new range when TIP increase is included is $184 million to $234 million.  

	Combined Base and TIP

	Total Number of beds available
	Average Number of Beds filled each night
	Avg. Per Diem Rate
	Max Per Diem Rate
	Average Daily Per Diem
	Max Daily Per Diem
	Avg. Annual Per Diem
	Max Annual Per Diem

	13,820
	11,500
	$43.35
	$45.79
	$498,525.00
	$632,817.80
	$181,961,625.00
	$230,978,497.00

	TIP  400 Increase 
	TIP 328 Increase
	$21.68
	$22.90
	$ 7,111.04
	$ 9,160.00
	$ 2,595,529.60
	$ 3,343,400.00

	 New Totals for Range
	$65.03
	68.69
	$505,636.04
	$641,977.80
	$184,557,154.60
	$234,321,897.00



Section 701 clarifies eligibility and formally expands the pool of eligible Veterans for the grant and per diem program.  We estimate this number to be an additional 10% of the currently occupied 11,500 beds or 1,150 beds.  These Veterans are now and would continue to be served in existing GPD beds (12,000). The average stay in GPD is 120 days so roughly only 150 Veterans may have to wait for a GPD placement.  There would be no particular cost increase as the overall beds will not be exceeded.  

Finally, GPD has 24 operational service centers for which per diem is paid. This per diem is paid by the hour.  The rate is obtained by taking the overall service center costs as provided by the grantee and establishing a daily rate for 8 hours of service.  The per diem rate is then broken down into hourly increments.  

The use (number of visits) of the service centers and per diem paid varies greatly from month to month.  For the purpose of this impact analysis the annual per diem paid for service centers is the best indicator.  GPD averages $1.37 million annually of service center per diem paid.  This amount is added to the range below. 


	Combined Base/ TIP/ Service Centers

	Total Number of beds available
	Average Number of Beds filled each night
	Avg. Per Diem Rate
	Max Per Diem Rate
	Average Daily Per Diem
	Max Daily Per Diem
	Avg. Annual Per Diem
	Max Annual Per Diem

	13,820
	11,500
	$43.35
	$45.79
	$498,525.00
	$632,817.80
	$181,961,625.00
	$230,978,497.00

	TIP 400
beds Increase 
	TIP 328 beds Increase
	$21.68
	$22.90
	$ 7,111.04
	$ 9,160.00
	$ 2,595,529.60
	$ 3,343,400.00

	Service Centers
	
	
	
	
	$1,370,000.00
	$1,370,000.00

	 New Totals for Range
	
	
	$505,636.04
	$641,977.80
	$185,927,154.00
	$235,691,897.00



Finally, the State Home Program daily rate of per diem which we are tied to statutorily increases by one to two dollars per year.  GPD using a rate of increase of $1.50 which would increase the baseline numbers by .034 per year provides the estimated 5-year figures for per diem. 

	Five Years Avg and Annual Per Diem    Note: Years  2020, 2021, 2022 would require per diem rate decreases to stay within the authorization    

	Year
	Avg Annual Per Diem Before Regulation 
	Max Annual Per Diem Before Regulation 
	Avg. Annual Per Diem After Regulation
	Max Annual Per Diem After Regulation 
	Avg. Annual Per Diem Net Impact
	Max Annual Per Diem Net Impact
	Authorization Max

	2017
	$181,961,625.00
	$230,978,497.00
	$185,927,154.00 
	$235,691,897.00 
	$3,965,529.00 
	$4,713,400.00 
	$257,000,000.00 

	2018
	$188,148,320.25
	$238,831,765.90
	$192,248,677.24 
	$243,705,421.50 
	$4,100,356.99 
	$4,873,655.60 
	$257,000,000.00 

	2019
	$194,545,363.14
	$246,952,045.94
	$198,785,132.26 
	$251,991,405.83 
	$4,239,769.12 
	$5,039,359.89 
	$257,000,000.00 

	2020
	$201,159,905.49
	$255,348,415.50
	$205,543,826.76 
	$260,559,113.63 
	$4,383,921.27 
	$5,210,698.13 
	$257,000,000.00 

	2021
	$207,999,342.27
	$264,030,261.63
	$212,532,316.87 
	$269,418,123.49 
	$4,532,974.60 
	$5,387,861.86 
	$257,000,000.00 

	2022
	$215,071,319.91
	$273,007,290.52
	$219,758,415.64 
	$278,578,339.69 
	$4,687,095.73 
	$5,571,049.17 
	$257,000,000.00 

	5 Year Impact
	$25,909,646.71 
	$30,796,024.65 
	 


Submitted by: Guy Liedke, Program Analyst, VA National Grant and Per Diem Program Office (GPD), Tampa, FL 33617, 3/22/2017 



(Attachment 2)

Memorandum

Department of
Veterans Affairs

Date:        July 14, 2017

From:       VHA Chief Financial Officer (10A3)

Subj:        Impact Analysis for RIN 2900-AQ07/WP2017-012, VA Homeless Providers Grant and Per
Diem Program (GPD)
To:           Chief Impact Analyst, Office of Regulation Policy and Management, Office of the General
Counsel (02REG)

1.  I concur with the costs associated with the attached impact analysis for RIN 2900- AQ07/WP2017-012, Change in GPD eligibility and per diem rates among Transition in Place (TIP) providers. To conform to recent statutory requirements, VA is amending the definition of homeless Veterans by including Veterans who would otherwise be ineligible to receive homeless benefits because of their length of service or type of discharge from the Armed Forces. This rule will also increase the payment of per diem for those homeless Veterans who are placed in transitional housing that will become permanent housing. This final rule is an essential part of VA’s attempts to eliminate homelessness among the Veteran population. Congress has required VA to expand its definition of Veteran as it applies to benefits for homeless Veterans. See Pub. L. 114-315, sec. 701 (Dec. 16, 2016). This new definition will remove restrictions on length of military service for a homeless Veteran receiving benefits from VA, as well as authorize benefits for Veterans with types of discharges from the Armed Forces that would normally bar an individual from receiving VA benefits. Congress also required VA to increase the per diem payments for transitional housing assistance that will become permanent housing for homeless Veterans. See Pub. L. 114-315, sec. 711 (Dec. 16, 2016). By increasing the per diem payments, the homeless Veterans may be better able to transition to and maintain permanent housing. This final rule amends VA’s Homeless Providers Grant and Per Diem Program regulations, at 38 CFR 61.1, 61.33

2.  Although, there are costs associated with this rulemaking, $4.0 million to $4.7 million in FY18, and $25.9 million to $30.8 M for the period of FY18-FY22, the Homeless Grant and Per Diem Program funding comes from an authorization of the existing appropriation of medical care funding.  Therefore, the costs of this rulemaking will not exceed the existing appropriation.

3.  Questions regarding this cost analysis may be directed to Ed Bernard, ACFO, Office of Resource Management, at (202) 443-5078.
Mark W. Yow
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