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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


November 30, 2018


Subj:	Economic Impact Analysis for RIN 2900-AQ43, Schedule for Rating Disabilities: Infectious Diseases, Immune Disorders, and Nutritional Deficiencies.


	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 November 29, 2018.


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









(Attachment)

DEPARTMENT OF VETERANS AFFAIRS
REGULATORY IMPACT ANALYSIS (RIA)

[bookmark: _Hlk531085133]Organization: Veterans Benefits Administration (VBA)

Title of Rulemaking:  Schedule for Rating Disabilities: Infectious Diseases, Immune Disorders, and Nutritional Deficiencies

RIN:  2900-AQ43(P)

Title of Rulemaking:  Schedule for Rating Disabilities – Infectious Diseases, Immune Disorders, and Nutritional Deficiencies

Purpose:  To determine the economic impact of this rulemaking.

[bookmark: _Hlk531175049]Statement of Need:  Section 501(a) of title 38, United States Code, provides that ‘[t]he Secretary has the authority to prescribe all rules and regulations which are necessary or appropriate to carry out the laws administered by [VA], and are consistent with those laws.”  Additionally, section 1155 of title 38, United States Code, proves that “[t]he Secretary shall adopt and apply a schedule of ratings of reductions in earning capacity from specific injuries or combination of injuries…The Secretary shall from time to time readjust this schedule of ratings in accordance with experience.”  As part of its ongoing revision of the VA Schedule for Rating Disabilities (“VASRD” or “Rating Schedule”), VA proposes changes to 38 CFR 4.88b, which currently lists twenty-two diagnostic codes encompassing infectious diseases, immune disorders, and nutritional deficiencies.  VA proposes to: (1) update the medical terminology of certain infectious disease, immune disorders, and nutritional deficiencies; (2) add medical conditions not currently in the Rating Schedule; and (3) refine evaluation criteria based on medical advances that have occurred since the last revision and (4) incorporate current understanding of functional changes associated with or resulting from a disease.  The current version of the VASRD has not undergone a complete revision since 1945 and currently reflects outdated, inaccurate, or obsolete medical, scientific, and/or economic information.

Summary:  The Department of Veterans Affairs (VA) proposes to amend the section of the VA Schedule for Rating Disabilities (VASRD or Rating Schedule) that addresses infectious diseases and immune disorders.  The purpose of these changes is to: 
1. Update the medical terminology of certain infectious disease, immune disorders, and nutritional deficiencies; 
2. Add medical conditions not currently in the Rating Schedule;
3. Refine evaluation criteria based on medical advances that have occurred since the last revision; and 
4. Incorporate current understanding of functional changes associated with or resulting from a disease (pathophysiology).


[bookmark: _Hlk531172922]Benefits:  This rulemaking allows for more accurate and adequate disability evaluations, ensuring adequate compensation for disabled veterans.  Additionally, updating to reflect current medical and scientific standards allows for more efficient claims processing by matching currently accepted medical practice and assessment.  This supports the Secretary’s goal of providing benefits in a timely manner, modernizing systems, and ensuring Veterans can make informed decisions about the benefits they seek by basing them on current and familiar medical standards and practices.  

Estimated Impact:
Transfers or Transfer Savings:  Transfer savings to the C&P appropriation associated with this proposed rulemaking are estimated to be $399 thousand in 2020 and $2.0 million for five years.  

	Total: VASRD Infectious Disease

	Fiscal Year
	Caseload
	(Savings)
($000)

	2019
	41
	($399)

	2020
	42
	($411)

	2021
	41
	($395)

	2022
	41
	($404)

	2023
	41
	($414)

	5-Year Total
	 
	($2,022)




Costs: There are no costs associated with this regulatory action.

Loss of Revenues: There are no loss of revenues associated with this regulatory action.

Paperwork Reduction Act (PRA):  This proposed rule contains no provisions constituting a collection of information under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3521).

PRA Costs/Savings:  There are no incremental information collection costs associated with this regulatory action.


Alternative Policy Approaches:    
[bookmark: _Hlk531173830]An alternative policy approach is to not update the VASRD criteria.  Failure to do so would result in the application of outdated medical, scientific, and economic data in the evaluation of disabilities incurred by Veterans.  The application of outdated criteria would render disability evaluations inadequate, inaccurate, and, in some cases, in conflict with current medical and economic understanding of disability.  Not only would this conflict result in inadequate assessment of disabilities, it would also result in reduced efficiency in claims processing and delivery of benefits, as VA could not rely on modern medical records (when available) to quickly assess impairment due to an infectious disease.  Failing to maximize efficiency in claims processing and delivery of benefits could result in decreased participation by veterans in not only the disability compensation program, but also with VA services.

VA policy objective is to (1) update the medical terminology of certain infectious disease, immune disorders, and nutritional deficiencies; (2) add medical conditions not currently in the Rating Schedule; and (3) refine evaluation criteria based on medical advances that have occurred since the last revision and (4) incorporate current understanding of functional changes associated with or resulting from a disease.  VA cannot achieve these goals through non-regulatory action.


Assumptions and Methodology:  

The proposed revisions to CFR 4.88b include:
1. A new General Rating Formula,
2. Updates to seventeen current DCs, and
3. Adding nine additional DCs.

The preceding table shows combined savings for all revisions, and savings due to changes to individual DCs are detailed below.  

General Rating Formula
Currently, each infectious disease listed under CFR 4.88b has its own prescribed rating criteria.  In general, the diagnostic codes associated with these conditions direct field personnel to rate a particular infectious disease as 100 percent disabling during an active period of the disease.  VA proposes to add a general rating formula under CFR 4.88b, which would assign a 100 percent rating while the disease is active.  This change would not result in costs or savings to DCs that will be evaluated under the general rating formula.  The purpose of the general rating formula is to ensure consistency in rating these conditions. 

Updates to Current DCs under CFR 4.88b
This proposed rulemaking makes changes to seventeen current diagnostic codes.  Changes to fifteen of the diagnostic codes do not result in any changes in rating criteria or payments to Veterans.  There are cost savings associated with the proposed changes to diagnostic codes 6306 – Bartonellosis, and 6351 – HIV-Related Illness, which are individually detailed below.  

Diagnostic Code 6306 - Bartonellosis
Currently, Veterans rated under DC 6306 are given a 100 percent rating for three months.  VA proposes to revise the rating criteria to provide a 100 percent evaluation during active infection and remove the provision for a three-month convalescence period.  Active infection of Bartonellosis, on average, lasts for two months.

At the end of FY 2018, two Veterans were on the compensation rolls with a 100 percent rating under DC 6306.  Since, under the current rating criteria, Veterans would only be rated at the 100 percent level for 3 months, VA estimates that a total of eight Veterans were rated at 100 percent under this DC during 2018.  Based on the revised criteria, those eight Veterans would have received, on average, two months of compensation payments at the 100 percent level instead of three months under the current rating criteria.  Total savings was calculated by assuming a savings of one month at the 100 percent payment level per Veteran impacted by this change.  Caseload and average savings were projected to 2019-2023 based on assumptions from the 2019 Mid-Session review budget and are shown in the table below.  

	Changes to DC 6306

	Fiscal Year
	Caseload
	(Savings) ($000)

	2019
	8
	($28)

	2020
	9
	($32)

	2021
	9
	($32)

	2022
	9
	($33)

	2023
	9
	($34)

	5-Year Total
	 
	($159)



Diagnostic Code 6351 - HIV-Related Illness
Multiple changes are proposed to DC 6351, two of which may affect disability evaluations of Veterans.  First, VA proposes to change the criteria at the 100 percent level from “AIDS with recurrent opportunistic infections or with secondary diseases affecting multiple body systems” to “AIDS with multiple opportunistic infections or with secondary diseases affecting multiple body systems.”  This change would not affect Veterans currently on the rolls under this DC.  However, for new accessions, Compensation Service estimates 95 percent of evaluations at 100 percent under the old criteria would receive a lower evaluation under the revised criteria.  Half of these evaluations would now result a 60-percent rating, while the other half would result in a 30-percent rating.

The second change to DC 6351 that may impact disability ratings is the removal of hairy cell leukoplakia and oral candidiasis as markers for HIV from 30 percent evaluation.  Compensation Service estimates that, as a result of this change, half of Veterans accessing the rolls at 30 percent under the current criteria would receive a lower rating.  Half of these Veterans would now receive a 10-percent rating, while the other half would receive a 0-percent rating.

Data provided by Compensation Service indicates that in 2017, nine Veterans accessed the rolls under DC 6351 at the 100-percent level, and 50 Veterans accessed the rolls under this DC at the 30-percent level.  Savings were estimated based on assumptions provided by Compensation Service on how these changes affect Veteran accessions combined with average cost and caseload data and assumptions from the 2019 Mid-Session Review budget.

	Changes to DC 6351

	Fiscal Year
	Caseload
	(Savings)
($000)

	2019
	33
	($371)

	2020
	33
	($380)

	2021
	32
	($362)

	2022
	32
	($371)

	2023
	32
	($380)

	5-Year Total
	 
	($1,864)



New DCs added under CFR 4.88b
This proposed rulemaking adds nine new DCs under CFR 4.88b.  Currently, Veterans are evaluated analogously under existing diagnostic codes for the disabilities added under the new DCs.  A 100-percent evaluation will be assigned for active diseases under the new DCs, which is the same as they are currently rated under the analogous codes.  Therefore, no costs or savings are associated with the new DCs.

Discretionary Costs
No additional FTE or GOE cost requirements are associated with this proposed regulation.

Submitted by: Veterans Benefits Administration (VBA)
1. Regarding the draft rulemaking, contact Ioulia Vvedenskaya, M.D., MBA, Compensation Service, Veterans Benefits Administration (VBA)
2. [bookmark: _Hlk531086743]Regarding the Impact Analysis, contact Mr. Brad Dutton, Office of Resource Management, Veterans Benefits Administration (VBA)


Date:  November 29, 2018


6
	
image1.jpeg




