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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


May 7, 2019


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ45(IF), Veterans Care Agreements (VCAs)

	I have reviewed the attached Regulatory Impact Analysis and determined the following:

1.  VA has examined the economic, interagency, budgetary, legal, and policy implications of this regulatory action and determined that the action is a significant regulatory action under Executive Order 12866, because it raises novel legal or policy issues arising out of legal mandates, the President’s priorities, or the principles set forth in this Executive Order.  

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 Regulatory Impact Analysis document, dated May 1, 2019. 



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




 (Attachment)

[bookmark: _Hlk524624046]Regulatory Impact Analysis for RIN 2900-AQ45(IF)

Title of Regulation: Veterans Care Agreements (VCAs) 

Purpose:  To determine the economic impact of this rulemaking. 

Statement of Need:  This rulemaking primarily implements section 102 of the John S. McCain III, Daniel K. Akaka, and Samuel R. Johnson VA Maintaining Internal Systems and Strengthening Integrated Outside Network (MISSION) Act of 2018, which creates a new 38 U.S.C. 1703A to authorize VA to enter into non-contractual agreements to furnish required care and services when such care and services are not feasibly available to certain individuals through a VA facility, a contract, or a sharing agreement.  Section 1703A(k) requires VA to promulgate regulations to carry out section 1703A, and this interim final rule will establish the parameters of section 1703A agreements.  

[bookmark: _Hlk527968646]Summary:  Section 102 of the MISSION Act of 2018 authorizes VA to enter into agreements to furnish required care and services when such care and services are not feasibly available to certain individuals through a VA facility, a contract, or a sharing agreement.  This interim final rule establishes the parameters of those agreements, to include: defining the eligibility of providers to furnish such care or services; establishing a methodology by which rates will be calculated for payment of care or services under an agreement; and establishing a process for the submission of claims for payment of care or services provided under an agreement.  This interim final rule also implements other provisions of VA’s new authorities related to community providers.

Benefits:  This regulatory action is required by law (section 102 of the MISSION Act), and VA intends to standardize the parameters of section 1703A agreements to increase the efficiency of such agreements and decrease risk for VA and medical providers in furnishing community care to eligible individuals by establishing a methodology for calculating payment rates for care or services.  Additionally, agreements will also establish an administrative process for adjudicating disputes pertaining to claim payment for care or services provided to eligible Veterans.

Estimated Impact:  VA has determined that there are no transfers associated with this rulemaking.  The provisions of this rulemaking are merely establishing the parameters of section 1703A agreements and directly associated with the direct medical cost of providing medical care and services to Veterans.  However, VA has also determined that there are administrative, government operating expenses (GOE) and incremental information collection burden costs associated with this rulemaking.  The administrative, GOE, and information collection burden costs are estimated to be $3.1 million in FY2019 and $7.4 million over a five-year period.  The table below contains the estimated budget impact by year.

This rulemaking is expected to be an EO 13771 regulatory action.  Details on the estimated costs of this interim final rule can be found in the rule’s economic analysis.  VA has determined that the net costs are $7.4 million over a five-year period (FY2019-FY2023) and $656,053.56 per year on an ongoing basis discounted at 7 percent relative to year 2016, over a perpetual time horizon. 

Estimated Budget Impact:

	Fiscal Year
	VCA Caseload
	Certification Cost
	FTE
	FTE Cost
	Travel & Training
	PRA Cost*
	Total 

	2019
	32,181
	$3,008,924
	1
	$101,110
	$4,000
	$24,227
	3,138,261

	2020
	8,850
	$868,849
	2
	$206,264
	$8,312
	$24,227
	$1,107,652

	2021
	4,425
	$456,146
	2
	$210,390
	$8,636
	$24,227
	$699,399

	2022
	16,091
	$1,741,657
	2
	$214,597
	$8,973
	$24,227
	$1,989,454

	2023
	2,213
	$251,507
	2
	$218,889
	$9,323
	$24,227
	$503,946

	5- Year Total
	63,760
	$6,327,082
	 
	$951,251
	$39,244
	$121,135
	$7,438,712


Note: Numbers may not add due to rounding. *The PRA total cost estimate is based on the average annual costs providers may incur as a result of information collection. Costs may be higher or lower in a given year.

Paperwork Reduction Act (PRA):  This rulemaking contains provisions constituting collections of information, in 38 CFR 17.4110, 17.4120, and 17.4130, and are under review by OMB. As summarized in the rulemaking preamble, new burden is anticipated under the provisions identified above. VHA estimates the total paperwork burden to all respondents to be $24,227 average annually, as detailed in the information collection supporting statement that accompanies the rule.

Alternative Policy Approaches:  This regulatory action is required by section 102 of the MISSION Act, and VA could not consider non-regulatory alternatives to implementing section 102.  VA did consider the following policy alternatives within this regulatory action:

· Provider certification: VA considered the alternative of conducting the certification process internally, versus through a contract.  However, an internal certification process would have been more costly (additional FTE would have cost more than contractors) and could not have been implemented timely.
Assumptions and Methodology of the Analysis:  In accordance with section 101, VA is required to implement the Veterans Community Care Program by June 6, 2019, under which VA will provide necessary care and services to eligible veterans through non-VA providers in the community.  Concurrent with the statutory deadline to implement the new Community Care Program under section 101 of the MISSION Act, section 143 of the MISSION Act requires that the current Veterans Choice Program to provide community care to veterans must cease on June 6, 2019.  With the cessation of the Veterans Choice Program on June 6, 2019, Veterans Choice Program provider agreements will cease to be usable.  The Veteran Care Agreements (VCA) implemented in this rulemaking will replace the current Choice Program provider agreements as the primary non-contractual method of VA purchasing community care.  
This rulemaking does not establish eligibility to receive VA community care from non-VA providers at VA expense; the rule merely implements a replacement mechanism to purchase such care.  The agreements under this rulemaking will not substantively change elements from the current Choice Program provider agreements to significantly affect the costs of administering VA community care.  For instance, the payment rates for claims, the timeframes/process for claims submission, the process for medical records submission, and the provider licensure requirements associated with agreements under this rule are identical or substantively very similar to those established in current Choice Program provider agreements.  The changes as a result of this rulemaking, includes the following:  

· Provider Certification
· Additional Full Time Employees (FTE)
· Travel and Training
Provider Certification:  VA’s implementation of provider certification will ensure that community care providers meet adequate licensure and credentialing requirements, as provider certification is required by the MISSION Act.  Currently VA reviews provider information such as provider licensing, participation in Medicare, and the Medicare list of excluded providers when entering into contracts or agreements. Additionally, VA also relies largely upon contracting with third-party provider networks when providing community care.  Implementing VCAs will not increase cost to providers as they would continue to provide certification documents as well as review contracts and provider agreements. 

VA must maintain its ability to enter into non-contractual agreements under section 1703A to provide coverage for general medical care and services in any geographic area where contracts do not fill gaps, and for certain medical care and services (such as dental and home health care) that are not covered by VA community care contracts.  In accordance with section 1703A(c), VA must certify non-VA providers to furnish care and services under section 1703A agreements. As part of establishing the agreement, initial certification of each provider will be required, and VA will utilize a contract to support this initial certification.  

VA projected the number of VCAs that will be required to support Veteran care based on claim data for providers requesting payment for care and services provided under existing Veterans Choice Program provider agreements as well as provider agreements and other authorizations for Veteran care. VA estimates that in FY2019, there will be a requirement to enter into approximately 40,226 VCAs to replace existing agreements and to establish a sufficient number of new agreements to meet Veteran demand for care. With the limited timeframe remaining in this fiscal year, it is unlikely VA will be able to enter into all 40,226 VCAs in FY2019.

VA estimates that approximately 80 percent (40,226 *.8 = 32,180.8, rounded to 32,181) of VCAs could be completed in FY2019.  Additionally, VA anticipates that in FY2020, the remaining 8,045 VCAs will be completed, together with an additional 805 VCAs that VA estimates will be required to meet Veteran’s health care needs in FY 2020.   As VA expands its provider network under the Community Care Network (CCN) contracts, there will be a decrease in the number of VCAs that will be needed to support Veteran care in future years. Specifically, VA estimates that in FY2021, VA will require only half of the number of VCAs as in FY2020 (8,850 ÷ 2 = 4,425).

Under the rule, VCAs last for a three-year period, in general, after which VA must re-certify each agreement. As a result, in FY2022, VA must re-certify the VCAs entered into in FY2019, but due to more expansive implementation of its provider network, VA assumes only half of the original FY2019 VCAs (32,181 ÷ 2 = 16,090.5, rounded to 16,091) will be required in FY2022. 

In FY2023, VA assumes half of the FY2021 VCAs will be required, due to the availability of the provider network. 

In FY2019, VA will incur the cost of provider certification which is estimated to be approximately $93.50 per provider.  In FY2019, it is estimated that the cost of certifying providers will be approximately $3.1 million, with a five-year cost of $6.3 million.  Recertification of providers will be completed every three years which is consistent with industry standards and the requirement in the rule.  An inflation rate of 5% was used to estimate costs for the certification/recertification of VCA’s from FY2021 and FY2023.

[bookmark: _Hlk524620647][bookmark: _Hlk526934054][bookmark: _Hlk2768245]Full Time Employees (FTE):  VA will require 2 additional FTE to assist in the implementation and maintenance of VCA’s.  Initially these FTE will provide oversight and maintenance support to the contractor; however, they will also be required to provide support and maintenance of VCAs from FY2020 through FY2023. The FY2019 FTE cost is estimated to be $110,000, which is based on the salary of a GS-11 step 5 ($101,110) in the Denver locality area and includes a burdened benefit cost of 34%.  

FY2019 FTE costs have been adjusted to reflect costs from April 1, 2019 through September 30, 2019 as VA will require the FTE support a minimum of 90 days prior to the June 6, 2019 implementation date. An annual salary inflation rate of 2% was used to estimate FTE cost from FY2020 through FY2023. 

Travel and Training:  From FY2019 through FY2023, travel and training will be required to support the additional 2 FTE.  It is anticipated that in FY2019, $4,000 will be required for travel and training.  The FY2019 travel and training costs have been adjusted to reflect estimated expenditures from April 1, 2019 through September 30, 2019. VA will require FTE to provide training to contractors a minimum of 90 days prior to the June 6, 2019 implementation date of VCAs. Travel costs are required to allow for onsite visits to the contractor in order to review certification documents to ensure appropriate provider certification has been completed, assess current processes, and potential process changes as a result of any new certification requirements. Training costs consist of individualized training to acquire and maintain the knowledge and skills to effectively and efficiently manage the provider certification process as well as increasing awareness of potential industry changes for the certification of providers.  An annual inflation rate of 3.9% was applied to travel and training costs from FY2020 through FY2023.



Submitted by: 
Joseph H. Duran
Director, Business Operations Administration (10D1A1)
Office of Community Care, Veterans Health Administration, 
Department of Veterans Affairs, Washington, DC

Date: May 1, 2019
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