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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


November 25, 2019


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ63(P), Specialty Education Loan Repayment Program

	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 is not likely to result in the expenditure of $100 million or more by State, local, and tribal governments, in the aggregate, or by the private sector, in any one year, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

4.  Attached please find the relevant Regulatory Impact Analysis document, dated November 22, 2019. 




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







(Attachment)


Regulatory Impact Analysis for RIN 2900-AQ63(P)


Title of Regulation: Specialty Education Loan Repayment Program

Purpose:  To determine the economic impact of this rulemaking. 

Statement of Need:  On June 6, 2018, section 301 of Public Law 115-182, the John S. McCain III, Daniel K. Akaka, and Samuel R. Johnson VA Maintaining Internal Systems and Strengthening Integrated Outside Networks Act of 2018, or the VA MISSION Act of 2018, established the Specialty Education Loan Repayment Program (SELRP) under title 38 of the United States Code (U.S.C.) 7691-7697.  The Department of Veterans Affairs (VA) is establishing regulations that govern the Specialty Education Loan Repayment Program; this rulemaking would implement the mandates of the VA MISSION Act of 2018.   This rulemaking is needed to provide recent medical school graduates with career and loan repayment incentives prior to completing residency.  A rulemaking is required for this program since the program participants will receive incentives from VA prior to being eligible for permanent employment with VA in order to secure provider services to meet Veteran needs.  The loan program will help address VHA health care workforce needs.  These programs will help alleviate the health care workforce shortages in VA by requiring SELRP participants to complete a service obligation at a VA health care facility after licensure/certification in exchange from loan repayment. 

Summary:  The Department of Veterans Affairs (VA) proposes to amend its regulations that govern scholarship programs to certain health care professionals.  This rulemaking would implement the mandates of the VA MISSION Act of 2018 by establishing a SELRP, which would assist VA in meeting the staffing needs of VA physicians in medical specialties for which VA has determined that recruitment or retention of qualified personnel is difficult.

Benefits:  The SELRP would serve as an incentive for physicians starting or currently in residency programs in medical specialties for which VA has determined that recruitment and retention of qualified personnel is difficult to work for VA at VA facilities that need more physicians with that medical specialty after the individual completes their residency program.  VA would determine the anticipated needs for medical specialties during a period of two to six years in the future.  In taking this proactive approach, VA would commence recruitment for physicians in these specialties before the projected need to help ensure adequate health care coverage for VA beneficiaries.  Future benefits are gained in reduced recruitment costs, as loan repayment recipients will have obligated service agreements to fulfill.  These types of obligations secure the graduates’ services and reduce turnover and associated costs typically associated with the first two years of employment.  




Estimated Impact:  VA has determined that there are both costs and transfers associated with this rulemaking.  The total costs are estimated to be $226,462.97 in FY2021 and $1.2 million over a 5-year period.  The total transfers are estimated to be $4.0 million in FY2021 and $60.0 million over a 5-year period.  The total budgetary impact associated with this rulemaking is estimated to be $4.2 million in FY2021 and $61.2 million over a 5-year period.  Details of the costs and transfers are reflected in the Table 1 and in the Assumptions and Methodologies section below.  

Table 1
	Fiscal Year
	Award Expenses (Total Transfers)
	FTE Salary Expenses (Costs)                    (GS-7/5 & GS-12/5)
	Operating Expenses (Costs)
	Total Costs
	Total Budgetary Impact

	FY2021
	$4,000,000.00 
	$205,782.97 
	$20,680.00 
	$226,462.97 
	$4,226,462.97 

	FY2022
	$8,000,000.00 
	$213,808.51 
	$21,383.12 
	$235,191.63 
	$8,235,191.63 

	FY2023
	$12,000,000.00 
	$222,147.04 
	$22,110.15 
	$244,257.18 
	$12,244,257.18 

	FY2024
	$16,000,000.00 
	$230,810.77 
	$22,861.89 
	$253,672.66 
	$16,253,672.66 

	FY2025
	$20,000,000.00 
	$239,812.39 
	$23,639.20 
	$263,451.59 
	$20,263,451.59 

	5 Yr Total
	$60,000,000.00 
	$1,112,361.68 
	$110,674.35 
	$1,223,036.03 
	$61,223,036.03 




[bookmark: _Hlk19643145]Paperwork Reduction Act:  Implementation of SELRP requires new information collection under the PRA.  Program applicants must provide personal, financial and educational information to meet eligibility requirements set forth in statute.  VA estimates two hours per applicant to complete application, agreement and disclosure forms, based upon similar program applications. VA projects making 100 awards in the initial year of the program but anticipates up to 200 applicants total, many of which may not be eligible for the program or may decline program offers. 

PRA Costs:  The information collection burden costs to respondents is estimated to be $8,130.00 per year ((80 burden hours at $101.63 per hour).

Alternative Policy Approaches:    Section 303 of the VA MISSION Act of 2018 authorized VA to establish the SELRP.  A rulemaking is the only option because the program cannot be established without regulations.  Also, a rulemaking will notify the public of this new benefit and provide the opportunity for notice and comment from interested parties.  


Assumptions and Methodology: 

Award Expenses (Transfers)

VA assumes each participant will receive a $40,000.00 scholarship award per year in the program and will participate in the program for four years in order to receive the maximum amount available ($160,000.00).  This assumption is based on the fact that the average medical student loan debt exceeds $190,000.  According to the Association of American Medical Colleges[footnoteRef:1], 83% of medical school graduates have student loan debt over $100,000 and more than 51% exceed $200,000.  VA assumes each awardee will be eligible for the maximum yearly award amount of $40,000.  Payments will be made directly to the participant and individuals receiving funds will be required to provide proof of payments to qualifying loan servicers for approved education debt within sixty to ninety days of receipt of VA funds.  [1:   Association of American Medical Colleges, October 2018] 


VA projects that we will approve 100 awards in the initial program year (2021) and 100 new awards in subsequent years (2022 through 2025), while maintaining the active population.  Projections may increase i as VA evaluates the effectiveness of the program once implemented. The amount of funds available each year determines the number of new program participants selected for awards and operating costs will not be exceeded.  

The maximum award amount per participant is $40,000 per year, not to exceed $160,000 over four years.  As required by the MISSION Act, specialty education loan repayment participants would commit to a minimum two-year service obligation in a VA permanent, full-time clinical practice position for any funds received and be required to serve one year for every $40,000 received.  Individuals will be placed in positions at locations determined by VA for which there is a critical need. These positions are within the graduates’ field of educational specialization, licensure, or certification.  SELRP awards are made on a competitive basis to eligible students who meet certain selection criteria.  During the selection process, students are ranked with their peers for each health care profession.  It is assumed that all participants will complete their service obligation period, and that a percentage of these program participants will continue with VA employment after completion of their service obligation. Hiring loan repayment recipients will also eliminate additional resources required to independently market, recruit, and hire these healthcare professionals.  Participants who breach their agreement for any reason are liable to repay all funds paid to them as prescribed in MISSION Act requirements.  




FTE Salary Expenses (Costs)

FTE Salary consists of two additional full-time employee (FTE) positions.  One GS-12/5 Management Analyst to develop program policy and guidelines, manage communication, advertise and coordinate candidate placement with VHA medical centers.  One GS-7/5 will conduct technical application reviews and coordinate payments to participants.  The GS-12/5 salary, with a 34% fringe benefit multiplier included, is estimated to be $131,596.40 in FY2021.  The GS-7/5 salary, with a 34% fringe benefit multiplier included, is estimated to be $74,186.57 in FY2021.  Both estimates are based on the 2019 Washington DC Salary Table and include a 3.9% inflationary rate for FY2021 through FY2025.  


	FTE Salary Expenses for GS-7/5 and GS-12/5 
	Total

	FY
	GS-7/5
	GS-12/5
	

	FY2021
	$74,186.57 
	$131,596.40 
	$205,782.97 

	FY2022
	$77,079.85 
	$136,728.66 
	$213,808.51 

	FY2023
	$80,085.96 
	$142,061.08 
	$222,147.04 

	FY2024
	$83,209.31 
	$147,601.46 
	$230,810.77 

	FY2025
	$86,454.48 
	$153,357.92 
	$239,812.39 

	5 Yr Total
	$401,016.17 
	$711,345.51 
	$1,112,361.68 

	GS-7/5 ($53,285.00 x 34% x 3.9% = $74,186.57)

	GS-12/5 ($94,520.00 x 34% x 3.9% = $131,596.40)



 Operating Expenses (Costs)

Operating costs consists of expenses for marketing the program.  Marketing expenses of $20,000.00 includes the costs associated with attending conferences, advertising, etc. to attract quality candidates for the program.  These expenses include a 3.4% inflationary rate for FY2021 through FY2025. 


Submitted by:  Whitney Henderson, Acting Deputy Director, Finance and Business Operations, Workforce Management and Consulting Office. 

Dated: November 22, 2019  
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