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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


July 22, 2019


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ67(P), Schedule for Rating Disabilities: The Cardiovascular System

	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 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 8, 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–AQ67(P)

Title of Regulation:  Schedule for Rating Disabilities: The Cardiovascular System

Purpose:  To determine the economic impact of this rulemaking.

[bookmark: _Hlk5001545][bookmark: _Hlk5001598]Statement of Need:  The current version of the VA Schedule for Rating Disabilities (VASRD) has not undergone a complete revision since 1945 and currently reflects outdated, inaccurate, or obsolete medical, scientific, and/or economic information.  VA proposes changes to 38 CFR §§ 4.100 and 4.104, which pertain to the cardiovascular system.  The changes will: (1) update the medical terminology of certain cardiovascular conditions; (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) refine evaluation criteria based on current understanding of functional changes associated with, or resulting from, cardiovascular disease or injury. The current version of the VASRD has not undergone a complete revision since 1945 and currently reflects outdated, inaccurate, or obsolete medical, scientific, 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 the cardiovascular system.  The proposed changes incorporate medical advances that have occurred since the last review, update medical terminology, and clarify evaluation criteria where necessary.  Where changes to the scientific and/or medical nature of a given condition have been proposed, VA has cited the published, publicly-available sources for these changes.  The proposed changes are not a reflection of any particular expert’s comments or recommendations, but were based on published, peer-reviewed materials.  

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.

[bookmark: _Hlk8300203]Estimated Impact:  The transfers associated with this rulemaking are estimated to be $38.8 million in 2020 and $222.5 million over five years.




	Total: VASRD Cardiovascular

	Fiscal Year
	Caseload
	Obligations ($000)

	2020
	5,211
	$38,801 

	2021
	6,178
	$41,590 

	2022
	7,116
	$44,430 

	2022
	8,031
	$47,342 

	2023
	8,923
	$50,309 

	5-Year Total
	 
	$222,471 



Paperwork Reduction Act (PRA):  This regulatory action contains provisions constituting a collection of information under the provisions of the Paperwork Reduction Act (44 U.S.C. 3501 et seq.).  The information collection requirements for 38 CFR 3.151 are associated with this rule, but do not constitute a new or revised collection of information; OMB has already approved these requirements under control number 2900-0747.

[bookmark: _Hlk531173830]Alternative Policy Approaches:  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 a cardiovascular disability.  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 as a whole.

VA policy objective is to (1) update the medical terminology of certain cardiovascular conditions; (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) refine evaluation criteria based on current understanding of functional changes associated with, or resulting from, cardiovascular disease or injury.  VA cannot achieve these goals through non-regulatory action.

Assumptions and Methodology:

The proposed revisions to 38 CFR § 4.100 and § 4.104 include:
1. A new General Rating Formula for Diseases of the Heart,
2. Updates to several diagnostic codes (DCs) to clarify language,
3. Update terminology, and
4. Add two new DCs.
These changes are detailed below, and the combined impact of these sections is shown in the table above.  

General Rating Formula for Diseases of the Heart
VA proposes to include a new General Rating Formula for Diseases of the Heart (General Formula), which will be used to evaluate a number of disabilities due to cardiovascular diseases affecting the heart.  The purpose of the General Formula is to clarify and standardize these evaluations and reflect current concepts in cardiovascular disability.  The General Formula will be based primarily on Metabolic Equivalent of Tasks (MET), and does not alter the ranges of METs provided in the current VASRD.  The General Formula will be applied to DCs within § 4.104, where the current rating criteria instruct rating specialists to consider METs, including DCs 7003, 7004, 7005, 7007, 7015, and 7020.  On the other hand, DCs 7000, 7001, 7002, 7006, 7011, 7016, 7017, and 7019 have 100 percent evaluation criteria unique to each particular DC.  VA does not intend to disturb the 100 percent evaluations currently prescribed in these DCs; rather, it proposes to apply the General Formula following the total evaluations.  VA does not anticipate the application of the General Formula to change the disability rating that a Veteran receives.  Therefore, no benefits costs or savings are associated with the new General Formula.

DC 7008: Hyperthyroid Heart Disease
Current DC 7008 instructs rating personnel to include as part of the overall evaluation hyperthyroidism (DC 7900).  However, VA has proposed changes to the evaluation criteria under DC 7900, which will eliminate current rating criteria under DC 7900 related to cardiovascular findings.  Therefore, VA proposes evaluation of hypothyroid heart disease directly under DC 7008 and state that any cardiovascular findings should be rated under the appropriate DC.  VA does not anticipate changes to the overall disability ratings for Veterans with hypothyroid heart disease.  Therefore, no benefits costs or savings are associated with the changes to DC 7008.

DC 7010: Supraventricular Arrhythmias
VA proposes to change the name of DC 7010 from Supraventricular Arrythmias to Supraventricular Tachycardia to update medical terminology and better define the disease in accordance with modern medical practice.  In addition, VA proposes to update the evaluation criteria to utilize hospitalization as a more accurate measure of disability.  However, VA expects the rating distribution under the old and new criteria to remain the same.  Therefore, no benefit costs or savings are associated with the changes to DC 7010.

DC 7018: Implantable Cardiac Pacemakers
Current DC 7018 provides a 100 percent evaluation for two months following hospitalization for implantation of a cardiac pacemaker.  Due to advances in surgical methods and medical technology, VA proposes to reduce the period of 100 percent evaluation to one month.  Data provided by VA’s Office of Performance Analysis and Integrity (PA&I) indicates that, from FY 2017 – FY 2018, an average of 42 Veterans per year received a 100 percent rating under DC 7018.  Savings were calculated by taking the difference in a 100 percent rating for two months compared to a 100 percent rating for one month followed by an average rating of 50 percent for the second month for 42 Veterans per year.  Average payments at the 100 percent and 50 percent levels are based on projections from the 2020 President’s Budget.  Savings are displayed in the table below.

	Changes to DC 7018

	Fiscal Year
	Caseload
	Obligations/
(Savings) ($000)

	2020
	42
	($106)

	2021
	42
	($108)

	2022
	42
	($111)

	2023
	42
	($113)

	2024
	42
	($116)

	5-Year Total
	 
	($554)




DC 7110: Aortic Aneurysm
VA proposes to expand the criteria for a 100 percent evaluation to include aortic aneurysm which precludes exertion, which was previously rated at 60 percent.  As a result, the 60 percent evaluation level will be omitted from this DC.  Data from PA&I indicates that in FY 2018, 243 Veterans were rated at the 60 percent level under DC 7110.  Veterans on the rolls at the 60 percent level were projected out to 2020 based on total Veteran compensation caseload from the 2020 President’s Budget.  Compensation Service estimates that 75 percent of those Veterans rated 60 percent at the time of the rulemaking would re-open claims and be granted at the 100 percent level.  From FY 2017 – FY 2018, an average of 28 Veterans accessed the rolls at the 60 percent level for DC 7110.  Cumulative caseload was calculated by adding the average annual accessions to the re-opened caseload and applying termination rates from the 2020 President’s Budget.  Obligations were calculated by applying the difference in average payments at the 60 percent and 100 percent levels from the 2020 President’s Budget to the estimated caseload from FY 2020 through FY 2024.



	Changes to DC 7110

	Fiscal Year
	Caseload
	Obligations ($000)

	2020
	225
	$5,790 

	2021
	248
	$6,529 

	2022
	270
	$7,271 

	2023
	292
	$8,045 

	2024
	313
	$8,821 

	5-Year Total
	 
	$36,456 



DC 7111: Aneurysm, Any Large Artery
VA proposes to amend DC 7111 to provide a 100 percent evaluation based on the date of surgical corrections for aneurysms of a large artery, as opposed to the date of hospital admission.  Because aneurysms of any large artery are known to spontaneously rupture, they are typically operated on immediately.  However, in rare cases, due to other medical conditions, individuals may not be able to undergo surgery.  These individuals would be eligible to receive a 100 percent evaluation despite not being admitted to the hospital for surgery.  Since these cases are rare, VA assumes that any increase in benefit payments resulting from this change would be minimal.

DC 7113: Arteriovenous Fistula, Traumatic
DC 7115: Thrombo-angiitis Obliterans (Buerger’s Disease)
DC 7117: Raynaud’s Syndrome
DC 7121: Post-Phlebitic Syndrome of any Etiology
DC 7122: Cold Injury Residuals
The changes in the above DCs serve to update terminology to what is currently used in the medical field as well as to clarify current language and/or practice.  The changes to these DCs do not affect the rating criteria, and no costs are associated with these changes.

DC 7114: Arteriosclerosis Obliterans
The current DC 7114 addresses impairment of the lower extremities due to narrowing and hardening of the arteries.  This regulation will modify the current rating criteria to address two major shortcomings.  Though the evaluation levels (i.e. 20, 40, 60, 100 percent) will remain the same, the new criteria will expand the qualifying symptomology for each of the evaluation levels.  Under the old criteria, a Veteran needed two of three symptoms.  Under the new criteria, the Veteran will only need one of four symptoms.  Therefore, the probability that a Veteran will quality for a higher evaluation under the new criteria is greater.

Because of the revised criteria, Compensation Service assumes the following for both Veterans on the rolls and new accessions under DC 7114:
· 20 percent of Veterans evaluated at 0 percent under the current criteria will be eligible for a 20 percent evaluation under the revised criteria.
· 20 percent of Veterans evaluated at 20 percent under the current criteria will be eligible for a 40 percent evaluation under the revised criteria.
· 20 percent of Veterans evaluated at 40 percent under the current criteria will be eligible for a 60 percent evaluation under the revised criteria.
· 20 percent of Veterans evaluated at 60 percent under the current criteria will be eligible for a 100 percent evaluation under the revised criteria.

Data provided by PA&I indicates that in FY 2018, 18,739 Veterans were on the rolls, and 2,104 Veterans accessed the rolls under DC 7114.  The data also distributed the caseload under DC 7114 by degree of disability.  The assumptions provided by Compensation Service described above were applied to the caseload to estimate the number of Veterans affected by the change in rating criteria and the resulting change by degree of disability.  Cumulative caseload in the out-years were estimated utilizing new accessions and applying the termination rate from the 2020 President’s Budget.  Costs were calculated by applying the difference between the rating distribution and average payments under current DC 7114 and the rating distribution and average payments under the proposed rating criteria for this caseload.  Average payments by degree of disability are based on estimates from the 2020 President’s Budget.  

	Changes to DC 7114

	Fiscal Year
	Caseload
	Obligations
($000)

	2020
	4,287
	$34,534 

	2021
	4,593
	$38,027 

	2022
	4,890
	$41,589 

	2023
	5,178
	$45,227 

	2024
	5,459
	$48,947 

	5-Year Total
	 
	$208,324 



New DC 7009:  Bradycardia (Bradyarrhythmia), Symptomatic, Requiring Permanent Pacemaker Implantation
VA proposes to create new DC 7009 for Bradycardia requiring permanent pacemaker implantation.  The evaluation criteria will mirror the criteria set forth under DC 7018, implantable cardiac pacemakers.  Compensation Service assumes that Veterans who will be rated under new DC 7009 are currently being rated under DC 7018 and will receive the same evaluation under the new DC.  No costs or savings are associated with new DC 7009. 

New DC 7124:  Raynaud’s Disease
VA proposes to add new DC 7124 for Raynaud’s Disease (Primary Raynaud’s).  Currently, a specific DC does not exist to adequately evaluate Raynaud’s Disease.  Current DC 7117 is used to evaluate “Raynaud’s Syndrome (Secondary Raynaud’s),” which is a different and more severe disability.  However, the similarity in terminology has led to difficulty and inconsistent application of proper evaluations for these conditions.

In FY 2017 and FY 2018, an average of 724 Veterans accessed the compensation rolls under DC 7117.  VA’s Compensation Service estimates 90 percent, or 652, of these cases would have been rated under the new DC 7124 as a result of this regulation.  Further, Compensation Service estimates that 90 percent of Veterans rated under DC 7124 would receive a 0 percent rating, and 10 percent will receive a 10 percent rating.  The estimated accessions and resulting caseload were projected for FY 2020 – FY 2024 based on Veteran compensation accession estimates in the 2020 President’s Budget.  Savings were calculated by applying the difference between the rating distribution and average payments under current DC 7117 and the rating distribution and average payments under proposed DC 7124 for this caseload.  Average payments by degree of disability are based on estimates from the 2020 President’s Budget.  

	Changes to DC 7124

	Fiscal Year
	Caseload
	Obligations/
(Savings) ($000)

	2020
	657
	($1,417)

	2021
	1,295
	($2,857)

	2022
	1,914
	($4,320)

	2023
	2,519
	($5,816)

	2024
	3,109
	($7,344)

	5-Year Total
	 
	($21,754)



Submitted by: Veterans Benefits Administration (VBA)
1. [bookmark: _Hlk535412043]Regarding the draft rulemaking, contact Dr. Gary Reynolds, 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:  May 8, 2019
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