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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


November 12, 2019


Subject:  Economic Regulatory Impact Analysis for RIN 2900-AQ68(P), Provider-Based Requirements

	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. 

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, under the Unfunded Mandates Reform Act of 1995, 2 U.S.C. 1532. 

4.  Attached please find the relevant Regulatory Impact Analysis document, dated June 26, 2019. 




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










(Attachment)

Impact Analysis for RIN 2900-AQ68

Title of Regulation: Provider-Based Requirements

Purpose:  To determine the economic impact of this rulemaking.

Statement of Need: The Department of Veterans Affairs (VA) proposes to amend its regulations concerning collection and recovery by VA for medical care and services provided to a veteran at a VA medical facility for treatment of a nonservice-connected condition.  Under § 17.101(a)(5), non-provider-based is defined as “a VA health care facility (such as a small VA community-based outpatient clinic) that functions as the equivalent of a doctor's office or for other reasons does not meet Centers for Medicare and Medicaid Services (CMS) provider-based criteria, and, therefore, is not entitled to bill outpatient facility charges.”  Due to VA’s unique operation and structure it is necessary for VA to revise its regulations in order to bill certain outpatient facilities for the cost of non-service-connected care.   These revisions would also allow for more accurate billing to permit facility-based charges where VA does retain administrative and financial control over facilities, ensuring billing is consistently treated across VA facilities.

Summary:  The Department of Veterans Affairs (VA) proposes to amend its regulations concerning collection and recovery by VA for medical care and services provided to an individual at a VA medical facility for treatment of a nonservice-connected condition.  Specifically, this rulemaking would establish the requirements VA will use to determine whether a VA medical facility has provider-based status.  

Benefits:  The proposed regulatory changes would benefit VA by allowing the estimated 104 impacted VA facilities (as described further in this analysis) to bill third-party payers under a different rate structure to result in estimated higher collections by VA for nonservice-connected care provided to Veterans in VA facilities.  In addition to estimated higher collections, VA would benefit by having all of its facilities able to be deemed provider-based as applicable, lending to increased administrative consistency in VA’s billing and collection practices.  The impacted VA facilities would be able to authorize a facility charge for any services that incurred a facility charge or services that previously may only have had a professional charge available, resulting in an increased number of billable procedures to result in a facility’s ability to include institutional charges in the claims it submits to third-party payers.  Because these regulatory changes would relate to nonservice-connected care Veterans receive at VA facilities, Veterans would not see any changes in their care resulting from how VA bills third-party payers for the provision of such care where Veterans have third-party insurance.  Any applicable Veteran copayments would continue to be offset by VA’s collection from third-party payers, there would be no adverse effect on a Veteran’s copayment liability.  The third-party payers are insurance companies, where such companies might also expect some administrative benefit through these proposed changes because all VA facilities would be able to be deemed provider-based as applicable, again lending to potential for increased consistency in billing expectations and payment practices.  It is not likely that any or many of these insurance companies are small entities, but no adverse impact is expected to any third-party payer as roughly 1300 VA facilities (as described later in this analysis) are already able to be deemed provider-based and are already submitting claims to third-party insurers as such—this rule would only impact billing from 104 VA facilities and would not result in any significant impact to any one insurance company or the insurance industry at large.

Estimated Impact:  VA has determined that there are increased revenues to VA from Non-Provider Based Community Based Outpatient Clinics (CBOC), associated with this rulemaking.  Increased revenues are a result of VA collecting and recovering revenues for medical care and services provided to a veteran at a VA medical facility for treatment of a nonservice-connected condition.  The increased revenues are estimated to be $3.4 million in FY2020 and $18.4 million over a five-year period (2020-2024).

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

Assumptions and Methodology of the Analysis: Currently, VA uses the requirements established by the Centers for Medicare and Medicaid Services to determine whether the facility has provider-based status.  The terms “provider-based” and “non-provider-based” are currently defined in § 17.101(a)(5).  In this section it defines provider-based as “the outpatient department of a VA hospital or any other VA health care facility that meets [Centers for Medicare and Medicaid Services] CMS provider-based criteria.  Provider-based facilities are entitled to bill outpatient facility charges.”  Under § 17.101(a)(5), non-provider-based is defined as “a VA health care facility (such as a small VA community-based outpatient clinic) that functions as the equivalent of a doctor's office or for other reasons does not meet CMS provider-based criteria, and, therefore, is not entitled to bill outpatient facility charges.”  

The VA has approximately 1400 billable facilities that provide medical services consisting of 163 VA Medical Centers (VAMC’s), 850 Community Based Outpatient Clinics (CBOC), 205 Other Outpatient Services (OOS), 14 Community Living Centers/ Skilled Nursing Facilities (CLC/SNF), 24 Domiciliary, 4 contracted Community Medical Centers, 118 Disability Evaluation Service Clinic (DES), 14 Mobile Medical Outreach Clinics, 5 Residential Rehab Treatment Programs (to include Mental Health types of services) and a few other medical facilities.  Out of that total number of billable facilities we have 104 sites (included in our analysis) with workload data that are eligible to be converted to Provider Based from Non-Provider based at this time.  These remaining sites represent only 7% of our billable facilities.  Therefore, 93% (approximately 1,300 billable facilities) represents the majority of VA billable facilities currently meeting the CMS Provider Based criteria stipulated under 42 CFR 413.65(d)-(e) which validates the integration of the facilities by demonstrating administrative and financial control with one another with the exception of the 35-mile rule.  VA currently adheres to the Provider Based regulations as they are stated in 38 CFR 17.101 and the detailed rules in 42 CFR 413.65(d)-(e). The Provider Based mileage rule criteria in 42 CFR 413.65(e)(3)(i), is the only portion of the Provider Based criteria that prevents the remaining 104 Non-Provider Based sites from qualifying as Provider Based facilities.  The mileage criteria states, that a CBOC has to be within 35 miles of their VAMC to qualify for PB.  However, the exception criteria allows this qualification if 75% of the same patients seen at the CBOC were also seen at the VAMC.  In this analysis, the 35-mile rule is not fully met by approximately 7% (100 billable facilities) of VA facilities and this criterion along with the 75% exception criteria stated under 42 CFR 413.65(e)(3)(iii)(A)-(B) are the determining factors which guide our annual review and change in station designations.  The station designation alters the way stations can bill and in turn affect the charges being submitted to the Third Party Payers (TPP).  Also, during contract negotiations the TPP have the opportunity to change their process/payments rules for claims from year to year that may ultimately have an adverse effect on reimbursement. Therefore, due to the varying medical services provided during the year, along with changes to the number of facilities and claims being billed, the full extent of the revenue generation is an approximation based on historical data.  

In conducting this analysis, VA used data accumulated from a software system used by the VA called MD Clarity, which replaces manual analysis with automated reportingand uses data-driven analysis to help providers deliver clear patient payment estimates and guarantee accurate reimbursements from insurers.  

Determining the collection potential cost or savings attributable to this rulemaking change will be based on the review of the 373 sites changed in FY2017 and would only be an estimate. 

This analysis is based on claims data from MD Clarity reports received from Payer Relations and based on 2016 and 2017 claim data for 373 (included in the 93% referenced above) Provider Based facilities that were previously Non-Provider Based facilities in 2016.  These sites were converted to Provider Based facilities in 2017 because they were able to qualify for this status under the 75% exception a criterion that is stipulated in the Provider Based 35 Mile rule. 

Our analysis also includes data from 2017 for 104 Non-Provided Based sites that would be potentially eligible under the new Provider Based criteria stipulated in our proposed regulation.  The data provided was used to estimate what the VA can recover from FY20 through FY24. 

Assumptions:
1) Data was obtained from the MD Clarity for the 373 sites and was based on a 10 month period for 1/1/16 – 10/31/16 and 1/1/17 – 10/31/17 for sites converted from Non-Provider Based to Provider Based facilities in 2017.
2) Data was obtained from the MD Clarity for 104 Non-Provider Based sites and was based on a 10 month period for 1/1/17 – 10/31/17 that can be converted to Provider Based Sites. 
3) A percentage of increase in Billed Charges and Collections were determined based on the MD Clarity data.
4) Consolidated Patient Accounts Center (CPAC) records Billed Charges that were trended forward utilizing the average charge increase over the past 5 years to develop FY20 through FY24 Billed Charges.
5) The Billed Charges and Collections used were provided by Payer Relations and Services Office.
6) FY17 Master Facility list was used to determine the stations reviewed for this analysis.
7) The data used is provided below:

1. Facilities Converted from NPB to PBO 
1. Charges Billed 1/1/16 -10/31/16
1. Total Collections received 1/1/16 – 10/31/16
1. Billed to Collection Ratio 1/1/16 – 10/31/16
1. Charges Billed 1/1/17 -10/31/17
1. Total Collections received 1/1/17 – 10/31/17
1. Billed to Collection Ratio 1/1/17 – 10/31/17
1. Percentage of Change in Billed Charges year over year
1. Percentage of Change in Collections year over year
1. Percentage of change in Billed Charges to Collections ratio

1. Potential NPB Facilities to be Converted to PBO
1. Charges Billed 1/1/17 -10/31/17
1. Total Collections received 1/1/17 – 10/31/17
1. Billed to Collection Ratio 1/1/17- 10/31/17
Table 1: - NON-PROVIDER BASED FACILITIES THAT WERE CONVERTED
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Table 2: 
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Table 3: - NON-PROVIDER BASED FACILITIES THAT CAN BE CONVERTED
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Table 4: 
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Table 4 above, was designed based upon the percentages of the actual conversion of the 373 sties detailed in Table 3.  

In Table 4, the percentages in column H, represent the percentages identified in column L from Table 2.

In Table 4, the percentages in column J. represent the percentages identified in column M from Table 2.
 

These percentages were used to determine the potential increase in Outpatient Billing & Collections.

In order to estimate the increased revenues by converting Non-Provider Based Community Based Outpatient Clinics (CBOC) to Provider Based facilities for FY2020 though FY2024, we took the FY2018 estimate (arrived at in table 4 above) and increased those by the Milliman recommended percentage of 4.4%. See example below:








POTENTIAL REVENUE OVER 5 YEAR PERIOD for 104 NPB FACILITES AFTER CONVERIONS TO PBO

	POTENTIAL REVENUE  OVER 5 YEAR PERIOD for NPB FACILITES AFTER CONVERIONS TO PBO
	TOTAL ESTIMATED BILLED CHARGES AFTER CONVERSION
	TOTAL ESTIMATED COLLECTIONS AFTER CONVERSION

	TOTAL CPAC SUMMARY 2018
	$8,239,802.16
	$4,902,292.82

	 
	 
	 

	TOTAL CPAC SUMMARY 2020
	$8,602,353.46
	$5,117,993.70

	TOTAL CPAC SUMMARY 2021
	$8,980,857.01
	$5,343,185.43

	TOTAL CPAC SUMMARY 2022
	$9,376,014.72
	$5,578,285.59

	TOTAL CPAC SUMMARY 2023
	$9,788,559.36
	$5,823,730.15

	TOTAL CPAC SUMMARY 2024
	$10,219,255.97
	$6,079,974.28

	TOTAL CPAC SUMMARY 
	$46,967,040.52
	$27,943,169.15





POTENTIAL REVENUE OVER 5 YEAR PERIOD for 104 NPB FACILITES IF NOT CONVERTED TO PBO

	POTENTIAL REVENUE  OVER 5 YEAR PERIOD for NPB FACILITES PRIOR TO CONVERSION TO PBO 
	TOTAL ESTIMATED BILLED CHARGES PRIOR TO CONVERSION
	TOTAL ESTIMATED COLLECTIONS PRIOR TO  CONVERSION

	TOTAL CPAC SUMMARY 2018
	$2,666,629.71
	$1,680,357.68

	 
	 
	 

	TOTAL CPAC SUMMARY 2020
	$2,783,961.42
	$1,754,293.42

	TOTAL CPAC SUMMARY 2021
	$2,906,455.72
	$1,831,482.33

	TOTAL CPAC SUMMARY 2022
	$3,034,339.77
	$1,912,067.55

	TOTAL CPAC SUMMARY 2023
	$3,167,850.72
	$1,996,198.52

	TOTAL CPAC SUMMARY 2024
	$3,307,236.15
	$2,084,031.26

	TOTAL CPAC SUMMARY 
	$15,199,843.78
	$9,578,073.08




BELOW IS THE DIFFERENCE BETWEEN THE REVENUE GAINED IF THE 104 NPB SITES ARE CONVERTED

[image: ]





GOE, IT, Administrative

This rulemaking is making additions, revisions, deletions, or technical changes that will additionally provide clarity to the operation and administration aspects of the Facility Designation process. We verified with all the Consolidated Patient Account Centers (CPAC) billing management staff that due to the automated electronic process within the VistA Integrated Billing package (IB), there is no additional manual work involved with the conversion of these facilities by billing both Institutional and Professional claims.





Submitted by: 
Romona Greene
Office of Community Care
Revenue Operations, Payer Relations and Services, Rates and Charges (10D1C1)
Veterans Health Administration
Department of Veterans Affairs
810 Vermont Ave, NW, Washington, DC 20420
(202) 382-2521

Date:  June 26, 2019
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373 NON-PROVIDER BASED (NPB) FACILITIES CONVERTED TO PROVIDER BASED OUTPATIENT FACILITIES (PBO) IN FY2017

 

Total Billed 

Charges Prior to 

Conversion

Collections Prior to 

Conversion



Billed to 

Collection 

Ratio

Total Billed 

Charges After to 

Conversion

Collections After 

Conversion



Billed to 

Collection Ratio

Percentage 

of Change 

in Billed 

Charges    

(H/D)-1

Percentage 

of Change in 

Collections   

(I/E)-1              

D E F H I J L M

     

2,492,986.03 $        1,757,790.36 $              70.51% 6,524,640.71 $           4,251,890.87 $         65.17% 161.72% 141.89%

788,579.56 $            549,130.76 $                  69.64% 2,482,323.78 $           1,706,531.34 $         68.75% 214.78% 210.77%

   

3,259,402.07 $        2,247,271.00 $              68.95% 9,794,877.60 $           6,672,142.67 $         68.12% 200.51% 196.90%

   

4,063,262.94 $        2,450,856.36 $              60.32% 10,112,126.56 $         6,570,611.72 $         64.98% 148.87% 168.09%

   

2,455,449.75 $        1,555,045.85 $              63.33% 5,890,123.93 $           4,081,123.70 $         69.29% 139.88% 162.44%

   

1,342,682.20 $        1,044,286.66 $              77.78% 7,822,423.03 $           3,968,728.36 $         50.74% 482.60% 280.04%

   

2,025,878.08 $        1,497,012.59 $              73.89% 10,413,893.32 $         5,208,799.89 $         50.02% 414.04% 247.95%

16,428,240.63 $      11,101,393.58 $            67.58% 53,040,408.92 $         32,459,828.55 $       61.20% 222.86% 192.39%

NECPAC SUMMARY TOTALS

Column Letter >

GRAND TOTALS FOR THE CPACS

CPCPAC SUMMARY TOTALS

FCCPAC SUMMARY TOTALS

MACPAC SUMMARY TOTALS

WCPAC SUMMARY TOTALS

CPACS BILLED CHARGES AND 

COLLECTIONS 

MSCPAC SUMMARY TOTALS

NCCPAC SUMMARY TOTALS
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# OF SITES

21

FCCPAC - FLORIDA/CARIBBEAN CONSOLIDATED PATIENT ACCOUNT CENTER 8

9

MSCPAC - MID-SOUTH CONSOLIDATED PATIENT ACCOUNT CENTER 21

11

14

20

TOTAL 104

WCPAC - WEST CONSOLIDATED PATIENT ACCOUNT CENTER

LEGEND OF CONSOLIDATED PATIENT ACCOUNTS CENTERS (CPAC)

CPCPAC - CENTRAL PLAINS CONSOLIDATED PATIENT ACCOUNT CENTER

MACPAC - MID-ATLANTIC CONSOLIDATED PATIENT ACCOUNT CENTER

NCCPAC - NORTH CENTRAL CONSOLIDATED PATIENT ACCOUNT CENTER

NECPAC - NORTH EAST CONSOLIDATED PATIENT ACCOUNT CENTER
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104 NON-PROVIDER BASED (NPB) FACILITIES THAT COULD POTENTIALLY BE CONVERTED TO PROVIDER BASED OUTPATIENT FACILITIES (PBO)

Total Billed 

Charges Prior 

to Conversion

Collections Prior to 

Conversion



Billed to 

Collection 

Ratio Prior 

to 

Conversion



Percentage of 

Change in Charges  

After  Conversion of 

373 Facilities

Total 

Estimated 

Billed Charges 

After to 

Conversion   

(D*H)+D

Percentage of 

Change in 

Payments              

Estimated 

Collections 

After 

Conversion    

E*J +E



Billed to 

Collection Ratio       

K/I 

 D E F H I J K L

44,144.58 $         $35,234.71 79.82% 161.72% 115,535.18 $      141.89% 85,229.24 $         73.77%

390,409.77 $      $230,123.14 58.94% 214.78% 1,228,931.87 $  210.77% 715,153.68 $      58.19%

   

465,764.78 $      $335,291.93 71.99% 200.51% 1,399,669.73 $  196.90% 995,481.74 $      71.12%

   

610,501.96 $      $333,983.59 54.71% 148.87% 1,519,356.22 $  168.09% 895,376.61 $      58.93%

   

754,492.29 $      $486,623.56 64.50% 139.88% 1,809,876.10 $  162.44% 1,277,094.87 $   70.56%

   

150,962.28 $      $100,926.68 66.86% 482.60% 879,506.23 $      280.04% 383,561.75 $      43.61%

   

250,354.07 $      $158,174.07 63.18% 414.04% 1,286,920.04 $  247.95% 550,366.68 $      42.77%

 

TOTAL CPAC SUMMARY

2,666,629.71 $   $1,680,357.68 63.01% 309.00% 8,239,795.37 $  291.74% 4,902,264.57 $  

59.49%

CPACS BILLED CHARGES AND 

COLLECTIONS 

CPCPAC SUMMARY TOTALS

FCCPAC SUMMARY TOTALS

MACPAC SUMMARY TOTALS

Column Letters >

NECPAC SUMMARY TOTALS

WCPAC SUMMARY TOTALS

MSCPAC SUMMARY TOTALS

NCCPAC SUMMARY TOTALS
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Outpatient Billings Outpatient Collections

POTENTIAL REVENUE IMPACT $31,767,196.73 $18,365,096.07
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# OF SITES

89

FCCPAC - FLORIDA/CARIBBEAN CONSOLIDATED PATIENT ACCOUNT CENTER 14

41

MSCPAC - MID-SOUTH CONSOLIDATED PATIENT ACCOUNT CENTER 74

51

37

67

TOTAL 373

WCPAC - WEST CONSOLIDATED PATIENT ACCOUNT CENTER

LEGEND OF CONSOLIDATED PATIENT ACCOUNTS CENTERS (CPAC)

CPCPAC - CENTRAL PLAINS CONSOLIDATED PATIENT ACCOUNT CENTER

MACPAC - MID-ATLANTIC CONSOLIDATED PATIENT ACCOUNT CENTER

NCCPAC - NORTH CENTRAL CONSOLIDATED PATIENT ACCOUNT CENTER

NECPAC - NORTH EAST CONSOLIDATED PATIENT ACCOUNT CENTER


