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VA 
	
                                  
      U.S. Department 
  of Veterans Affairs


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


October 15, 2019


Subj:	Economic Regulatory Impact Analysis for RIN 2900-AQ71(P), Schedule for Rating Disabilities: The Genitourinary Diseases and Conditions


	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 June 21, 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-AQ71(P)


Title of Rulemaking:  Schedule for Rating Disabilities: The Genitourinary Diseases and Conditions

Purpose:  To determine the economic impact of this rulemaking.

Statement of Need:  As part of its ongoing revision of the VA Schedule for Rating Disabilities (“VASRD” or “Rating Schedule”), VA proposes changes to 38 CFR 4.115, 4.115a, and 4.115b, which currently lists instructions, five general rating formulas, and 38 diagnostic codes (DC) encompassing diseases of the genitourinary system.  VA proposes to: (1) update the medical terminology of certain conditions; (2) add medical conditions not currently in the Rating Schedule; (3) remove DCs that are no longer appropriate; (4) refine evaluation criteria based on medical advances that have occurred since the last revision; and (5) incorporate current understanding of functional changes associated with or resulting from a condition.  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 portion of the Schedule for Rating Disabilities that addresses the genitourinary system.  The purpose of this change is to update current medical terminology, incorporate medical advances that have occurred since the last review, and provide well-defined criteria in accordance with actual, standard medical clinical practice.  In fashioning this rulemaking, VA considered the most up-to-date medical knowledge and clinical practice of nephrology and urology specialties, as well as feedback from a public forum held on January 27-28, 2011.  

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:  VA has determined that there are transfers associated with this rulemaking.  The transfers are estimated to be $1.5 million in 2020 and $12.1 million over five years.




	VASRD Genitourinary 
Diseases and Conditions

	Fiscal Year
	Caseload
	Obligations
($000s)

	2020
	306
	$1,503 

	2021
	443
	$1,952 

	2022
	576
	$2,413 

	2023
	706
	$2,876 

	2024
	835
	$3,360 

	5-Year Total
	 
	$12,104 




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

[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 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 as a whole.

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 this rule include:
1. Two new General Rating Formulas,
2. Updates to 30 current DCs, 
3. Removal of one DC, and
4. Adding three additional DCs.

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

This rulemaking changes DCs associated with genitourinary diseases and conditions.  Many of the changes do not impact evaluation criteria and therefore do not result in any changes to the resulting disability ratings or costs associated with each DC.  

Changes to three DCs will result in costs or savings, which are further detailed below.  The table above reflects combined costs of all changes to this body system of the VASRD.  

DC 7522 – Erectile Dysfunction, With or Without Penile Deformity
Under the current rating schedule for DC 7522, Veterans are rated at the 0 percent and 20 percent levels.  Under this regulation, VA proposes to eliminate the 20 percent level.  The revised rating schedule for DC 7522 would only be utilized for newly granted claims.  Veterans with service-connected ratings under this DC prior to publication of this regulation would be grandfathered under the current rating schedule unless they apply for an increased rating.

In 2017, 61 Veterans were granted a service connected rating at the 20 percent level under DC 7522.  If rated under the revised criteria these Veterans would have received a 0 percent rating.  To estimate the caseload for 2020–2024, accessions at the 20 percent level under DC 7522 were projected as a percentage of the total Veteran accessions from the 2020 Mid-Session Review (MSR) Budget.  Veteran compensation termination rates from the 2020 MSR Budget were utilized to calculate the cumulative running caseload total in the out-years.

Savings were estimated by comparing projected costs of DC 7522 accessions from 2020–2024.  For purposes of this cost estimate, VA assumes the combined rating for these Veterans is equal to the rating under DC 7522.  The difference in average costs at the 20 percent and 0 percent levels from the 2020 MSR Budget was applied to the projected caseload to calculate savings.

	DC 7522

	Fiscal Year
	Caseload
	(Savings)
($000s)

	2020
	56
	($128)

	2021
	111
	($262)

	2022
	164
	($400)

	2023
	216
	($545)

	2024
	267
	($697)

	5-Year Total
	 
	($2,033)





DC 7542 – Neurogenic Bladder
Currently, conditions under this diagnostic code are rated as a voiding dysfunction.  However, due to high rate of urinary tract infections, VA proposes that this condition may be rated as voiding dysfunction or urinary tract infection, whichever is more predominant.  This may, in some cases, result in a higher rating under this DC.

Data provided by Compensation Service indicate that in 2017, 21,375 Veterans received benefits under DC 7542, with 3,906 of those Veterans being newly service-connected under DC 7542 in 2017.  Under the revised criteria, Compensation Service assumes 30 percent of service-connected Veterans would re-open their claims for increased evaluations in 2020.  For both re-opened claims and new claims under this diagnostic code, Compensation Service estimates, based on program judgment, that:
· 5 percent of Veterans rated at 0 percent under the old criteria would be rated at 10 percent under the revised criteria;
· 5 percent of Veterans rated at 0 percent under the old criteria would be rated at 30 percent under the revised criteria; and
· 10 percent of Veterans rated at 10 percent under the old criteria would be rated at 30 percent under the revised criteria.

Based on these assumptions, the ratings distribution under the revised criteria for these Veterans was projected for 2020 – 2024 based on total Veteran compensation caseload and accessions projections as well as termination rates from the 2020 MSR Budget.

For purposes of this cost estimate, VA assumes Veterans rated at 0 to 50 percent under DC 7542 currently have a combined disability rating of 50 percent, which is consistent with the average degree of disability for all Veterans receiving disability compensation.  To estimate the change in combined rating for these Veterans under the revised criteria, the increase in rating under DC 7542 was applied to their assumed current combined rating.  For example, if a Veteran receives an increase from 0 percent to 30 percent under DC 7542, for purposes of this cost estimate, VA assumes an increase in combined degree of disability from 50 percent to 70 percent.  

Based on these assumptions, the caseload distributed by degree of disability under the current and proposed formulas was then compared to determine the change in combined degrees of disability.  Average payments at each combined degree of disability level from the 2020 MSR Budget were applied to determine the change in obligations.  









	DC 7542

	Fiscal Year
	Caseload
	Obligations
($000s)

	2020
	244
	$1,590 

	2021
	323
	$2,151 

	2022
	400
	$2,727 

	2023
	475
	$3,311 

	2024
	550
	$3,921 

	5-Year Total
	 
	$13,699 




DC 7545 – Bladder, diverticulum of
DC 7545 is a new diagnostic code.  Currently, this condition is evaluated in the field as analogous to fistula of the bladder (DC 7516).  VA proposes to rate DC 7545 as voiding dysfunction or urinary tract infection, whichever is more predominant, because these criteria best capture the functional impairment associated with this condition.

Data provided by Compensation Service indicate in 2017, 496 Veterans received benefits under DC 7516, with 65 of those Veterans being newly service connected under DC 7516.  Compensation Service assumes 50 percent of Veterans rated under DC 7516 would now be rated under new DC7545.  In addition, Compensation Service assumes 30 percent of Veterans currently service-connected under DC 7516 would re-open their claims for increased evaluation.  For both re-opened claims and new claims under this diagnostic code, Compensation Service estimates, based on program judgment, that:
· 5 percent of Veterans rated at 0 percent under the old criteria would be rated at 10 percent under the revised criteria;
· 5 percent of Veterans rated at 0 percent under the old criteria would be rated at 30 percent under the revised criteria; and
· 10 percent of Veterans rated at 10 percent under the old criteria would be rated at 30 percent under the revised criteria.

Based on these assumptions, the ratings distribution under the revised criteria for these Veterans was projected for 2019 – 2023 based on total Veteran compensation caseload and accessions projections as well as termination rates from the FY 2020 MSR Budget.

For purposes of this cost estimate, VA assumes Veterans rated at 0 to 50 percent under DC 7516 currently have a combined disability rating of 50 percent, which is consistent with the average degree of disability for all Veterans receiving disability compensation.  To estimate the change in combined rating for these Veterans under the revised criteria, the increase in rating under DC 7545 was applied to their assumed current combined rating.  For example, if a Veteran receives an increase from 0 percent to 30 percent under DC 7845, for purposes of this cost estimate, VA assumes an increase in combined degree of disability from 50 percent to 70 percent.  

Based on these assumptions, the caseload distributed by degree of disability under the current and proposed formulas was then compared to determine the change in combined degrees of disability.  Average payments at each combined degree of disability level from the 2020 MSR Budget were applied to determine the change in obligations.  




	DC 7545

	Fiscal Year
	Caseload
	Obligations
($000s)

	2020
	6
	$41 

	2021
	9
	$63 

	2022
	12
	$86 

	2023
	15
	$110 

	2024
	18
	$136 

	5-Year Total
	 
	$437 




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 Financial Management, Veterans Benefits Administration (VBA)


Date:  June 21, 2019
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