Impact Analysis for AO44-P
Title of Regulation: Schedule for Rating Disabilities - The Endocrine System
Purpose:  To determine the economic impact of this rulemaking. 
The Need for the Regulatory Action:  The Department of Veterans Affairs (VA) proposes to amend the portion of the VA Schedule for Rating Disabilities (Rating Schedule) that addresses the endocrine system.  The intended effect of this change is to incorporate medical advances that have occurred since the last review, update medical terminology, add medical conditions not currently in the Rating Schedule, and refine criteria for further clarity and ease of rater application.  
As part of our ongoing revision of the VA Schedule for Rating Disabilities (Rating Schedule), we are proposing changes to 38 CFR 4.117, Schedule of ratings—the hemic and lymphatic systems, and appendices A, B, and C of part 4 pertaining to this section.  This section was last updated in 1995. By these revisions, we aim to update medical terminology; add medical conditions not currently in the Rating Schedule; revise the rating criteria to reflect medical advances and to clarify them for ease of application.
Estimated Impact:  Benefit costs are estimated to be $5.7 million in 2016 and $10.9 million for five years.  
	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	  4,638
	  $5,734

	2017
	  7,809
	  $3,597

	2018
	10,537
	  $1,768

	2019
	13,179
	     $501

	2020
	15,766
	     ($663)

	5-Year Total
	 
	$10,937


Assumptions and Methodology of the Analysis: This proposed rulemaking makes changes to nineteen diagnostic codes.  Changes to some of the diagnostic codes include updates to the rating schedule that result in costs or savings, while other changes are primarily to clarify language and update medical terminology and do not result in any changes in rating criteria or payments to Veterans.  The changes to each diagnostic code are individually detailed below and the combined impact of these sections is shown in the table above.  This cost estimate considers how these changes will affect Veteran accessions to the compensation rolls.  Future reopened cases under these diagnostic codes may also result in costs or savings, but were not considered for purposes this cost estimate.

Diagnostic Code 7900: Hyperthyroidism, including, but not limited to, Graves’ Disease
Currently, disability ratings for hyperthyroidism range from 0 percent to 100 percent.  However, earlier treatment has decreased the duration and severity of the symptoms of hyperthyroidism.  Under the revised schedule, VA proposes to evaluate hyperthyroidism at 30 percent for six months after initial diagnosis, after which VA will rate residual effects of the disease within the appropriate body system.  

To calculate costs, the 545 Veterans that accessed the compensation rolls in FY 2013 under DC 7900 were projected to FY 2016 – FY 2020 as a percentage of total Veteran compensation accessions from the FY 2016 President’s budget.  The costs under the current rating schedule, based on distribution by degree of disability in FY 2013 and average monthly costs from the FY 2016 President’s budget, were then compared to the costs under proposed rating schedule.  For purposes of this cost estimate, Compensation Service assumes that the residual rating after six months would be the same as the rating distribution under the current schedule.  Therefore, the costs reflect the difference in payments for the first six months after Veterans access the compensation rolls.

	Changes to DC 7900

	Fiscal Year
	Caseload
	Obligations

($000)

	2016
	635
	   $319

	2017
	554
	   $286

	2018
	492
	   $262

	2019
	480
	   $263

	2020
	480
	   $272

	5-Year Total
	
	$1,401


Diagnostic Code 7901: Thyroid Enlargement, Toxic

Toxic thyroid enlargement is the term used by the medical community to indicate overactive thyroid function, or hyperthyroidism.  Rather than repeating the criteria for hyperthyroidism, VA proposes to add a note that directs raters to evaluate toxic thyroid enlargement under proposed DC 7900, which would grant Veterans under this DC a 30 percent rating for six months followed by a residual rating thereafter.  Therefore, the same costing methodology as used under DC 7900 (described above) was applied to DC 7901.  For comparison, 48 Veterans accessed the compensation rolls in FY 2013 under DC 7901.

	Changes to DC 7901

	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	56
	  $90

	2017
	49
	  $81

	2018
	43
	  $73

	2019
	42
	  $73

	2020
	42
	  $75

	5-Year Total
	
	$392


Diagnostic Code 7902: Thyroid Enlargement, Nontoxic
The disabling effects of nontoxic thyroid enlargement are a result of disfigurement or pressure on adjacent organs.  Under the current rating schedule, a person may only be assigned for the more disabling effect.  VA proposes to amend the existing criteria to account for both effects occurring simultaneously.

Current ratings under DC 7902 are 20 percent when there is disfigurement of the head or neck or 0 percent when there is no such disfigurement.  In FY 2013, 11 Veterans accessed the compensation rolls under DC 7902 with a 20 percent rating.  The accessions at 20 percent were projected out to FY 2016 – FY 2020 based on total Veteran Compensation accessions in the FY 2016 President’s budget.  Compensation service assumes that half of the Veterans accessing the rolls at 20 percent under DC 7902 would be rated at 30 percent under the revised criteria.  Costs were calculated by taking the difference in total payments under the current and revised criteria and are based on projected average costs by degree of disability from the FY 2016 President’s budget.

	Changes to DC 7902

	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	13
	  $16

	2017
	24
	  $27

	2018
	33
	  $40

	2019
	42
	  $50

	2020
	51
	  $63

	5-Year Total
	
	$196


Diagnostic Code 7903: Hypothyroidism
Hypothyroidism is currently evaluated at levels of 100, 60, 30, and 10 percent.  Severe hypothyroidism is characterized by myxedema (coma or crisis) and is currently evaluated at 100 and 60 percent.  Given the severity of myxedema, the 60 percent evaluation is deemed insufficient.  Therefore, VA proposes a six month evaluation of 100 percent for all instances of hypothyroidism with myxedema and 30 percent for hypothyroidism in the absence of myxedema.  After six months, the residual effects will be rated within the appropriated body systems.

In FY 2013, 3,234 Veterans accessed the compensation rolls under DC 7903.  Accessions were projected out to FY 2016 – FY 2020 based on total Veteran Compensation accessions in the FY 2016 President’s budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation service assumes that those rated at 100 percent under the current schedule plus 0.1 percent (based on the frequency of myxedema in hypothyroidism) of those rated at 60 percent would receive a 100 percent rating for 6 months under the revised schedule, then residual ratings thereafter.  The remaining accessions under DC 7903 would receive a 30 percent rating for six months then a residual rating thereafter.  Compensation further assumes that the residual rating distribution would be the same as the current rating distribution for 75 percent of Veterans.  For the remaining 25 percent of Veterans, the residual rating is assumed to be equal to the current rating distribution minus 10 percent.  Costs were calculated by taking the difference in total payments under the current and revised criteria and are based on projected average costs by degree of disability from the FY 2016 President’s budget.

The effect of this rating change is, on average, an increased rating and cost for the first six months after a Veteran accesses the rolls, followed by a slight decrease in residual average ratings and payments.  The net impact is an increase in costs that diminishes each year as more Veterans with lower residual ratings remain on the rolls.  

	Changes to DC 7903

	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	 3,768
	  $5,084

	2017
	 6,956
	  $3,438

	2018
	 9,690
	  $2,030

	2019
	12,281
	  $1,098

	2020
	14,803
	     $248

	5-Year Total
	
	$11,898


Diagnostic Code 7904: Hyperparathyroidism
Hyperparathyroidism is currently evaluated at levels of 100, 60, 10, and 0 percent.  VA proposes to re-define all the criteria consistent with medical advances, however the same evaluation levels will still apply.  Under the revised criteria, Veterans that require pharmacologic or surgical intervention will be rated at 60 or 100 percent for six months following the intervention, then rated based on residuals thereafter.

In FY 2013, 114 Veterans accessed the rolls under DC 7904.  Accessions were projected out to FY 2016 – FY 2020 based on total Veteran Compensation accessions in the FY 2016 President’s budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation service assumes that under the revised criteria, Veterans that are projected to be rated at 60 percent and 100 percent under the current criteria would be rated at 100 percent for six months under the revised criteria and 0 percent thereafter.  In addition, Compensation service assumes that half of accessions at 10 percent under the current criteria would be rated at 60 percent under the revised criteria.  The remaining Veterans (half of those at 10 percent and those at 0 percent) would not be affected by the criteria change.  Costs were calculated by taking the difference in total payments under the current and revised criteria and are based on projected average costs by degree of disability from the FY 2016 President’s budget.

The effect of this rating change is, on average, an increased rating and cost for the first six months after a Veteran accesses the rolls, followed by a decrease due to the residual ratings that are assumed to decrease to 0 percent.  The net impact is an increase in costs in the first year followed by savings in the out-years. 

	Changes to DC 7904

	Fiscal Year
	Caseload
	Obligations) ($000)

	2016
	 45
	   $184

	2017
	 83
	    ($49)

	2018
	116
	   ($252)

	2019
	146
	   ($423)

	2020
	176
	   ($587)

	5-Year Total
	
	($1,127)


Diagnostic Code 7905: Hypoparathyroidism
Hyperparathyroidism is currently evaluated at levels of 100, 60, 10, and 0 percent.  However, based on a new treatment, symptoms can be eliminated in a short time period.  Therefore, to account for this treatment, VA proposes a 100 percent evaluation for three months after diagnosis, and thereafter, to rate residual effects under the appropriate DC’s.

In FY 2013, 71 Veterans accessed the rolls under DC 7904.  Accessions were projected out to FY 2016 – FY 2020 based on total Veteran Compensation accessions in the FY 2016 President’s budget and distributed by degree of disability based on the actual distribution in FY 2013.  Compensation service assumes that under the revised criteria, Veterans will receive a 100 percent rating for three months and a residual rating consistent with the current rating distribution thereafter.  Therefore, the costs reflect the difference in payments for the first three months after Veterans access the compensation rolls.  Costs were calculated by taking the difference in total payments under the current and revised criteria and are based on projected average costs by degree of disability from the FY 2016 President’s budget.

	Changes to DC 7905

	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	83
	$213

	2017
	72
	$188

	2018
	64
	$171

	2019
	62
	$170

	2020
	62
	$174

	5-Year Total
	
	$916


Diagnostic Code 7906: Thyroiditis

VA proposes to add a new DC for thyroiditis.  Thyroiditis accompanied with symptoms, specifically hyperthyroidism and hypothyroidism, is rated under those respective diagnostic codes.  However, asymptomatic thyroiditis is not currently accounted for in the rating schedule.  Therefore, VA proposes a 0 percent evaluation for asymptomatic thyroiditis under this diagnostic code.  There are no costs associated with this new diagnostic code.
Diagnostic Code 7907: Cushing’s Syndrome
According to Compensation Service, changes to the rating schedule for DC 7907 are for clarifying purposes only, and update the current language consistent with medical advances.  In addition, VA proposes that the evaluations for Cushing’s syndrome, at the 100, 60, or 20 percent levels for six months after initial diagnosis.  After six months, VA will then rate residuals within the appropriate body system.  Compensation service assumes that residual ratings will be consistent with the ratings under DC 7907.  Therefore, there are no costs associated with the changes for this diagnostic code. 

Diagnostic Code 7908: Acromegaly

Acromegaly is currently evaluated at levels of 100, 60, 30, and 0 percent.  VA proposes no changes in the evaluation levels at the 100 and 60 percent levels.  The 30 percent level is updated to remove of “enlarged sella turcica” as one of the required criteria.  In FY 13, there were 17 accessions under DC 7908, 4 of which were at the zero percent level.  Due to the small caseload that could potentially be affected by this change, we assume that there are no costs associated with this change. 
Diagnostic Code 7909: Diabetes Insipidus
Diabetes insipidus is currently evaluated at levels of 100, 60, 40, 20, and 0 percent.  Due to medical advances, the current criteria is no longer appropriate.  Instead, VA proposes a 30 percent evaluation for three months after initial diagnosis, after which residuals will be rated within the appropriate body system.  For diabetes insipidus cases with persistent symptoms, VA proposes a 10 percent rating under DC 7909 after the initial three months at 30 percent.  

In FY 2013, there were 33 accessions under DC 7909.  Accessions were projected out to FY 2016 – FY 2020 based on total Veteran Compensation accessions in the FY 2016 President’s budget.  Under the revised criteria, Veterans will receive a 30 percent rating for three months.  Compensation service assumes that after the initial three months, 75 percent of accessions will receive a 0 percent residual rating and 25 percent will receive a 10 percent residual rating.  Savings were calculated by taking the difference in total payments under the current and revised criteria and are based on projected average costs by degree of disability from the FY 2016 President’s budget.
	Changes to DC 7909

	Fiscal Year
	Caseload
	Obligations ($000)

	2016
	 38
	   ($172)

	2017
	 71
	   ($374)

	2018
	 99
	   ($556)

	2019
	126
	   ($731)

	2020
	151
	   ($907)

	5-Year Total
	
	($2,740)


DC 7911: Addison’s Disease

DC 7912: Polyglandular Syndrome

DC 7913: Diabetes Mellitus

DC 7914: Neoplasm, Malignant

DC 7915: Neoplasm, Benign

DC 7916: Hyperpituitarism

DC 7917: Hyperaldosteronism

DC 7918: Phechrommocytoma

DC 7919: C-cell Hyperplasia of the Thyroid

The changes in the above sections (DC 7911 – DC 7919) serve to update terminology to what is currently used in the medical field or to clarify current language and/or practice.  The changes to these diagnostic codes do not affect the rating criteria and there are no costs associated with these changes.

Submitted by:  Jonathan Hughes, Compensation Service (21C), Washington, DC, 202-461-1476, May 27, 2014; Brad Dutton, ORM Benefits Budget Division (24), Washington, DC, 202-461-9967.
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