Impact Analysis for RIN 2900-AO19
Title of Regulation:  Schedule for Rating Disabilities; The Hematologic and Lymphatic Systems

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 hematologic and lymphatic systems.  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 savings are estimated to be $4.1 million in 2015 and $50.4 million for five years.  There are no discretionary costs or savings associated with this proposal.  

	Fiscal Year
	Caseload
	Savings ($000)

	2015
	126
	($4,098)

	2016
	221
	($7,329)

	2017
	300
	($10,167)

	2018
	375
	($12,985)

	2019
	446
	($15,796)

	5-Year Total
	
	($50,375)


Assumptions and Methodology of the Analysis: This rulemaking makes changes to fifteen current diagnostic codes.  Changes to twelve of the diagnostic codes do not result in any changes in rating criteria or payments to Veterans.  There are cost savings associated with the proposed changes to diagnostic codes 7700, “Anemia, hypochromic-microcytic and megaloblastic, such as iron-deficiency and pernicious anemia”, 7703, “Leukemia”, and 7704, “Myeloproliferative disorders”, which are individually detailed below.  The combined impact of these sections is shown in the table above.

Diagnostic Code 7700: Anemia, hypochromic-microcytic and megaloblastic, such as iron-defiency and pernicious anemia

Current diagnostic code 7700 is being separated into four new codes for the major types of anemia:  7720 “Iron deficiency anemia”, 7721 “Folic acid deficiency”, 7722 “Pernicious anemia and Vitamin B12 deficiency anemia, and 7723 “Acquired hemolytic anemia”.  While this will not affect Veterans currently on the rolls, according to Compensation Service, Veterans accessing the rolls that would have received a 70 percent or a 100 percent rating under the current diagnostic code 7700 may receive a 30 percent or lower rating under the proposed codes.  

In FY 2013, there were 34 Veterans that accessed the rolls under diagnostic code 7700 that were rated at 70 percent and 69 that were rated at 100 percent.  Compensation Service estimates that 25 percent of these accessions would not be affected by the revised schedule.  The other 75 percent would have been rated at 30 percent or lower.  For purposes of this cost estimate, we assumed 25 percent would have been rated at each of the 0 percent, 10 percent, and 30 percent levels.

Caseload was estimated by projecting the FY 2013 caseload to FY 2019 based on the projected VetComp accessions and termination rates from the FY 2015 MSR budget.  Savings were estimated by calculating the projected difference in average payments for the varying degrees of disability and applying the savings to the estimated caseload.

	Changes to DC 7700

	Fiscal Year
	Caseload
	Savings ($000)

	2015
	105
	($3,297)

	2016
	184
	($5,896)

	2017
	250
	($8,179)

	2018
	312
	($10,445)

	2019
	371
	($12,706)

	5-Year Total
	 
	($40,523)


Diagnostic Code 7703: Leukemia

Leukemia is currently evaluated at 100 percent for active disease or during a treatment phase.  One of the four main types of leukemia, chronic lymphocytic leukemia (CLL), is now often diagnosed at a very early stage, known as Rai Stage 0.  Unlike the course of the other major types of leukemia, this early stage of CLL may not progress for many years and assigning a 100-percent evaluation would be inappropriate.  This regulation would add a 0 percent evaluation for CLL at Rai Stage 0.

In FY 2013, there were 667 VetComp accessions under diagnostic code 7703.  Compensation Service estimates that 2 percent, or 13, of these accessions were Veterans with CLL at Rai Stage 0.  Under this regulation, these Veterans would have received a 0 percent disability rating rather than the 100 percent they actually received.  Caseload was estimated by projecting the FY 2013 caseload to FY 2019 based on the projected VetComp accessions and termination rates from the FY 2015 MSR budget.  Savings were estimated by calculating the projected difference in average payments for 0 and 100 percent rated Veterans for FY 2015 – FY 2019 and applying the savings to the estimated caseload.

	Changes to DC 7703

	Fiscal Year
	Caseload
	Savings ($000)

	2015
	18
	($697)

	2016
	32
	($1,247)

	2017
	43
	($1,730)

	2018
	54
	($2,210)

	2019
	64
	($2,690)

	5-Year Total
	 
	($8,574)


Diagnostic Code 7704: Myeloproliferative disorders

Current diagnostic code 7704 is being separated into three codes: 7704 “Polycythemia vera”, 7718 “Essential thrombocythermia and primary myelofibrosis”, and 7719 “Chrionic myelogenous leukemia (CML)”.  While this will not affect Veterans currently on the rolls, according to Compensation Service, Veterans accessing the rolls that would have received a 100 percent rating under the current diagnostic code 7704 may receive a 60 percent or lower rating under the proposed codes.  

In FY 2013, there were 4 Veterans that accessed the rolls under diagnostic code 7704 that were rated at 100 percent.  Compensation Service estimates that 40 percent of accessions would not be affected by the revised schedule.  The other 60 percent would have been rated at 60 percent or lower, evenly distributed between 60 percent, 30 percent and 10 percent ratings.

Caseload was estimated by projecting the FY 2013 caseload to FY 2019 based on the projected VetComp accessions and termination rates from the FY 2015 MSR budget.  Savings were estimated by calculating the projected difference in average payments for the varying degrees of disability and applying the savings to the estimated caseload.

	Changes to DC 7704

	Fiscal Year
	Caseload
	Savings ($000)

	2015
	  3
	($104)

	2016
	  6
	($186)

	2017
	  8
	($258)

	2018
	10
	($329)

	2019
	12
	($401)

	5-Year Total
	 
	($1,278)
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