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	DEPARTMENT OF VETERANS AFFAIRS

Regulation Policy and Management (02REG)
Office of the General Counsel

Washington, D.C.  20420


                                                                    

In Reply Refer to: 02REG
Date:  November 7, 2011  

From:
Chief Impact Analyst (02REG)
Subj:
Economic Impact Analysis for RIN 2900-AO28/WP2011-059, Copayments for Medications in 2012
To:
Director, Regulations Management (02REG)

I have reviewed this rulemaking package and determined the following.

1.  This rulemaking will not have an annual effect on the economy of $100 million or more, as set forth in 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 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 cost impact documents. 

(Attachment 1):  Agency’s Impact Analysis, dated October 27, 2011
(Attachment 2):  CFO Concurrence memo, dated November 7, 2011
Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst

Regulation Policy & Management

Office of the General Counsel

Copy Furnished to:

Bill Walsh (041F)

Director, Medical Service

Office of the Budget 

(Attachment 1)

Impact Analysis for RIN 2900-AO28/WP2011-059

Title of Regulation: Copayments for Medications in 2012

Purpose:  To determine the economic impact of this rulemaking.
Background:  This rulemaking proposes to amend VA’s medical regulation concerning the copayments required of Veterans in priority categories 2 through 6 for outpatient medications by freezing the current medication copayment rate at $8 and the medication copayment cap rate at $960 for the next 12 months.  Thereafter, VA will resume increasing copayments in accordance with any change in the prescription drug component of the Medical Consumer Price Index.

Under current regulations, beginning on January 1, 2012, the outpatient copayment amount must be increased based on the prescription drug component of the Medical Consumer Price Index, and the maximum annual copayment amount must be increased when the copayment is increased.  A prior action “froze” the copayment amount for veterans in VA’s health care system enrollment priority categories 2 through 6 at $8 and the medication copayment cap at $960 until January 1, 2012.  This prior action also allowed for increased copayments, as required by the current regulation, only for Veterans in priority categories 7 and 8, who now pay $9 copayments.  

This rulemaking proposes to freeze the medication copayment at $8 and the medication copayment cap at $960 for Veterans in priority categories 2 through 6 for the CY 2012 (until January 1, 2013). 

Cost Benefit:  The proposed amendments in this rulemaking will offer an incentive to Veterans to realize long-term benefits of compliance with their medical treatment plans.  It will also encourage Veterans to obtain their outpatient medications directly from VA, thus providing VA with additional information that will enable VA to analyze the effectiveness of prescribed medication and make the most accurate clinical determinations to develop the Veteran’s treatment plan.  
Methodology/Assumptions: The impact assessment for CY 2012 incorporates a 12-month copayment freeze for Veterans in priority categories 2-6, representing the impact from 9 months of FY 2012 (Jan. 1, 2012-Sept. 30, 2012) and 3 months of FY 2013 (Oct. 1, 2012-Dec. 31, 2012).    

Currently, the medication copayment cap applies to Veterans in priority categories 2-6 who average more than 10 prescriptions per month.  The CY 2012 budget projections assume that the cap criterion (10 or more prescriptions per month per Veteran) remains the same.  Therefore, there is no economic impact from the 12-month extension of the medication copayment cap freeze.  
If the copayment freeze were not implemented, the dollar amount would increase to $9 on January 1, 2012, and the medication copayment cap would increase to $1,080 for Veterans in priority categories 2 through 6.  

Estimated Impact of 12-Month Medication Copayment Freeze for 

Priority Categories 2-6 

(In dollars) 

	Impacts of a 12-month Copayment Freeze 
	Revenue Loss from Copayment Freeze on P2-6

	 FY 2012 (Jan. 2012-Sept. 2012)*
	($22,724,347)

	FY 2013 (Oct. 2012-Dec 2012)
	($11,362,174)

	CY 2012 Total
	($34,086,521)

	  * There is a 90-day holding period for First Party bills

Copayment amounts for P2 through P6 Veterans would remain $8 from Jan. 2012 through Dec. 2012 as a result of this freeze


Estimated Impact:  We have determined that the cost impact associated with this rulemaking is an estimated decrease in revenue of $34,086,521 in CY 2012. 

Submitted by:

Kristin J. Cunningham

Director, Business Policy

VHA Chief Business Office

Washington, DC

Date: October 27, 2011
(Attachment 2)
(This memo applies to AO28 as well)
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