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VA 
	                                  
      U.S. Department 
  of Veterans Affairs


Office of the General Counsel					In Reply Refer To: 02REG Washington DC 20420


Date:  October 31, 2014  

From:	Chief Impact Analyst (02REG)

Subj:	Economic Impact Analysis for RIN 2900-AP24, Expanded Access to Non-VA Care through the Veterans Choice Program.

To:	Director, Regulations Management (02REG)


	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 has concluded that it is an economically significant rule under Executive Order 12866 because it is likely to result in a regulatory action that may have an annual effect on the economy of $100 million or more.   

2.  This regulatory action is also a major rule under the Congressional Review Act, because it is likely to result in an annual effect on the economy of $100 million or more.  
However, this rulemaking falls within an exception to the requirement in 5 U.S.C. 801(a)(3) that a rule may not take effect until at least 60 days after the rule and accompanying report are submitted to Congress.  VA will submit a copy of this regulatory action and VA’s Regulatory Impact Analysis to the Comptroller General and to Congress, but the rule will become effective upon publication in the Federal Register.  The Secretary has determined in accordance with 5 U.S.C. 808(2) that there is good cause to make this regulatory action effective immediately because advance public notice and opportunity to comment thereon are impractical and contrary to the public interest. 


3.  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.   


4.  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. 

5.  Attached please find the relevant cost impact documents. 

(Attachment):  Agency’s Regulatory Impact Analysis, dated October 29, 2014


Approved by:
Michael P. Shores (02REG)
Chief, Impact Analyst
Regulation Policy & Management
Office of the General Counsel
































(Attachment)

Regulatory Impact Analysis for RIN 2900-AP24

Title of Regulation: Expanded Access to Non-VA Care through the Veterans Choice Program.

Purpose:  To determine the economic impact of this rulemaking.  The primary focus of this document is estimation of payments that will be made out of the Veterans Choice Fund.
 
Background:  This rulemaking implements a statutory mandate that the Department of Veterans Affairs (VA) provide access to hospital care and medical services through eligible non-VA health care entities and providers to Veterans who either cannot be seen within the wait-time goals of the Veterans Health Administration or who qualify based on their place of residence. 

Cost Benefit:  Veterans must meet specific criteria under the Veterans Choice Program (VCP) to be eligible to elect to receive hospital care and medical services from an eligible entity or provider.  To be eligible to participate in VCP, Veterans must have been enrolled in the VA health care system on or before August 1, 2014, or must be within 5 years of post-combat deployment (see 38 U.S.C. 1710(e)(1)(D) and 1710 (e)(3)).  Veterans must also either be unable to schedule an appointment within the wait-time goals of the Veterans Health Administration or qualify based on their place of residence.  Veterans may qualify based on their place of residence if they live more than 40 miles from the closest VA medical facility; if they reside in a state without a VA medical facility that provides hospital care, emergency medical services, and surgical care rated by the Secretary as having a surgical complexity of standard, and they reside more than 20 miles from a medical facility that offers these services in another state; or, with certain exceptions, if they reside 40 miles or less from a VA medical facility and must travel by air, boat, or ferry, or face an unusual or excessive burden in traveling to a VA medical facility because of geographical challenges.  

In addition, non-VA health care entities and providers must meet certain standards to participate in the program.  Specifically, entities and providers must either be participating in the Medicare program, be a Federally-qualified health center, or be the Department of Defense or the Indian Health Service.  To furnish care, an entity or provider must be accessible to the Veteran (meaning they provide timely care, have the necessary qualifications, and be within a reasonable distance of the Veteran) and must enter into an agreement with VA.  Eligible non-VA entities and providers must maintain at least the same or similar credentials and licenses as VA providers, and they must submit information verifying their compliance with this requirement annually.  

For non-service-connected care, VA acts as the secondary payer, and the eligible entity or provider furnishing hospital care and medical services to an eligible Veteran must bill the Veteran’s other health-care plan first.  VA will be liable for, to the extent permitted by law, any cost-shares, copayments, or deductibles required by the Veteran’s other health-care plan.  VA is establishing its copayment as $0 at the time of care for the Program, but may assign liability in whole or in part for this copayment to a Veteran at a later time if his or her other health-care plan does not pay an amount greater than the VA copayment. Veterans will be billed for any VA copay balance after Third Party offsets after all payments have been considered.  

All of these specific requirements factor into the cost of the program.  In addition to what is normally considered hospital care and medical services, VA has also identified three additional categories of costs within medical services; these are provided in a different manner, so they are addressed separately in this impact assessment.  These costs are beneficiary travel, outpatient medications, and prosthetics/durable medical equipment.  

As noted above, the primary focus of this document is estimation of payments that will be made out of the Veterans Choice Fund.  An exception may be found in the Appendix, which provides an estimate of the rule’s revenue impact on VA’s Medical Care Collections Fund (MCCF).  Impacts of the rule that are not quantified, either in the main portion of the analysis or the Appendix, are: (1) health benefits that will potentially be experienced by Veterans and (2) non-MCCF transfer impacts of the rule.  Even though we refer, throughout most of this document, to the rule’s estimated impacts as “costs” and label them as such in the tables, a substantial portion of them may in fact be transfers between members of society.  To the extent that the Veterans Choice Program increases provision of medical care, the impacts represent costs to society.  To the extent that the Veterans Choice Program instead shifts payment liability for medical care (a rule-induced outcome which is implicit in the Appendix), then then rule’s impacts represent transfers from VA to the entities who would have paid for the care (including associated travel and certain copayments and deductibles) in the absence of the rule—potentially private insurers, Medicare and other government insurers, and Veterans themselves.  There will also be transfers within VA as care is shifted to the Veterans Choice Program from VA’s other health care programs.

This analysis sets forth the basic assumptions, methods, and data underlying the analysis and discusses the uncertainties associated with the estimates.  

Methodology/Assumptions

The VHA Chief Business Office (CBO) has the chief responsibility of meeting the health care demands and administrative processes of implementing the new VACAA law. In order to estimate the total population of eligible Veterans who will chose to elect care under this program, CBO has forecasted several scenarios based on numerous underlying assumptions. Because there are two types of eligibility criterion for VACAA, CBO modeled each group separately, as CBO believes the motivation factors, usage, and election rates will vary significantly for each cohort. Forecasting is the process of making assertions about events whose actual outcomes have not yet been observed; this is the case for eligible VACAA veterans, as CBO is attempting to predict behavior. Risk and uncertainty are central to forecasting and predicting how many Veterans are going to elect to participate in the VCP, when they are going to elect, and for which services they will elect care outside of the VA; therefore there is a large degree of uncertainty to these forecasts. There are additional factors to consider that would directly impact the potential induced demand to this program, both in terms of volume and service mix (i.e., the types of care elected). In any case, data must be up to date in order for the forecast to be as accurate as possible. As this is a new program, there is no specific VACAA veteran data available. However, CBO was able to study actual episodic information from this population, scrubbed for PHI/PII protection, from FY13 as a basis for understanding how eligible veterans for this program have used VA services in the past. Qualitative forecasting techniques are subjective, based on the opinion and judgment of consumers and experts; they are appropriate when past data are not available. They are usually applied to intermediate- or long-range decisions. Quantitative forecasting techniques are used to forecast future data as a function of past data; they are appropriate when past data are available. These methods are usually applied to short- or intermediate-range decisions. Consequently, CBO applied both qualitative and quantitative analysis to arrive at the projected outcomes. 
To determine the cost of non-VA care that VA anticipates financing through the VCP, VA first identified the projected number of Veterans that could potentially seek and obtain non-VA health care through VCP.  These projections are based on specific cohorts that would meet the criteria of the law. 

Specific Cohorts
1. Cohort 1:  Veterans likely to experience wait times in excess of the wait-time goals of the Veterans Health Administration and Veterans on the Electronic Wait List (EWL); and
1. Cohort 2:  Veterans who qualify based on their place of residence

Cohort 1 Population:  Wait-Time Veterans

The Veteran population estimate for this cohort is based on identifying the estimated number of appointments that exceed the wait-time goals of the Veterans Health Administration (VHA); this goal is currently defined as any appointment that is in excess of 30 days of the date that an appointment is deemed clinically appropriate by a VA health care provider, or if no such clinical determination has been made, the date a Veteran prefers to be seen for hospital care or medical services.  This population is difficult to estimate because of the frequent changes in wait times for appointments.  This cohort also includes Veterans who are on the Electronic Wait List (EWL), which presents the number of all new patients (those who have not been seen in the specific clinic in the previous 24 months) for whom appointments cannot be scheduled in 90 days or less. This population is also difficult to estimate because of the frequent changes in the number of Veterans on the EWL.  Cohort 1 includes both groups of Veterans and is therefore defined as the number of Veterans on a VA appointment wait list with an appointment greater than 30 days or on the Electronic Wait List.  

For the purposes of this cost estimation analysis, VA is using the following estimates: 330,701 eligible Veterans in the 30-day waitlist and 5,271 Veterans in the EWL[footnoteRef:2].  We assume the demographic data for these cohorts has the same overall demographic profile as the snapshot of Veterans who were on the 30-day wait list and EWL as of September 1, 2014. A description of how these cohorts were derived is discussed below.   [2:  To arrive at these population estimates, VA examined the number of Veterans on the 30-day waitlist and EWL as of September 1, 2014. The September 1 snapshot was based on the original wait-time standards of the VHA.  Therefore, to arrive at an estimate based on the new wait-time standards, VA discounted the September 1 snapshot (551,169 on the 30-day list and 8,699 on the EWL) by 40 percent.  For comparison, the October 1 snapshot of the VHA pending access data on, which is based on the new wait-time standards, shows that the number of eligible Veterans on the waitlist is 355,396. This demonstrates our estimate of 330,701 is reasonably close. ] 



To calculate the volume of estimated visits, or episodes of care, for Choice Program participants in cohort 1, VHA took into account the average number of visits associated with a typical course of treatment or prescribed regimen to be followed for a specific period of time.  Because the types of services elected under the Choice Program are accounted for in the overall volume of the eligible Veterans, VA assumes an aggregate of 12 visits over a twelve month period, or an average of one visit per participant per month, for the projected waitlist. The 12 visits per year is derived assuming an episode of care is on the waitlist for two months or cycles through the waitlist six times a year., Each episode of care is assumed to generate two visits to account for the initial visit and a follow-up visit.

The number of unique enrollees and possible scenarios was determined using multiple steps:  
· Office of Policy and Planning Enrollment and Forecasting (10P1) used the list of scheduled appointments over 30 days as of September 1, 2014 and identified the number of unique Veterans who had an appointment on this list.
· Number of appointments and the unique Veteran count may differ using a different point in time.  
· 10P1 developed statistical analysis and calculation of the unique enrollment for this population.   
· List of Veterans were referenced against the geographically eligible list to avoid duplicates
· Unique scrambled SSNs of this group were then provided to the Chief Business Office (CBO) to collect available information on patient records, insurance profiles, workload, billings, and collections through the use of the Corporate Data Warehouse (CDW).  This information provided additional insight into the number of enrollees with recent visits to a VA facility, amount of First Party Copayments, and Insurance payments.  
Based on the data mapping processes, the following observations were made:
· Six percent of the total enrollee population is in cohort 1.
· No discernable differences were observed based on region.  
· Members of higher priority groups (e.g., priority groups 1, 2, 3)  are more likely to wait 30 days for an appointment, with the largest proportions represented in Priority Group 1. As this group of Veterans are more reliant on VA care, they may not be as likely to elect care under the Choice Program.
· Over 80 percent of the Veterans in this cohort had an outpatient visit at a VA facility in FY2013 and are currently using the VA system. Based on the September snapshot of the VSSC pending future appointments snapshot, Veterans were waiting on these top five clinics, representing 49% of all appointments on the pending future appointments snapshot:
· Primary Care
· Optometry
· Mental Health
· Audiology
· Dental
VA proposes using a range of assumptions to estimate the number of Veterans in cohort 1 electing care under the Choice Program.  Using recent data available through the Accelerating Care Initiative (ACI)[footnoteRef:3],  of the 311K Veterans contacted to receive accelerated care through this initiative, 182K or 59% of them elected to accelerate their care by receiving non-VA care in the community instead of waiting for a VA appointment.  109K (or 35%) elected to keep their scheduled appointment or schedule a new appointment in the VA system.  VA proposes to use 60% from the ACI data as the mid point and estimated a range of 35% to 85% as the low to high ranges for this study.   [3:  On Wednesday, May 21, VA launched the Accelerating Care Initiative, a nationwide program to ensure timely access to care.  As part of the Accelerating Care Initiative, VA facilities were expected to reach out to Veterans currently on wait list to ensure they are scheduled for medical appointments. ACI is intended to ensure Veterans are receiving timely access to medical care through maximizing usage of Non-VA Medical Care and increasing VA capacity.] 


The following factors may influence a Veteran’s decision to elect care under the Choice Program:
· Over 80 percent of the Veterans identified in this cohort had a visit to a VA facility in fiscal year (FY) 2013 and may be less likely to opt into the Choice Program for a single episode of care, since they may have an established relationship with a VA provider.
· Wait times in the community may be high for specialty appointments (e.g., Dermatology, Ophthalmology, etc.) and may not provide enough incentive for the Veteran to elect care under the Choice Act.
· If the Veteran’s financial obligation under the Choice Program is considered neutral compared to current state, there are additional uncertainties to model Veteran behavior and reliance.
· The number of visits that are considered as one episode of care may influence the decision for a Veteran to elect care under the Choice Program.
To determine the base year (FY 2015) VA cost of care, VA used a multi-step approach for Veterans on the 30-day wait list and on the EWL.  The Veterans on the EWL have a different range of assumptions to help estimate those who will elect the Choice Program.  



Cohort 2 Population:  Residence Veterans

The Veteran population estimate for this cohort is calculated using a geodesic or straight line distance to identify those Veterans living more than 40 miles from a VA medical facility.  VA determined the distance from the VA facility that is closest to the residence of the Veteran, not whether the facility can actually provide the care required by the Veteran, consistent with a plain-language reading of the law.  In addition, VA included Veterans eligible under other criteria based on their residence.  VA has determined there are approximately 318,641 Veterans who are eligible for VCP under these residence eligibility criteria. 

This cohort was determined by Office of Policy and Planning Enrollment and Forecasting and from the Planning Systems Support Group (PSSG) FY 2014 second quarter (Q2) geocoded enrollee file.  The sites used for distance-to-care estimations are all VA hospitals, community-based outpatient clinics (CBOC) and VA health care centers available in the PSSG’s FY 2014 Q2 geocoded VA Site Tracking (VAST) extract.  This extract identified approximately 318,641 unique enrollees as the current best estimates for the maximum number of enrollees that are eligible for the Choice Act based on distance from a qualifying VA medical center.  These calculations are based off the geodesic distance between a facility and the Veteran’s residence; Congress expressed its interest in VA using this standard in the Joint Explanatory Statement in the Conference Report accompanying the final bill.  See H. Rpt. 113-564, p. 55.

Based on the data processing, several observations can be made about those Veterans who are eligible based on their place of residence:
· This group accounts for three percent of the total enrollee population.
· Eligible Veterans include those enrollees living in Alaska, Hawaii, or New Hampshire that meet the criterion establishing eligibility for Veterans who reside in a State without a VA medical facility that provides hospital care, emergency medical services, and surgical care rated by the Secretary as having a surgical complexity of standard or better, and who reside more than 20 miles from such a VA medical facility in another state.  This criterion effectively places the entire enrollee population of two states (Alaska and Hawaii) in the list of eligible Veterans, and many Veterans in a third state (New Hampshire).
· There were no significant differences in Priority Grouping in this cohort compared to the total enrollee population.
· Veterans in this cohort are slightly older than the rest of the enrolled population. 
· Overall, this cohort uses the VA health care system for a similar mix of services as the rest of the enrolled populations, except for mental health services and therapeutic services which are used at a higher level than in the total enrolled population.

Cost of Care

The potential cost of care to VA is based on three key cost factors:  

1. Inpatient and outpatient costs;  
a. Third party cost shares;
2. Beneficiary travel costs; and
3. Other medical costs (pharmacy, prosthetics and durable medical equipment).

Inpatient and Outpatient Costs

Cohort 1: Wait-Time Veterans

Starting with the total number of eligible Veterans, the first step is to estimate the number of eligible Veterans who will opt for an episode of care under the Choice Program using a range of assumptions.  
· 30-Day waitlist:  low (35 percent), medium (60 percent), high (85 percent), and max (100 percent).
· Electronic Wait List (EWL):  Low (40 percent), Medium (65 percent), and High (90 percent), and max (100 percent); EWL uses higher percentages for the ranges as only 10% of these Veterans were found in the Corporate Data Warehouse.  That indicates that these Veterans are likely new enrollees and are more likely to elect to receive non-VA care under VCP because they have no connection to VA or a specific VA provider.
· Weighted assumptions incorporating both these mixes (30 day waitlist and EWL) are low (35 percent), medium (60 percent), high (85 percent), and max (100 percent).  (See Table 1)

Table 1: Estimated Number of Veterans Electing Care under the Choice Program (30-Day List and EWL) 

[image: ]

Next, we estimated the number of Veterans who did not pay a VA copayment (a first-party expense) or for whom VA did not collect a payment from a Veteran’s other health insurance (a third-party expense) in FY 2013. This number is considered a proxy for the proportion of Veterans receiving service-connected care, since Veterans have no first-party responsibility for service-connected care, and VA may not collect payment from third-parties for service-connected care.  

Using the FY 2013 CDW Encounter data and Integrated Billing/Accounts Receivable data for the 30-day eligible population, VA estimates that 56 percent of this population does not have any financial obligations in terms of first party copayment or payment from a third party payer.  Therefore, we assume this group of Veterans (56 percent) will require all authorized care to be paid for by the VA as primary payer under the Choice Program. (See Table 2)

Table 2:  Estimated Number of Veterans without First- or Third-Party Obligations (Proxy for Veterans with a Service-Connected Disability)
 [image: ] Note: Numbers may not add due to rounding.

The remaining 44 percent of Veterans are assumed to be receiving nonservice-connected care and will require all such authorized care to be covered by VA as secondary payer under the Choice Program. This group of Veterans will have some financial obligation for their care (a direct first-party expense, but billable third-party insurance will be primary responsible). Therefore, VA next estimated the number of Veterans in the waitlist population (cohort 1) who are uninsured or have a non-billable insurance, as VA will be responsible for the total cost of care under the Choice Program for this group of Veterans:
· Medicare, Medicaid, and TRICARE are not billable by VA or the non-VA provider under VCP; as a result, these Veterans are grouped along with the uninsured.  Medicare supplemental plans are also grouped into this category as these plans generally require coordination of benefits from the primary insurance to make a payment.  Since Medicare cannot be billed, VA assumes it will be responsible for the  total cost of care for Veterans with a Medicare supplemental plan. 
· Based on FY 2013 data, 90 percent of the waitlist population studied were either uninsured or had some form of a non-billable insurance.  The insurance percentages are further broken out below into the major categories:
· Primary Billable: 9.9 percent
· Uninsured %: 51.1 percent
· Medicare only%: 27.5 percent
· Medicare with supplemental: 7.7 percent
· Medicaid, TRICARE: 3.7 percent
The combination of these two insured populations is presented in Table 3. 




Table 3:  Total Estimated Number of Veterans without Financial Obligation (Includes Uninsured, Medicare, and Medicare Supplemental)
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VA estimated the number visits for this population.  VA assumed the total number of Veterans on the wait list would remain stable through FY 2015.  The actual wait list, though, is fluid as Veterans are added or removed from the wait list depending upon the available resources for furnishing care.  VA further assumed that an episode of care is on the waitlist for two months or cycles through the waitlist six times a year.  Each episode of care is assumed to generate two visits to account for the initial visit and a follow-up visit.  (see Table 4).

Table 4:  Estimated Number of Annual Visits for 30-day and EWL (with VA as Primary Payer)
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There remains considerable uncertainty on the anticipated election of the Choice Program for each type of appointment a Veteran is awaiting; therefore VA uses the average non-VA care outpatient cost per visit to estimate the cost of care for this cohort. As a comparison point, , VA also reviewed average disbursement amounts using the most frequently used CPT codes for the top 10 types of appointments Veterans are waiting for in cohort 1.  However, VA determined that the average disbursement costs were variable and did not incorporate the entire cost of the visit.  Therefore, VA determined that using the average cost per pre-authorized outpatient visit is still valid for use in this cost estimation.     
VA applied a 3.7% CPI-U medical inflation factor to the average FY 2014 non-VA care pre-authorized outpatient cost per visit of $284, to arrive at an estimated FY 2015 average outpatient cost per visit of $295, which was then applied to the total number of estimated visits.  This average cost per visit consists of the various clinic stops and ancillary services that are currently part of an encounter.  (See Table 5.)  Estimates in Table 5 show the total estimated cost of care to VA for Veterans electing to receive care through the Choice Program that VA will have to pay for as the primary payer.  








Table 5: Estimated Cost of Care 30-Day and EWL (with VA as Primary Payer)
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Because VA plans to offset a Veteran’s cost sharing responsibilities to the extent permitted by law, we must also apply additional costs to account for the reimbursement of the Veteran’s cost sharing liability owed to the other health-care plan.  First, VA estimated the number of Veterans with primary billable insurance for whom VA will be a secondary payer under the Choice Program (see Table 6).

Table 6: Estimated Number of Veterans with Primary Billable Insurance (with VA as Secondary Payer)
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VA also estimated the number of bills generated by this group of Veterans by assuming that one bill would be generated per visit per Veteran; VA assumed the total number of Veterans on the wait list would remain stable through FY 2015.  The actual wait list, though, is fluid as Veterans are added or removed from the wait list depending upon the available resources for furnishing care.  VA further assumed that an episode of care is on the waitlist for two months or cycles through the waitlist six times a year.  Each episode of care is assumed to generate two visits to account for the initial visit and a follow-up visit. (see Table 7).








Table 7: Estimated Number of Bills Eligible for Reimbursement of Third Party Cost Sharing 
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VA estimated its cost of reimbursing third party cost shares by applying a 3.7% CPI-U medical inflation rate to the FY 2013 average third party cost share of $78 per bill.[footnoteRef:4]  The resulting $81 average third party cost share was applied to the estimated number of claims generated by this group of Veterans. VA was able to determine this amount because it collects patient responsibility or cost sharing amounts from electronic explanation of benefits (EEOBs) from those third-party payers from whom VA receives reimbursement for non-service-connected care.    The reimbursement of costs shares would be between $4.9 million and $14 million.  (See Table 8.) [4:  Estimated FY 2013 patient responsibility from CDW File 361.1.  This would be the estimated amount per bill VA would reimburse  either to the provider or the Veteran to pay for the Veteran’s copayment or cost-share liability owed to the other health-care plan.] 



Table 8: Estimated Reimbursement of Third Party Cost Sharing
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The total cost of care for the eligible Veterans on 30-day wait list and the EWL that may elect to receive non-VA care under VCP is estimated to be between $404 million and $1,151 million.  For this group, the medium range estimates are more likely because this group relies more heavily on VA care and are likely to be more reliant on VA health care services.  (see Table 9).





Table 9:  Base Year 2015 Total Cost of Care - 30-Day and EWL
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Using a similar methodology as what was provided in the FY 2015 base year methodology, the estimated costs of FY 2016 and FY 2017 were estimated by decreasing the number of Veterans on the base year (FY2015) wait list by 25 percent in FY 2016 and by 50 percent in FY 2017.   This assumption accounts for the anticipated reduction in the wait list, as VA increases its internal capacity to deliver care at a VA medical facility through additional hiring, together with the acquisition of the accompanying space through leasing or construction.  A projected annual CPI-U medical inflation rate of 3.8% in FY2016 and 3.9% in FY2017 was applied to all out year estimates of the average outpatient cost per visit.  VA applied same CPI-U medical inflation rates to the average third party cost share per bill.

Utilizing the same approach used in the base year methodology, the 3-year costs are provided below.  All other assumptions provided in the base year methodology are assumed to be constant through FY 2016 and FY 2017.   (see table 10).

Table 10:  FY2015 to FY2017 Total Cost of Care 30-Day and EWL
 
[image: ]
Note: Numbers may not add due to rounding.


Cohort 2: Residence Veterans

As it is difficult to determine the exact percentage of Veterans who will elect care under VCP, VA proposes a range of assumptions for study.  VA used low (25 percent), medium (50 percent), and high (75 percent) estimates for the proportion of Veterans who are eligible based upon their residence that would elect to obtain non-VA care through VCP.  These estimates are scaled to the higher end as these Veterans may have more of an incentive to elect care because they would be eligible for all of their health care needs, rather than only a single episode of care.  VA reviewed FY2013 data and determined the percentage of geographically eligible Veterans currently using VA to be 58%. While an estimated 58% of this cohort utilizes the VA, a portion of the Veterans not using VA medical centers may still elect for care under the Choice Program.  The cost estimates incorporate a range of assumptions for both the user population and the non-user population.  

This range in assumptions is built on the following:
· If the Veteran’s financial liability is neutral, this group of Veterans may be more likely to opt for care through VCP as they may have other options for health care that are closer to where they live. 
· Non-service-connected Veterans with Medicare may be more likely to elect care under VCP as they will not have a financial obligation. 
· The low (25 percent) range accounts for Veterans not currently using VA health care who may already have other options for health care and may not be as likely to elect care under VCP.
· The low and medium (25 and 50 percent) ranges account for this cohort potentially being more likely to elect to receive non-VA care under VCP because there may be other eligible entities and providers that are closer to where they live. 
· Based on the high concentration of geographically eligible population Veterans in rural areas, there may be limited non-VA options for hospital care and medical services that are closer to a Veteran’s residence than the closest VA medical facility.
· The high range (75 percent) assumption incorporates the possibility that residents of States that do not have a qualifying VA health care facility (most of New Hampshire, and all of Alaska and Hawaii) may opt for care under VCP.  This group accounts for approximately one-third of the total geographically eligible population.  
VA’s costs for this cohort were determined using a multi-step approach. 

· Estimate the number of eligible Veterans from the user and non-user groups that will opt for care under VCP using a range of low (25 percent), medium (50 percent), high (75 percent), max (100 percent).  (see Table 11)

Table 11: Estimated Number of Veterans Electing Care under the Choice Program (Current Users and Current Non-Users)
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For each group, VA estimated the number of Veterans for whom VA would pay the entire cost of care.  This estimate is based on the percentage of Veterans that did not have a first party or third party payment in FY 2013.  This estimate includes care that would be provided to service-connected Veterans.  VA applied the set of assumptions to the estimated total number of Veterans electing care (includes users and non-users).  

Using the FY 2013 CDW Encounter data and IB/AR data for the geographically eligible group, we estimate that 46 percent of the second cohort do not have any financial obligations in terms of first party copayment or payment from third party payer.  Therefore, we assume that among the second cohort of Veterans, 46 percent will require all authorized care from a non-VA provider under VCP to be paid for by the VA as a primary payer. This portion of the eligible Veterans are not assumed to have any VA cost sharing responsibilities.  (see Table 12).

Table 12:  Estimated Number of Veterans without First or Third Party Obligation 
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Of the remaining 54 percent of Veterans who have had some financial obligation, we estimated the number of Veterans who are uninsured or have a non-billable insurance and will therefore also require all authorized care to be paid for by VA under VCP.

· Medicare, Medicaid, and TRICARE are not billable by VA or an eligible entity or provider furnishing care to an eligible Veteran under VCP; as a result, these Veterans are grouped along with the uninsured and those with non-billable insurance.  Medicare supplemental plans are also grouped into this category as these plans generally require coordination of benefits from the primary insurance to reimburse the balance.  Since Medicare cannot be billed, VA assumes it will be responsible for the total cost of care for Veterans with a Medicare supplemental plan.
Based on FY 2013 data, 90 percent of Veterans in this cohort are either uninsured or have some form of non-billable insurance.  The percentages of uninsured and primary billable insurance are provided below (see Table 13). 

· Primary Billable: 9.9 percent
· Uninsured: 47.0 percent
· Medicare only: 25.6 percent
· Medicare with supplemental: 14.6 percent
· Medicaid, TRICARE: 3.1%
Table 13: Total Estimated Number of Veterans without Financial Obligation (Includes Uninsured, Medicare, & Medicare Supplemental)
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· We then estimate the number of outpatient visits and inpatient admissions this cohort of eligible Veterans would generate.  FY 2013 CDW data suggest Veterans from this group generate 0.1 inpatient admissions per Veteran and 8.7 outpatient visits per Veteran per year.  These estimates of the VA inpatient admissions and outpatient visits were further adjusted to account for care delivered outside of VA and paid for by a non-VA provider.  Inpatient ratios are based on medical and surgical admissions while ambulatory ratios are based on office visits.  Total Care is estimated as the sum of VA Facility care and VA Sponsored Fee Care divided by estimated reliance on VA, meaning the percentage of all care for an enrolled Veteran paid for by VA.  For this analysis, we have used nationwide average reliance rates, separately for inpatient care and ambulatory care.  Adjusting for these factors, we apply an average .3 inpatient admission per Veteran and an average 14.1 outpatient visits per Veteran.  These average inpatient admission and outpatient visits are assumed to remain stable.    This is factored into the estimated number of outpatient visits and inpatient admits.  (see Table 14).

Table 14: Estimated Number of Inpatient Admits and Outpatient Visits
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We then applied CPI inflation rate of 3.7% to the average FY 2014 non-VA care pre-authorized outpatient cost per visit of $284 and pre-authorized inpatient cost per admittance of $13,059 to the total number of visits.  (see Table 15). 


Table 15: Estimated Cost of Inpatient and Outpatient Care
 [image: ] 
Because VA plans to offset a Veteran’s cost sharing responsibilities to the extent permitted by law, additional costs must be applied to account for the reimbursement of the Veteran’s cost sharing liability owed to the other health-care plan.  

To estimate the amount VA would be responsible for paying, VA applied the average third party cost share per bill to the estimated number of Veterans with primary billable insurance.  This would be the estimated amount per bill VA would reimburse  either to the provider or the Veteran to pay for the Veteran’s copayment or cost-share liability owed to the other health-care plan.

To derive these estimates, VA:

Estimated the number of Veterans with primary billable insurance by accounting for those Veterans where VA would be responsible for the full cost of care.  (see Table 16).

Table 16: Estimated Number of Veterans with Primary Billable Insurance
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VA estimated the number of bills generated by this cohort by using the FY 2013 CDW data of eight bills generated per Veteran with a patient responsibility amount. (see Table 17). 







Table 17: Estimated Number of Bills for Reimbursement of Third Party Cost Sharing
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Estimated VA’s cost of reimbursing third party cost shares by applying a CPI inflation rate of 3.7% to the FY 2013 average third party cost share of $105 per bill.  The resulting $109 per bill was applied to the estimated number of claims generated by this cohort.  The reimbursement of costs shares would be between $3.5 million and $14.1 million.  (see Table 18).

Table 18: Estimated Reimbursement of Third Party Cost Sharing
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The total cost of care for this cohort that may elect to receive non-VA care under VCP is estimated to be between $641 million and $2,564 million.  For this group, the high range estimates are more likely because this group has more of an incentive to elect to receive non-VA care under VCP.  (see Table 19). CBO assumed a higher election rate in this cohort because of their proximity to a VA medical center and when given an option to receive care closer to home would highly consider making that choice. 

Table 19: Base Year 2015 Total Cost of Care- Geographically Eligible
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Using a similar methodology to what was used for the baseline methodology, VA estimated costs for FY 2016 and FY 2017 by increasing the number of Veterans electing care under VCP by 10 percent in FY 2016 and by 10 percent in FY 2017. This means that in FY 2016, the low, medium, and high ranges are 28 percent, 55 percent, and 83 percent, respectively.  In FY 2017, the ranges are 30 percent, 61 percent, and 91 percent.  This assumption accounts for additional Veterans electing care under the Choice Program as the program is implemented over time and Veterans become more familiar with electing care under this option.  
Based on the CPI-U medical inflation rate, a projected annual increase of 3.8% in FY2016 and 3.9% in FY2017 was applied  to the average outpatient cost per visit and inpatient cost per admit.  Similar to the average cost, VA applied the CPI-U to the average third party cost share per bill. 

Utilizing the same approach to what was used for the base year methodology the 3-year costs are provided below.  All other assumptions provided in the base year methodology are assumed to be constant through FY 2016 and FY 2017.  (see Table 20).


Table 20: FY2015 to FY2017 Total Cost of Care – Geographically Eligible
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Beneficiary Travel Costs
Veteran beneficiary travel (BT) costs will be applicable under VCP if a Veteran applies for and meets the BT eligibility requirements established under 38 CFR Part 70.  VA is currently estimating a certain portion of the care elected under VCP will result in BT costs because BT is included in the definition of medical services (see 38 USC 1701(6)(G)).  The methodology to estimate this cost of BT under the VCP is:

· Using FY 2013 VHA Support Service Center (VSSC) enrollment data, estimate the total number of unique Veteran patients in the VA health care system within all priority groups as 6,017,636.
· Using FY 2013 BT claims data, estimate the total number of Veterans who are eligible for BT and are users of BT at 2,000,000. 
· Using FY 2013 BT claims data, estimate the percentage of current BT Veterans as 33 percent. Formula: 6,017,636 ÷ 2,000,000. 
· Using FY 2013 BT claims data, estimate the total annual cost for BT Veterans as $782,947,392. 
· Using FY 2013 BT claims data, estimate the average cost per BT Veteran to be $391.47 per year. Formula: $782,947,392 ÷ 2,000,000.
VA estimated the number of BT eligible Veterans under VCP for each scenario, assuming the same percentage of Veterans eligible for BT as in the entire program (33 percent). (see Table 21). 




Table 21: 3-Year Total Number of BT Eligible Veterans

	BT Veteran Ratio
	33%
	

	 
	FY15
	FY16
	FY17

	Average Cost Per Veteran Per Year
	$417.33
	$433.18
	$394.18

	 
	FY15
	FY16
	FY17

	# of Veterans (High 40-mile and Medium Wait)
	440,794
	414,239
	390,073

	BT Cost
	$60,704,973
	$59,215,669
	$50,740,956

	Estimated Number of Veterans
	FY15
	FY16
	FY17

	High 40-Mile and Low 30-Day
	356,814
	351,254
	348,083

	High 40-Mile and Medium 30-Day
	440,794
	414,239
	390,073

	High 40-Mile and High 30-Day
	524,774
	477,224
	432,064

	Medium 40-Mile and Low 30-Day
	277,154
	263,627
	251,694

	Medium 40-Mile and Medium 30-Day
	361,134
	326,613
	293,685

	Medium 40-Mile and High 30-Day
	445,114
	389,598
	335,675

	Low 40-Mile and Low 30-Day
	197,494
	176,001
	155,306

	Low 40-Mile and Medium 30-Day
	281,474
	238,986
	197,296

	Low 40-Mile and High 30-Day
	365,454
	301,972
	239,286

	Maximum
	654,562
	570,582
	486,601



VA estimates the BT costs to range from $27,198,265 to $235,006,766 over a three year period.  A projected Medical CPI-U inflation rate was applied at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.  (see Table 22).

Table 22: 3-Year Total BT Costs 

	Beneficiary Travel Cost 
	FY15
	FY16
	FY17
	3-Year Total

	High 40-Mile and Low 30-Day
	$49,139,449
	$50,211,909
	$45,278,862
	$144,630,221

	High 40-Mile and Medium 30-Day
	$60,704,973
	$59,215,669
	$50,740,956
	$170,661,599

	High 40-Mile and High 30-Day
	$72,270,496
	$68,219,430
	$56,203,051
	$196,692,977

	Medium 40-Mile and Low 30-Day
	$38,168,857
	$37,685,687
	$32,740,543
	$108,595,088

	Medium 40-Mile and Medium 30-Day
	$49,734,381
	$46,689,448
	$38,202,637
	$134,626,466

	Medium 40-Mile and High 30-Day
	$61,299,904
	$55,693,208
	$43,664,732
	$160,657,844

	Low 40-Mile and Low 30-Day
	$27,198,265
	$25,159,465
	$20,202,224
	$72,559,955

	Low 40-Mile and Medium 30-Day
	$38,763,789
	$34,163,226
	$25,664,319
	$98,591,333

	Low 40-Mile and High 30-Day
	$50,329,313
	$43,166,986
	$31,126,413
	$124,622,711

	Maximum
	$90,144,462
	$81,564,939
	$63,297,365
	$235,006,766








Pharmacy Costs
Veteran pharmacy costs will be applicable under VCP.  VA is currently estimating a certain portion of the care elected under VCP will result in pharmacy costs because pharmacy is included in the definition of medical services (see 38 USC 1701(6)(G)).  

Cohort 1:
To establish an FY 2015 (base year) cost, the following assumptions were applied:  
· Utilizes medical care estimated range to indicate the percentage of Veterans electing care under VCP.  .  Low (35 percent), Medium (60 percent), High (85 percent), and Max (100 percent) were applied to the 30-Day Wait List Veterans and Low (40 percent), Medium (65 percent), High (90 percent), and Max (100 percent) for the EWL Veterans Low to high ranges were selected on the lower end as this group is currently more reliant on VA and is less likely to elect to receive non-VA care for an episode of care. 

· On aggregate 80 percent (4,828,663 out of 6,069,439) of the Veterans who received care in VA was also dispensed an outpatient prescription in FY14 (through August 2014).  
· Therefore, it is estimated 80 percent of Veterans will receive a prescription on the:
· Thirty day wait list (Formula:  330,701 * 0.80 = 263,150)
· Electronic wait list (Formula:  8,669 * 0.80 = 6,898)
· In Fiscal Year 2013, 29.62 prescriptions per Veteran who receives any prescriptions were dispensed by VA Pharmacy.   Based on 6 months of FY 2014 data from one Veterans Integrated Service Network (VISN) 1.25 urgent/emergent prescriptions were dispensed to Veterans by a non-VA retail pharmacy.  
· It is estimated that 28.37 (29.62 – 1.25) prescriptions per year for each Choice Program Veteran will be dispensed by VA medical center pharmacies of Consolidated Mail Outpatient Pharmacy (CMOP).
· Thirty day wait list (Formula:  263,150  * 28.37 = 7,465,573 prescriptions)
· Electronic wait list (Formula:  6,898 * 28.37 = 195,703 prescriptions)
· Average drug ingredient cost 
· Routine prescriptions (FY 2014 VA data through August 2014)
· VA CMOP = $21.51
· Dispenses 80% of VA prescriptions
· VA medical center pharmacy = $45.20 
· Dispenses 20% of VA Prescriptions
· Estimated number of prescriptions dispensed
· Thirty day wait list
· CMOP = 0.80 * 7,465,573 = 5,972,458
· VA medical center pharmacy = 0.20 * 7,465,573 = 1,493,115
· Electronic wait list
· CMOP = 0.80 * 195,703 = 156,562
· VA medical center pharmacy = 0.80 * 195,703 = 39,141
· Estimated number of new prescriptions that will require manual entry into VA system
· Percent of new VA prescriptions = 44% (FY 2014 VA data through August 2014)
· Pharmacist and pharmacy technician cost per prescription = $2.94
· Thirty day wait list
· Estimated number of new prescriptions per year: 0.44 * 7,465,573 = 3,284,852
· Estimated cost to enter new prescriptions into VA system per year: 3,284,852 * $2.94 = $9,642,259
· Electronic wait list
· Estimated number of new prescriptions per year: 0.44 * 195,703 = 86,109
· Estimated cost to enter new prescriptions into VA system per year: 86,109 * $2.94 = $252,762
· Dispensing fee per prescription
· CMOP = $3.42 (FY 2014)
· VA medical center pharmacy = $8.00 (FY 2014)
· Estimated annualized dispensing fee and drug ingredient cost
· Thirty day wait list
· CMOP:  $3.42 * 5,972,458 = $20,425,807
· $20,425,807 * $21.51 = $128,467,573
· VA medical center pharmacy:  $8.00 * 1,493,115 = $11,944,916
· $11,944,916 * $45.20 = $67,488,776
· Electronic wait list
· CMOP:  $3.42 * 156,562 = $535,442
· VA medical center pharmacy:  $8.00 * 39,141 = $313,124
· Summary of FY 15 baseline costs
· Thirty day wait list
· CMOP  and VA medical center pharmacy
· Dispensing fee:  $20,425,807 + $11,944,916
· New prescription entry:  $9,642,259
· Drug ingredient: $128,467,573 + $67,488, 776
· Total = $237,969,330
· Electronic wait list
· CMOP and VA medical center pharmacy
· Dispensing fee:  $188,510 + $322,352
· New prescription entry:  $152,171
· Drug ingredient:  $1,065,083 + $2,027,427
· Total = $3,755,543    (see Table 23).

Table 23: FY 2015 Pharmacy Costs for Wait List Eligible

	Wait List Eligible
	
	
	
	

	 
	Low (35%)
	Medium (60%)
	High (85%)
	Max (100%)

	30-Day Wait List Pharmacy Cost
	$83,289,266
	$142,781,598
	$202,273,931
	$237,969,330

	 
	 
	 
	 
	 

	 
	Low (40%)
	Medium (65%)
	High (90%)
	Max (100%)

	Electronic Wait List Pharmacy Cost
	$1,502,217
	$2,441,103
	$3,379,989
	$3,755,543

	 
	 
	 
	 
	 

	Total Pharmacy Cost
	$84,791,483
	$145,222,701
	$205,653,920
	$241,724,874



Once the base year cost information is calculated, the estimated costs of FY 2016 and FY 2017 were estimated by decreasing the number of Veterans on the base year (FY2015) wait list by 25 percent in FY 2016 and by 50 percent in FY 2017.  This assumption accounts for the anticipated reduction in the wait list, as VA increases its internal capacity to deliver care at a VA medical facility through additional hiring, together with the acquisition of the accompanying space through leasing or construction.  

The total cost of care for Veterans in Cohort 1 who may elect to receive non-VA care under VCP is estimated from Low to High ranges.  For this group, the medium range estimates are more likely because this group relies more heavily on VA care and is likely to be more reliant on the VA health care system.  

VA estimates the total pharmacy costs for Cohort 1 to range from $194,850,828 to $555,483,760 over a three year period.  A projected Medical CPI-U inflation rate was applied at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.  (see Table 24).

Table 24: 3-Year Pharmacy Costs for Wait List Eligible
	Wait List Eligble
	Low
	Medium
	High
	Max

	FY2015 (Base Year)
	$84,791,483
	$145,222,701
	$205,653,920
	$241,724,874

	FY2016 (Decrease 25%)
	$66,010,169
	$113,055,873
	$160,101,577
	$188,182,814

	FY2017 (Decrease 50%)
	$44,049,175
	$75,443,193
	$106,837,211
	$125,576,072

	3-Year Total
	$194,850,828
	$333,721,768
	$472,592,708
	$555,483,760



Cohort 2:
To establish an FY 2015 (base year) cost, the following assumptions were applied:  
· Estimated range to indicate the percentage of Veterans electing to receive non-VA care under VCP.  Low (25 percent), Medium (50 percent), High (75 percent), and Max (100 percent).  Low to High ranges were selected on the higher end as this group is more likely to elect to receive non-VA care under VCP because this is an older population whose current usage rate is approximately 58 percent.  
· All the same pharmacy workload assumptions for Cohort 1 are applicable for Cohort 2 and the maximum number of geographically eligible = 318,641.  (see Table 25).

Table 25: FY 2015 Pharmacy Costs for Geographically Eligible
	Geographically Eligible
	Low (25%)
	Medium (50%)
	High (75%)
	Max (100%)

	Pharmacy Cost
	$57,322,767
	$114,645,534
	$171,968,301
	$229,291,068

	Total Pharmacy Costs
	$57,322,767
	$114,645,534
	$171,968,301
	$229,291,068


 
Once the base year cost information is calculated, the estimated costs of FY 2016 and FY 2017 were estimated by increasing the number of Veterans electing care under VCP by 10 percent in FY 2016 and by 10 percent in FY 2017t.  This assumption accounts additional Veterans electing to receive non-VA care under VCP as the program is implemented and Veterans receive communication on the Program. 

The total cost of care for Veterans in Cohort 2 who may elect to receive non-VA care under VCP is estimated from Low to High ranges.  For this group, the high range estimates are more likely because this group has more of an incentive to elect to receive non-VA care under VCP. 

VA estimates the total pharmacy costs for Cohort 2 to range from $197,578,005 to $790,312,019 over a three year period.  A projected Medical CPI-U inflation rate from the 2014 Congressional Budget Call Memo was applied at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.  (see Table 26).


Table 26: 3-Year Pharmacy Costs for Geographically Eligible
	 Geographically Eligible
	Low
	Medium
	High
	Max

	FY2015 (Base Year)
	$57,322,767
	$114,645,534
	$171,968,301
	$229,291,068

	FY2016 (Increase 10%)
	$65,451,135
	$130,902,271
	$196,353,406
	$261,804,541

	FY2017 (Increase 10%)
	$74,804,103
	$149,608,205
	$224,412,308
	$299,216,410

	3-Year Total
	$197,578,005
	$395,156,009
	$592,734,014
	$790,312,019



Prosthetics Costs

Prosthetic device(s) recommended by a non-VA provider under VCP will be communicated to VA to be reviewed and provided in-house unless a prosthetic device is an emergency item (e.g., crutches, splints, manual wheelchair, etc.) or is “bundled” with the medical service authorization under VCP.  Prosthetic items recommended to be bundled with medical service authorizations issued and paid for by VCP are surgical implants and eyeglasses.  



Cohort 1:
To establish an FY 2015 (base year) cost, the following assumptions were applied:
· The same estimated number of Veterans population for this cohort used in calculation of inpatient and outpatient costs was applied.
· The same estimated range for this cohort to indicate the percentage of Veterans electing care under VCP used in calculation of inpatient and outpatient costs. 
· Veterans’ utilization rate for prosthetic items under VCP is similar to that of current VHA patients.  In FY 2013, 38 percent of VHA patients received prosthetic devices (excluding implants and eyeglasses).
· Surgical implants, eyeglasses, and certain emergency prosthetic devices will be “bundled” with authorized services to be provided outside of VA. 
· Veterans’ utilization rate for eyeglasses under VCP is similar to that of current VHA patients.  In FY 2013, 39 percent of VHA prosthetics patients received eyeglasses from VA.  Average cost of $244 per eyeglasses was used based on 2012 Consumer Report Survey (http://www.consumerreports.org). 
· Cost of implants is included in the cost of inpatient surgical care.
· Average patient cost for prosthetic devices and services was used to calculate estimated cost of prosthetics.  In FY 2014, average patient cost was $656.64. (see Table 27).


Table 27: FY 2015 Prosthetics Costs for Wait List Eligible

	Wait List Eligble
	
	
	
	

	 
	Low (35%)
	Medium (60%)
	High (85%)
	Max (100%)

	30-Day Wait List Prosthetics Cost
	$41,371,660
	$70,922,846
	$100,474,032
	$118,204,744

	 
	 
	 
	 
	 

	 
	Low (40%)
	Medium (65%)
	Hiigh (90%)
	Max (100%)

	Electronic Wait List Prosthetics Cost
	$746,242
	$1,212,643
	$1,679,044
	$1,865,604

	 
	 
	 
	 
	 

	Total  Prostethics Costs
	$42,117,902
	$72,135,489
	$102,153,076
	$120,070,348




Methodology for projected cost of prosthetic devices:

Prosthetic device cost = (A x B) x C + (A x D) x E
A = estimated number of VCP patients
B = prosthetic utilization rate
C = average prosthetics cost per patient
D = eyeglasses utilization rate
E = average cost per eyeglasses



VA estimates the total prosthetics costs for Cohort 1 to range from $97,618,388 to $278,291,968 over a three year period.  A projected annual increase based on a CPI-U inflation rate was applied to all out year estimates.  FY 2015 (3.7 percent), FY 2016 (3.8 percent) and FY 2017 (3.9 percent) were applied.  (see Table 28).


Table 28: 3-Year Prosthetics Costs for Wait List Eligible

	Wait List Eligble
	Low
	Medium
	High
	Max

	FY2015 (Base Year)
	$42,117,902
	$72,135,489
	$102,153,076
	$120,070,348

	FY2016 (Decrease 25%)
	$32,788,787
	$56,157,478
	$79,526,170
	$93,474,766

	FY2017 (Decrease 50%)
	$22,711,700
	$38,898,413
	$55,085,127
	$64,746,854

	3-Year Total
	$97,618,388
	$167,191,380
	$236,764,372
	$278,291,968



Cohort 2:
To establish an FY 2015 (base year) cost, the following assumptions were applied:
· The same estimated number of Veterans population for this cohort used in calculation of inpatient and outpatient costs was applied.
· The same estimated range for this cohort to indicate the percentage of Veterans electing care under VCP used in calculation of inpatient and outpatient costs was applied. 
· Veterans’ utilization rate for prosthetic items under VCP is similar to that of current VHA patients.  In FY 2013, 38 percent of VHA patients received prosthetic devices (excluding implants and eyeglasses).
· Surgical implants, eyeglasses, and certain emergency prosthetic devices will be “bundled” with authorized services to be provided outside of VA. 
· Veterans’ utilization rate for eyeglasses under VCP is similar to that of current VHA patients.  In FY 2013, 39 percent of VHA prosthetics patients received eyeglasses from VA.  Average cost of $244 per eyeglasses was used based on 2012 Consumer Report Survey (http://www.consumerreports.org). 
· Cost of surgical implants is included in the cost of inpatient surgical care cost.
· Average patient cost for prosthetic devices and services was used to calculate estimated cost of prosthetics.  In FY 2014, average patient cost was $656.64.  (see Table 29).

Table 29: FY 2015 Prosthetics Costs for Geographically Eligible
	Geographically Eligible
	Low (25%)
	Medium (50%)
	High (75%)
	Max (100%)

	Prosthetics Cost
	$28,473,479
	$56,946,958
	$85,420,438
	$113,893,917

	Total Prosthetics Costs
	$28,473,479
	$56,946,958
	$85,420,438
	$113,893,917







VA estimates the total prosthetics costs for Cohort 2 to range from $98,141,341 to $354,948,342 over a three year period.  A projected Medical CPI-U inflation rate was applied at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.  (see Table 30).

Table 30: 3-Year Prosthetics Costs for Geographically Eligible
	Geographically Eligible
	Low
	Medium
	High
	Max

	FY2015 (Base Year)
	$28,473,479
	$56,946,958
	$85,420,438
	$113,893,917

	FY2016 (Increase 10%)
	$32,511,019
	$65,022,037
	$97,533,056
	$118,221,886

	FY2017 (Increase 10%)
	$37,156,843
	$74,313,686
	$111,470,529
	$122,832,539

	3-Year Total
	$98,141,341
	$196,282,682
	$294,424,023
	$354,948,342



VA estimates the total cost of care (Inpatient & Outpatient; Beneficiary Travel; Pharmacy; and Prosthetics & Durable Medical Equipment) for both Cohorts ranges from $4 billion to $12.8 billion over a 3 year period.  (see Table 31).   The highlighted scenario below provides the likely scenario with an estimated total three year cost of $9.8 billion and with the maximum scenario of $12.9 billion.

Table 31: 3-Year Total Cost of Care
[image: ]
Note: Numbers may not add due to rounding.

Administrative Costs

As with the estimates for the cost of care, outlined above, the analysis below sets forth the basic assumptions, methods, and data underlying the cost estimate for administrative costs associated with implementation of the Choice Program. These estimates are preliminary and subject to revision. 


Administrative FTE Costs
VA has determined 81 FTEs will be required to carry out the provisions of this law, and, in particular, the new business processes that VA will have to manage as part of the Choice Program.  The new FTEs will consist of a range of GS level employees and will be responsible for assisting various functionalities:

· Geocoding
· Informatics
· Member Benefits
· Systems Management
· Call Center
· Customer service
· Claim authorization and processing
· Appeals
· Project Management Office
The administrative staff will assist with processing non-VA care claims payments.  They will also review non-VA care claims and supporting documentation for first party copayment billing.  VHA will use existing capabilities at the VHA Health Resource Center (HRC) to provide customer service support with calls. VA projected appeals staff will be needed for denials of Veterans Choice benefits and non-VA care claims payments.  VA will need staff at the Planning Systems Support Group (PSSG) for the geographic database in support of health care analysis and at the VHA Support Service Center (VSSC) for providing health care delivery analysis and evaluation reports.
   
Based on the Office of Personnel Management’s CY 2014 General Schedule (GS) Locality Pay Tables, located at https://www.opm.gov/policy-data-oversight/pay-leave/salaries-wages/2014/general-schedule/, the FY2014 individual salary for each administrative FTE based on the geographical area of employment and increased by 34 percent to account for fringe benefits and overhead are as follows:  (see Table 32).

Table 32: FY2014 Individual Salary Costs with Benefits
	Grade/Step & Locality
	Yearly Salary
	Benefits at 34%
	FTE Unit Cost

	Nurse 2/5 (Denver)
	$72,472
	$24,640
	$97,112

	GS-6/7 (Rest of U.S.)
	$39,955
	$13,585
	$53,540

	GS-7/5 (Rest of U.S.)
	$44,403
	$15,097
	$59,500

	GS-7/5 (Denver)
	$47,654
	$16,202
	$63,856

	GS-9/5 (Denver)
	$58,289
	$19,818
	$78,107

	GS-12/5 (Denver)
	$84,530
	$28,740
	$113,270

	GS-12/5 (Rest of U.S.)
	$78,762
	$26,779
	$105,541

	GS-13/5 (Denver)
	$100,519
	$34,176
	$134,695

	GS-13/5 (Atlanta)
	$97,869
	$33,275
	$131,144

	GS-13/5 (Rest of U.S.)
	$93,660
	$31,844
	$125,504

	GS-14/5 (Denver)
	$118,781
	$40,386
	$159,167



VA estimates the total administrative FTE costs to be $6,285,462 in FY 2015 and $18,856,387 over a three year period.  Based on the economic assumptions from the 2014 Congressional Budget Call Memo, a 1 percent inflation rate for Pay Raises (effective January 1) was applied to the Administrative FTE Costs for FY2015 only.  (see Table 33). 



Table 33: 3-Year Administrative FTE Costs
	Fiscal Year
	Administrative FTE Costs
	Total Admin. FTE Costs

	
	Nurse 2/5 (2)
	GS-6 (3)
	GS-7 (52)
	GS-9 (10)
	GS-12 (2)
	GS-13 (10)
	GS-14 (2)
	

	2015
	$196,166 
	$162,226 
	$3,278,925 
	$788,881 
	$220,999 
	$1,316,748 
	$321,517 
	$6,285,462

	2016
	$196,166 
	$162,226 
	$3,278,925 
	$788,881 
	$220,999 
	$1,316,748 
	$321,517 
	$6,285,462

	2017
	$196,166 
	$162,226 
	$3,278,925 
	$788,881 
	$220,999 
	$1,316,748 
	$321,517 
	$6,285,462

	3-Year Total
	$588,499
	$486,679
	$9,836,774
	$2,366,642
	$662,997
	$3,950,244
	$964,552
	$18,856,387


Note: Numbers may not add due to rounding.
System Costs
System changes are needed for the Veteran population to be recognized as a new group of eligible Veterans and to differentiate them from other Veterans receiving non-VA care.  System changes are also needed to perform congressionally mandated reporting.  This includes changes to the Fee Basis Claims System (FBCS), Enrollment system and the downstream changes for the Veterans Health Information Systems and Technology Architecture’s (VistA) system.  

VA estimates the total system costs at $63,997,809 in the first year (see Table 34). 

Table 34: FY 2015 System Costs
	Description
	FY 2015

	VistA IT Fee Changes
	$3,000,000

	Healthcare Claims Processing - Module
	$5,000,000

	FBCS IT Changes
	$8,000,000

	Choice Fund Third Party Insurance Reimbursement System 
	$3,500,000

	Member Services IT Changes (FY15-FY17)
	$11,286,809

	VistA IB/AR IT Changes
	$500,000

	IT Staff (HEC OIT, HEC ISO) (GS-13)
	$254,000

	FBCS Archiving
	$4,750,000

	FBCS hardware refresh
	$10,807,000

	VistA Imaging Tier II Storage
	$11,000,000

	Pharmacy IT changes
	$5,900,000

	Total
	$63,997,809




Prosthetics and Durable Medical Equipment (DME) Administrative Costs
VA estimates there will be additional administrative costs for prosthetics and DME medical support and compliance. These costs are primarily driven by the fact that VA will need to establish new processes to review and process requests for prosthetics and DME generated by non-VA providers under the Choice Program, as follows: 
· Eligible non-VA providers under VCP do not have access to VA system such as CPRS and VistA. 
· The following additional VA FTEEs are required for coordinating and processing prosthetics prescriptions from eligible non-VA providers. 
· One (1) utilization review FTEE per Veterans Integrated Service Network (VISN) (total = 21).
· One (1) audiologist FTEE per 5,000 VCP patients projected to utilize prosthetic services. Audiologist FTEEs will review non-VA provider recommendations and prescribe hearing aids for VCP patients (estimated total = 5.  
· One (1) prosthetic administrative FTEE per 10,000 VCP patients projected to utilize prosthetic services (estimated total = 25.
· FY 2014 General Schedule salary was used to calculate estimated cost of additional FTEEs.  A 1 percent inflation rate for Pay Raises (effective January 1) was applied to the FTE Costs for FY2015 only Thirty four (34) percent fringe benefit factor was used to estimate total FTEE labor rate (salary and benefits).   (see Table 35).
· Estimated operational cost for VCP was based on the total estimated prosthetic cost.  Three (3) percent of the total estimated prosthetic cost was assumed for operational cost (e.g., shipping, space, etc.).

Table 35: FY 2015 Prosthetics and DME FTE Costs

	Grade/Step
	# of Staff
	Unit Salary 
	Benefits at 34%
	Total

	GS-5/5
	25
	$36,205
	$12,310
	$1,212,883

	GS-11/5
	21
	$66,370
	$22,566
	$1,867,655

	GS-13/5
	5
	$94,597
	$32,163
	$633,797

	Total
	51
	$197,172
	$67,039
	$3,714,336



The FTE costs are estimated to be $2,744,448 in FY2015 and $8,233,344 over a three year period.  A 1 percent inflation rate for Pay Raises (effective January 1) was applied to the FTE Costs for FY2015 only.  

VA also estimates there will be additional shipping and space costs for prosthetics and DME.  Shipping and office space costs will be needed to effectively process and deliver medical items. These costs are estimated to be $7,018,928 in FY2015 and $18,997,209 over a three year period.  A projected Medical CPI-U inflation rate from the 2014 Congressional Budget Call Memo was applied to the shipping and space costs at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.

VA estimates the total prosthetics and DME administrative costs to be $10,733,264 in FY2015 and $30,140,217over a three year period. (see Table 36).

Table 36: 3-Year Prosthetics and DME Administrative Costs

	Fiscal Year
	FTE
	Shipping & Space
	Total Costs

	2015
	$3,714,336
	$7,018,928
	$10,733,264

	2016
	$3,714,336
	$6,350,900
	$10,065,235

	2017
	$3,714,336
	$5,627,382
	$9,341,718

	3-Year Total
	$11,143,008
	$18,997,209
	$30,140,217


Note: Numbers may not add due to rounding.
Pharmacy Benefits Management (PBM) Services Administrative Costs
As with prosthetics and DME, VA will need to establish new processes to properly dispense prescriptions under the Choice Program.  In particular, VA will incur PBM set-up costs estimated at $2, 720,000 in FY2015 for workstations to be utilized by PBM contract administration support staff.  VA assumes the VA medical facilities will not be required to remodel, build, or lease new office space.  There will also be additional costs each year for e-Prescribing with new prescription entries at VA medical facilities.  This cost is factored at $0.15 per prescription which is based on the current Third Party Administrator, Meds by Mail.  E-prescribing allows a non-VA provider to electronically fax a prescription to the Pharmacy, and then Pharmacy staff takes the digital image and enter the prescription into the VA system.  The main advantage is patient safety and preventing possible errors with processing hand-written prescription that has been mailed/faxed.  (see Table 5).

VA estimates the total PBM administrative costs at $3,225,674 in FY 2015 and $4,071,501 over a three year period. A projected Medical CPI-U inflation rate of 3.7 percent from the 2014 Congressional Budget Call Memo was applied to e-Prescribing costs for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017. (see Table 37).

Table 37: 3-Year PBM Administrative Costs
	Fiscal Year
	PBM Costs
	Total PBM Costs

	
	Workstation 
	e-Prescribing
	

	2015
	$2,720,000
	$487,631
	$3,207,631

	2016
	$0
	$441,222
	$441,222

	2017
	$0
	$386,016
	$386,016

	3-Year Total
	$2,720,000
	$1,314,869
	$4,034,869


Note: Numbers may not add due to rounding.

Other Administrative Costs

VA will also have contract costs for management consulting services for the seven Consolidated Patient Account Centers (CPACs) estimated at $4,000,000 in FY 2015.  This contract will provide the following:
· Education -  staff/stakeholders technology and processes
· Performance Indicators 
· Quality Assurance & Internal Controls  
· Budget Scorecard -  monitoring of funds allocated for this effort
· Scorecard 
· Risk Management 
· Governance Support 
· Reporting 
· Communication 

VA has determined that the Chief Business Office (CBO) Program Management Office (PMO) will need a communications contract to provide the overall support and general outreach to eligible Veterans.   The cost for this contract is estimated to be $400,000 in FY 2015 and an additional $1,000,000 for a Veteran Experience Survey, which will be conducted in FY2015.  VA anticipates there will be additional contract costs for providing operational support and oversight estimated at $3,500,000 and program evaluation estimated at $1,000,000, in FY 2015.


VA estimates the total other administrative costs to be $9,900,000 in FY 2015.  (see Table 38).

Table 38: 3-Year Other Administrative Costs
	Fiscal Year
	Contracts Costs
	Total Other Admin. Costs

	
	CPAC
	Communication Costs
	Survey
	Operational Support & Oversight
	Program Evaluation
	

	2015
	$4,000,000
	$400,000
	$1,000,000
	$3,500,000
	$1,000,000
	$9,900,000

	2016
	$0
	$0
	$0
	$0
	$0
	$0

	2017
	$0
	$0
	$0
	$0
	$0
	$0

	3-Year Total
	$4,000,000
	$400,000
	$1,000,000
	$3,500,000
	$1,000,000
	$9,900,000


Note: Numbers may not add due to rounding.

Third Party Administrator (TPA) Costs
VA will enter into a contractual agreement for system capabilities to process medical claims and provide customer service support with calls.  

The TPA Costs are estimated to be $637,887,680 over a three year period. 
The total Administrative Costs are estimated to be $397,087,091 in FY 2015 and $764,506,336over a three year period   (see Table 39). 

Table 39: 3-Year Total Administrative Costs

	Fiscal Year
	Admin. FTE Costs
	System Costs
	Prosthetics & DME Costs
	PBM Costs
	Other Admin. Costs
	TPA Costs
	Total Admin. Costs

	2015
	$6,285,462
	$63,997,509
	$10,696,488
	$3,207,631
	$9,900,000
	$300,000,000
	$394,087,091

	2016
	$6,285,462
	$0
	$10,028,460
	$441,222
	$0
	$167,043,000
	$183,798,144

	2017
	$6,285,462
	$0
	$9,304,942
	$386,016
	$0
	$167,644,680
	$183,621,101

	3-Year Total
	$18,856,387
	$63,997,509
	$30,029,890
	$4,034,869
	$9,900,000
	$634,687,680
	$761,506,336


Note: Numbers may not add due to rounding.







Estimated Impact:
While it is not envisioned that every Veteran who is eligible for the Choice Program will use the Program, the maximum cost of the Program must be identified to ensure that those costs will be within the appropriate funding limit.  Based on the analysis performed of the eligible population, their current use of VA care, their distance to the VA facilities, their insurance profile, and the potential for cost-sharing among some of the population, VA believes that there will be a higher use of the Choice Program among the 40 mile group than the 30 day group.  The 30 day group is comprised of mostly Veterans that are high utilizers of VA services and may prefer to wait for care in the VA with their normal providers.  Since some of the 40 mile group are Veterans who have never used the VA before, their utilization of the program will most likely be higher than those in the 30 day group who are consistent VA users.  For these reasons, VA believes that the 40 mile group will have utilization in the high range and the 30 day group will have utilization in the medium range.  This combined range falls below the total funding for the program and would allow the program to operate for the full three years identified in the Act. 

VA assumes the Medium range for the 30 day group and the High range for the 40 mile group most closely represents the estimated annual number of Veterans who will elect and be found eligible for services under this law annually.   The costs associated with this range are estimated to be $3,547,644,242 in FY 2015 to $10,555,816,840 over a three year period (see Table 40).  (Note: since the total costs exceed the $10B allocated to the program, the program may end before the full three year period based on actual usage).  


Estimated costs and projections are based on the best reasonably obtainable and available economic information to implement the provisions of the Veterans Choice program.  
 
Table 40: 3-Year Total Costs (Medium Range for Cohort 1 and High Range for Cohort 2)

	Fiscal Year
	Cost of Care
	Admin. Costs
	Total Costs

	2015
	$3,150,557,152
	$394,087,091
	$3,544,644,242

	2016
	$3,256,907,437
	$183,798,144
	$3,440,705,581

	2017
	$3,383,845,916
	$183,621,101
	$3,567,467,016

	3-Year Total
	$9,791,310,504
	$761,506,336
	$10,552,816,840


Note: Numbers may not add due to rounding.







Accounting Statement and Table

As required by OMB Circular A–4, in the table below, VA has prepared an accounting statement showing the classification of transfers, benefits and costs associated with the provisions of this rulemaking.  Some portions of the analysis rely upon assumptions that may change.  The analysis for this rulemaking sets forth the basic assumptions, methods, and data underlying the analysis and discusses the uncertainties associated with the estimates.  

	Category
	 
	Transfers

	Federal Annualized Monetized Transfers
	Year Dollar
	 

	
	2015
	FY2015
	FY2016
	FY2017
	na
	na
	Present Value
	Annualized

	
	
	
	
	
	
	
	3%
	7%
	3%
	7%

	
	
	$3.544
	$3.373
	$3.428
	$0.0
	$0.0
	$9.757
	$9.057
	$3.449
	$3.451

	Category
	 
	Benefits

	Qualitative benefits
	 
	 

	Category
	 
	Costs (Example PRA, any costs to beneficary) 

	Costs
	 
	The estimates that appear in the Transfers section of this table combine both transfers and costs to society. To the extent that the Veterans Choice Program increases provision of medical care, the impacts represent costs.  To the extent that the Veterans Choice Program shifts payment liability for medical care (rather than actually increasing the provision of care), then then rule’s impacts represent transfers from VA to the entities who would have paid for the care in the absence of the rule—potentially private insurers, Medicare and other government insurers, and Veterans themselves.  The will also be transfers within VA as care is shifted to the Veterans Choice Program from VA’s other health care programs.




Submitted by:
Kristin J. Cunningham
Director, Business Policy
VHA Chief Business Office
Washington, DC
October 31, 2014



Appendix A:  Loss of Revenue 

Lost Third Party Revenue Collections for Providing Choice Care
Loss revenue impacts are assumed to be strictly from those Veterans who are currently using the VA system (based on FY2013 data).  VA assumes that if the Veteran is not a user, they have not contributed to the Medical Care Collections Fund (MCCF).  Actual FY2013 data from the Corporate Data Warehouse collections was used as the base year to account for a full year of data 

Using the Corporate Data Warehouse, we estimated the total collections contributed by current users in cohorts 1 and 2.  Based on the Office of General Counsel advice stating the First Party copayments generated through care delivered under the Choice Program will be deposited in the MCCF, the estimated loss to MCCF collections is isolated to third-party reimbursements, as any third-party reimbursements generated through care delivered under the Choice Program will be deposited in the Veterans Choice Fund.  

Cohort 1: 
The following methodology approach was applied to estimate loss revenue impacts for the group of Veterans with long appointment wait times:

· Utilize the 30-day waitlist unique scrambled SSN provided by Enrollment and Forecasting
· Obtain records from CDW of Veterans presenting for care in FY2013 and derive the number of Veterans and the number of visits having Third Party payments applied to their accounts[footnoteRef:5] [5: implified simplied, please check for accuracy., abvoe. EWL is at the raw population, although I was confused about why the EWL w From FY2013 CDW collections data, Veterans on the 30-day waitlist generated $231M in Third Party collections and 8.96 million outpatient visits] 

· Estimate an average payment per visit for Third Party[footnoteRef:6] [6:  Estimated collection per visit is the ratio of FY2013 collections and the FY2013 outpatient visit] 

· Apply a percentage of Veterans who would have received care at a VA Medical Center to the estimated number of Veterans that will elect care under the Choice Fund as described in Section I; this accounts for the loss in collections only for those Veterans who would have otherwise relied on VA medical services[footnoteRef:7] [7:  84% of the Veterans on the 30-day waitlist visited a VA Medical Center in FY2013; this estimate is a very rough proxy for the input that would ideally be used in this calculation—the percentage of visits funded by the Veterans’ Choice Program that are shifted out of VA care, as opposed to being newly provided to Veterans.  The percentage of visits could theoretically be more or less than the percentage of Veterans estimated here (84%).] 

· Apply the average payment per visit to the range of estimated number of Veterans that will elect care.[footnoteRef:8] The average payment per visit is calculated from a baseline FY2013 data and brought forward to FY2015 levels using a CPI-U medical inflation factor for each fiscal year.   [8:  The estimated number of Veterans from Section I that would have elected care under the Choice Act] 

· The low range represents the revenue impact if approximately ten percent of the Veterans on the 30-day wait list elect care under the Choice Act.  The high range represents the revenue impact if approximately thirty percent of the Veterans on the 30-day wait list elect care under the Choice Act.  
· Note:  The visit is used in this calculation to account for a Veteran’s eligibility for only if the appointment that falls within the 30-day waitlist criteria.  

In FY2015, VA estimates the lost third party revenue collections to range from $33 million to $93 million.  (see Table 39).

Table 39: FY2015 Lost Third Party Revenue Collections-Cohort #1 
 Note: Numbers may not add due to rounding.
[image: ]

Cohort 2:
The following methodology approach is applied to estimate a loss of revenue for the geographically eligible:

· Utilize the geographically eligible unique scrambled SSN provided by Enrollment and Forecasting
· Obtain records from CDW of Veterans presenting for care in FY2013 and derive the number of Veterans having Third Party payments applied to their accounts[footnoteRef:9] [9:  From FY2013 CDW collections data, 186K geographically eligible Veterans generated $58M in Third Party collections ] 

· Estimate an average payment per Veteran for Third Party[footnoteRef:10] [10:  Average collection per Veteran is a ratio of the Third Party collections and the unique Veterans; calculating an average collection per Veteran accounts for service connection, uninsured percentages, etc.  ] 

· Apply a percentage of Veterans who would have received care at a VA Medical Center to the estimated number of Veterans that will elect care under the Choice Fund as described in Section I; this accounts for the loss in collections only for those Veterans who would have otherwise relied on VA medical services[footnoteRef:11] [11:  58% of the Veterans on the 30-day waitlist visited a VA Medical Center in FY2013; this estimate is a very rough proxy for the input that would ideally be used in this calculation—the percentage of visits funded by the Veterans’ Choice Program that are shifted out of VA care, as opposed to being newly provided to Veterans.  The percentage of visits could theoretically be more or less than the percentage of Veterans estimated here (58%).] 

· Apply the average payment per Veteran to the range of estimated number of Veterans that will elect care [footnoteRef:12].  The average payment per Veteran is calculated from a baseline FY2013 data and brought forward to FY2015 levels using a CPI-U medical inflation factor for each fiscal year.   [12:  The estimated number of Veterans from Section I that would have elected care under the Choice Act.] 

· The low range represents the revenue impact if approximately twenty-five percent of the Veterans on the 40-mile list elect care under the Choice Act.  The high range represents the revenue impact if approximately seventy-five percent of the Veterans on the geographically eligible elect care under the Choice Act.  

In FY2015, VA estimates the lost third party revenue collections to range from $15.5 million to $62.3 million.  (see Table 40).

Table 40: FY2015 Lost Third Party Revenue Collections-Cohort #2
 Note: Numbers may not add due to rounding.
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The total lost third party revenue collections for both cohorts are estimated to range from $129.3 million to $431.3 million over a three year period.  A projected Medical CPI-U medical inflation rate was applied at 3.7 percent for FY 2015; 3.8 percent for FY 2016; and 3.9 percent for FY 2017.  (see Table 41).  

Table 41: 3-Year Total Lost Third Party Revenue Collections for All Ranges
	Fiscal Year
	Low
	Medium
	High
	Maximum

	2015
	$48,354,878 
	$87,294,992 
	$126,235,105 
	$155,760,455 

	2016
	$43,136,670 
	$69,662,398 
	$96,116,527 
	$143,907,124 

	2017
	$37,891,033 
	$64,276,221 
	$90,611,814 
	$131,726,468 

	3-Year Total
	$129,382,581 
	$221,233,610 
	$312,963,446 
	$431,394,048 


 Note: Numbers may not add due to rounding.
1
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Eligible Wait List Total Eligible Low Medium High Max

Estimated number of Veterans Electing Care (30-Day Wait List) 330,701 115,745 198,421 281,096 330,701

Estimated number of Veterans Electing Care (Electronic Wait List) 5,219 2,088 3,393 4,697 5,219
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Estimated % Without First or Third Party Obligation (A) 56%

Low Medium High Max

Estimated number of Veterans Electing Care (30-Day Wait List) (B) 115,745 154,768 193,460 330,701

Estimated Number of Veterans Without Financial Obligation (C=A*B) 65,217 87,204 109,005 186,334

Estimated number of Veterans Electing Care (Electronic Wait List) (D) 1,305 2,610 3,915 5,219

Estimated Number of Veterans Without Financial Obligation (E= A*D) 735 1,470 2,206 2,941


image4.emf
Estimated % Without First or Third Party Obligation (A) 56%

Estimated Percent of Uninsured, Medicare, or Medicare Supplemental (F) 90%

Low Medium High Max

Estimated number of Veterans Electing Care (30-Day Wait List) (B) 115,745 198,421 281,096 330,701

Estimated Number of Veterans Without Financial Obligation (C=A*B) 65,217 111,800 158,384 186,334

Estimated Number of Veterans With Financial Obligation - Uninsured,  Medicare, Medicare Supplemental (G = (B-C)*F) 45,536 78,061 110,587 130,102

Total Number of 30-Day Waitlist Veterans (VA will provide Total cost of care) (H= C+G) 110,753 189,862 268,971 316,436

Estimated number of Veterans Electing Care (Electronic Wait List) (D) 2,088 3,393 4,697 5,219

Estimated Number of Veterans Without Financial Obligation (E= A*D) 1,176 1,912 2,647 2,941

Estimated Number of Veterans With Financial Obligation - Uninsured,  Medicare, Medicare Supplemental (I= (D-E)*F) 821 1,335 1,848 2,053

Total Number of EWL Veterans (VA will provide Total cost of care) (J= E + I) 1,998 3,246 4,495 4,994
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Estimated number of months an episode is on the waitlist (K) 2

Annualized estimate or Wait list Cycle (L= 12 months/K) 6

Number of visits generated per full episode of care (Including follow-up visit) (M) 2

Low Medium High Max

Total Number of 30-Day Waitlist Veterans (VA will provide Total cost of care) (H) 110,753 189,862 268,971 316,436

Estimated Number of Visits (N=H*L*M) 1,329,033 2,278,342 3,227,651 3,797,237

Total Number of EWL Veterans (VA will provide Total cost of care) (J) 1,998 3,246 4,495 4,994

Estimate Number of Visits (O=J*L*M) 23,972 38,955 53,938 59,931


image6.emf
Cost per Visit (P) $295

Low Medium High Max

Cost of Care Assumption 30-Day Waitlist (Q=N*P) $391,897,957 $671,825,069$951,752,181 $1,119,708,449

Cost of Care Assumption EWL (R=O*P) $7,068,862 $11,486,901 $15,904,939 $17,672,155

Cost of Care (VA will provide the total cost of care) (S=Q+R) $398,966,819 $683,311,970$967,657,121 $1,137,380,603
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Low Medium High Max

Estimated number of Veterans Electing Care (30-Day Wait List) (B) 115,745 198,421 281,096 330,701

Total Number of 30-Day Waitlist Veterans (VA will provide Total cost of care) (H) 110,753 189,862 268,971 316,436

Estimated Number of Veterans with Primary Billable Insurance (T= B-H) 4,993 8,559 12,125 14,265

Estimated number of Veterans Electing Care (Electronic Wait List) (D) 2,088 3,393 4,697 5,219

Total Number of EWL Veterans (VA will provide Total cost of care) (J) 1,998 3,246 4,495 4,994

Estimated Number of Veterans with Primary Billable Insurance (U= D-J) 90 146 203 225
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Annualized estimate or Wait list Cycle (L= 12 months/K) 6

Number of visits generated per full episode of care (Including follow-up visit) (M) 2

Low Medium High Max

Estimated Number of Veterans with Primary Billable Insurance 30-Day (T) 4,993 8,559 12,125 14,265

Estimate Number of Bills 30-Day Wait List (V= T*L*M) 59,913 102,708 145,503 171,180

Estimated Number of Veterans with Primary Billable Insurance EWL (U) 90 146 203 225

Estimate Number of Bills EWL (W=U*L*M) 1,081 1,756 2,432 2,702
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Average Third Party Cost Share per Bill (Primary Insurance) (X) $81

Low Medium High Max

Cost Sharing of Care 30-Day Waitlist (Y=V*X) $4,874,872 $8,356,923 $11,838,974 $13,928,205

Cost Sharing of Care EWL (Z=W*X) $87,931 $142,887 $197,844 $219,826

Cost of Care (VA will reimburse Third Party Cost Sharing) (AA=Y+Z) $4,962,802 $8,499,810 $12,036,818 $14,148,032
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Low Medium High Max

Cost of Care Assumption 30-Day Waitlist (Q) $391,897,957 $671,825,069$951,752,181 $1,119,708,449

Cost of Care Assumption EWL (R) $7,068,862 $11,486,901 $15,904,939 $17,672,155

Cost of Care (VA will reimburse Third Party Cost Sharing) (AA) $4,962,802 $8,499,810 $12,036,818 $14,148,032

Total Cost of Care (Wait List) (AB=Q+R+AA) $403,929,621$691,811,780$979,693,939 $1,151,528,635
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WaitList Eligible Low Medium  High Max

FY2015 (Base Year) $403,929,621 $691,811,780 $979,693,939 $1,151,528,635

FY2016 (Wait List Decreases 25%) $312,369,874 $536,486,135 $760,602,395 $896,465,042

FY2017 (Wait List Decreases 50%) $216,368,199 $371,606,063 $526,843,926 $620,951,453

Total (Three Years) $932,667,695 $1,599,903,977 $2,267,140,260 $2,668,945,130


image12.emf
Total Estimated Geographically Eligible (A) 318,641

% of Veterans with FY13 visit to VAMC (B) 58.3%

Total Eligible Low Medium High Max

Estimated number of current "users" Electing Care (Geographically Eligible) (C= B*A) 185,783 46,446 92,891 139,337 185,783

Estimated number of "non-users" Electing Care (Geographically Eligible) (D=C*(1-B)) 132,858 33,215 66,429 99,644 132,858

Estimated total number of Veterans Electing Care (Geographically Eligible) (E=C+D) 318,641 79,660 159,321 238,981 318,641
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Estimated % Without First or Third Party Obligation (F) 45.7%

Low Medium High Max

Estimated number of Veterans Electing Care (Geographically Eligible) (E) 79,660 159,321 238,981 318,641

Estimated Number of Veterans Without Financial Obligation (H=E*F) 36,399 72,798 109,198 145,597
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Estimated % Without First or Third Party Obligation (F) 45.7%

Estimated Percent of Uninsured, Medicare, or Medicare Supplemental (G) 90.1%

Low Medium High Max

Estimated number of Veterans Electing Care (Geographically Eligible) (E) 79,660 159,321 238,981 318,641

Estimated Number of Veterans Without Financial Obligation (H=E*F) 36,399 72,798 109,198 145,597

Estimated Number of Veterans With Financial Obligation - Uninsured,  Medicare, Medicare Supplemental (I = (E-H)*G) 38,988 77,977 116,965 155,954

Total Number of Geographically Eligible Veterans (VA will provide Total cost of care) (J=H+I) 75,388 150,775 226,163 301,551
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FY2013 Average Inpatient Admit per Veteran (K) 0.3

FY2013 Average Outpatient Visit per Veteran (L) 14.1

Low Medium High Max

Total Number of Geographically Eligible Veterans (VA will provide Total cost of care) (J) 75,388 150,775 226,163 301,551

Estimate Number of Inaptient Admits (M=K*J) 23,971 47,942 71,913 95,884

Estimated Number of Outpatient Visits (N=L*J) 1,061,307 2,122,614 3,183,921 4,245,228
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Cost per Visit (O) $295

Cost per Inpatient Admit (P) $13,542

Low Medium High Max

Cost of Care Inpatient (VA will provide the total cost of care) (Q=M*P) $324,609,535 $649,219,070 $973,828,604 $1,298,438,139

Cost of Care Outpatient (VA will provide the total cost of care) (R=N*O) $312,952,394 $625,904,789 $938,857,183 $1,251,809,578

Total Cost of Care (VA will provide total cost of care) (S=Q+R) $637,561,929 $1,275,123,858 $1,912,685,788 $2,550,247,717
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Low Medium High Max

Estimated number of Veterans Electing Care (Geographically Eligible) (E) 79,660 159,321 238,981 318,641

Total Number of Geographically Eligible Veterans (VA will provide Total cost of care) (J) 75,388 150,775 226,163 301,551

Estimated Number of Veterans with Primary Billable Insurance (T= E-J) 4,273 8,545 12,818 17,090
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Number of Bills per Veteran (U) 8

Low Medium High Max

Estimated Number of Veterans with Primary Billable Insurance (T) 4,273 8,545 12,818 17,090

Estimate Number of Bills (V=T*U) 32,374 64,748 97,122 129,496
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Average Third Party Cost Share per Bill (W) $109

Low Medium High Max

Estimate Number of Bills (V) 32,374 64,748 97,122 129,496

Cost of Care (VA will reimburse Third Party Cost Sharing) (X=V*W) $3,535,894 $7,071,788 $10,607,682 $14,143,577


image20.emf
Low Medium High Max

Total Cost of Care (VA will provide total cost of care) (S) $637,561,929 $1,275,123,858 $1,912,685,788 $2,550,247,717

Cost of Care (VA will reimburse Third Party Cost Sharing) (X) $3,535,894 $7,071,788 $10,607,682 $14,143,577

Total Cost of Care (Geogrpahically Eligible) (Y=S+X) $641,097,823 $1,282,195,647 $1,923,293,470 $2,564,391,293


image21.emf
Geographically Eligible Low Medium High Max 

FY2015 (Base Year) $641,097,823 $1,282,195,647 $1,923,293,470 $2,564,391,293

FY2016 (Increase 10%) $732,005,495 $1,464,010,989 $2,196,016,484 $2,661,838,163

FY2017 (Increase 10%) $836,609,080 $1,673,218,160 $2,509,827,240 $2,765,649,851

Total (Three Years) $2,209,712,398 $4,419,424,796 $6,629,137,194 $7,991,879,307
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Scenarios FY2015 FY2016 FY2017 Total

High 40-Mile and Low 30-Day $2,760,660,664 $2,953,373,021 $3,175,565,227 $8,889,598,912

High 40-Mile and Medium 30-Day $3,150,557,152 $3,256,907,437 $3,383,845,916 $9,791,310,504

High 40-Mile and High 30-Day $3,540,453,639 $3,560,441,853 $3,592,126,604 $10,693,022,096

Medium 40-Mile and Low 30-Day

$2,022,796,002 $2,110,879,151 $2,214,456,882 $6,348,132,035

Medium 40-Mile and Medium 30-Day

$2,412,692,490 $2,414,413,567 $2,422,737,571 $7,249,843,628

Medium 40-Mile and High 30-Day

$2,802,588,978 $2,717,947,982 $2,631,018,260 $8,151,555,220

Low 40-Mile and Low 30-Day

$1,284,931,341 $1,268,385,280 $1,253,348,538 $3,806,665,159

Low 40-Mile and Medium 30-Day

$1,674,827,829 $1,571,919,696 $1,461,629,227 $4,708,376,751

Low 40-Mile and High 30-Day

$2,064,724,316 $1,875,454,112 $1,669,909,916 $5,610,088,344

Maximum

$4,511,044,597 $4,301,552,150 $4,062,270,544 $12,874,867,291
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30-Day Third Party

FY2013 Collections from 30-day  $231,168,068

FY2013 Outpatient Visits (Used to 

estimate collection per visit) 8,964,434

Collection per Outpatient Visit  $27.49

Number of 30-Day Wait List Eligible  330,701

Number of EWL Eligible Veterans 5,219

% of Veterans Receiving VA Care in  84%

Estimated Impact Low Medium High Maximum

30-Day Wait List

Scenarios (% of Veterans Enacting 

the Choice Act) 35.0% 60.0% 85.0% 100%

# of enrollees Enacting Care Under  97,579 167,279 236,978 278,798

Estimated # of annual visits (12) 1,170,951 2,007,345 2,843,739 3,345,575

Sub-Total  $32,189,610 $55,182,188 $78,174,766 $91,970,313

Electronic Wait List

Scenarios (% of Veterans Enacting  40% 65% 90% 100%

# of enrollees Enacting Care Under  1,760 2,860 3,960 4,400

Estimated # of annual visits (12) 21,121 34,322 47,522 52,803

Sub-Total $580,620 $943,508 $1,306,396 $1,451,551

Estimated Impact Low Medium High Maximum

Total Third Party Collection Impact $32,770,230 $56,125,696 $79,481,162 $93,421,864
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Geographically Eligible Veterans Third Party

FY2013 Collections from 

geographically eligible Veterans $58,448,191

Total Veterans with Inpatient or 

Outpatient in FY2013 (Used to 

estimate collection per Veteran) 185,691

Average Collection per Veteran $335.55

Total Number of Eligible Veterans  318,641

% of Veterans Receiving VA Care in 

FY2013 58%

Estimated Impact Low  Medium High Maximum

Scenarios (% of Veterans Enacting 

the Choice Act) 25% 50% 75% 100%

# of enrollees 46,446 92,891 139,337 185,783

Third Party Collection Impact $15,584,648 $31,169,296 $46,753,943 $62,338,591
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