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Part V, Subpart iii, Chapter 1

Manual Rewrite Version 
	Attached is M21-1MR, Part V, Subpart iii, Chapter 1, “The Effect of Income and Net Worth on Pension and Parents’ Dependency and Indemnity Compensation (DIC).”

This new chapter incorporates the procedures for considering income and net worth when determining eligibility for VA’s income-based benefits programs. 

Chapter 1 consists of the following sections:

· Section A:  General Information on the Effect Income and Net Worth Have on Pension and Parents’ DIC

· Section B:  Social Security Administration (SSA) Benefits Program

· Section C:  Section 306 Pension and Old Law Pension

· Section D:  Parents’ DIC

· Section E:  Improved Pension – Basic Rate Determinations

· Section F:  Improved Pension – Dependents 

· Section G:  Improved Pension – Deductible Expenses

· Section H:  Improved Pension – Adjustments Based on Changes in Status

· Section I:  Improved Pension – Counting Specific Types of Income

· Section J:  Net Worth 

Notes:  

· “TBD” (to be determined) after a reference indicates that the referenced material is located in a part of M21-1MR that has not yet been published.

· In this chapter, the term “surviving child” refers to a child entitled to death pension in his/her own right, and the term “dependent child” refers to a child included on a veteran’s or surviving spouse’s award.  

· This new chapter reflects the use of Virtual VA at Pension Maintenance Centers.
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	Notable Changes Included in This Release
	The table below shows the notable changes that have been made to information that was previously in M21-1 and is included in this release.




	Location of the change
	Reason(s) for the change

	Section A.  General Information

	Part V, Subpart iii, Chapter 1, Section A, Topic 1, Block c (V.iii.1.A.1.c)
	To clarify award effective dates and payment dates for death pension claims received before December 10, 2004, and those received after December 9, 2004.

	V.iii.1.A.1.c (Note)
	To note that when the effective date of entitlement is the first day of the month of the veteran’s death, the initial year of entitlement begins on the date of the veteran’s death.

	V.iii.1.A.2.b (Important)
	To note that if the evidence clearly shows non-entitlement to a benefit, it is acceptable to deny the claim without further development.

	V.iii.1.A.4.d
	To state that if the Social Security (SS) rate reported by a beneficiary is no more than $1.00 lower than the SS rate in Share, a contemporaneous notice may be used to inform the beneficiary that the higher rate in Share was used to calculate income for VA purposes (IVAP). 

	V.iii.1.A.5.c (Note)
	To note that for Improved Pension purposes, the “same” calendar year is the year in which the initial year ends, and the “next” calendar year is the year after that.

	V.iii.1.A.5.k (Note)
	To note that for Improved Pension claims, the time limit to establish entitlement for the following 12-month period is shorter than the time limit to establish entitlement for the initial year.

	V.iii.1.A.5.l 
	To provide guidance in determining time limits and payment dates for the initial year and the following 12-month period of entitlement.

	V.iii.1.A.8.a
	To discuss how a surviving spouse may be entitled to the veteran’s rate for the veteran’s month of death.
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	Notable Changes Included in This Release (continued)


	Location of the change
	Reason(s) for the change

	Section B.  SSA Benefits Program

	V.iii.1.B.9.l
	To explain when VA may assume that a surviving spouse received the lump sum SS death benefit.  

	Section C.  Section 306 and Old Law Pension  

	V.iii.1.C.19.c
	To delete the reference to sending a copy of the apportionment award to VA Central Office, as this practice is no longer required.

	Section E.  Improved Pension – Basic Rate Determinations 

	V.iii.1.E.31.h
	To reflect that a child is entitled to Improved Pension in his/her own right if

· the child is not in the custody of an eligible surviving spouse, and

· the child’s IVAP does not exceed the maximum annual pension rate (MAPR).  

	V.iii.1.E.33.n
	To state that in death pension cases received within one year after the veteran’s death, income received between the first day of the month of the veteran’s death and the date of the veteran’s death should not be counted.

	V.iii.1.E.34.a
	To state that in death pension claims received within one year after the veteran’s death, the initial period of entitlement extends from the date of the veteran’s death through the end of the month that is 12 months from that date.

	V.iii.1.E.34.c (Important)
	To note that in death pension cases received within one year after a veteran’s death, unreimbursed medical expenses paid by the surviving spouse between the first day of the month of the veteran’s death and the date of the veteran’s death may not be deducted as medical expenses.  However, the expenses may be deducted as final expenses, if they are related to the veteran’s last illness.
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	Notable Changes Included in This Release (continued)


	Location of the change
	Reason(s) for the change

	Section F.  Improved Pension – Dependents

	V.iii.1.F.37.d and e
	To reflect that if a child does not live with the surviving spouse and is not in the custody of the surviving spouse, the child is not considered a dependent of the surviving spouse for Improved Pension purposes. 

	Section G.  Improved Pension – Deductible Expenses 

	V.iii.1.G.42.c
	To add nonprescription drugs to the list of common allowable medical expenses.

	V.iii.1.G.43.b (Note)
	To note that verification of nursing home fees is not required if this would duplicate information already of record.

	V.iii.1.G.43.c
	To  add certified nursing assistants to the non-inclusive list of licensed health professionals.

	V.iii.1.G.43.d (Note)
	To note that expenses paid to an in-home attendant during the calendar-year in which a beneficiary is determined to be in need of Aid and Attendance (A&A) should be allowed.  

	V.iii.1.G.43.e
	To state that all expenses paid to licensed or non-licensed in-home attendants may be allowed if a physician certifies the disabled person requires the level of care the attendant provides.

	V.iii.1.G.43.g
	To show long-term care premiums as an allowable medical expense. 

	V.iii.1.G.43.i
	To state that unreimbursed fees paid for custodial care, including care provided by an assisted living facility, may be allowed if

· the disabled person is rated as entitled to A&A or Housebound, or

· a physician certifies the person needs the level of care the facility provides.
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	Notable Changes Included in This Release (continued)


	Location of the change
	Reason(s) for the change

	V.iii.1.G.43.j
	To set a limit of $500 per household member per calendar year for requiring proof that a physician instructed an individual to use vitamins, food supplements, or herbal remedies.

	V.iii.1.G.43.l
	To state that the Medicare Part B premium should be allowed as a continuing medical expense, without a claim from the beneficiary, when the beneficiary pays the premium him/herself.

	V.iii.1.G.43.m
	To state that VA may allow certain fees paid to an adult daycare center or similar facility if a physician certifies the disabled person requires the level of care the facility provides.

	V.iii.1.G.44.b
	To state that when EVR periods overlap, the day, month, and year must be shown on VA Form 21-8416, Medical Expense Report, or equivalent, for the initial month of entitlement, and the month and year for the other months in the overlapping period.

	V.iii.1.G.44.d (Note)
	To clarify that the amount of medical expenses allowed on a claim should not be an arbitrary amount.

	V.iii.1.G.45.b
	To indicate that provider proof for nursing home expenses may consist of telephone contact with the nursing home, documented on VA Form 119, Report of Contact.

	V.iii.1.G.45.d
	To state that if the claims file/Virtual VA already contains provider proof that “zeroes out” income, development for provider proof is not required.

	V.iii.1.G.45.n
	To indicate that photocopies of canceled checks may be used to document provider proof.

	V.iii.1.G.47.a 
	To state that in general, final expenses are deducted during the eligibility verification report (EVR) period (or initial period) during which they are paid, and to explain the exceptions to this general rule.

	V.iii.1.G.48.a (Note)
	To note that a course of education or rehabilitation need not be approved for VA educational benefits for the expenses to be deducted from IVAP.
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	Notable Changes Included in This Release (continued)


	Location of the change
	Reason(s) for the change

	Section H.  Improved Pension – Adjustments Based on Changes in Status  

	V.iii.1.H.53.f
	To provide an example of adjusting an award when medical expenses are projected to increase, and the cost-of-living adjustment (COLA) causes the rate to decrease. 

	Section I.  Improved Pension – Counting Specific Types of Income 

	V.iii.1.I.56.a (Note)
	To note that life insurance proceeds received after December 9, 2004, because of the death of a veteran, do not count as IVAP.

	V.iii.1.I.58.c
	To state that income from Veterans Health Administration’s work restoration programs, such as Compensated Work Therapy, does not count as IVAP.

	V.iii.1.I.58.m
	To state that funds received from a reverse mortgage do not count as IVAP.

	V.iii.1.I.58.v
	To state that the only income from a cashed-in savings bond that counts as IVAP is the amount of interest that is over the face value of the bond.

	V.iii.1.I.66
	To add tables that show

· the payments included or excluded by Federal statutes in calculating income and/or net worth for all VA income-based benefits, and

· the payments excluded by Federal statutes in calculating income and/or net worth for Improved Pension and Parents’ DIC only.
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	Notable Changes Included in This Release (continued)


	Location of the change
	Reason(s) for the change

	Section J.  Net Worth

	V.iii.1.J.68.b and 69.a
	To indicate that VA Form 21-8049, Request for Details of Expenses, should be used to obtain information about a veteran’s financial status when developing for net worth.

	V.iii.1.J.68.d
	To state that if the net worth of a dependent child is excessive, the child and his/her income should be removed from the award, regardless of whether this action results in a higher rate of pension.

	V.iii.1.J.70.a (Note)
	To note that in general, the older an individual is, the smaller estate the individual needs to meet his/her financial needs.


	Rescissions
	M21-1, Part IV, Chapter 16


	Authority
	By direction of the Under Secretary for Benefits


	Signature
	Bradley G. Mayes, Director

Compensation and Pension Service


	Distribution
	Distribution:  RPC:  2068

FD:  
          EX:  ASO and AR (included in RPC 2068)
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