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CHAPTER 7.  REQUESTS FOR INCOME AND NET WORTH EVIDENCE





7.01  OVERVIEW (38 CFR 3.3 and 38 CFR 3.25)





	a.  Programs Affected.  Eligibility for VA nonservice-connected pension benefits and parents' Dependency and Indemnity Compensation (DIC) is contingent on (among other things) the claimant's income.  The claimant's net worth is a factor in determining eligibility for Section 306 and Improved pension.  Net worth is not a factor in Old Law pension and parents' DIC cases.





	b.  Effect of Income/Net Worth on Benefit Eligibility





	(1)  Income.  A claim for an income-based benefit must be denied if countable income exceeds the applicable income limit.  Income limits are in appendix B.  In Improved pension cases, the level of countable income determines the rate of VA benefits that can be paid.  The higher the claimant's countable income, the lower the rate of VA benefits payable.





	(2)  Net Worth.  If net worth is a factor for the benefit claimed, consider if it is reasonable, under all the circumstances, for the claimant to consume some of his or her estate for maintenance.  If a formal finding determines that the claimant's net worth should be consumed for maintenance, disallow the pension claim.  The underlying theory is that pension entitlement is based on need and that need does not exist if a claimant's estate is of such size that the claimant could use it for living expenses.





	c.  Improved Pension and Former (Protected) Pension Programs





	(1)  VA currently pays three types of pension—Improved pension (Public Law 95-588), Section 306 pension (Public Law 86-211) and Old Law pension.  A person filing a new claim for pension benefits must qualify under the Improved pension program.  If Improved pension eligibility cannot be established, disallow the claim.





	(2)  The Section 306 and Old Law pension programs are said to be "protected."  Eligibility for these pension programs is restricted to beneficiaries who were continuously entitled to receive benefits from the dates the programs were phased out until the present.  The last date eligibility could be established for Old Law pension was June 30, 1960.  The last date eligibility could be established for Section 306 pension was December 31, 1978.





	(3)  In general, Section 306 and Old Law beneficiaries continue to receive the rates to which they were entitled on their respective phase-out dates.  Section 306 and Old Law pensioners do not get cost-of-living increases and their rates cannot be increased because of reductions in income, added dependents, etc.  The rate can be reduced under certain circumstances such as when a dependent is lost.





	(4)  As long as a Section 306 or Old Law pensioner's income does not exceed the income limitations, pension can be paid at the protected rate.  If a Section 306 or Old Law beneficiary's income exceeds the income limit for any year, protection is lost and future pension eligibility must be established under the Improved pension program.





	(5)  Although Section 306 and Old Law beneficiaries do not get cost-of-living increases, the income limit for Section 306 and Old Law eligibility is increased each year by the cost-of-living factor (see app. B).  Therefore, a protected pensioner should not lose entitlement solely because of cost-of-living increases in benefits such as Social Security.





	(6)  If a Section 306 or Old Law beneficiary wants to get a higher rate of pension, the beneficiary must elect to receive Improved pension.  The reason many beneficiaries do not elect Improved pension is that there are fewer income exclusions under the Improved pension program.  Therefore, if the beneficiary receives a type of income that is countable for Improved pension purposes but not countable for Section 306 pension (such as a spouse's wages), the beneficiary is probably better off continuing to receive the protected Section 306 rate.





	(7)  Since two of the three VA pension programs are protected, income development in connection with original and reopened claims should involve only two programs—Improved pension and parents' DIC.  Most of  this chapter addresses the development of Improved pension and parents' DIC claims.





	(8)  Development of Section 306 and Old Law pension income should be necessary only to determine continued entitlement to protected benefits.  Usually this will occur in connection with the Eligibility Verification Report (EVR) program.  Part IV, chapter 16, provides income counting and net worth procedures for all three pension programs and parents' DIC.  Subchapter II deals specifically with Section 306 and Old law pension.  Part IV, chapter 29 describes the EVR program.





	d.  Information Needed.  VA income-counting rules are complicated.  Some income is counted and some is not.  Some income is counted at the rate of 90 cents on the dollar.  Although extensive knowledge of VA income-counting rules is useful in developing income-dependent cases, it is not essential.  Veterans Service Representatives (VSRs) should be able to determine benefit eligibility if development elicits the following information:





	(1)  The source of the claimant's income, e.g., Social Security, wages, unemployment compensation.





	(2)  The amount of income received by the claimant.





	(3)  When the income was received.





	(a)  For one-time income this will be the specific date that the payment was actually received by the claimant.  Example:  "The claimant inherited $5,000 on September 29, 1989."





	(b)  For recurring income it will be the frequency of payment (monthly, weekly, etc.), the date the payments started and, if applicable, the date the last payment was received.  Example:  "The claimant receives Social Security of $300 per month.  The first check was received on February 3, 1990."





	(c)  For irregular type income such as earnings from occasional employment or interest on a savings account, it will be the period of time during which the income was received.  Example:  "The claimant received interest income of $100 during the period March 1, 1989 to March 1, 1990."





	e.  Income Reporting Periods





	(1)  Parents' DIC.  Income for parents' DIC purposes is computed and reported on a calendar-year basis.  In other words, benefit entitlement is based on income received between January 1 and December 31 of any given year.  When developing an original or reopened claim, request information from date of entitlement through December 31 of the year during which entitlement arose.  Also request income for the next calendar year.





	(2)  Section 306 and Old Law Pension.  Income for these programs is computed on a calendar-year basis.  Since there will be no new claims for Section 306 or Old Law pension, the issue is always the amount of income received from January 1 through December 31 of the current year and the amount of income expected during the next calendar year.





	(3)  Improved Pension.  Improved pension income is based on 12-month annualization periods.  After the initial year, income counting periods for irregular income and medical expenses coincide with the calendar year.  Income is reported on a calendar year basis.


 


	(a)  Original and Reopened Claims.  The initial annualization period extends from the date of pension entitlement through the end of the month which is 12 months from the month during which entitlement arose.  For example, if the date of entitlement is October 28, 1988, the initial annualization period extends from October�
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28, 1988, through October 31, 1989.  See Part IV, paragraph 16.23i.  Also see Part IV, paragraph 16.23c(5) concerning overlapping income counting periods.





	(b)  Running Awards.  The income reporting period for all years after the initial year of an original or reopened award is based on the calendar year.





	f.  Income Information Received by Telephone, E-Mail or Fax.  In order to make it easier for a claimant or beneficiary to submit information which is needed to process a claim, and to help reduce the amount of overpayment created, changes in income or net worth affecting entitlement to benefits do not have to be submitted in writing.  Where a statement is required from a claimant or beneficiary regarding changes in income or net worth, it may be received by telephone, e-mail or fax, in addition to written correspondence.  See chapter 11, subchapter III.  VA may increase or decrease benefit payments based on information submitted orally, or by e-mail, fax or other means of communication in common usage in society. 





	


	(1) Specific telephone contact procedures shown in paragraph 11.18a must be followed on all oral communications to permit concurrent due process and avoid predetermination on due process (38 CFR 3.217b)





	(2)  VA will retroactively restore benefits that were reduced, terminated or otherwise adversely affected based on oral information or statements if, within 30 days of the date that the notice of adverse action is issued, the beneficiary or his or her fiduciary asserts that the adverse action was based upon information or statements that were inaccurate or upon information that was not provided by the beneficiary or his or her fiduciary. (38 CFR 3.103(b)(4))


	


7.02  INCOME DEVELOPMENT FORMS





	a.  Applications





	(1)  Original applications for Improved pension and parents' DIC must be filed on the following forms:





	(a)  Disability pension—VA Form 21-526, “Veteran's Application for Compensation or Pension.”





	(b)  Death pension—VA Form 21-534, “Application for Dependency and Indemnity Compensation or Death Pension by Spouse or Child.”





	(c)  Parents' DIC—VA Form 21-535, “Application for Dependency and Indemnity Compensation by Parents.”





	(2)  VA Form 21-527, “Income-Net Worth and Employment Statement,” can be used to reopen a disability pension claim if a VA Form 21-526 was previously filed.





	(3)  The applications described above request income and (if applicable) net worth information.  However, it is often necessary to clarify or supplement income and net worth information furnished on the application or to request income or net worth information in connection with a reopened or supplemental claim.  A variety of income development forms are provided for this purpose.  These forms are called "Eligibility Verification Reports" and are very similar to the computer-generated EVRs that are sent to all pension and parents' DIC beneficiaries each year.  See part IV, chapter 29.





	b.  Basic Income/Net Worth Development (EVRs)





	(1)  Use one of the following EVR forms to develop basic income/net worth information after an original application has been filed.
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	(a)	VA Form 21-0511S-1, “Old Law Eligibility Verification Report (Surviving Spouse).”


	


	(b)	VA Form 21-0511V-1, “Old Law Eligibility Verification Report (Veteran).”





	(c)	VA Form 21-0512S-1, “Section 306 Eligibility Verification Report (Surviving Spouse).”





	(d)	VA Form 21-0512V-1, “Section 306 Eligibility Verification Report (Veteran).”





	(e)	VA Form 21-0513-1, “Old Law and Section 306 Eligibility Verification Report (Children Only).”





	(f)	VA Form 21-0514-1, “DIC Parent's Eligibility Verification Report.”





	(g)	VA Form 21-0515-1, “Improved Pension Eligibility Verification Report (Veteran with No Dependents).”





	(h)	VA Form 21-0516-1, “Improved Pension Eligibility Verification Report (Veteran with Spouse).”





	(i)	VA Form 21-0517-1, “Improved Pension Eligibility Verification Report (Veteran with Children).”





	(j)	VA Form 21-0518-1, “Improved Pension Eligibility Verification Report (Surviving Spouse with No Children).”





	(k)	VA Form 21-0519-1, “Improved Pension Eligibility Verification Report (Surviving Spouse and/or Children).”





	(2)	If there is uncertainty as to whether or not an Improved pension claimant has dependents, use the most inclusive form, i.e., VA Form 21-0517-1 in a disability pension case and VA Form 21-0519-1 in a death pension case.





	(3)	Write the veteran's file number on any forms released by the regional office.





	(4)	If an Improved pension EVR form (VA Forms 21-0515-1 through 21-0519-1) is released from a regional office, write the "from/thru" dates in Section 5B.















































7-4


 �
	(a)  The "from" date is the date of pension entitlement (if known).  If the date of pension entitlement is not known, write in the current date.  The "thru" date is 12 months from the end of the month of the "from" date.  For example, if a surviving spouse's entitlement will be based on date of claim and the date of claim is October 28, 1988, write in "10/28/88" as the "from" date and "10/31/89" as the "to" date.





	(b)  Space is provided for two "from/thru" dates.  Unless development covers a period more than 6 months in the past, line through one of the "from/thru" blocks.  If development does cover a period more than 6 months in the past, enter dates in both blocks.  The dates in the "from/thru" blocks on the right-hand side of the form will be for the 12-month period starting the day after the "thru" date in the left-hand block.





	Example:  If the date of entitlement is October 28, 1988, and the form is being dispatched on August 7, 1989 (more than 6 months later), write in 10/28/88 and 10/31/89 as the "from/thru" dates in the left-hand blocks and 11/1/89 and 10/31/90 as the "from/thru" dates in the right-hand blocks.





	(5)  If an EVR form is sent to a beneficiary, enclose VA Form 21-0510, Eligibility Verification Report Instructions.





	(6)  The EVR forms can also be released via the Target 203 Screen.  The fields at the top of the 203 Screen can be used to select the correct form.  Since it is obviously impossible to write in the "from/thru" dates on Improved pension EVR forms requested via Target, fields are provided on the 203 Screen to furnish the dates covered by the income report.  These dates will then appear on the Target-generated cover letter which transmits the form to the claimant.





	c.  Specialized Income Development Forms.  A number of forms are available for developing specific types of income.





	(1)  VA Form 21-4103, Information from Remarried Widow/er.  This form can be used to develop the income and net worth of a veteran's children if a surviving spouse remarries.  It can be sent via the 4103 field on the Target 204 Screen.





	(2) VA Form 21-4165, Pension Claim Questionnaire for Farm Income.  Use this form if the beneficiary reports farm income.  It can be sent via the FARMING/INCOME field on the Target 203 Screen.





	(3)  VA Form 21-4185, Report of Income from Property or Business.  Use this form if the claimant reports income from a business other than farming or reports rental income.  It can be sent via the BUSINESS/RENTAL field on the Target 203 Screen.





	(4) VA Form 21-4192, Request for Employment Information in Connection with Claim for Disability Benefits.  This form can be sent to a veteran's former employer to develop the date the veteran last worked as well as information about final wages and any retirement or other benefits to which the veteran might be entitled.  See paragraph 7.04b.





7.03  SOCIAL SECURITY NUMBERS (38 CFR 3.216)





	a.  General.  Disclosure of a claimant's Social Security number is mandatory �
as a condition of receiving or continuing to receive any compensation or pension benefit.  Disclosure of a dependent's Social Security number is also mandatory (see 38 CFR 3.216).  Accurate information concerning Social Security numbers is essential because it enables VA to conduct data exchanges with other agencies.  These data exchanges provide important information (such as verified Social Security amounts) and help minimize overpayments.





	b.  Development for Social Security Number.  The REQ FOR SS NUMBER MANDATORY field on the Target 209 Screen can be used to develop for a claimant's or dependent's Social Security number.  If development is done by form or locally generated letter, advise the claimant or beneficiary that disclosure is mandatory and that failure to furnish the requested Social Security number will result in disallowance of the claim or termination of an award.  Be sure to follow due process procedures.





	c.  Social Security Numbers of Children.  Social Security numbers must be furnished for all children who are 2 years of age or older, regardless of whether the child is the claimant or a dependent.  A Social Security number does not have to be furnished for a child under the age of 2 on the date the claim is received by VA.  If the claimant or beneficiary does not furnish the Social Security number for a dependent child as requested, disallow or remove the additional pension for the child unless the evidence shows that the child's income would make the family income excessive or reduce the rate of pension payable.  If a child's income would result in a reduction or termination of benefits, continue to consider the child as established for pension purposes.





	d.  Nonresident Aliens.  A claimant or dependent (2 years of age or older) who has a Social Security number must always disclose it.  Many nonresident aliens do not have Social Security numbers.  Benefits can be paid without the claimant's or dependent's Social Security number if all the following are shown:





	(1)  That the person is not a United States citizen.





	(2)  That the person resides outside the United States, the Commonwealth of Puerto Rico, the Virgin Islands, American Samoa or the Northern Marianas.





	(3)  That the person does not have a Social Security number.





	e.  Claimant or Dependent Without Social Security Number





	(1)  Claimant or Spouse.  If a claimant (other than a nonresident alien) reports that the claimant or the claimant's spouse does not have a Social Security number, tell the claimant to furnish a statement from the Social Security Administration (SSA) stating that no Social Security number has been assigned for the named individual.  Advise the claimant that failure to furnish a Social Security number or a statement from the SSA will result in disallowance of the claim.





NOTE:  If the claimant or spouse is a nonresident alien as described in subparagraph d above, a statement from the Social Security Administration is not required.





	(2)  Child of Claimant.  If a claimant reports that a child has not been assigned a Social Security number, accept the claimant's certified statement.�
7.04  CLAIM FILED WITHIN 90 DAYS OF TERMINATED EMPLOYMENT





	a.  If a disability pension claim is filed within 90 days of the date a veteran's employment terminated and it appears that the veteran may have been entitled to severance pay, accumulated leave pay, etc., ask the former employer to furnish information as to the amount and date of such payment.  Use VA Form 21-4192, Request for Employment Information in Connection with Claim for Disability Benefits, for this purpose.





	b.  VA Form 21-4192 can be transmitted via the 4192 FROM EMPLOYER field on the Target 208 Screen.  The Target letter is addressed to the former employer.  Enter the veteran's name and Social Security number on the 208 Screen to assist the former employer in identifying the veteran.





	c.  If the former employer does not respond, send the form to the veteran and ask the veteran to have the employer complete the form.





7.05  DEVELOPMENT OF SPECIFIC TYPES OF INCOME





	a.  General.  When it is necessary to develop information about recurring monthly benefits such as Social Security, authorization will usually need to know the following:





	(1)  The gross amount of the recurring monthly benefit.





	(2)  The date the first check was received.





	(3)  The date and amount of any retroactive payment received.





	(4)  The dates of any changes in the monthly rate of benefits.





Since Target development letters do not request all this information, it may be necessary to use a local letter.  Do not use Target letters unless they specifically request all information needed to resolve the issue.





	b.  Railroad Retirement Benefits.  See paragraph 9.13 if it is necessary to request information about a claimant's Railroad Retirement income.  Railroad Retirement income for pension and parents' DIC beneficiaries can be verified via the annual computer match with the Railroad Retirement Board (pt. IV, ch. 31).





	c.  Information from Income Tax Returns.  See paragraph 9.16.





	d.  Social Security





	(1)  The SS AWARD LETTER field on the Target 203 Screen can be used to request a copy of the claimant's latest Social Security award or disallowance letter.  The Target letter tells the claimant to submit a statement from the SSA if an award or disallowance letter is not available. 





	(2)  It is also possible to obtain information about Social Security benefits directly from the SSA by using a third party query (TPQY).  See paragraph 9.01e.�
	e.  Retirement or Annuity Income.  The RET/ANNUITY LETTER field on the Target 203 Screen may be used to request a copy of the claimant's latest retirement or annuity award letter.  The paragraph tells the claimant, if an award letter is not available, to have a statement sent by the source of the retirement or annuity showing the benefit rate and effective date.





	f.  Severance Pay and Accrued Wages.  The ACCRUED WAGES field on the Target 203 Screen can be used to ask the claimant to indicate whether or not severance pay, accrued wages or vacation pay will be received and, if so, the amount.  If the claimant is a veteran and it is necessary to verify this information with the former employer, send the employer VA Form 21-4192.  See paragraph 7.04.





	g.  Workmen's Compensation or Unemployment Compensation.  Use can be made of the SICK/WORKER-UNEMPLOY COMP field on the Target 203 Screen to ask the claimant to furnish information about workmen's compensation, unemployment compensation or sick benefits.





	h.  Life Insurance.  The 8049-INSURANCE field on the Target 203 Screen can be used to send the beneficiary VA Form 21-8049 and request the amount and date of receipt of life insurance payments.





	i.  Farm Income.  See paragraph 7.02c(2).





	j.  Business or Rental Income.  See paragraph 7.02c(3).





7.06  DEVELOPMENT OF MEDICAL EXPENSES (38 CFR 3.262 and 38 CFR 3.272)





	a.  General.  It is sometimes possible to reduce the claimant's income for VA purposes (thereby increasing the rate of Improved pension or parents' DIC) by deducting unreimbursed medical expenses paid by the claimant.  See 38 CFR 3.272(g) for Improved pension and 38 CFR 3.362(l) for parents' DIC and Section 306 pension.





	b.  Deductibles.  Unreimbursed medical expenses are not deducted from a claimant's income on a dollar-for-dollar basis.





	(1)  Improved Pension.  Only unreimbursed medical expenses which exceed 5 percent of the applicable maximum annual pension rate (excluding any increase because of A&A or housebound entitlement) are deductible.  Maximum annual pension rates are in appendix B.





	Example:  The maximum annual pension rate for a veteran without dependents effective December 1, 1988, is $6,463.  The veteran must have medical expenses in excess of $323 ($6,463 X .05) to have any effect on the rate of pension.





	(2)  Section 306 Pension and Parents' DIC.  Only those expenses which exceed 5 percent of the claimant's reported annual income are deductible.  If reported annual income is $4,000, the claimant must have medical expenses of at least $200 in order for them to have any effect on the rate of benefits.





	c.  Section 306 Pension.  As indicated in paragraph 7.01c, beneficiaries receiving Section 306 pension cannot get a rate increase by reporting changes in income.  The only time medical expenses will be relevant to a 306 pension case is if income would otherwise exceed the income limit in appendix B.  Medical expenses can�
 be used to enable a 306 pensioner to continue to receive the protected rate where income would otherwise cause the award to be stopped for excessive income.





	d.  Medical Expenses Allowed After the Fact.  If a claimant has a continuing high level of unreimbursed medical expenses, e.g., a nursing home patient, it may be possible to allow a medical expense deduction on a continuing basis.  In most instances the medical expense deduction is allowed after the fact.  It is not usually necessary to develop medical expenses in connection with an original or reopened claim.  Most medical expense development is done in connection with the EVR program.  See part IV, chapter 29.





	e.  Allowable Medical Expenses.  Addendum A to part IV, chapter 16, contains a list of allowable medical expenses.  This list is not all inclusive.  All expenses directly related to medical care are potentially deductible.





	(1)  Nursing Home Fees.  A deduction can be allowed for unreimbursed nursing home fees paid by the claimant.  If nursing home fees are claimed, develop for the following:





	(a)  A statement signed by a responsible official of the nursing home indicating that the disabled person is a patient (as opposed to a resident) of the nursing home. 





	(b)  A statement from a responsible official of the nursing home furnishing the claimant's anticipated monthly nursing home expenses with a breakdown of how these expenses will be paid, i.e., how much will be paid by the claimant, how much by Medicaid, how much by insurance, etc.





NOTE:  The development letter to the nursing home should ask for information about any expected future changes in the amount of the patient's nursing home fees or the source of payment.





	(c)  A statement from the claimant as to the actual amount he or she is paying out of his or her own funds. 





	(2)  In-Home Attendants  





	(a)  A medical expense deduction can be allowed for payment of the wages of an in-home attendant caring for a disabled person.  If the disabled person has been rated housebound or in need of A&A by VA, a deduction is permitted even though the attendant is not a licensed health professional.  If the disabled person is not rated housebound or in need of A&A by VA, a deduction is permitted only if the attendant is a licensed health professional.  See part IV, paragraph 16.31b(2). 





	(b)  A deduction for the wages of an in-home attendant can be allowed only if the attendant is actually being paid to care for the disabled person.  This means that the disabled person is reporting the wages paid the attendant to the Internal Revenue Service on form W-2.  No deduction is permitted if the attendant provides free services.





	(c)  A deduction may be made for wages paid an in-home attendant who is a member of the disabled person's family as long as the disabled person is actually paying the attendant and the other requirements of part IV, paragraph 16.31b(2) are met.�
  If there is any question as to whether or not in-home attendant fees are actually being paid, ask the claimant to furnish documentary evidence such as a copy of the attendant's W-2 form.





	(3)  Insurance.  Premiums paid by the claimant for health or hospitalization insurance, e.g., the Social Security Medicare deduction, are allowable medical expenses.  Premiums paid for life insurance or burial insurance are not allowable medical expenses.





	(4)  Nonprescription Drugs.  If a physician directs a claimant to take 


nonprescription drugs, the cost of such drugs is an allowable medical expense deduction.  It is not necessary to develop for proof that a physician instructed the claimant to purchase nonprescription drugs unless the amount claimed appears excessive.





	f.  Development





	(1)  If development for medical expenses is needed, use VA Form 21-8416, Request for Information concerning Medical, Legal, or Other Expenses.





	(2)  In some cases, particularly those involving nursing home fees, additional development may be necessary to determine if the claimant will be reimbursed for some of the medical expenses (only unreimbursed medical expenses can be allowed).  Use VA Form 21-4138 to obtain the beneficiary's statement as to the level of unreimbursed medical expenses.





	(3)  The following information must be of record before medical expenses can be allowed:





	(a)  The amount paid by the claimant for which the claimant will not be reimbursed.





	(b)  The date (month and year) the expense was paid.  For Medicare or other medical insurance premiums and for continuing medical expenses, the claimant must indicate whether payments are made monthly, quarterly, etc.





	(c)  The name of the health care provider, pharmacy or insurer to whom payment was made.





	(d)  The illness or condition for which the payment was made (if the payment was for the claimant), or the relationship to the claimant of the person for whom the payment was made (if the payment was for someone other than the claimant).





	(4)  The FAMILY MED EXPENSE field on the Target 203 Screen can be used to send VA Form 21-8416.  Enter the dates for which medical expenses are needed on the 203 Screen.  Usually these dates will be the same as the dates of the applicable EVR reporting period.  The EVR reporting period will always be January 1 through December 31 in a parents' DIC or Section 306 pension case.  See paragraph 7.01e(3) to determine the EVR reporting period in an Improved pension case.





7.07  DEVELOPMENT OF FINAL EXPENSES (38 CFR 3.262 and 38 CFR 3.272)





	a.  General.  It is possible to reduce a claimant's income for VA purposes �
(thus increasing the rate payable) by deducting amounts paid for certain funeral and other expenses.  A deduction is allowed only for expenses actually paid by the claimant for which he or she will not be reimbursed.  Final expenses are a factor in Improved pension, parents' DIC and Section 306 claims.  The authority is 38 CFR 3.272(h) for Improved pension, 38 CFR 3.262(o) for parents' DIC and 38 CFR 3.262(n) for Section 306.





	(1)  Amounts paid by a veteran for the expenses of last illness and burial of the veteran's deceased spouse or child can be allowed as final expenses in an Improved pension disability claim.





	(2)  The following final expenses can be allowed in an Improved pension death claim:





	(a)  Amounts paid by a surviving spouse for expenses of the veteran's last illness (even if paid before the veteran's death), burial expenses and just debts.





	(b)  Amounts paid by a surviving spouse for the expenses of the last illness and burial of the veteran's child.





	(c)  Amounts paid by a child after the veteran's death for the expenses of the veteran's last illness, burial and just debts.





	(3)  The following final expenses can be allowed in a parents' DIC claim:





	(a)  Amounts paid by a parent for the deceased veteran's last illness and burial.





	(b)  Amounts paid by a parent for his or her spouse's last illness, burial and just debts.





	(4)  Final expenses are a factor in a Section 306 case only if a veteran has paid expenses of last illness and burial of a deceased child or spouse, or a surviving spouse has paid expenses of last illness and burial of the veteran's child and the deduction is necessary to keep the beneficiary's income within the applicable income limit.  See paragraph 7.01c.





	b.  Expenses of Last Illness.  "Last illness" means the period from the onset of the acute attack causing death up to the date of death.  If death resulted from a lingering or prolonged illness instead of an acute attack, the period of last illness is considered to have begun at the time the person became so ill as to require the regular and daily attendance of another person.  Expenses which have been reported to VA as unreimbursed medical expenses cannot also be claimed as expenses of last illness.





	c.  Burial Expenses.  "Burial expenses" include all normal expenses incident to disposition of the remains of deceased persons.  If an expense is allowable for purposes of paying VA burial benefits (see ch. 13), it may be considered a burial expense for purposes of the final expense deduction.





	d.  Just Debts.  A "just debt" is generally any debt that would be recognized by a probate court, i.e., legally enforceable and not fraudulent.  The only debts that can be deducted are the debts of a veteran when paid by the veteran's surviving spouse or child and the debts of a DIC parent when paid by his or her surviving�
 spouse.  No deduction is allowed when a surviving spouse or surviving parent pays debts which were incurred jointly with the deceased person for the purchase of real or personal property including a jointly incurred charge card debt.





	EXAMPLE:  A surviving spouse claims a deduction for payment of just debts of the veteran.  Development reveals that the spouse has been making payment on a car note.  The veteran and surviving spouse were joint obligors on the note.  Payments on the car note are not deductible as just debts of the veteran because the debt was jointly incurred by the survivor and the veteran for the purchase of real or 


personal property (the car). No further development of the claimed expense is necessary.





	e.  Final Expense Development.  The death pension application form, VA Form 21-534, provides space for reporting final expenses.  Use Section VI of VA Form 21-8049, Request for Details of Expenses, for development of final expenses.  The 8049-LAST EXPENSES field on the Target 203 Screen can be used to transmit the VA Form 21-8049 with an appropriate cover letter.





7.08  DEVELOPMENT OF EDUCATIONAL EXPENSES (38 CFR 3.272)





	a.  Veteran or Surviving Spouse Payees (38 CFR 3.272(i))





	(1)  The educational expense deduction applies only in Improved pension cases.  A veteran's or surviving spouse's income for VA purposes may be reduced by amounts paid for tuition, fees, books and necessary materials.  If the veteran or surviving spouse is found to be in need of regular A&A, an additional deduction is allowed for transportation expenses which are related to school attendance and which exceed the reasonable amounts which would have been incurred by a nondisabled person.





	(2)  The educational expense deduction is allowed after the fact.  Improved pension EVR's provide space for reporting educational expenses.  Use VA Form 21-4138 if followup development is needed.





	b.  Children (38 CFR 3.272(j)(2))





	(1)  The educational expense deduction for children applies only in Improved pension cases.  The deduction applies both where the child is the payee and where the child is a dependent on a veteran's or surviving spouse's claim.





	(2)  The exclusion applies only to reduce the child's earned income.  If the child has only unearned income, this deduction does not apply.





	(3)  The child must be pursuing a course of post-secondary (after high school) education or training to take advantage of this deduction.





	(4)  Deductible expenses include amounts paid for tuition, fees, books and materials.





	(5)  Use VA Form 21-4138 to develop a child's post-secondary education expenses.  Do not develop these expenses unless a child's earned income exceeds the amount which can be deducted under 38 CFR 3.272(j)(1).  The current amount of the 38 CFR 3.272(j)(1) deduction can be found in the Improved pension rate charts in appendix B.�






7.09  DEVELOPMENT OF CHILD HARDSHIP EXCLUSION (38 CFR 3.272(m))





	a.  General.  This exclusion applies only in Improved pension cases where a veteran or surviving spouse has a dependent child with countable income which is available to the veteran or surviving spouse.  If it is determined that counting the child's income would cause hardship, it is possible to exclude some or all of the child's income.  The authority is 38 CFR 3.272(m).  The exclusion does not apply if the child is the beneficiary.





	b.  Hardship Defined.  "Hardship" exists when expenses necessary for reasonable family maintenance exceed the sum of countable annual income plus VA pension entitlement (38 CFR 3.23(d)(6)).





	c.  Hardship Development.  Authorization determines whether or not hardship exists.  If a claim is received for exclusion of a child's income, send the claimant VA Form 21-0571, Application for Exclusion of Children's Income.  Do not develop hardship if the child's income is not available to the veteran or surviving spouse or if the child's income is otherwise excludable under 38 CFR 3.272(j).  VA Form 21-0571 can be used to develop both availability of child income and the hardship exclusion.





7.10  NET WORTH DEVELOPMENT (38 CFR 3.263 and 38 CFR 3.275)





	a.  Applicability.  Net worth is an issue in Section 306 and Improved pension claims.  Net worth is not a factor in an Old Law pension or parents' DIC claim.





	b.  Underlying Theory.  The basic issue in evaluating net worth is whether or not the claimant's financial resources are sufficient to meet his or her basic needs without assistance from VA.  The pension program is intended to afford beneficiaries a minimum level of financial security.  It is not intended to protect substantial assets or build up the beneficiary's estate for the benefit of heirs.  If a claimant's assets are sufficiently large that the claimant could use these assets to pay living expenses for a reasonable period of time, net worth is excessive.





	c.  "Net Worth" Defined.  "Net worth" or "corpus of estate" means the market value, less mortgages or other encumbrances, of all real and personal property owned by the claimant except the claimant's single-family dwelling and reasonable personal effects.  Unsecured debts which do not affect the market value of an asset are not a factor in determining a claimant's net worth.





	EXAMPLE:  The claimant owns a duplex with a current market value of $200,000.  The claimant occupies half of the duplex.  The claimant still owes $50,000 to the company that holds the mortgage on the property.  The claimant also owns clothing and personal articles worth about $1,000, a car worth $7,000, stereo equipment worth $500, a television set worth $200, furniture worth $800 and a rare paperclip collection worth $10,000.  The value of the claimant's net worth for VA purposes is determined as follows:  Since half of the duplex is the claimant's dwelling, $100,000 is automatically excluded from net worth consideration.  The remaining $100,000 value of the duplex is reduced by the $50,000 mortgage leaving real property worth $50,000 for net worth purposes.   The value of the claimant's personal effects such as the car, furniture and clothing is excluded.  The value of the $10,000 paperclip collection is included since it appears to be more an�
 investment than a  personal effect.  Total net worth for VA purposes is $60,000 ($50,000 real property plus $10,000 personal property).





	d.  306 Pension.  For 306 pension purposes only the net worth of the primary beneficiary is considered.  In the case of a veteran, only the veteran's net worth is considered.  The separate net worth of the veteran's spouse is not a factor (38 CFR 3.263).





	e.  Improved Pension.  For Improved pension purposes the net worth of both the veteran and spouse must be considered.  The net worth of a veteran's or surviving spouse's child is also considered.  If the child's net worth is determined to be excessive, the child is removed from the award as a dependent.  A veteran or surviving spouse's claim should not be disallowed because of a child's net worth (38 CFR 3.274).





	f.  Development





	(1)  Application forms contain blocks for furnishing net worth information.  If additional net worth information is needed, send the claimant the appropriate EVR form.  See paragraph 7.02b.  Use a locally generated letter if the net worth information provided on the application form or EVR appears questionable.





	(2)  Do not hesitate to initiate followup development if the reported value of real estate appears unrealistic.  Claimants who have held parcels of real estate for long periods of time may be unaware of current real estate prices and may greatly underestimate the value of their holdings.  If it appears that a claimant is underestimating the value of real property, ask him or her to furnish evidence of the current market value of the land.  Possible sources of this information include the following:





	(a)  A formal appraisal of the value of the land.





	(b)  A statement from a real estate broker in the area as to the value of comparable real estate in the vicinity.





	(c)  A statement from a county farm agent as to the value of comparable rural land in the vicinity.





	(d)  A statement from a local bank loan officer as to the value of comparable real estate in the vicinity.
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