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	Veterans Benefits Administration Manual M21-1, Part IV, "Authorization Procedures," is changed as follows:





	Pages 29-III-5 through 29-III-10:  Remove these pages and substitute pages 29-III-5 through 29-III-10 attached.





	Paragraphs 29.07j, 29.08c, and 29.09d are amended to state that end product 120 should be established  if a beneficiary answers yes to the EVR question "Are you a patient in a nursing home?" but does not specifically claim aid and attendance benefits.
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						Renée L. Szybala, Director


						Compensation and Pension Service
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	h.  Medical Expense Adjustments Involving Overlapping Income Reporting Periods.   Effective January 1, 1995, all EVR reporting is on a calendar year basis.  Therefore, medical expenses for the initial period will usually overlap the calendar year.  See paragraph 16.23i.   Three distinct periods must be considered when making a medical expense adjustment involving overlapping income reporting periods:





A.  Entitlement date through the end of the first calendar year on the rolls (12/31/xx);


B.  The first of the next calendar year (1/1/xx) through the anniversary date of the award payment date; and


C.  The remainder of the first full calendar year.





Allow "AB" medical expenses during the "A" period.


Compare "AB" period medical expenses to "BC" period medical expenses and allow whichever is greater during the "B" period.


Allow "BC" period medical expenses for the "C" period.





	EXAMPLE 1:  A veteran is rated permanently and totally disabled from March 14, 1995.  An original award was made with a payment date of April 1, 1995.  The veteran submits VA Form 21-8416 dated March 22, 1996.  The VA Form 21-8416 shows medical expenses of $800 paid between March 14, 1995, and March 22, 1996.  Allow an $800 deduction from April 1, 1995.  Remove the deduction effective April 1, 1996. On the veteran's EVR dated January 23, 1997, the veteran reports $2,000 medical expenses paid during calendar year 1996.  $1,000 was paid between January 1, 1996, and April 1, 1996.  $1,000 was paid between April 1, 1996 and January 1, 1997.  A review of the March 22, 1996 VAF 21-8416 indicates that the veteran paid medical expenses of $500 between March 14, 1995, and January 1, 1996.  The veteran's only income is retirement of $4,000 per year which remains constant throughout the entire period in question.    AB period medical expenses total $1,500.  BC period medical expenses total $2,000.   Adjust April 1, 1995, to allow medical expenses of  $1,500.  Adjust January 1, 1996 (February 1, 1996, after applying 38 CFR 3.31), to allow a medical expenses of $2,000 because BC period medical expenses exceed AB period medical expenses.  Remove the medical expenses effective January 1, 1997.





	EXAMPLE 2:  A veteran is rated permanently and totally disabled from March 14, 1995.  An original award was made with a payment date of April 1, 1995.  The veteran submits VA Form 21-8416 dated March 22, 1996.  The VA Form 21-8416 shows medical expenses of $800 paid between March 14, 1995, and March 22, 1996.  Allow an $800 deduction from April 1, 1995.  Remove the deduction effective April 1, 1996. On the veteran's EVR dated January 23, 1997, the veteran reports $2,000 medical expenses paid during calendar year 1996.  $1,500 was paid between January 1, 1996, and April 1, 1996.  $500 was paid between April 1, 1996 and January 1, 1997.   A review of the March 22, 1996 VAF 21-8416 indicates that the veteran paid medical expenses of $600 between March 14, 1995, and January 1, 1996.  The veteran's only income is retirement of $4,000 per year which remains constant throughout the entire period in question.    Allow medical expenses of $2,100 from April 1, 1995.  Since AB period medical expenses ($2,100) exceed BC period medical expenses ($2,000), carry the $2,100 medical expenses forward until April 1, 1996.  Reduce the medical expense deduction to $2,000 effective April 1, 1996.  Remove the medical expenses effective January 1, 1997.





	i. Determining Income in EVR-exempt Cases When Medical Expenses Reported.  When a beneficiary who does not receive an EVR files a VA Form 21-8416, you may utilize the income information that forms the basis for current payments in computing the adjustment, if any, based on deductible medical expenses.  However, develop for current income before making the medical expense adjustment if there is any indication that income has changed since the date of the last income report of record.  In all instances, advise the claimant concerning the basis of the award and his/her responsibility to report to VA any change in income.
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	j.  Special Monthly Pension





	(1)  If a beneficiary who is not receiving the aid and attendance benefit answers yes to the EVR question "Are you a patient in a nursing home?" but does not specifically claim aid and attendance benefits, advise the beneficiary of the availability of the aid and attendance benefit and of the evidence needed to establish entitlement thereto.  Establish a pending issue control under end product 120.  





	(2)  The date of receipt of the EVR may be used as the date of claim for effective date purposes if development is initiated as a result of an entry on the EVR, and entitlement to A&A is ultimately established, and a period of 1 year has not expired from the date of receipt of the EVR or the date of any request for evidence.  This is the case regardless of whether A&A was specifically claimed on the EVR or the beneficiary merely reported nursing home patient status on the EVR.   If it is not possible to determine the date the EVR was received by VA, use the date the EVR was signed as the date of receipt.





	k.  Dependency Change Reported on EVR





	(1)  Dependent's Income Makes IVAP Excessive.  If an Improved Pension beneficiary reports a new dependent whose income makes the claimant's IVAP excessive, terminate the award effective the month after the dependent was acquired or income became excessive.  If the date the dependent was acquired or the date income became excessive is not of record, suspend the account and develop.  If the beneficiary then does not furnish the requested information, terminate effective the beginning of the EVR reporting period.





	(2)  Dependent's Income Reduces Rate of Pension  





	(a)  Evidence Needed to Establish Dependent Is of Record.  If an Improved Pension beneficiary reports a new dependent whose income will reduce the beneficiary's rate of pension and evidence needed to establish the dependent is of record, reduce the award to the rate with the new dependent and the new dependent's income effective the first of the month after the date the dependent can be established.





	(b)  Evidence Needed to Establish Dependent Not of Record.   If an Improved Pension beneficiary reports a new dependent whose income will reduce the beneficiary's rate of pension and evidence needed to establish the dependent is not of record, reduce the award to the rate with the new dependent's income effective date of last payment but do not add the dependent to the award.  Count the unestablished dependent's income as "OTHER" income of the primary beneficiary.  Continue the 155 end product and initiate development to resolve the status of the dependent.  If the beneficiary does not furnish evidence required to determine if the claimed dependent can be recognized for VA purposes, continue to count the dependent's income as "OTHER" income and enter special law code 21.  Flash the file to show that income attributable to a claimed but unestablished dependent is being counted as "OTHER" income on the primary beneficiary's award.  Remove special law code 21 and the folder flash if the status of the dependent is resolved.





NOTE:  Special law code 21 will cause future EVRs to be referred to Adjudication for processing and will cause issuance of a type 7 EVR if the beneficiary is a veteran.





	(3)  Dependent's Income Does Not Reduce Rate of Pension.  If the new dependent has no income or if the dependent's income does not reduce the rate of pension, develop for the dependent under end product 130.  If the claimant does not furnish the evidence necessary to establish the dependent, disallow the claim for failure to furnish requested evidence.





	(4)  Dependent's Income Questionable.  If an unestablished dependent's income is questionable but it does not appear it will result in reduction of the rate of pension, leave end product 155 pending and initiate development to ascertain the dependent's income and status as a dependent for VA purposes.  Advise the claimant that failure to furnish complete income information for all members of the family will result in 


interruption of payments and may result in termination of the award from the beginning of the EVR reporting period.  After 60 days, proceed as indicated below.	
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	(a)  Dependency Evidence Not Received--Income Will Not Reduce Rate.  If development establishes that the dependent's income will not reduce the rate of pension but evidence to pay additional benefits for the dependent is not received within 60 days of request, take the 155 end product and do not include the dependent on the award.





	(b)  Dependency Evidence Received--Income Still Questionable.  If development establishes the dependent can be recognized for VA purposes but the beneficiary does not furnish requested information concerning the dependent's income, suspend the account and send a second request for clarification of the dependent's income.  If the beneficiary does not furnish all requested income information within 60 days, terminate the award effective the first of the month after the month during which the dependent can be established.





	(c)  Dependency Evidence Not Received--Income Will Reduce Rate.  If development does not resolve the issue of whether or not the dependent can be established for VA purposes but it does indicate the dependent's income will reduce the rate of pension, follow the procedure in subparagraph i(2)(b) above.





	(d)  Dependency Evidence Not Received--Income Questionable.  If development does not resolve the issue of whether or not the dependent can be established for VA purposes and does not establish if the dependent's income will reduce the rate of pension, terminate the award from the beginning of the EVR reporting period under 38 CFR 3.652.  Provide a complete explanation to the claimant.





29.08  ADJUSTMENT OF SECTION 306 AND OLD LAW PENSION CASES





	a.  Income.  The main issue in reviewing a Section 306 pension or Old Law Pension EVR is whether the claimant's IVAP has exceeded or will exceed the applicable income limitation.





	(1)  If the payee's exact IVAP cannot be determined from review of the EVR but it appears income may be near the income limit, initiate development to ascertain exact calendar year income.





	(2)  If the payee's exact IVAP cannot be determined from review of the EVR but income is obviously below the income limit, try to get accurate income information into the master record.  Do not initiate development to determine exact income.  If the M15 Screen shows verified Social Security or other Federal benefits, use the higher of either the verified rate or the rate reported on the EVR.  For other types of income, use the figures reported by the claimant unless contradicted by reliable evidence in the file.





	(3)  Do not show medical expenses on the 306 Screen in protected pension cases except in Section 306 pension cases where continuing medical expenses are needed to keep IVAP within the income limit.





	(4)  If the beneficiary shows income on the EVR indicating a possible higher rate of Improved Pension but does not specifically claim an increased rate, do not invite an election of Improved Pension.  If the beneficiary later makes a formal election of Improved Pension, do not use the EVR as a conditional election of Improved Pension unless entitlement to SMP is established and the EVR indicated nursing home status or showed possible entitlement to SMP.  See paragraph 20.05d.





	b.  Dependency





	(1)  Old Law Pension.  Develop a reported dependency change only if a veteran without dependents reports gain of a dependent.





	(2)  Section 306 Pension.  Develop a reported dependency change only when:





	(a)  The payee reports gain of a schoolchild or a helpless child and continuity of entitlement to additional benefits for the child potentially exists; or
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	(b)  A single veteran reports marriage; or





	(c)  A veteran without dependents reports gain of a child.





	(3)  Consequences of Establishing New Dependents.  Although additional benefits cannot be paid for newly established dependents in Old Law and Section 306 pension cases, a higher income limitation applies when a single veteran establishes a dependent.  Establishment of the dependent also prevents reduction of benefits during an extended period of hospitalization at government expense.  See paragraph 16.10g.





	(4)  Resolving Status of Unestablished Spouse/Section 306 Cases.  If a Section 306 pension veteran reports the existence of an unestablished spouse whose income puts the veteran's IVAP above the limit for a veteran with dependents, terminate the award effective the first of the next year.  If the spouse's income is not a factor, take the 155 end product when the EVR is cleared and develop for the status of the spouse under end product 130.  If the spouse's income is questionable but may cause IVAP to exceed the veteran and spouse income limit, suspend payments and develop under end product 155.  If the veteran fails to furnish requested evidence, assume the spouse's income will cause IVAP to exceed the income limit and terminate the award effective the first of the next year.





	(5)  Dependency Change Makes Improved Pension Election Advantageous.  If an Old Law or Section 306 pension beneficiary loses a dependent, consider if an election of Improved Pension might be advantageous.  If the payee is entitled to more money under Improved Pension, invite an election.  Do not establish pending issue control.





	c.  Nursing Home Status Reported on EVR





	(1)  If a beneficiary answers yes to the EVR question "Are you a patient in a nursing home?" but does not specifically claim aid and attendance benefits, advise the beneficiary of the availability of the aid and attendance benefit and of the evidence needed to establish entitlement thereto.  Establish a pending issue control under end product 120.  





	(2)  If a formal election of Improved Pension is received within 1 year of the date of receipt of an EVR showing nursing home status or within 1 year of any evidence request initiated as a result of the nursing home status shown on the EVR and entitlement to Special Monthly Pension is established, the EVR can be considered a conditional election of Improved Pension.  See paragraph 20.05d.





29.09  ADJUSTMENT OF PARENTS' DIC CASES





	a.  Increased Income Reported on EVR.  IVAP in Parents' DIC cases is counted on a calendar year basis.  Do not reannualize Parents' DIC IVAP when income changes during a calendar year as would be done in an Improved Pension case.  Although Parents' DIC IVAP is computed on a calendar year basis, the end-of-month rule applies to reductions in Parents' DIC due to increased income.





	EXAMPLE 1:  A parent receives DIC based on $0 IVAP.  On the 1985 EVR the parent reports having started receiving earned income of $200 per month on September 3, 1985.  Adjust the parent's IVAP to $800 effective October 1, 1985 (four checks received during calendar year 1985).  Adjust IVAP to $2,400 effective January 1, 1986 (parent will receive 12 checks for $200 during calendar year 1986).





	EXAMPLE 2:  A parent's EVR reports receipt of $10,000 from the State lottery on March 14, 1985.  Terminate the award effective April 1, 1985.  The award can be reopened January 1, 1986 (subject to 38 CFR 3.31), if calendar year 1986 IVAP is within the income limit.
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	b.  Decreased Income Reported on EVR.  If the claimant reports less income than was anticipated, pay the increased rate from January 1 or, if 38 CFR 3.31 is applicable, from February 1.  The applicability of 38 CFR 3.31 will be determined by whether or not the received year rate (based on actual income rather than anticipated income) exceeds that payable at the end of the preceding calendar year.





	EXAMPLE 1:  A parent received DIC at the rate of $100 per month during December of 1984.  The parent's rate went down to $50 per month effective January 1, 1985, because more income was expected for calendar year 1985.  However, on the 1985 EVR the parent reports IVAP which entitles him or her to a 1985 rate of $75 per month.  Pay the $75 rate from January 1, 1985.  Section 3.31 does not apply because the January 1, 1985, rate was lower than the December 1, 1984, rate.





	EXAMPLE 2:  In 1984, a parent was receiving DIC based on IVAP of $2,400.  The parent's only income was $200 per month earnings.  The EVR shows the parent was no longer employed as of October 28, 1985.  Total earned income received during calendar year 1985 was $2,000.  Pay based on IVAP of $2,000 from January 1, 1985.  Since the new rate is higher than the December 1984 rate, the increase is not payable until February 1, 1985 (38 CFR 3.31).  Pay based on IVAP of $0 from February 1, 1986.





	c.  Dependency Change Reported on EVR.  Any change in a parent's marital status requires an adjustment of the DIC award.  See paragraph 16.18 for specific procedures concerning adjustments due to changes in a parent's marital status.





	d.  Potential Entitlement to A&A





	(1)  If a beneficiary answers yes to the EVR question "Are you a patient in a nursing home?" but does not specifically claim aid and attendance benefits, advise the beneficiary of the availability of the aid and attendance benefit and of the evidence needed to establish entitlement thereto.  Establish a pending issue control under end product 120.  





	(2)  The date of receipt of the EVR may be used as the date of claim for effective date purposes if development is initiated as a result of an entry on the EVR, and entitlement to A&A is ultimately established, and a period of 1 year has not expired from the date of receipt of the EVR or the date of any request for evidence.  This is the case regardless of whether A&A was specifically claimed on the EVR or the beneficiary merely reported nursing home patient status on the EVR.





	e.  Medical Expenses Reported on EVR--No Continuing Medical Expenses in Master Record  





	(1)  General.  If continuing medical expenses were in the master record at the time the EVR was selected, it may be possible to continue an existing medical expense deduction without an itemization of medical expenses.  See subparagraph f below.  Otherwise, do not allow a deduction for medical expenses unless the parent has submitted an itemization of medical expenses on VA Form 21-8416 or equivalent.





	(2)  Required Information.  The information in this subparagraph must be shown whenever an itemization of medical expenses is required.  If any of this information is missing, leave the 155 end product pending for 60 days and ask the beneficiary to fully complete VA Form 21-8416.  





	(a)  Amount Paid.  The parent must show the actual out-of-pocket amount that the parent paid and for which no reimbursement is expected.	





	(b)  Date Paid.  The date the expense was paid must be indicated.  For insurance, "monthly," "quarterly," etc. may be shown.  For fees paid to a nursing home, in-home attendant, adult day care provider, rest home, or group home, inclusive dates of payment may be shown for a period not in excess of one year (e.g., "1/1/92 thru 12/31/92") provided the fees are paid to a single provider and the inclusive dates fall within a single calendar year.  Otherwise, the parent must show at least the month and year of payment.
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NOTE:  For private medical insurance, assume that the most recent premium rate was paid throughout the calendar year.  Do not develop for changes in the rate paid during the calendar year unless there is an indication that a substantial rate change occurred during the year.





	(c)  Purpose.  The parent must show the specific medical purpose for which the payments were made.  





	(d)  Name of Provider.  The parent must show the name of the payee.





	(e)  For Whom Paid.  The parent must show "self," "spouse," etc.





	f.  Medical Expenses Claimed with EVR--Continuing Medical Expenses in Master Record





	(1)  General.  Parents for whom continuing medical expenses are being allowed at the time of EVR selection may be able to continue the medical expense deduction without itemization of medical expenses.  See paragraph 29.05.   EVRs for these beneficiaries will have the amount of the continuing medical expense deduction printed in the MEDICAL EXPENSES section of the EVR.  If there has been no substantial change in the level of continuing medical expenses, the parent has the option of entering the total amount of medical expenses paid during the received calendar year and the total amount of medical expenses that will be paid during the expected calendar year in lieu of submission of VA Form 21-8416.





	(2)  Received and Expected Year Amounts Do Not Exceed the Amount Printed on EVR by More Than $200.  If neither the received nor expected year amounts entered by the parent exceeds the amount printed on the EVR by more than $200, adjust based on the amounts claimed by the beneficiary without requiring submission of VA Form 21-8416.





	(3)  Received or Expected Year Amounts Exceed the Amount Printed on the EVR by More Than $200--Increased Rate Would Result.  If either the received or expected year amounts, or both, exceed the printed amount by more than $200 and allowing the increased medical expenses deduction would increase the monthly rate for either the received or expected calendar year, send the parent VA Form 21-8416 for the year or years for which an increased rate would result.  Advise the parent that failure to respond will result in removal of the medical expenses.





NOTE:  If the information entered on the EVR by the beneficiary indicates that an increased rate is payable for one year but that no increase or a reduction is in order for the other year, no VA Form 21-8416 is required for the year during which the rate will go down or remain unchanged.





	(4) Received or Expected Year Amounts Exceed the Amount Printed on the EVR by More Than $200--No Increased Rate Would Result.  If either the received or expected year amounts, or both, exceed the printed amount by more than $200 but allowing the increased medical expenses deduction would not increase the monthly rate for either the received or expected year (e.g., all countable income is already zeroed out), allow the increased deduction without requiring submission of VA Form 21-8416.





	g.  Reduction in Level of Continuing Medical Expenses  





	(1)  Reduction Reported by Parent.  If the parent reports a reduction in the level of continuing medical expenses before the end of the calendar year, reduce the award effective the first of the month after the month during which the reduction occurred.  Simultaneously, develop for actual medical expenses paid and total medical expenses expected for the calendar year in question.  When the information is received, adjust from the beginning of the calendar year based on expected calendar year medical expenses.  A parent's report that he or she is no longer a nursing home patient may be accepted as a report that the parent is no longer paying nursing home fees and the award may be reduced with contemporaneous notice.
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