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COMPTROLLER GENERAL OF THE UNITED STATE S

Honorable Sam Rayburn
Speaker of the House of Representative s

Dear Mr . Speaker :

Herewz.th is a copy of our report on Review of Com-
pensation and Pension Program, Washington Offices ,
Veterans Administration, July 1954 This review was
made by our Division of Audits pursuant to the Budget
and Accountin g: ►ct, 1921 (31 U .S .C . 53), and the Account-
ing and Auditing Act of 1950 {31 U .S .C . 67 .

The review did not disclose any specific pattern o f
weakness in the compensation and pension adjudicatio n
operations . However, it did reveal conditions which ,
when brought to the attention of the Administration, co n-
vinced them of the need to undertake a review in all of-
fices of "static" cases and of those cases where compen -
sation benefit payments are being made because of th e
dependency of a veteran's parents . As indicated in th e
comments of the Administrator of Veterans Affairs, sub -
mitted with this report as appendix C, the Administra-
tion has now broadened its review of "static" cases t o
include cases of all veterans under fifty-five yec rs o f
age who are receiving compensation and pension payments .
The Administration's action in promptly initiating thes e
reviews is commendable .

An examination, similar in scope to that made by
the Division of Audits in the Washington offices, excep t
that it did not include any evaluation of the propriet y
of assigned disability ratings, was conducted in thir-
teen of the Administration's regional offices by ou r
Office of Investigations . The findings generally are
of about the same nature and significance as those dis-
closed by the review in the Washington offices .

A copy of this report is being sent today to th e
President of the Senate .

comptroller General
of the United State s

Sin erely yours,
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REPORT ON REVIEW

COMPENSATION AND-PENS1ON PEOQRAM

WASHINGTON OFFICES

VETERANS ADMINISTRATION.

JULY 1.9 . ZN

The Division of Audits, General . Accounting Office, has made a

review of the . COMPENSATION AND PENSION PROGRAM operations in . the

-Veterans ...Administration's. ..Central and. Washington Regional Office s

(the

fits

operations are now conducted in the Washington Veterans Bene -

Office) pursuant to the provisions of the Budget and Account -

ing --Act

of 1950

1at:~ t>Y'

1921 (31 U .S .C . 53), and the Accounting end Auditing Act

(31 U .S .C . 67) . The review included a etudy of tl e leye s-

'eg,u at9.ons, and operating and procedural instructions per -

Compensation and Pension Program and an examination

of repreue ative compensation and pension awards and related ft .

nanci& .i . transaet:ioba ,

The Veterans Administration (refeieed to hereinafter as h e

VA) was created by Executive Order 5398, dated July 21, 1930, pu v

suant to the act of July 3, 1930 (46 stat . 1016 ; 38 u .s .c, 11 ) 9 Et a

an Independent agency in the exec ti ve branch of the government. to

administer all laws authorizing benefits for former member s

Armed Forces and for dependents of deco .sed former members of th e

Armed Forces . Before the creation

crane had been administered by the Bureau of Penaione, the

United States Veterans Bureau, and the National Home for Di_ _

Volunteer .Soldiers



This report comments on the findings of our examination and

the corrective'aotivns taken where necessary . Briefly, the exami . -

ation resulted :. in awards being increased, reduced, diso©rtinued

suspended in :about 171/2 percent of the eases examined, in .dew

terminations :being made of- the dependency status of parents of Iiv m

i~g rrd of deceased veterans, and in a change in the requirement s

s ibrting interne by v r terans 3d dependents of deceased vet-.-

who receive peri€; :tsars, Tk t, t indings are summariz d on

1-5 through 22 .



NATURE AND SCOPE	 OF THE CONCPENSATION AND PENSION PROGRAM

NATURE OF

The Compensation and Pension Program is the oldest, mos t

costly', and probably the most_permanent of all veteran s , benefit

programs administered by the VA . A brief description of the nae

Lure of the compensation and pension benefits and the rate? of

> payment __follows :

Com, ensation foi__ serv3 ce_econnectecLdisabilities

Veterans disabled as a result of diseases, gunshot wounds, o r

any injuries incurred in or aggravated by active service in th e

Armed Forces in line of duty,, and not as a result of willful m i

conduct, and discharged under conditions other than dishonorabl e

are entitled to cash benefits .

The cash benefits currently payable to disabled veterans of

World War 1, World War IS, and service on or after June 27, 1950

(referred to hereinafter as the Korean Conflict), range from $17

per month for a 10 percent disability to $1031 for total disability .

These monthly benefits may be increased by $47 in the case of th o

of, or loss of use of, one extremity or one eye . In the case

of certain specificdisabilities the monthly benefits payabl e

range from $279 to $420 . Further compensation is payable to a

.veteran who is 50 percent or more disabled and has a wife and/or

IThc rates of payment stated in this and other sections of thi s
report are those in effect after October 1, 1954, at which tim e
Public Laws 695 (68 Stet . 915) and 698 (68 stat . 916), $3d Con e
gross, authorized, with certain exceptions, an increase of- 5 per-
cent in rates of compensation and pension payable to veterans and
specific increases in certain of the rates of compensation an d
pension payable to dependents of deceased veterans .



children, and/or dependent parents . In some instances the monthly

compensation amounts to about $500 . The rates of addi

for dependents follow:

Wife with no child

	

$21 .00
Wife with one child

	

35 .00
Wife with two children

	

45 .50
Wife with three or more children

	

56 .00
No wife, one child

	

14 .00
No wife, two children

	

24 .5 0
No wife, three or more child ren

	

35,.00
Each dependent parent

	

17 .5 0

Compensation payable to a veteran for disabilities incurre d

during peacetime service is $0 percent of the amount payable for

simile' disabilities incurred in wartime .

anion forTI lm r_vice nnested dis billt1 e

Veterans of World War I, World War II, and the Korean Con-

flict Who are permanently and totally disabled, but not as a re-

sult of service in the Armed Forces, are entitled to monthly pen-

si:on

have

charged
have

must not have incurred the disability as a result of willful mis -

The currant monthly pension is $66 .15 . This amount is in -

creased to $78 .75 when a veteran reaches the age of 65 or has been

paid the pension continuously for 10 years . The amount of the

monthly pension is increased to $135 .45 if the disabled veteran

requires regular aid and attendance . The pension is not payable

pensation

payments . To be entitled to these payments,, a veteran must

served in the Armed Forces at least 90 days or have been dis-

sooner because of a service-connected disability, mus t

been discharged under conditions other th'n dishonorable, and



to a veteran whose income exceeds $1,400 per annum if he is un -

married or to a veteran whose income exceeds $2,700 if he has a

wife or minor children .

Allowance for the purchase of automobile s
or other conve . ante s

Veterans of World War lI and the Korean Conflict who are en -

titled to compensation for certain specified disabilities are en -

titled to an allowance not exceeding $1,600 toward the cost of are

automobile or other conveyance, including any special equipment .

Allowance . for 	 _th urchase
of speciallr ~adaptc~d housir,

Veterans with certain specified service-connected permanen t

diseases or injuries are entitled to special assistance in acquir -

ing suitable homes . The assistance to a veteran cannot excee d

more than one half the purchase price of a dwelling specificall y

adapted to his needs or $10,000, whichever is the lower .

"omp?ensation to dependents of veterans
for service-connected deat h

An unremarried widow, unmarried children under the age of 18

years (21 years of age if attending a school approved by the Vc -

ersns Administration), and dependent parents of a deceased vetera n

may be entitled to "death compensation ." Dependents are eligibl e

for compensation only if the veteran's death was due to disease o r

injury incurred in the line of duty and not as a result of willful

misconduct, and if the veteran died after release from service h e

must have been discharged under other than dishonorable conditions .

The rates of compensation payments to dependents of decease d

veterans of World War I) World War TI, and the Korean Conflic t

follow :



Widow with no child

	

4 87
Widow with one child

	

121
For each additional child

	

2 9
No widow, one child

	

6 7
No widow, two children

	

94
No widow, three children

	

12 2
For each additional child

	

23
One parent

	

75
Two parents, each

	

40

Compensation paymentrs to dependents of deceased veterans wh o

served in the Armed Forces during peacetime are based on 80 per-

cent of the above rates .

Fen~ion to d€pe, dEZyt~fteran
Lox_ non° serviee~cornected dtYa

An unremarried widow and unmarried children under 18 years of

age (21 years of age if attending a school approved by the Vet-

erans Administration) of a deceased veteran of World War 1, World

War II, and the Korean Conflict whose death is not due to a

service-connected cause are, under certain conditions, entitled to

monthly pension .

These pensions are payable to dependents of a deceased vet-

eran of World War I who at the time of his death either (1) ha d

90 days or more service, or (2) had been discharged because o f

disability incurred in line of duty, or (3) was receiving or en -

titled to receive compensation, pension, or retirement pay for a

service-connected disability . These pensions are payable to de-

pendents of deceased veterans of World War II and the Korean Con-

flict only if the veteran at the time of hi- death (I) was receiv-

ing or entitled to receive compensation for a service-connecte d

disability which was 10 percent or more disabling, or (2) who,



having served at least 90 days or having been discharged for dis-

ability incurred in line of duty, had a disability for which com-

pensation would be payable if 10 percent or more in degree ® N o

relationship need exist between the veteran I s service-connecte d

disability and the disability resulting in his death ®

There is a marked distinction between the eligibility require-

ments for a pension for dependents of deceased World War I veteran s

and those for dependents of deceased veterans of World War II an d

the Korean Conflict e The difference is that i :a the majority of

cases a dependent of a deceased World War T veteran is entitle d

a pension if the veteran had merely served 90 days or more, ghi1e

a dependent of a deceased veteran of World War IT or the Korean

Conflict is entitled to a penei_on only if the veteran at the time

of his death had a service-connected disability .

The rates of the monthly pension payments follow:

Widow, no child

	

$50a'i 0
Widow, one child

	

63800
For each additional child

	

7 .5 6
No widow, one child

	

27 .3 0
No widow, two children

	

40 .9 5
No widow, three children

	

5460
For etch additional child

	

7 .56

These pensions are payable to a widow without a child or to a

child whose annual income does not exceed $1,400 and to a wido w

with a child or children who;e income does not exceed $2,700 .

Reimbursement of _ burial	 expenses of _deceased veterans

The person who paid the burial expenses of a deceased vetera n

of any war, including the Korean Conflict, who was discharge d

under other than dishonorable conditions may be reimbursed fo r

burial expenses in a sum not exceeding .150 . A payment may also

7



be jade to cover the burial expenses of a veteran who served in

the Armed Forces during peacetime and who at the time of his deat h

was receiving compensation for a service-connected disability o r

by the Continental Congress, compensation and pension payments t o

veterans and dependents of deceased veterans have amounted t o

about 32 billion dollars . A summary of the cumulative payment s

and the number of veterans and dependents of deceased veterans t o

whom payments were being made at June 30, 1953, follows :

Number of person s
receiving payment s
at June

	

9 1953

	

_

Total payment s
to

Jjane 30

	

X953
Living

veterans

Dependent s
of

deceased
veterans

70,00a,000
46,218,390

109,136,606 278 1,406
61,771,227 12

8,179,351,779 1 7,798
3,393,942,793 72,447 83,876

635,390,b07 62,207 28,295
16,513,42 6

9,836,118,230 632,312 1,24 9 71. 4
9,421, 798, 773 1,675,230 504,946

39357_Q32 ; 63035 3 8 , 821

$31,$52,6

	

2o2 z~_5.9a a 3a01314

aIncludes 1,577 persons receiving emergency, temporary, or reserve
officers , retirement pay .

The Government's obligation for benefit payments under existin g

laws will continue indefinitely . In the case of the War of 1812 ,

had been retired for a disability incurred in line of duty.

SCOPE OF PROGRAM

Since 1776, when the first national pension law was enacte d

Revolutionary War
liar of 1812
Indian liars
Mexican War
Civil War
Spanish-American War
Regular establishment
Unclassified
World War I
World War II
Korean Conflict



benefit payments to living veterans continued until 1905 and t o

dependents of ..deceased veterans until 1945 $

In ffscal year 1953 benefit payments were made to 2,504,25 7

living Veterans and to dependents of 747,750 deceased- veterans in

the approximate amount of $2,373,000,000 . A summary of the bone -

fit payments followsl

Tota l

Amount
u mN
"

veterans Amoun t

0300,794,926 630,740 0

	

5.3,098,24 3
34,935,882 1,675,225 1,047,334,49 5

302,925 63,359 40,451,147
93,743,283 72,726 94,764,69 8

62 .207 42 .293 .

	

Pae .entsto de .andents of deceased veterans	
compensation to de-

	

Pensions to depe
n pendents for service- ents for non-service -

connected death	 connected death

	

Total
Number of

	

Number of

	

Nuw6ar of
deceased

	

deceased

	

decease d
veterans

	

Amount

	

veterans

	

Amount

	

veterans

	

Amoun t

	

59,036 0 51,977,403

	

267,465 0158,812,254

	

326,501 $210,789,65 7
270,425

	

287,077,920

	

20,835

	

13,356,229

	

291,260

	

300,434,14 9
20,341

	

21,728,680

	

4;

	

2 3 ,263

	

20,386

	

21,751,94 3
1,284

	

994,270

	

89,539

	

57,577,590

	

90,823

	

58,571,86 0

18,110

	

16,533 .42

	

_18 ,780 616 , E

369,866 $378,311 .701

	

377 .884. 0229,769,336

	

747,2

	

$ 08.08 i .O`s7

The percentage of the number of awards at June 30, 1953 t o

veterans for compensation for service-connected disabilities in

each of the gradations of disability, as classified in. the VA

statistical

Number of

	

----' Number o f
veterans

	

Amount

	

veterans

Payments to veteran s
- Compensation for mPensions for non -

service-connected

	

service-connected
disabilities

	

disabilitie s

World-War I
World War I1
Korean Conflict
Other war s
Regular .estab-

lishment

260.990 $ 239,303,31 7
1,633,645 1,012,398,61 3

	

62,858

	

40,14L,222

	

498

	

1,021,415

-
?,207	 42 .293 .E

2_020,198 $1,335,164 .7Q2

369,750
41,580

501
72,22 8

484.059 3429.777 .016 2,504 .2571_,iE4.941.,_71

World War I
World War-I I
Korean Conflic t
Other wars
Regular establish-

meat



Percent
of

d sability
World
War-l-

.

	

10

	

21 .6 -

	

20

	

28 . 0

	

30

	

13 . 0

	

40

	

80 3

	

50

	

7 . 0

	

60

	

5 . 3

	

70-

	

2 . 8

	

80

	

1 . 7

	

90-

	

. 3

	

100

	

n 3
Total 100 .0%

World
War II

Korean
Conflict

e ul r
oatablish

ent

43 .3 33 0
315 .3

37
15 .

.6
0 11 . 7

16 .1 13 .5 19 . 1
7 .9 8 .0 7 . 2
5 .4 5 .6 6 . 1
4 .0 3 .9 5 . 1
1 .9 2 .4 2 . 2
1 .1 1 .2 1 . 2

.3 .5 .2
—b.®'z 12 , 13 .1
100 .0% 1.00 .o% 100.0%



ADMINISTAATIpN OF THE COMPENSATION AND PE~+iSION PROQRA M

Under the organizational plan in effect during the major pee

nod of our review, the functions relating to the administratio n

Compensation and Pension Program were assigned to the

Assistant Administrator for Claims, the Assistant Administrator

for Finance, the Solicitor, and the regional and district offices .

The Assistant Administrators, the Solicitor, and the Managers of

the regional and district offices were responsible to the Adminis -

trator for the operation of their offices which also performed

many functions in addition to those relating to the Compensatio n

and Pension Program .

OnSeptemben 7, 1953, the Administrator of Veterans Affair s

adopted a line or departmental and staff plan of organization for

the Veterans Administration. Three separate departments were es-

tablished . The Department of Medicine and Surgery is responsibl e

for providing medical care and treatment of veterans (includin g

operation of hospitals, domiciliaries, and clinics) . The Insure

ante Department is responsible for operating the veterans' insur-

ance and servicemen's indemnity programs . The Department of Vet-

erans Benefits is responsible for providing financial assistance

to veterans and dependents of deceased veterans to compensate the m

of earning power became of the veterans' service in the

Armed Forces and to veterans to aid them in becoming readjusted t o

their normal civilian pursuits . The Department of Medicine and

Surgery is headed by a Chief Medical Director and the other tw o

departments by Deputy Administrators . The plan of organizatio n

provides that the Administrator's staff will function principally



in a policy-making, appraising, and advisory capacity and that the
departments will operate their respective programs within policies
and regulations prescribed by the Administrator .

Under the new plan of organization the Deputy Administrator
for Veterans Benefits is responsible for all functions pertaining

to the Compensation and Pension Program and other benefit programs *

The placing of all operations pertaining to the Compensation and
Pension Program within a single department headed by the Deput y

Administrator for Veterans Benefits relieves the Administrator o f

Veterans Affairs and the Deputy Administrator of Veterans Affairs

of direct responsibility for administering the program and shoul d

facilitate the coordination of the operations and improve operate

ing efficiency .
The new plan of organization, as originally adopted on Septem e

be t, 7, 1953, has since been modified to avoid conflicting policies ,

methods, and procedures, and duplication of effort in carrying out

certain functions which are common to all departments . Other modi-

fications may be necessary . to achieve a form of organization bee t

suited to actual needs .

Benefits under the Compensation and Pension Program are pro-

vided to veterans and dependents of deceased veterans through oper-
ations conducted in the Washington Veterans Benefits Office { a

consolidation of the former Washington Regional Office and certai n
Central Office operating units), 69 regional offices, and 3 dis-

triet offices .



Generally, eompensation and pen4ion claims by living Mete r

are administered in the Washington Veteeana Benefits Office an d

the regional offices . However, claims by veterans who are em -

played by the Administrationclaims by veterans ; and survivors , f

deceased veterans who served in the Armed Services before July 1( ,

1903, or who reside outside the continental limits of the

Urited States, unless within the jurisdiction of the regional of-

fices located in Alaska, Hawaii, Puerto Rico, and the Philippines ;

and claims of special types are administered in the Washington

Veterans Benefits Office . The jurisdictional area of the re ;io

offices is established on a geographical basis . A veteran°s elat e

is under the jurisdiction of the regional office within whose are a

he resides . When a veteran changes his residence from the juris-

dictional, area of one regional, office to c other, juriedieti . i

over the administration of his caee and payment, of benefits i s

also transferred .

Claims by survivors of other deceased veterans are adminis a

teredin the three district offices . Generally, jurisdiotio n over

a claim is assigned to the district office within whose area it lo-

sated the regional office having jurisdiction over the voteraa s

folder, or to the district office having jurisdiction over

National Service life insurance if no claims folder exists, or

to the district office within whose area the veteran died if there

neither a claims folder nor National Service life insurance in



:The-administration. of . . compe_nsation and : pension casee-includes

the adjudication -of claims, the payment of benefits granted and

maintenance of necessary records, and certain auxiliary services ,

such as rendering aid to claimantsapplying for-benefits and

making physical examinations-of veterans



SUMMARY OF FINDING S

The following comments summarize the significant findings re-

sulting from our review of the Compensation and Pension Program ad-

ministered in the VA's Washington offices .

Examination of cases

Our examination of compensation and pension cases resulted in :

a. Benefit payments being awarded or increased-in 1 3
cases, reduced or discontinued in 55 cases, and sus-
pended or otherwise changed in 13 cases (about 1-1/2
percent of the cases examined) .

b. Erroneous payments of $24,166 being established in 2 0
cases as overpayments subject to recovery .

c. Additional benefits for prior periods totalin g
$43,156 being paid in $2 cases .

A determination of the necessity for corrective action remains t o

be made in an additional 246 cases .

Although our examination resulted in the foregoing adjust-

ments, it did not disclose any specific pattern of weakness in th e

adjudication operations . However, of 55 cases where benefit pay-

ments were reduced or terminated, 47 had been regarded as "static . "

In a "static" case a change is normally not made in the benefit

payments unless requested by the veteran . The reduction er termi-

nation of payments in the 55 cases is equivalent to a decrease in

benefit payments of about 52$,110 on an annual basis . (See pp . 23

to 29 . )

2 . Rating of vet

The statute authorized the adoption of a schedule of rating s

of reductions in earning capacity from specific injuries or combi -

nations of injuries based, as far as practicable, upon the average

15



impairment of earning capacity resulting from such injuries in

civil occupations . However, the disability ratings providedin

the rating schedules for the various types and manifestations of

disabilities are not based on an actual determination of the ef-

fect of such disabilities on the average earning capacity of indi -

viduals in civilian occupations . (See p . 400 )

3. Lc= jans__tgv tsar zns z
non_--service-connected disabilitie s

The statutes provide for the payment of pension to a vetera n

for a non-service-connected disability when it is reasonably cer -

tain that the disability will continue throughout his life eve n

though it is less than total in degree if it is of a nature tha t

would make it impossible for the average person to follow a sub-

stantially gainful occupation . However, our examination disclosed

little evidence that consideration is given to the prescribed pro -

cedural criteria for determining that a veteran's unemployabilit y

is due to his disability or that he is in fact unemployable . (see

pp . 50 to 52 . )

4. InQrea-sed. co DeDsat .ox_to_veterans for de ndent s
and, comp ensation to depend nts of_deceased	 ye t nau

Our examination disclosed that determinations of the depend-

ency of parents of deceased World War II veterans receiving compen -

sation payments had not been made since the awards were granted .

We,therefore, suggested to the Administrator that it would be ad-

visable to make a current determination and that the result migh t

indicate how frequently thereafter such determinations should b e

made, This suggestion was adopted and reviews were made of the de-

psr,.d.ensy status of parents of deceased veterans and parents of



veterans . These reviews resulted in terminating compensa e

Lion payments to 13,900 parents of deceased veterans and discon-

tinuing the additional compensation allowances to veterans for

parents that were found to be no longer dependent . The esti-

mated reduction in annual payments is equivalent to $7,700,000 and

$770,000 respectively. (See p.70 . )

The VA is now considering the propriety of its regulations

which provide that cash receipts of certain types will be disre-

gardedin determining the dependency of a parent . We believe that

parents should be considered as dependent only if, they are unable

to provide for themselves and that a determination of a parent i s

dependency requires consideration of his entire net worth and of

all his income and receipts regardless of the source . We believe

also that a veteran's continued entitlement to an additional com -

pensation allowance for dependent parents should be contingent

upon his contributing to their support .

dependency studies by the VA disclosed cases where veter e

were being paid additional compensation allowances for depend-

ent parents although the pal is were no longer living . The VA

has indicated that consideration is being given to making a fur-

ther survey of the entire family status of veterans to determin e

their continued entitlement to receive additional compensation al -

lowances for dependents . (See p . 73 . )

Payment`of pensions t_oveterans and de pendents of
deceased veterans whose annual-income exceeds th e
rescrl.be . limitations
We pointed out to the VA that pension payments were in some

instances being made to pensioners when their income exceeded the



prescribed statutory limitations on income, that no consideration

was being given to the recovery of the excess payments, and that

form of annual "income questionnaire," required to be submit -

as of the beginning of each calendar year by each pensioner ,

did not adequately provide for the reporting of all information es -

sential to a proper determination of continued entitlement to re-

ceive pension . We also recommended that consideration be given t o

adopting procedures to provide that the annual determinations of a

pensioner's continued entitlement to pension be based not solely

on the income questionnaire submitted but also upon consideratio n

of all information contained in the claims folder relating t o

sources and amount of income and family status and to verifying ,

at least on a test or sampling basis, the income reported by pen-

sioners, (See pp . 62 to 69 . )

The Administration has since adopted a new regulation provid-

ing for prompt discontinuance of pension payments when it become s

apparent that a pensioner's annual income will exceed the pre -

scribed limitation . We estimate that pension payments in 195 3

would have been about $2,$00,000 less if the new regulation had

then been in effect .

The Administration also adopted a revised form of "incom e

questionnaire" to be submitted by pensioners at the beginning o f

each calendar year . We believe that the use of the revised form

enables the VA to make better annual determinations of pensioners '

continued entitlement to pension .



Effective dateof discontinuance	 orreduction
of awardsof com pensgl

	

and. pensin benefit s

The reduction in or discontinuance of an award .because Of. a .

in a veteran's disability is made effective as-of the en d

the month in which a 60-day grace period following the date o f

the award action expires . The current statutes do not authorize

the postponement of the effective date of discontinuing or reduc -

ingan .award. However, the practice is in conformity with that au-

thorized by a. ..section of the World War Veterans Act, 1924, which

section was repealed in 1933 . . (See p . 79 . )

Aid anc lItlen

	

e4?llglia.nce
toftcF n

	

,.gwlcligl'Z_' DOg

We believe that consideration should be given to reducing the

additional compensation allowance . to a disabled veteran for-ai d

attendance when he is being maintained in a state soldiers '

home and is being furnished_ with nursing and attendant's . service .

Under the . act of August 27, 1888 (25 State 450), as amended, the

pays ea state for each disabled veteran in a state soldiers '

home onehalf ofthe cost of maintaining the veteran or W0 ,

whichever is the lesser amount . Thus, an award of -an aid and at-.

tendance :allowance-to A disabled veteran being maintained in a

state soldiers' .home results in the Government paying part of the

cost- offurnishing nursing and attendant's service to the veteran

in addition to paying the full allowance to the veteran,

8 . Di sbursingwpene~ f 1t_ uav l.Ont s

Our examination in-the two VA Washington offices disclosed

-only a few instances where-benefit payments had not been made in

accordance with award-actions ; .the errors were of minor importar e ®

The attainment of the high .. degree of accuracy in processing .



benefit payments under the present system is largely dependent o n

the integrity and competence of individual employees . We believe

that assurance of the propriety of benefit payments should be at -

tained to a greater degree through accounting and procedural con -

trol . Such control could be readily attained under a mechanized

method of operation . We also believe that the adoption of a full y

mechanized system providing for a complete integration of all pay-

ing, disbursing, and related functions would result in a more effi -

cient and economical operation . (See p . 91 . )

9 . Erroneous benefitpAyment s

The Administration's policy provides that erroneous benefi t

payments on an award will constitute an overpayment subject to re-

covery where there is no legal basis whatsoever for the award . We

believe the policy is consistent with the statute . It appears ,

however, that the policy precludes many erroneous payments from bee

ing regarded as overpayment since they result more frequentl y

from some incorrect action taken or failure to take some require d

action on awards after they have been granted rather than from th e

improper granting of the awards .

We recommend that the Administration give consideration to de -

veloping and adopting a single instructional directive settin g

forth the policy for consideration of erroneous payments . We be-

lieve that it would tend to assure that proper and consistent con -

cedure

sideration is

consideration

so that management will be apprised of all erroneous pay -

given to erroneous payments . We recommend also that

be given to establishing a reporting and review pro -

ments and can determine the propriety of the treatment accorded



them and the need for measures to minimize erroneous payments .

'(See p . 86 . )

10 . VA control over operations

The VA procedures provide that a disability rating will be as-

signed to a veteran's disability by a rating board comprised o f

three members, one of whom is a physician ; that the adjudication

determinations will be made by adjudicators and approved by author -

ization officers ; that adjudication operations will be reviewed by

field supervisors ; and that the payment of benefits will be au-

dited by fiscal auditors .

We believe that the use of a three-man rating board for rat ®

'ng veterans' disabilities provides the Administrator of Veteran s

Affairs with reasonable assurance that the degree of a veteran' s

disabilities is established in accordance with the provisions o f

the rating schedules . However, our examination in the VA Washing-

ton offices did disclose cases where the ratings assigned wer e

questionable . Consideration of these cases resulted in the as-

signed disability ratings being changed in a number of instances ,

either through a reevaluation of existing medical evidence or o n

basisof new physical examinations of the veteran . (See pp . 43

50.) As indicated in the comments on page 28, many of th e

questioned determinations were made during World War II and the im

mediate postwar period when they may not have been given the re -

quired degree of consideration because of the need to adjudicat e

a large number of claims with a minimum of delay . As a result of

a preliminary report on our findings, the VA initiated a review o f

compensation and pension cases administered in its various offices .

The reviews are being made by adjudication personnel .



period of our examination the VA established an in-

ae:c'nalaudit service in the VA Controller t s Office® We have boom:

informed that one of the functions of this service is the evalua -

tion of adjudication procedures, practices, and other prescribe d

control measures to determine their adequacy and effectiveness ®

We recommend that the internal audit service evaluate the effec-

of the reviews of compensation and pension cases that ar e

now being made by the adjudication personnel . We further recom-

mend that consideration be given to determining whether the revie w

of the current adjudication operations in field offices now bein g

by field supervisors is sufficiently broad in scope to dis-

close whether award adjudications are being made in accordanc e

with regulations and prescribed procedures and whether there are

weaknesses in the operations requiring corrective actions



,I}J[JI?ICATIOq 	 OFCOMPENaA„TION	 !'NO PENSION BEN'LFIT CLAIMS

The Washington Veterans Benefits Office administers compensa

Lion and pension cases for living veterans within its jurisdic-

tional area, for all veterans who are employed by the Veterans Ad -

ministration, and for veterans and survivors of deceased veteran s

who served in the Armed Forces before 1903 or who reside in foreign

countries . At the time of our examination, the cases now adminis -

tered in this office were being administered in the Washington Re -

gionalOffice .and the Central Office . The following tabulation

indicates the number and type of cases that had been administered

in-each office :

Washington
ibnOffice	 Central .Office

	

Payments

	

Payment s

	

Number in fiscal

	

Number

	

in fiscal

	

of cases year 1 52

	

of_casee

	

year .. 1 2

World-War I

	

6,104

	

4,842,259

	

16,237 $0 14,241,654
World War II

	

20,756

	

11,142,455

	

50,830

	

51,89 0 ,7 86
Korean-Conflict

	

159

	

52,989

	

1,661

	

4,403f363

Regular establishment 1,17L _.g.5.1„236 	 5,b2$

	

5,173,46

	

28,193 16,888,839

	

74,356

	

75,709,349

	

171,335

	

150 ,?a6.~,974 -

245,691 $226 1436,32 328,193 $16,888839



Payments
Number

	

in fisca l
of cases

	

e r 1 5 2

Payments to veterans :
Compensation for service-

connected disabilitie s
Pensions for non-service -

connected disabilitie s

Payments to survivors of deceased
veterans :

Compensation for service -
connected death

Pensions for non-service -
connected death

and the prescribed regulations and procedures involvess(1) exam-

ining - the claimant's application, obtaining required documentar y

support—such as evidence of service in the Armed Forces, condi-

discharge . medical reports, and evidence of dependency---

and arranging for the physical examination of the veteran ; (2 )

evaluating the assembled data to determine basic entitlement t o

the benefits claimed, the existence and degree of a veteran's die -

ability, and whether it . is attributable to service in the Arme d

Forces ; (3) notifying theclaimant of the adjudicated.. decision-and

authorizing payment action if an award is granted, and (4) amend-

ingawards-previously granted when a change occurs in a veteran' s

disability . or family status®

53, 873 $ 34,291,38 3

5 ,J

	

_91,12	 2,99.

139 .0'3,

	

1] . ,22

39,338

	 95,509

Ia 8l.

273,884

51,064,07 1

59 . 1!7,39-

110,, ,?11,,'~0

$243,325,162

various benefit laws

The adjudi atlon functions are performed in an adjudicatio n

division comprised of authorization units and rating boards . The



authorization units : are responsible for assembling the data noe s

eary for evaluation of claims, determining that legal, as opposed .

to physical, requirements are met, .notifyring claimants of adjudicae

tion-action, and authorizing payment of awards . The rating boards

.are responsible for .evaluating medical reports and other data t o

determine the degree of a veteran's disability and Whether .it i-4.

attributable to service in the Armed Forces . As an indication of

the importance of these functions, a determination that a veteran' s

existing-disability resulted from service in the Armed Forces ma y

the veteran not only to disability compensation benefit s

during his entire lifetime . but may, under certain conditions, also .

entitle hi-s wife, children, and dependent parents to benefits

after his decease .

Our . examination of compensation and pension cases included

all types except those classified in the summery on page

as - "Other wars ." It included a comprehensive review of all ad-

Judication determinations having a bearing on an award of benefit s

The extent of the examination and the number of cases in which crr-

rec give action was . taken or is . pending follow :

Washington
Regional Central
Office

	

Offic

28]93 74,356

1,655 3,475
5 .9% 4 .7%

41 352
2 .5% 10 tl%

Number of cases of type examined (see p . 23 )

-Number of cases examined
Percent of tota l

:Number of cases in which corrective action wa s
taken or is pending

Percent of cases examined

25



n addition to the foregoing 393 eases in which corrective action

was taken or is pending, we noted 23 8 - cases in :the Washington Rem

gional Office and 115 cases in-the Central-Office . where the--pre

scribed regulations or procedures had not been completely followed

merits were required in the current benefit payments . A summary of

the cases examined and questioned by type of benefit is presente d

as appendix B .

The nature of the action taken or to be taken in respect t o

cases is as follows :

Numbe r
of

Benefits awarded

	

2
Increase in benefit payments

	

1 : 1
aeduotion in benefit payments

	

24
Discontinuance of benefit payments

	

31
Suspension of pension payments

	

6
Change in effective date of graduated reduc-

tions in payments on tubercular oases

81

Erroneous payments established as overpay -
-merits (note a)

	

15
Payment of additional benefits for prior pe -

riods (note b)

	

5 0
Corrective action dependent on :

Obtaining reports of death from service
departments (see P . 75),,

	

218
Evaluating reports of physical examine .-

_

	

to be made at a future date

	

14
Obtaining other evidentiary data

	

242

393

aErroneouspayments were also established as recoverable
overpayments 1n fivecases where benefit payments were re-
duced - or discontinued @

bRetroactive payments were also made in 32 cases where ben-
efit payments were &Warded,. increased, or otherwise
changed .



As indicated in the foregoing tabulation, changes have been

made in awards in 81 cases and determinations remain to be made o f

the propriety' of awards in 28 cases and of the possible need fo r

further retroactive payments in 218 cases . Of erroneous payments

totaling 67,638 in . 42 cases, the . VA established $24,166 in-1 9

cases as overpayments subject to recovery . (See p . .87 .) The pay-

ments of additional benefits for prior periods to the beneficiarie s

,in the :82 .cases amounted to $43,156 .

Our examination disclosed also a number of minor errors whic h

we brought to . the . attention of the VA for consideration . We

pointed out also that stop-payment orders were not being accorde d

the priority-of consideration necessary for a prompt termination .

-of the:-payments .

-Although-our examination resulted in the adjustments summa-

rized in ..the foregoing tabulation, it did not disclose any sp e

eific. pattern of weakness in the adjudication operations . - However ,

of the 55 cases - where benefit payments were reduced or discon a

tinued, 47-cases had been considered . or treated as "static ." Iti . e

static"-case-benefit. payments normally continu e . unchanged unti l

-theyare questioned by the veteran . The reduction or discontinu.a- -

tion of.- benefit payments in the 55 cases is equivalent to a de -

crease in payments of about $28,110 on an annual - basis . The in-

crease in-benefit payments in the 13 cases where awards wer e

amended or increased amount . to about $3,550 . This net decrease of

$24,560 in annual benefit payments. resulting from-the changes mad e

in awards is equivalent to about 1/2 of 1 percent of the total an a

nu~lpayments on the cases examined . The monetary adjustments



indicated above are not necessarily indicative of what might be

found if the entire case load were to be examined, since ou r

.samples-included more than a proportionate share of cases in .the

-higher disability ratings where an error in award action might re-

sult-in a larger-than-average monetary adjustment .

The majority of the questioned determinations were made dur-

ing World War II and the immediate postwar period . The chairman

of the VA Rating Board, in a report dated January 21, 1952 .(see

appendix A), stated that the release of many servicemen from th e

.Armed Forces upon the cessation of hostilities resulted in the .

need to adjudicate a great number of claims with a . minimum of de -

lay. He stated also that this resulted in some failure to develo p

available . evidentiary leads and to carefully review all available

evidence as well as a tendency to resolve doubts in favor of-th e

veteran instead of settling them by procurement of evidence . He

further stated that this haste necessitates a systematic review o f

the adjudications but that such a review has been impossible be -

cause of reduced administrative appropriations . However, .the V A

did initiate a review of the compensation and pension cases admin -

istered in its .various offices after the issuance of a memorandum

by theGeneral. Accounting Office in January 1954 which summarized

the-tentative findings of a review of compensation and pension

-cases in the Washington Regional Office . These reviews are being

m;ide by adjudication personnel . The findings of their initial re--

view:, together with the findings of our examination of cases in

two-Washington offices, should enable the VA to definitely



determine the need for and scope of their review and those areas

where procedures or practices should be changed or internal con -

trol measures strengthened in order to assure that benefit pay -

are awarded properly in all cases e

The cases in which the benefit payments were questioned ar e

surnrnarized below by type of determination. Comments on the eases

are contained in the. following sections of this report on the indi-

Number of case s
Washington
Regional Centra l
Office Office

Basieentitlement of veterans to compensation
and pension benefits (see pp . 30 to 39 )

Rating of veterans' disabilities (see pp . 40 to
52 )

Physical examinations of veterans (see pp . 53to 61 )

Pensions to veterans and dependents of decease d
veterans (see pp . 62 to 69 )

Dependency allowances (see pp . 70 to 74 )

Commencement, adjustment, and termination o f
benefit-payments (see pp . 75 to 84 )

Jurisdiction over cases (see p . 84)

9

	

3

11

198 126

33 21

2 13

291

279 467



BASIC ENTITLEMENT OF VETERANS TO COMPENSATION
AND PEiNNSION BENEFIT S

The statutes and the VA regulations prescribe the persons who

entitled to receive disability compensation and pension bone-

To be entitled to either type of benefit, a veteran must

have served in the Armed Forces during certain prescribed periods

and must have been discharged under conditions other than disc

honorable . He is entitled to disability compensation if his exist -

ing disease or injury was incurred in line of duty and not the re

suit of willful misconduct . He is entitled to a pension if he i s

permanently and totally disabled not as a result of service in th e

Armed Forces .

Required. period of servic e

Our examination of individual cases disclosed only one in-

stance where a veteran who had not served during the prescribed

periods was awarded benefits . In this case the Washington

Regional Office awarded the veteran an allowance of $1,600 toward

the purchase of an automobile under Public Law l 7,Eighty-second

Congress . This law specifically prescribes that such allowance s

may be granted only to veterans who incurred certain specified

disabilities during World War II, which by Presidential proclama -

ti©n was deemed to have ended on December 31, 1946, or after

June 2 .6, 1950, the beginning of the Korean Conflict . . However ,

this veteran became disabled during an enlistment period whic h

began on March 17., 1947, and ended-on September 2g,-194$ . The

error ;.n granting . the allowance- wasbrough t . to the attention of

the VA andthe veteran was notified on May 26, 1953, that-the



allowance would have to be refunded . The veteran indicated that

repayment of the allowance would necessitate great hardship and

would in effect be impossible . Under Public Law 1$7 the Admini se

trator of Veterans Affairs has no authority to waive the recover y

of any incorrect payments made under that law . An appeal by th e

veteran to the Board of Veterans Appeals was denied and arrange-

ments have been made for the repayment of the $1,600 by off se t

against

Line: of

disability compensation benefit payments .

	dutyand willfulmisconduct

The statutory requirement that a veteran's disability must b e

incurred . in line of duty and not the result of willful misconduct .

not met if the disease or injury was contracted when he (1) wa s

avoiding duty by desertion or by absenting himself without leave

so as to materially interfere with the performance of military

duty or (2) was confined under sentence of court martial or civil

court, unless the sentence of the court martial did not involve an

unremitted dishonorable discharge or the conviction by a civi l

court did not involve a felony .

Our examination disclosed that adjudication personnel doe s

always consider the circumstances surrounding the incurrenc e

of disabilities to the . extent . necessary to determine whether they

were incurred in line of duty and not the result of willful mi s

conduct . Reports by the service departments indicating that a

veteran's injuries were the result of his willful misconduct do

not always give rise to further investigation to determine whether

the circumstances are of a nature that could be a bar to his en-

titlement to benefits .



The facts relating to two cases in the Washington Regional

Office are illustrative of what appears to be inadequate consider-

ation in arriving at these determinations . In one case a veteran__`. ._ _

was awarded benefits although the service department had indicated

that the injury was incurred while the veteran was engaged in a

"drinking bout" and that it was due to his own willful misconduct .

We brought this case to the attention of the VA and upon further

investigation the award was terminated . The incorrect payment s

totaled $4,461 . The case was being treated as "state" and the

payments might have continued indefinitely. The termination of

award has been appealed by the veteran to the Board of Veter-

ans Appeals, In the other case the veteran was inured in a traf7j

fic accident in Italy. The Army reported that he was absent with-

out leave, was in unauthorized possession of a vehicle, and that

the injury was not incurred in line of duty . This case was also

brought to the attention of the VA . However, further investiga-

tion by the VA indicated that the award was proper because the

veteran had not absented himself from duty so as to unduly pre-

clude his performance of duty and the possession of the vehicle

was not the cause of the injury sustained . In neither of thes e

two cases did the claims folder contain sufficient information t o

support the original determination that the veteran was entitle d

to compensation for a service-connected disability . However ,

since the time those determinations were made, the VA procedure s

have been changed . Adjudicators are now required to submit a

memorandum of their findings and conclusions to the authorization

officer for consideration and approval before an award is granted .



also noted a case in the Central Office where it had . been

determined that ..a veteran's disabilities had been incurred in lino

of duty although no report had been obtained from the service de-

partmen, . Upon our submission of the case to the VA, they :ob-

teined the necessary information from the service department .

ated that the veteran's disabilities had been incurred i n

what soevey .

than dishonorable

VA regulations and procedures provide general criteri a

for determining whether discharges from the Armed Forces are unde r

conditions other than dishonorable . They provide that undesirable

discharges will generally be considered as under dishonorable con -

ditions and a bar to entitlement to benefits . However, certain

cases must be submitted to the Central Office for consideratio n

and decision.

Our examination disclosed one case in the Washington Regiona l

Office of a nature which should have been submitted to the Central

Office for a determination of the veteran's entitlement to d .s e

ability compensation benefits . The regional office first denied

the veteran's claim for compensation . Thereafter, the case was

reviewed by a committee comprised of members of that office . The

committee held that the veteran's discharge was under condition s

other than dishonorable and benefits were awarded as of June 25 ,

1951, on the basis of a 100 percent disability rating . The VA

reconsidered the propriety of the award in 1953 after we pointed



out the failure of the regional office to follow the prescribe d

procedure . They determined that the service department had

changed the discharge given to the veteran to a type that would

entitle him to benefits . However, under the VA regulations the

benefits would be payable only from the date on which the servic e

department made the change in the type of discharge .

Service connected disability

In evaluating a veteran's claim for disability compensation ,

it is necessary to determine whether the disease or injury come

plained of actually exists and whether it was incurred in service ,

or, if not, the extent to which it was aggravated while in service .

In determining whether a veteran's existing disease or injury wa s

incurred while in service, it is necessary to establish that i t

did not exist before he entered the service and that there i s

evidence of its manifestation while he was in service . Where a

veteran's disease or injury existed before he entered the service ,

it is necessary to establish the extent of the disease or injury

at time of his entrance into service and the extent of its aggra-

vation while he was in service .

Physicalconditionat time of induction

The statutes provide that every person employed in the active

military or naval service shall be taken to have been in sound

condition when examined, accepted, and enrolled except as to de -

recta, infirmities, and disorders noted at that time or wher e

clear and unmistakable evidence demonstrates that the injury o r

disease existed before his acceptance or enrollment in the service



and was not aggravated by such service . Therefore, the VA deter-

minationof the service connection of a veteran's disabilities i s

dependent to a very great extent upon the accuracy and complete -

of the report on his physical examination at the time of hi s

induction into the service .

Our examination of cases disclosed instances where an induc -

tion physical examination report indicated that a veteran's die -

ability existed at the time of his entrance into service but th e

report was not sufficiently detailed or complete to enable the V A

to retroactively rate his physical condition as of that time . As

a result, veterans are sometimes awarded compensation on the basi s

of their disabilities having been incurred in service rather than

on the basis of their aggravation while in service . In a state-

ment (see appendix A) regarding various aspects of disabilit y

rating problems, the Chairman of the VA Rating Hoard pointed ou t

the difficulty in correctly evaluating a veteran's disability o n

the basis of an induction physical examination report . He also

indicated that in many instances the induction physical examina-

tion reports do not give any indication of the existence of a

disability at the time of induction . In respect to one large

group of cases, he stated :

"we have, for example, around 60,000 peptic ulcer case s
on the World War II service-connected rolls . A very large
proportion of the cases reviewed in Central Office repor t
history given en the treatment records during service of
some years of similar intermittent gastric distress . Had
they been examined with barium and fluoroscope, it is likely
that the defect or crater found in service would have bee n
found at enlistment . Had their history been carefully taken ,
it is likely that the episodes after discharge as to fre e
quency, severity, and dietary requirements would not be too
different than the episodes before service ."



The VA regulations properly provide that the mere recordin g

veteran's induction physical report of the preservice exist -

of a disability does not of itself constitute a notation o f

its existence at the time of induction . However, they also pro-

vide that the recording of a notation of a preservice disabilit y

be considered along with other material evidence in determin -

ing the time of inception of an existing disease or injury . The y

further provide that when after careful consideration of all pro -

curable and assembled data, a reasonable doubt exists as t o

whether the disease or injury was incurred in service or aggra-

vated while in service, the doubt will be resolved in favor of the

veteran .

Our review of cases indicates that the VA relies almost en-

tirelyon veterans' induction physical examination reports, doe s

not greatly endeavor to procure other evidence where there are in -

dications that a veteran's disabilities existed before his en-

trance into service, and prematurely resolves all doubts in favo r

of the veteran . Although neither a statement wade by a veteran

pertaining to his physical condition at time of induction nor a

notation on his physical induction report of the preservice exist -

of a disability is conclusive evidence that a disability

existed at time of his entrance into the service, the VA is not

precluded from recognizing the possibility that the disability may

have existed at that time or from attempting to obtain additional

evidence to enable a sound evaluation to be made of the veteran' s

physical condition at that time .



Our examination in the Washington Regional Office .disclosed

five cases where the veterans had been awarded compensation bene -

fits on the basis of their disabilities having been incurred i n

service although the case folders contained data which indicate d

the existence of the disabilities before their entrance into th e

service . These cases were brought to the attention of the VA . A

review of one case by the rating board resulted in the discontinu -

ance of the award on the ground that the record clearly established

that the veteran's disability existed at the time of his entranc e

into the service . The compensation payments from July 1, 1946, t o

April 30, 1953, based on the unsound initial determinatio n

amounted to $8,331 . Since the case was being treated as "static, '

the monthly payments could conceivably have been continued durin g

the remainder of the veteran's lifetime . In the second case the

VA adjudication personnel agree that the facts clearly indicat e

that the veteran's disabilities existed at the time of his en -

trance into the service . They stated, however, that the award

would not be discontinued because the original determination that

the veteran's disabilities had been incurred in the service was

correct under the operating instructions in effect in 1943 . In

our opinion, this is not a sound basis for the continuation of th e

particularly in view of VA Regulation 1009(A) which specif-

ically provides that disability ratings may be reversed or amended

where such reversal or amendment is clearly warranted by a change

in the law or by a specific change in its interpretation by the VA ,

The compensation payments amounted to $4,972 during the 10-year

period following the granting of the award in December 191+3 . They

IT



are being continued at the annual rate of $567 . In the third case

the adjudication officer was loath to question the rating board' s

decision made in 1936, and t ' a award continues unchanged . In the

fourth arse a current effort to obtain additional information t o

substantiate the information indicating that the veteran's dis c

abilities existed at the time of his entrance into the service wa s

to no avail, and no change was made in the award . In the fifth

case the award was discontinued on the basis of a current physica l

examination .

In the Central Office disability compensation awards were

discontinued in two cases after we raised a question as to whethe r

the veterans' disabilities had been incurred in or aggravated b f

service in the Armed Forces . In one case the award had been mad e

in 1946 by the Des Moines, Iowa, Regional Office . The administrae

Lion of this case had been assumed by the Centra] Office in 194 8

upon the employment of the veteran by the VP . The service depart-

ment's report indicated that the veteran had been discharged afte r

being in the service $9 days, only 5 of which were in an actual

duty status, the remaining $4 days having been spent in the hospi.

tal under treatment and observation, and that the veteran's dis-

ability existed before his entrance into the service and had not

been aggravated by service . The report also included a copy of a

civilian doctor's statement based on his examination of the vet -

eran about 3 months before he entered the service which substan -

tiated the service department's findings . The improper compensa-

tion payments from the commencement of the award payments on



August 23, 1946, to their discontinuance on September 30, 1953 ,

amount! to $3,72$ . A proper initial determination would also

have been a bar to the veteran 9 s entitlement to educational bene -

fits awarded on the ground that his disability was service in-

curred . In the second case compensation benefits had been awarde d

a veteran in 1946 without having obtained his complete medical

service record . This case was brought to the attention of the VA

induction and separation physical examination reports were

obtained They substantiated the fact that the veteran was no t

entitled to the award because his disabilities had not been in-

curred while in service . However, a later review of this case dis-

that the procedures pertaining to the severance of th e

award had not been complied with and that the compensation pay-

ments had not been discontinued . After bringing the case to the

attention of the VA a second time, the payments were discontinued

on May 31, 1.954 . The payments resulting from the improper initial

determination amounted to '1,432 .



RATING OF VETERANS' DISABILITIES

The act of March 20, 1933 (Public No . 2, 73d Cong .), author-

ized the President to prescribe by regulation the degrees of disa-

bility to be recognized, the rates of compensation payable for

each degree of disability, and such differentiation in the rates
as he may deem just and equitable . Veterans Regulation No . 3(a) ,

promulgated pursuant to the act, authorized the adoption of a

schedule of ratings of reductions in earning capacity from specifi c

injuries or combination of injuries based, as far as practicable ,

upon the average impairment of earning capacity resulting from

such injuries in civil occupations and the revision of the adopte d

schedules of ratings from time to time . Veterans' disabilitie s

are currently rated under the Schedule for Rating Disabilities ,

1945 Edition, a revised schedule which became effective on April 1 ,

1946 . The schedule provides 10 grades of disability ranging from

10 percent to 100 percent and classifies each of the many type s

and manifestations of injuries and diseases into one of the 1 0

grades of disability ratings .

The disability ratings provided in the rating schedules ar e

not based on an actual determination of the effect of the various

disabilities on the average earning capacity of individuals in

civil occupations . The Chairman of the VA Rating Schedule Board ,

in a statement dated January 21, 1952, regarding various aspect s

of the disability rating pVoblems (see appendix A), indicated that

the 1945 schedule is an outgrowth of other rating schedules whic h

had been in use at various times from 1921 to April 1, 1946 . He

stated that the disability ratings provided in the 1921 schedule



were not calculated on statistical or economic data regarding the

average reduction in earning capacities from any disability because

such data were not available and that they undoubtedly represented

the opinions of the physicians who had developed the schedules a s

to the effect of the various disabilities upon the earning capacity

of the average man . He also stated that the disability percentage

ratings provided in the 1945 schedule are based on very little cal -

culation but that they represent the consensus of informed opinio n

of experienced rating personnel, for the most part physicians, an d

reflect many compromises of their views . He further indicated the

possibility that some of the disability ratings established in th e

schedules and carried forward into the 1945 schedule may

be too high in view of the effect of medical rehabilitation pro -

grams and current opportunities for employment of disabled men .

he indicated also that, although some of the assigned dis -

ability ratings may be too high, they cannot conceivably be re -

duced As an illustration as to why soma cannot be reduced, he

pointed out that the 1921 schedule fixed the evaluation for pmti-

Bally 411 major amputations of the upper and lower extremities in .

a rational relationship to a 40 percent disability rating assigne d

to the'amputatlon of .one leg:and that the Congress- in 1930, al

though aware of the evaluations, had considered the payments inade-

quate and had provided- an additional allowance for . loss of or los s

of anyone extremity . He also pointed out . that the next

largest group of- disabilities is made up of psychoneurotic-reac -

tions for which he considered it impossible to calculate any ave r

age reduction in earning capacity .



The payment of the correct amount of benefits to a veteran .is

dependent onthe proper evaluation and rating of-his disabilities .

In those cases where it is reasonableto expect an improvement i n

-aveteran's physical condition, the proper rating of his disabili-

isdependent on the scheduling of future physical examin a

tions, the malting of the examinations, and the evaluation of th e

.examination reports .

A disability rating percentage is assigned to a veteran's dis -

abilities-bya rating board composed of three members, one of

which is a physician . .The determination of the rating to be as -

signed-to a veteran's disabilities is based on an evaluation o f

his physical examination . reports at the time of his induction int o

the service, while in service, at the time of his discharge from . . .

service, . and at`the time of his claim for compensation benefits ,

orat`the time of other scheduled physical examinations .

Whenever a veteran's disabilities are rated, a determinatio n

also required to be made as to whether it is reasonable to ex

pect an improvement in his . .. .physical condition, If it is believed ..

that a veteran's physical condition may improve, he is . scheduled

fora future .physical examination and a reevaluation of his dis a

bi_lties . If a veteran's disabilities are determined to be of suc h

a,nature that-no improvement can be reasonably expected, the cas e -

isconsidered to be ''static . " In such cases future physical exam---

inations are not . made . The disability rating and benefits awarde d

veteran continue unchanged . until such time as he requests a

change in his award .



About 88 percent or 2 .2 million ofall compensation and pen-

sion awards to veterans are considered or treated as "static "

Therefore, the need for sound procedures for definitely de -

termining and indicating when a case is to be treated as " static "

and strict adherence to such prescribed procedures cannot be over -

stressed .

Evaluation and ratin of disabilities

Our review of individual case folders disclosed some instances

where the assigned disability ratings did not appear to be war-

ranted by the medical evidence . These cases were discussed with

members of the rating boards . In some of the cases their explana-

tion of the reasons for the assignment of the disability ratings

seemed to be reasonable . In other cases neither the disabilit y

ratings nor the rates of payment could be justified, and the award s

discontinued or amended . The VA procedures provide that each

case and the medical evidence will be reviewed and evaluated b y

each of the three members of the rating boards . Thus, a disability

rating assigned to a case represents the consensus of opinion o f

the rating board members . However, since our questioning of as -

signed disability ratings has resulted in changes insome of th e

ratings, doubt arises as to whether all cases are being given the

required degree of consideration by rating board members .

In the Washington Regional Office the rating board was unable

to justify the disability rating assigned to 11 questioned cases .

The cases were reevaluated either on the existing medical evi-

dence or on the basis of physical reexaminations of the veterans .



These reevaluations resulted in the disability ratings being re-

duced in three cases, with corresponding reductions in the amount

of the compensation benefit payments, and in pension awards being

discontinued in two cases . In an additional case a pension award

was discontinued because the veteran failed to cooperate by not ap-

pearing for the scheduled physical examination . Four of these six

cases were being treated as "static," and monthly payments totaling

$150 might have been continued indefinitely . In another case the

reevaluation resulted in the determination that a higher disability

rating should have been assigned . This award was adjusted retroac -

tively to April 1, '946, and an additional payment of $1,293 .20

was made to the veteran .

In a Central Office case we noted that a veteran's disabili-

ties had been assigned a disability rating in excess of that au-

thorized by the rating schedule . A physical examination and re -

evaluation of the veteran's disabilities resulted in the discontin -

uance of the pension award . The error in this case resulted in a

probable overpayment of $1,952 . In another Central Office case a

veteran was rated as totally disabled on the ground that he was un -

employable . The case was referred to the rating board for revie w

because of the cancellation of a scheduled physical examination an d

the failure of-the-procedures to provide for a follow-up to de -

termine whether his disability continued . to cause him to be unem -

ployable . The action taken by the board resulted in determinin g

that the veteran had. been employed on a full-time basis for over .

13 months . The award was reduced to a. rating based on an
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evaluation of his disabilities only . The excess payment made dur-

ing the 13 months in which he was employed and not entitled to com e

pensation amounted to $949 .

Our review also disclosed two Washington Regional Office case s

where medical evidence had not been considered . In one case a re -

port of the physical examination of a veteran in 1948 had been

given no consideration by the rating board . This case was brought

to the attention of the VA . As a result, the veteran was given a

new physical examination, and based thereon the rating was reduced

ea of September 1, 1953 . The payments from the date of the earlie r

examination, which had not been evaluated, amounted to $1,807 .

The monthly payments might have been continued indefinitely sinc e

case was being treated as "static . " In the other case a hospi-

outpatient report establishing the date of arrest of a veteran' s

tubercular condition had not been considered . No overpayments oc-

curred since the rating schedule provided for the continuation o f

the 100 percent disability for 2 years from date of the arrest o f

the tubercular activity. However, the failure to give considera-

tion to the hospital report had the effect of the case being

treated as "static" and the compensation payments would have bee n

continued on the basis of a 100 percent disability rating and no t

reduced periodically as prescribed by the rating schedule .

We noted also five cases in the Central Office where ther e

was a failure to present documents pertaining to veterans' disabil -

ities to the rating board for their consideration . In two cases

the veterans' physical examination reports had not been evaluated .

In the other three cases the information was of a medical nature



and had a direct-bearing on the rating of the veterans° disabili-

ties, A submission of these cases to the rating board for consid-

eration resulted in the three veterans being given physical exami -

nations The evaluation of the examination reports resulted i n

awards being discontinued in three cases ; in a reduction in the

award in one case from a 100 percent disability rating to a 30 per -

cent rating, and in no change in the remaining case .

Tubercular case s

The Schedule for Rating Disabilities, 1945 Edition, provide s

for the rating of all active tubercular cases as 100 percent disa-

bling regardless of the extent of the activity . Extension 6 to

the schedule adopted on December 1, 1949, pursuant to Public Law

339, Eighty-first Congress, provides for graduated reductions i n

the rating during the years following the date of arrest of th e

tubercular activity . Before the adoption of Extension 6 the rating

schedule provided for similar reductions in the period following

arrest of tubercular activity, but they were spaced at differen t

intervals .

Our review of the disability ratings assigned to tubercula r

cases in the Washington Regional Office raised a question as t o

whether those cases that had been rated under the provisions of th e

rating schedule in effect before December 1, 1949, were being car e

rectly rerated under the more liberal provisions of Extension 6 t o

rating schedule .- The raising of the question indicated a-dif -

ference in opinion among adjudication personnel as to the manne r

in which a case should be rerated . Therefore one specific case

questioned was submitted to the Central Office for consideration,



That office agreed that the case had been incorrectly rated an d

that it should be rerated and that all similar case s

should be reviewed and corrective action taken . The rerating o f

the questioned case resulted in the veteran receiving an additiona l

payment of $245 and in an increase in the amount of the monthl y

payment that will result in his receiving an additional $440 .

Similar adjustments were also made in 19 other cases .

Our review of the cases in the Central Office also disclosed

one instance where the rating board had erroneously determined tha t

the graduated reductions provided by Extension 6 were not applica-

ble . The veteran was also being paid an aid and attendance allow -

ance for -a non-service-connected disability . The payment of both

compensation for a service-connected disability and an aid and at -

tendance allowance for a non-service-connected disability is pre-

cluded by VA regulations . It also developed that the aid and at -

tendance allowance was being paid at the rate applicable to a

service-connected disability . Upon our submission of the case to

rating board for review, the veteran was awarded pension bene -

fit payments for his non-service-connected disability since suc h

payments would exceed the amount of disability compensation pay -

The failure to pr rly rate the case from date of arrest

tubercular activity resultLt in an overpayment to the vetera n

of $3,359 . The rerating of the ease precluded the continuation o f

excessive payments of about $110 per month . These excessive pay-

ments could conceivably have continued during the remaining lif e

of the veteran since the case was being treated as " static . " In a

Washington Regional Office case the graduated reduction in the



rating had not been made effective until about 13 months after th e

date on which it should have become effective . Compensation pays

menu totaling $1,448 could have been avoided by proper considera-

tion of the medical evidence contained in the claims folder .

The Schedule for Rating Disabilities, 1945 Edition, provide s

that a veteran who has tuberculosis and is receiving pneumothorax

treatment will be rated as though he has active tuberculosis . Our

review in the Washington Regional Office disclosed four cases tha t

had not been properly rated . These cases were brought to the at-

tention of the VA . In one case the corrective action taken re-

sulted in an additional payment of $1,248 .95 being made to the vet -

eran and in an increase in the amount of the monthly payment tha t

will result in his receiving an additional $565 . In another cas e

the rating was based on the commencement of pneumo treatment o n

February 14, 1947, and the arrest of the tubercular activity on

December 3, 1951, although information in the claims folder indi -

cated that the treatment had been commenced on November 11, 1944 ,

and that the tubercular activity had been arrested on February 11 ,

This incorrect rating resulted in an overpayment of $3,768 .

The correction of the rating precludes additional incorrect pay-

ments of $2,036 from being made . In two other lases the amendment

ratings to conform with the prescribed rating schedule wil l

preclude erroneous payments of $1,436 from being made .

Publ Law 339, Eighty-first Congress, provides that, if a

veteran fails to follow prescribed treatment or to submit to a re -

-quested physical examination, the disability rating in the 2-year



period following the date of arrest of tubercular activity may b e

reduced from 100 percent to 50 percent . Our discussions with

rating board members and the Medical Division tuberculosis special-

ists indicate that the procedures for notifying the rating boar d

of cases where the veterans failed to follow prescribed treatmen t

or do not submit to requested physical exalrinatiors were not bein g

followed, The Medical Division was reporting cases of this type

only upon the specific request of the rating board, The Medica l

Division indicated their belief that no real harm had resulted from

the failure to follow the procedures since most veterans do follo w

prescribed treatment and do submit to scheduled examinations .

ever, they indicated that in the future they would adhere to the

prescribed procedures .

Convalescent cases

The rating schedule provides that a convalescent rating mey

be assigned to a veteran's disabilities for a period not to excee d

Our review of Central Office cases disclosed that a vet-

eran had been assigned a 50 percent convalescent rating in 1945 and

he had been given a physical examination within 1 year fro m

the assignment of the convalescent sating . However, the evalua-

tionof the physical examination report and the assignment of a 2 0

percent disability rating was deferred for about 4 years . The ex-

cess compensation payments that could have been avoided by a prompt

evaluation of the physical examination report amounted to $1,838 .

Assignment of	 disability ratings
or ra et`-`ocoinpensation

The VA regulations prohibit the combination of separate rat-

Inge made under different rating schedules . We noted one case in



the Central Office where the disability rating of 50 percent repre -

sented the combination of separate ratings made under the 1925 and

1945 rating schedules . This violation of procedure was brought to

the attention of the rating board, and a revised rating of 36 per-

cent was established under the 1925 rating schedule . The error

had resulted in incorrect payments having been made for 7 years

totaling $2,862 .

In a Washington Regional Office case the combining of separat e

ratings under the 1945 schedule resulted in the assignment of to o

low a disability percentage rating . In addition to correcting th e

rating, a retroactive payment of $1,503 .53 to the veteran was re-

gui•red

We noted also two cases in the Washington Regional Offic e

where the payments were not based on the correct rates . Adjust-

ments in these cases resulted in the veterans receiving additiona l

payments totaling $292 . In another case the payments had bee n

based on wartime rates instead of peacetime rates . In two other.

Washington Regional Office cases incorrect disability percentag e

ratings had been assigned . These ratings were adjusted . In one

case the total overpayments during the prod when the case had

been rated incorrectly amounted to $494 . In the other case the

correction resulted in an additional payment to the veteran o f

$1,350 .80 .

The statutes provide for the payment of a pension to a vet

- permanently and totally disabled as a result of a non e

service-connected disabilityprovided : leis income does not exceed .



prescribed limitations . They provide also that a non-service -

connected disability which is reasonably certain to continu e

throughout the life of a veteran maybe classified as total if it
is of a nature that would make it impossible for the average person
to follow a substantially gainful occupation . The disability of a

veteran who applies for a non-service-connected disability pension

is rated in accordance with the disability percentage ratings pre -

scribed in the Schedule for Rating Disabilities, 1945 Edition ,

used in rating service-connected disabilities . Extension 5 to the

schedule provides that when a veteran attains the age of 55 hi s

permanent disabilities may be rated as total if the disabilitie s

are ratable under the rating schedule at 60 percent and if, in

Judgment of the rating agency, he is unable to secure or follo w

a substantial or gainful occupation because of his disability .

requirement that the permanent disabilities must be ratable a t

60 percent under the schedule is reduced to 50 percent upon th e

attainment of age 60 and further reduced to 10 percent upon the at -

tainment of age 65 .

The VA procedures provide for extensive criteria for determin e

veteran's unemployability when his permanent disabilitie s

are ratable at less than 100 percent . However, our review in the

Washington Regional Office of pension awards made 4n 1953 to 24

veterans over 65 years of age whose disabilities were not rate d

above U percent indicated little evidence that consideration had

been (riven to the 1'reecribed criteria . These cases were reviewe d

with the adjudication officer A further review of 12 of the case s

eau made by the Chairman of the Central Office Rating Schedule



Board ,

rather

He agreed that some of the awards had been granted o n

sparse evidence . He stated that notwithstanding the pre

scribed criteria, it is not expected that a great deal of evidence

will be accumulated in support of t finding that a veteran's unem-

ployment is due to his disability or that he is in fact unemploy-

able . He also stated that the rating board determinations are gen-

erally based on statements of the Veteran and on physical examina -

tion reports and that it is doubtful whether many rating boards de -

termine whether a veteran of 65 years of age or older, who is a t

least 10 percent disabled, is unemployable because of his disabil-

ity . He further stated that most individuals are at least 10 per -

cent disabled upon attaining age 65 . Thus, most veterans upon at -

taining that age are treated as permanently and totally disable d

and entitled to pension if otherwise eligible .

In a Central Office case a veteran's non-service-connected dia- -

abilities had been rated as total and permanent even though infor-

mation in his claims folder indicated that he was employed on a

full-time basis by the VA . The rating board, upon our submission

of this case for reconsideration, held that the total and permanen t

disability rating was a clear and unmistakable error . The pension

award was discontinued and a disability compensation award wa s

granted for a lesser amount . The incorrect payments amounted to

only $173 However, since the case was being treated as "static, "

the improper payments might well have been continued for the re-

of the



PHYSICAL EXAMINaTiONS OF VETERANS

The VA procedures provide that when the evaluation of a vet-

eran°s disability indicates that his physical condition may im-

prove, a Request for Physical Examination, VA Form 8-2507, will b e

prepared and that a future physical examination file comprised o f

requests for physical examinations will be maintained . They also

provide that, before the date of the scheduled physical examina-

tion of a veteran, the request for his physical examination an d

his claims folder will be forwarded to the rating board for a re -

determination of the necessity for the examination . If it is de-

termined that the examination is to be made, the veteran is noti-

fied when and where to appear for the scheduled examination . If

the examination is determined . to be unnecessary, the cancellation

of the scheduled examination must be authorized by the Chairman o f

the Rating Board .

The procedures now provide for a positive notation to be mad e

each case rating sheet where a future physical examination of a

veteran is determined to be unnecessary because his disabilitie s

are of such a nature that an improvement cannot be reasonably ex-

pected. The procedures in effect before August 29, 1949, did not

provide for such a notation to be made on a case rating sheet .

For cases rated before that date, it is therefore impossible t o

determine by reference to the case folders whether actual deter-

minations had been made that physical examinations were unnecessary

or whether inadvertently future physical examinations may-not have -

been scheduled.



The VA current procedures appear to be adequate to assur e

that necessary future scheduled physical examinations will be mad e

and that thephysical-examination reports will be evaluated i n

.terms of the disability percentage ratings provided in the ratin g

schedules . However, - our examination disclosed variances from th e

prescribed procedures which result in required physical c amina e

:tions not-being scheduled, scheduled physical examinations not be ®

ing made, :••nd, as indicated on page 4 physical examination re -

Porte not being evaluated.

Importance of future physical ez_aminatioi~ f les

The proper continued administration of all cases that hav e

been determined not to be "static" is dependent upon the manner in

which the future physical examination file and the follow-up con -

trol file over authorized examinations are maintained . Unless the

prescribed procedures for the maintenance of these files ar e

strictly adhered to, there can be no assurance that required re-

evaluations of veterans , disabilities will be made . In the Cen-

tralOffice we noted two cases where future physical examination s

had been determined to be necessary but the Requests for Physica l

Examinations had not been included in the future physical examina-

tion file . This was -brought to the attention of the VA and the

necessary change was made in the file to assure the future consid °

e rat on of the cases.

At the time of our examination, the Central Office was . not

maintainingfuture physical examination files in accordance with

the prescribed procedures. A review of a physical examination

file maintained by the Central Disability Rating Board disclosed .



that -no action . had . been-taken in connection with 748 physical exe .

aminations that had been scheduled to be made during the period

from .Jully-1951 to July 31, 1953 . A.review by the. VA of 144 of

cases which had been scheduled for physical examinations be e

tween July - 1951 and .February 2$, 1953, disclosed that the contin®

ued administration over 71 of the. cases had been transferred t o

-- .regional:-offices without the required change having been made in .

the file . No reasons were advanced as to why the remaining 73

cases had not -received consideration . This matter was-brought to

the attention of the VA, and the necessary changes have been mad e

in the .practices to bring them into conformity with prescribe d

procedures . The Chairman of the Central Disability Rating-Board

- indicated .that a review would be made of all cases where the file

indicates that required examinations had not been made to determin e

required corrective action .

~tion on case rating sheet of "static'' status

Our examination disclosed 65 cases in the Washington Regiona l

Office and 53 cases. in the Central Office that had been rate d

.. :8ince `AugUst-29, 1949, .where future physical examinations had no t

been-scheduled-although there was no indication on the case ratin g

sheets that- the nonscheduling of the examinations was based on a

determination that they were unnecessary. We submitted 45 uses

where *_ .here was no-positive indication that future physical exam i .,-

nations were unnecessary to the rating board for review on the

ground that there seemed . to be , .likelihood ofimprovement in th e

physical condition of the veterans . In 20 of the 4.5 cases the
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rating board decided that an improvement in the physical conditio n

of the veterans could reasonably be expected . They, therefore ,

scheduled physical examinations to be made immediately in 17 ease s

and at a future date in three cases. The physical examinations

that were made resulted in a reduction in the compensation awards

in two cases and . the discontinuance of awards in two cases tha t

were being treated as "static . "

Cancellation of scheduled examination s

In the Washington Regional Office we noted 120 cases where

scheduled physical examinations had not been made although th e

cancellation of the examinations had not been authorized in ac-

cordancewith prescribed procedures . We were informed that the

scheduled examinations had been canceled during 1950 and 1951 whe n

a general review of cases was made to ascertain whether the necese

sity for physical reexaminations was being determined in accord-

ance with prescribed criteria so that unnecessary physical exami e

nations would not be made .

We noted also 33 cases in the Central Office where the sched e

ical examinations had not been made although a cancella e

of the examinations had not been authorized . These ease s

brought to the attention of the VA . Nineteen of the case s

scheduled for immediate physical examinations and 10 for ex-

aminations at. a future date .. Taro physical examinations . that were

` made resulted in increases Irk : aw<f. •ds in two cases, reduction i n

awards in four cases, and the discontinuance of awards in two

another case the award was discontinued because th e

veteran failed to cooperate by not appearing for the scheduled



examinations It is quite possible that compensation payments o f

about $1,600 would have been avoided in seven of these cases whic h

being treated as "static" if examinations had been made and

evaluated when originally scheduled .

Caseadministration assumed 	 by Central Office

The procedures provide that when the Central Office assume s

jurisdiction over the administration of a case previously adminis-

tered by a regional office it will be reviewed to ascertain

- whethera determination had been made that a future physical exam-

ination was unnecessary or, if necessary, whether the scheduling

of the examination was evidenced by a Request for Physical Exami-

nation, If there is no indication that a determination had bee n

made by the regional office, it must be made by the Central Offic e

Rating Board .

Our examination in the Central Office disclosed that these

are not always made in a manner that will assure th e

proper continued administration of the cases . In 17 cases future

physical examinations that had been scheduled by the regional of-

fices before the administration of the cases was transferred t o

the Central Office were never made by that office . The fact tha t

they had not been made was unknown . These cases were brought to

the attention of the VA a:d immediate physical examinations wer e

scheduled . The examinations resulted in an increase in the award

in one case, reduction in awards in four cases, and discontinuanc e

the awards in four cases . In an additional case the award wa s

discontinued because the veteran failed to cooperate by not
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appearing: - or-the scheduled physical examinations . The compensa-

tion payments during the period when these cases were treated a s

"static s " without physical examinations having been made amounted

to $8,0'+6 .

In seven cases where the continued administration was assumed

by the Central Office, determinations as to whether physical exam-

inations were necessary had not been made by the Central Offic e

Rating Board even though determinations had not been made before

the cases were transferred to the Central Office . These cases

were brought to the attention of the VA . Physical examination s

were scheduled to be made immediately in four cases and at a fu-

ture date in one case. The immediate examinations resulted in re -

ductions in awards in two cases and a discontinuance of the award

in one case . Payments during the period when they had been treate d

as "static" amounted to X6,093 .

At the time of our examination, we were informed that the

Central Office Rating Board was reviewing all cases received fro m

regional offices on which benefit payments are currently being

made to determine whether future physical examinations are neces -

sary. However, there is no definite assurance under the curren t

practices that Requests for Physical Examinations scheduled by re-

gional offices before the cases were transferred to the Centra l

Office have been received and are included in the future physica l

examination

Examination. of veterar[s ini.tla11i rated `en th e
basis.ofservice departmentmedical rc c'rt s

regulations and procedures provide that a disabilit y

percentage rating assigneo to a veteran"s disabilities on the
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basis of an evaluation of service department reports will be only

a temporary rating and that every veteran awarded compensation o r

pension benefits on that basis must be later examined by the VA .

In some instances the physical examinations must be made within 1

year of the veteran's discharge, in other cases within 6 months .

Our examination disclosed 12 cases in the Washington Regiona l

Office, of which nine were Korean Conflict cases, where the re-

quired physical examinations of the veterans had not been mad e

within the prescribed periods although examinations had been

scheduled to be made at some future date . This departure from th e

prescribed regulations was brought to the attention of the VA . As

result, the veterans were given pnysical examinations . Thes e

examinations indicated that in three cases the veterans had no ex -

isting disabilities and the awards were discontinued . The benefi t

payments that had been made after the time when the examination s

should have been made amounted to $567. Additional improper pay-

mentsshat would have been made up to the time of the later sche d-

uled examinations would have amounted to $1,595 . In another cas e

the physical examination resulted in the assignment of a highe r

disability rating with a corresponding increase in the amount o f

the compensation benefit payments . In an additional case the con-

tinued administration of the case was transferred to another VA

regional office before an evaluation of the new physical examina -

had been made . The .VA-also. determined that physical examina-

not been scheduled in 22 other Korean eases . We noted.

also a case in the Washington Regional Office where a veteran had

tion

tions had



been awarded a pension for a non -service-connected disability with -

out having been given a physical examination .. This case was also

brought to the attention of the VA and, as:a result of a physica l

examination of the veteran in 1953, the award was discontinued .

There is a very strong indication that, if the veteran had been

examined in 1948, pension payments of about 13,400 could have been

avoided .

Our examination in the Central Office disclosed also 10 case s

where the required physical examinations of the veterans had no t

been made within the prescribed periods . The VA arranged for th e

examination of the veterans . The examinations resulted in the

continuation of the temporary rating in nine cases . One award wa s

discontinued because the veteran failed to cooperate by not ap-

pearing for the scheduled physical examination . The compensation

payments made in this case during the period when prescribed pro -

cedures had not been followed amounted to 8922 . We noted also an -

other case where the reexamination of a veteran was scheduled t o

be made at a date beyond the time prescribed by the regulations .

This case was brought to the attention of the VA . An immediate ex-

amination was scheduled and resulted in the discontinuance of th e

award and the avoidance of . the monthly payments which would have

made up to the date of the incorrectly scheduled examination .

Failure_ of veterans	 to_ , report
far scheduled` phys-"cal examination

The regulations provide that the award of . benefits to a vet -

eran will be discontinued if he fails to report fora schedule d

physical examination® 1n a Washington Regional . Office- ease . .a



veteran had not reported for a physical examination in Septembe r

1949 . Although the required notation of "failure to cooperate"

had been made on the case documents, the compensation payment s

were still tieing made in 1953 . Upon bringing this case to the at -

tention of the VA, a physical examination was scheduled for Febru-

ary 19,1953 . Upon the failure of the veteran to report for the

scheduled physical examination, the compensation payments were

discontinued. The payments made from September 1949, when th e

veteran first failed to report for a physical examination, to th e

the award was discontinued amounted to $605 .



PAYMCNT"__OP	 PENSIONMTO VET ERANS AND DEPENDENTS
.OF DECEASEDVETERANS 'JHOSI ANNUAL- INCOME EXCEEDS
THE PrSCRIFEDLIMITATIONS

review disclosed instances where persons have been pai d

pensions even though their annual income exceeded the prescribed

income limitations . This results primarily from the re q uiremen t

that the monthlypension be paid. to a pensioner throughout a yea r

provided his income for that year. does not exceed the prescribe d

income limitation . This necessitates . making monthly payments to to

pensioner before he has definite knowledge that his actual incom e

will exceed the income limitation . Therefore, the VA procedure s

provide that pensions will be paid on the basis of pensioners' es-

timates of their anticipated income for the year . Entitlement of

each pensioner to continue to receive a pension is determined a t

the beginning of each year based on an "income questionnaire" ye -•

quiredto be submitted by him showing information relating to hi s

anticipated income for the year, his actual income for the preced -

ing year, and his marital status . Excess pension payments re -

(1) certain weaknesses in the regulations, (2) de -

ficiencies-in the form cfthe income questionnaire, (3) absence of -

procedures for verifying the income information reported by pei

sinners to' the extent possible-by-reference to related informatio n

the claims folders, and (4) improper reporting of income by

pensioners .

The-VA regulations provide- that the payment-of pension will

be deferred until the end of the year when there is reason to be -

lieve that the pensioner's actual income will exceed the prescribed



limitation . We were informed, however, that in actual practic e

the payment of pension would be deferred under this regulation

only when a pensioner's income questionnaires for several years in-

dicated-that he had consistently reported anticipated annual in -

come in an amount less than the prescribed limitation when his in-

come actually exceeded the limitation . At the time of our examina

tion the regulations did not require pensioners to immediately no-

tify the VA of changes in their circumstances which result in a n

increase in the amount of anticipated income previously reporte d

nor did the regulations make provision for the recovery of pay -

made to a pensioner during a year in which his income ex-

ceeded the prescribed limitation .

fact that pension payments were being made to veteran s

when their income exceeded the prescribed limitations and that no

consideration was being given to recovery of the excess payments

was brought to the attention of the Administrator of Veterans Af-

fairs by the Comptroller General on November 25, 1953 (B-116692) .

The Administrator advised the Comptroller General on April 7, 1954 ,

that the matter was receiving careful study . On July 22, 1954, a

new regulation was promulgated which requires a pensioner to imme-

diately notify the VA when a change in his circumstances indicate s

that his income will exceed the income limitation . It provides

:that, in the event a pensioner fails to promptly notify the VA, all
payments made during the year in which it is later determined that

the pensioner's income exceeded the prescribed limitation will b e

treated as improper payments and will be subject to recovery . It

also provides that, if a pensioner promptly notifies the VA, the



payment of the pension will be discontinued as of the end of th e

month preceding the date of notification and that any payments

that have been made will not be treated as overpayments and sub ..

teat to recovery . We believe, however, that these payments shoul d

also be treated as overpayments subject to recovery .

An examination, in the Washington offices, of the income ques-

tionnaires of the persons whose pensions were discontinued fo r

1954 because they had reported anticipated income in excess of th e

prescribed limitations disclosed that 4.9 reported also that thei r

actual income for 1953 had exceeded the limitations . It is esti-

mated that these 49 pensioners were paid $17,350 more than the y

would have received in 1953 under the foregoing regulation . On

assumption that the same situation prevailed in other VA of -

flees, it is estimated that pension payments in 1953 were about

:2,800,000 more than they would have been if the new regulatio n

had been in effect . This estimate would be greater if considera-

tion were given to amounts paid in 1953 to persons whose incom e

exceeded the limitations but who reported anticipated income fo r

1954 below the limitations .

As previously indicated, the annual determination of a pea—

sinner's continued entitlement to receive pension is based on an

income questionnaire which he is required to submit at the begin .

ning of each year . When the .annual . determination indicates tha t

person is; not entitled to continue to receive pension, the dat e

on which the payment is discontinued is within a range of > arom

1 to 3 months after the beginning of the year because of the time .

required to obtain the income questionnaire, to make the .
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determination, and to process the stop-payment action . The

monthly payments made from the beginning of the year to the effec -

tive date of the discontinuance of the payments are not, even un-

der the new regulation, treated as overpayments subject to recov-

ery . We believe that the pensioners are not entitled to these pay-

menu and recommend that they be made subject to recovery .

	 ofincome	 cLuesti.onnaire,

Our review of the form of the annual income questionnaire re -

quired to be submitted to the VA by a person receiving a pension

caused us to believe that it did not adequately provide for the re -

porting of all information essential to a proper determination of

his continued entitlement to receive pension . The short-,omings in

the form of the income questionnaire were discussed with the VA .

As a result of our recommendations, a revised form of income ques -

tionnaire was adopted . The revisea form provides for a more de-

tailed reporting of income which must be considered in determinin g

continued entitlement to pension, specifically such items of i n

retirement and social security benefits, .yid contains in-

structione essential for proper reporting . The revised form pro-

vides also for reporting social security number and informatio n

relating to the filing of Federal income tax returns which may b e

helpful in verifying reported income .

revised form of income questionnaire was first used i n

making the 1954 determinations of vet.enans° continued entitlemen t

During-the period when most determinations are made ,

they resulted in payments being discontinued to about 2,200 more

persons than during the same period in the preceding year . We



believe that the use of the revised form of income questionnair e

enables the VA to make better determinations of veterans' contin-
uedentitlement to pension .

Weaknesses indetermining c ntinued 	 entitlement
to pension

Our examination of claims folders of persons receiving pen-

sions indicates some laxity in determining a pensioner's entitle-

ment or continued entitlement to pension . It disclosed instance s

where the determinations of continued entitlement to pension were

not based on a consideration of all available information relatin g

to income . We, therefore, recommend that consideration be give n

(1) to adopting procedures providing that the annual determina-

tions of a pensioner's continued entitlement to pension be based

not solely on the income questionnaire submitted but also upon con -

sideration of all information contained in the claims folder re-

lating to sources and amount of income and family status and

(2) to verifying, at least on a test or sampling basis, the income

reported by pensioners .

In one Washington Regional Office case a pension had been

awarded to a married veteran in 1950 . Payment of the pension wa s

continued through 1953 although the income questionnaires submit-

ted by the veteran for 1952 and 1953 did not fully disclose the

source or the amount of his income . An investigation by the Gen-

eral Accounting Office indicated that the veteran was receivin g

civil service retirement benefits . and that he and his wife- jointly

enjoyed an annual-income of about ten times the prescribed incom e

limitation . . The case was brought to the attention of the VA
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Their investigation confirmed our findings, and the award was dis -

continued on June 30, 1953 . The improper payments amounted t o

2,110 which is being repaid in installments by the veteran . The

VA is considering the case to determine whether the veteran's fail-
ure to properly report his income warrants a forefeiture of hi s

rights under the benefit laws . In another case reference to th e

claims folder would have disclosed that a retired VA employee had

given proper consideration "co civil service retirement bene $

fits in submitting income information . Upon our submitting thi s

case for review, the VA determined that the veteran was not enti v

tied to pension and the award was discoi ;t;inued . The improper pay -

2,738 . Awards were discontinued in two addAi- ..

tional cases upon a reevaluation of data in the claims folders .

one of these two cases the overpayment has been recovered .

Our examination disclosed also four cases in the Washingto n

Regional Office and one case in the Central Office where veterans

were being paid pensions on the basis of their income question-

naires which indicated that their anticipated income was less than

the prescribed limitation for a married veteran . However, the

claims folders relating to three of the Washington Regional Offic e

cases contained no evidence indicating that the veterans' marital

status had been established as required by the VA regulations . In

the fourth case the VA ruled that under the regulations the vet-

eran was . to be regarded as unmarried and the award was discontin -

ued .1 The failure to establish the veteran's marital status re -

sulted 1n an erroneous . payment of pension of .$3,465 In the Cen-

tral Office case reference to the claims folder would have



indicated that the veteran was unmarried . Payments of 41,096 ,

made on the basis of his income questionnaire and to which he wa s

not entitled, could have ten avoided .

We noted that many income questionnaires submitted by persons

receiving pensions did not contain information essential for deter -

mining continued entitlement to pensions . However, the payments

were continued although there is no indication that the necessary

information had been requested or obtained .

We noted also 20 cases in the Washington Regional Office and

cases in the Central Office where the claims folders did not

contain the required income questionnaires for one or more years .

The-regional office was unable to definitely establish whethe r

they had been received and misfiled or whether the required annual

determinations of continued entitlement to pension had been made .

Consideration has been given to adopting procedures to provide fo r

:more-effective control . In all but two of the Central Office

cases it was possible to establish entitlement to pension in the

year for which income questionnaires were not available by refer-

ence to questionnaires for later years . In these two oases the VA

required the veterans to submit income questionnaires for 1953 .

In one case the pension award was discontinued .

in rate of el ion

The statute provides for the rate of monthly pension to a ve t

eran tobe increased upon his attaining age 65 .or whena pension

has been paid continuously for 10 years . Our examination . in the

Washington Fie ;ional Office disclosed four cases where the increase

in'ehe rate of payment had not been scheduled to become effective



in accordance with prescribed procedures . Action has been taken

by the VA to assure that the changes in rate of payment will b e

made at the proper dates .



COMPENSATION TO DEPENDENTS OF DECEASED VETERANS AND
INCREASED COMPENSATION TO VETERANS FOR DEPENDENTS

The law provides that an unremarried widow, minor children ,

and dependent parents of a veteran who died as a result of a

service-connected disability are entitled to monthly compensatio n

a veteran receiving compensation for disabili -

ties rated at 50 percent or more Is entitled to additional compen -

sation if he has a wife or minor children or has parents dependen t

upon him for support ®

DeQ,ndenarenl,n,
The law originally required a determination of the dependenc y

of parents receiving compensation benefits to be made annually ®

However, this requirement was changed by Public Law 8440 Sevent y

fourth Congress, approved June 29, 1936 (38 U.S .C . 472a), which

authorized the Administrator of Veterans Affairs to require sub -

mission of proof of dependency whenever he deemed it necessary ®

During the course of our examination, we suggested to the Admin .

istrator that it could be advisable to make a current determina-

tion of the dependency of parents of deceased World War II veteran s

who were receiving compensation payments because no dependency re..

determinations had been made since the awards had been granted and
that the result might indicate how frequently thereafter such de-

terminations should be made . This suggestion resulted in the VA

making a determination of the current dependency status of parents .

deceased World War II veterans and also of parents of living

The determination of the dependency statue of parent s

of deceased World War II veterans resulted in awards being die -

continued in 13,900 oases, about6 percent of the number of



parents receiving compensation payments, with a reduction in an

nual compensation payments of about 7,700,000 . The determination

the dependency status of parents of living veterans of World

War II, of living veterans of the regular establishment discharge d

after December 1946, and of living veterans of the Korean Conflic t

who had been awarded additional compensation fo• dependent parent s

resulted in the allowances being discontinued to 3,575 veterans ,
about 15 percent of the total number of veterans receiving the al®

lowanoes, with an annual reduction in compensation payments o f

about 770,000 . We believe that the results of these two deter-

indicate the desirability of establishing the practic e

of making regular periodic redeterminations of the continued de -

pendency status of parents of both deceased and living veterans .

The VA regulations provide that parents of a veteran will be

held to be dependent if their income is insufficient to provid e

reasonable maintenance for themselves and certain members of thei r

family, They provide also that reasonable maintenance include s

not only housing, food, clothing, and medical care sufficient to

sustain life, but such items beyond_the bare necessities as wel l

as other requirements reasonably necessary to provide those con-

veniences-and comforts of life suitable to and consistent with

their reasonable mode of life . The regulations further provide

that parents shall be considered prima facie dependent when thei r

income does not exceed certain prescribed amounts .

The regulations provide that receipts of the following type s

Will oe disregarded in determining a parent's dependency :



Proceeds of insurance settlements under the War Ris k
Insurance Act, the World War Veterans Act, or the National
Service Life Insurance Act .

Pension or compensation under laws administered by the-V A

Benefits under the World War Adjusted Compensation Ac t -or
the Adjusted Compensation Payment Act .

4, Service Department's 6-months gratuity pay ,

5 . .Payments under the Mustering Out Payment Act, -194 4 0

6® Servicemen's indemnity under Public Law 23, Eighty-secon d
Congress .

' . Annuities under the Uniformed. Services Contingency Optien
Act, .1953 .

8 . Donations or assistance from charitable eources ,

We. have been informed that the Administration is currently eon -

$idering the propriety of its regulations which provide for dis-

regarding receipts of the foregoing types in determining the de -

-pendency of a parent, We believe that parents should be cors .idored

to - be dependent only if they are unable to provide for themselve s

and that a determination of a parent's dependency requires consid . ~

erationof his net worth and all of his income and-receipts re -

gardless of the source . Although the regulations indicate that a -

.

	

net worth has a bearing on his dependency status, the

extent of the consideration to be given to net worth appears to be .

left entirely. to the Judgment of the adjudicators, - . We believ e

sound and consistent determinations of parents' dependenc y

cannot be attained in the absence of sound criteria for consider .

net worth ,

The VA procedures do not require that the individual, claims :

?folders . contain a record indicating the oonsidera,tion given. by



the adjudicators to income and net worth in making either initial

determinations or redeter:ninations of the dependency status o f

;parents. We believe that it would be desirable for the procedure s

to require that these determinations be reduced to writing and re a

tained

The regulations provide that an award of additicnal compensa -

tion allowance to a veteran who has dependent parent ; is contin®

-gent only upon the establishment of the parent's dependency, tha t

insufficient income to. provide for reasonable maintenance . We

believe that the law requires and that the regulations should pro -

-vide that the continued payment of an additional compensation al -

lowance to a veteran for a dependent parent be contingent on hi s

contributing to their support . A limited investigation it a mi d

western section of the country by the Office of Investigations ,

General Accounting Office, disclosed instances where the additiona l

allowances were being paid to veterans who were not contributin g

the support of their parents or whose parents had died, Th e

dependency determinations by the VA also disclosed that in abou t

250 cases the veterans had failed to notify the VA of the deat h

f their dependent parents . The VA has indicated that considera -

tion ie-being given to making a survey at some future date t o

ascertain the entire family status of veterans .

Other.dejendency award s

Our examination-disclosed 15 cases where other dependenc y

benefits either had not been awarded or had been awarded inco r

rectlye In the Washington Regional Office additional allowance s

had not been awarded to two veterans for minor children, The .



making of these awards resulted in retroactive payments of $ 850

In the Central Office adjustments were made in nine cases, In

four ca es they involved retroactive payments of '4,748 ; current

payments were increased in two of the cases . In four cases the

benefit payments had been improperly awarded or had been commenced

terminated at incorrect dates which resulted in overpayments o f

y;2,_979 ;

of three

current payments were reduced in one case . Consideration

other cases had been deferred until further evidentiary



COMMENCEMENT ADJUSTMENT, ANDTERMINATION
OF BENEFIT PAYMENTS

Commencement of and adjustment of benefit payment s

The VA regulations provide that an award to a veteran of com-

pensation benefits relating to the same disability as that of a

previously disallowed claim will be commenced as of the date o f

submission of evidence that a compensable disability actually ex-

ists . In one Central Office case a veteran had been given two

physical examinations . The first physical examination did not in-

dicate the existence of a disability of compensable degree ; the

second examination did . However, the award was made effective a s

of the date of the first aysical examination instead of the date

of the second examination . This failure to follow the prescribed

regulation result ed in an overpayment of $110 .

The VA reo .ations provide also that the effective date of a n

increased award due co an amendment to the rating schedule, whic h

is applied on the initiative of the VA, is the date of the admin-

istrative determination to increase the award . However, in a Cen -

tral Office case, the increase in the award was made effective as

of the date of promulgation of the amendment to the rating sche d-

ule . The failure to make the increased award in accordance with

the prescribed regulation resulted in an excess payment of $530 .

Benefitstodependent s
ofdeceased Filipino veteran s

Public Law 419, Seventy-eighth Congress, approved September 7 ,

(3$ U .S .C . 733), provides that the effective date of an award

of death compensation or pension is the day following the date o f

a serviceman's death as established by the service department in



its report or finding of death provided the claim for the benefit s

is filed within a year after the date of the report or the finding .

provides also that benefits are not payable for any period

during which the dependent has received or is entitled to receiv e

all or a portion of the service pay of the deceased serviceman .

Our examination in the Central Office disclosed 21$ case s

where the payment cf benefits awarded to 284 dependents of Filipin o

servicemen had not commenced as of the effective date provided in

Public Law 419 . In the case of 257 claims, the benefit payment s

were commenced as of the date on which the claims had been file d

accordance with other provisions of law . In the case of 22

the payments were commenced on the day following the dat e

which the veterans' service records were furnished by the sere-

ice departments . In the case of the remaining five claims, there

appeared to be no basis for the date on which the payments wer e

commenced . An adjustment has been made of 25 awards to make the m

effective as of the date on which the claims had been filed or the

date on which dependency was established . The retroactive payment s

amounted to :15,114 . An adjustment of the remaining two claims was

deferred until additional evidence could be obtained .

We were informed by the VA that the payment of benefits ha d

not been made effective as of the day following the dates of th e

servicemen's death as shown in the reports furnished by the serv-

ice department because of the belief that the reports did not in-

dicate the correct dates on which the reports or findings of death

had been made and that to rely upon the information furnished



might result in improper retroactive °?ayments . However, many o f

the foregoing unadjusted claims were filed within a year after

1944, when the Armed Forces re-entered the Philippines ,

and it is extremely unlikely that the service departments ha d

taken any action to establish the dates of death of decease d

Filipino veterans before that date . Therefore, it would appear

that a dependent of a deceased Filipino veteran who filed a claim

within a year after October 1944, which is otherwise proper, woul d

be entitled to retroactive benefit payments even though there ma y

doubt as to the correctness of the date of the report o r

finding of death that was furnished by the service departmelt .

We have been informed that in March 1954 the service depart-

ment agreed to furnish reports to the VA which will definitely in -

dicate when the report or finding of a serviceman's death was made .

We have also been informed that the VA is considering the action to

be taken in respect to the adjustment of the awards to dependent s

of deceased Filipino veterans authorized by Public Law 419 .: Th e

VA instructions provide that a "diary file" will be maintained o f

all cases requiring adjudication action under this law . However,

examination disclosed that the diary file is incomplete, an d

it appears that the number of cases requiring adjustment will b e

determined only by a review of all Philippine cases .

Public Law 195, Eighty-first Congress, approved August 1, 1.949

(3$ U .S .C : 744), provides that a claimant who, at the time of it s

enactment, had been receiving compensation or pension benefits be -

cause of the disability or death of a veteran and who had been pre -

vented by conditions of war from filing the claim within the



in order for the benefits to become effective as

of the disability or death may, within one year

enactment of the act, file a claim for a retro

of the award to the date of the veteran's disc

service, incurrei_ve of the disability, or death .

in the Central Office disclosed 53 eases of claims

by dependents of deceased Filipino veterans for an adjustment o f

death compensation benefit payments retroactively to the estab-

lished dates of the veterans' death on which no adjudication ac e

tionhad been taken . These cases were brought to the at ;,ention o f

the VA . In 39 cases the prescribed adjustments were made . The

retroactive payments amounted to $12,218 . In 11 cases the adjust,

merits were deferred until certain additional evidence could be ob-

tained, and in three cases the adjustments were not required b e

cause the claimants had died . A record has not been maintained t o

show the number of other claims of this nature that have not bee n

adjudicated .

examination in the Central Office also disclosed 1 2

:Filipino cases where the awards had not been made effective as of

the date prescribed in the VA regulations . In seven cases the

benefit payments were commenced on the day following the date o n

which the veterans' service records were furnishedby the servic e

department . In another case there appeared to be no basis for the

date on which the payments were commenced . These eight cases were

brought to the attention of the VA, and the required adjnetment s

were made . They resulted in additional payments of 03,23$ being

made to the depenients of deceased veterans . In the four remaining

after the date; o f

active ad justment



he payments to the dependents were commenced before th e

date of the veterans' death or before the end of the period durin g

which they were receiving or were entitled to receive the servic e

pay of the deceased veterans . The VA is taking action to recover

the overpayments totaling %3,205 .

Reduction in or termination of benefit payment s

The VA regulations provide that the reduction in or discon -

tinuance of an award of pension or compensation benefits becaus e

of a change in a veteran's disability will become effective at th e

end of the month in which a 60-day grace period following the dat e

of the award action expires . The current statutes do not specif-

ically authorize the postponement of the effective date of diseon -

inuing or reducing an award . However, the practice is in con-

formity with that authorized by a section of the World War Vet-

erans Act, 1924, which section was repealed in 1933 . The grace pe-

riod was provided in order to allow a veteran a period in which

to contest the propriety of reducing or discontinuing his awar d

before it actually became effective .

The VA estimated that the immediate reduction or discontin-

uance of benefit payments on the awards that were reduced or dis-

continued during the year ended April 30, 1954, would have re-

sulted in a decrease of about 4 million dollars in the total ben-

efit payments . We believe that award actions reducing or discon -

tinuing benefit payments could be made effective promptly and, i f

modified as a result of being contested and reconsidered, the mod-

ifica on eculd be made effective retroactively to the date on



which the award action was initially taken . This would not de-

prive a veteran of any benefit payments to which it is finally de-

termined he is entitled .

The procedures provide that when the termination da'tefof a n

award is known at tl.e time the award is made it shall be shown o n

the award card and that the card will be verified after being pre -

The award card serves as authority to the Finance Division

to make the benefit payments . Where a termination date of a n

award is not shown on the award card, the payments will be con-

tinued indefinitely . Our review disclosed one case in the Wash-

ington Regional Office where the termination date had been omitte d

from the award card and payments had been improperly made for 6

This case was brought to the attention of the VA and th e

payments were discontinued in January 1953 . The erroneous pay-

ments of ti?2,179 were established as an overpayment subject to re-

covery . The veteran's request for waiver of recovery of the ever

payment was denied by the Central Office Committee on Waiver, .

The denial was affirmed by the Board of Veterans Appeals . In a

similar case the benefit payments had not been discontinued unti l

the veteran notified the VA that he was not entitled to receive



Suspensionof benefit ayments to veteran s
upon the r re-entry into sery c e

The VA regulations provide that compensation payments may no t

be paid to a veteran who is re^ei.ving active service pay and tha t

upon a veterans re-entry into active service the benefit payments

are to be suspended as of the date preceding his re-entry int o

service or, if the date of re-entry into service is not known, as

of the date of the last payment subject to future recovery of any

excess payments . We noted a case in the Central Office where com-

pensation payments had not been suspended for almost 3 months

after it was known that the veteran had re-entered the service an d

where the date of re-entry had not been determined 22 months later .

case was brought to the attention of the VA . An overpaymen t

was established, and effort is being made to effect collection .

Compensation paymentsto hospitalized veterans

The VA regulations require that disability compensation pay -

mentsto a veteran be reduced by the amount included for aid and

attendance during a period when he is in a VA hospital . We note d

one case in the Washington Regional Office where the required ad -

justment had not been made This resulted in an overpayment o f

$208 which has been recognized by the VA and collected .

The rating schedule provides that compensation payments to
a veteran for certain disabilities will be computed on the basi s

100 percent disability rating for any period in excess of 2 1

during which he is hospitalized . The increased compensation

payments are made effective on the 22d day of hospitalization .

They are required to be adjusted on the day following his discharge



from the hospital . The procedures provide that the adjudicatio n

division will authorize the adjustment in the compensation payment
to the veteran upon the receipt of a notification from the hospi-
tal that he has been discharged . However, at the time of our re -

view, the procedure did not provide for the necessary follow-up to

definitely ascertain that notifications were being promptly sub -

mitted, or even submitted at all, by the hospitals to the adjudica -

tion division and that timely reductions in compensation payment s

were being made .

Our examination in the Washington Regional Office disclose d

two cases where the weaknesses in the procedures resulted in ex -

cessive compensation payments . These cases have been brought t o

the attention of the VA, and certain measures have been taken t o

provide greater assurance that the necessary reductions will b e

made properly and timely . In one case the veteran was discharge d

from the hospital on October 5, 1948 . However, the notification

of the veteran's discharge from the hospital was not received in

the Adjudication Division until October 13, 1949, over a year

after the date of his discharge . And even in January 1953, when

we reviewed the case, the amount of the monthly compensation pay-

rating based on a 100 percent

to the attention of the VA . As

fore :he enteredthe hospital . On June 30, 1953, following a physi c

ca_l examination of ..,e veteran, the award was discontinued . The

payments for the period . October 6, 1948, the date following the

meritbad not been reduced from a

disability . We brought the eas e

a result, the monthly compensation payment was reduced from a rat -

ing based on a 100 percent disability to the rating in effect be



discharge from the hospital, to the date of discontinu-

ing the award amounted to $7,924 . Of this amount the VA regarded

$6,234 .20 as an excess payment that resulted from the failure t o

the monthly compensation payments upon the veteran's dis-

from the hospital to an amouit based on the disabilit y

rating of 20 percent in effect at the time he entered the hospital .

Recovery from the veteran of all but $31 .50 of the amount recog-

nized as an overpayment was waived by the Central Office Committe e

(See p . 89, )

the second case the veteran's compensation payments wer e

based on a 10 percent disability when he entered the hospital o n

March 3, 1949 . On March 24, 1949, they were increased to a n

amount based on a 100 percent disability rating . The notificatio n

f the veteran's discharge from the hospital on May 13, 1949, was

received in the Adjudication Division on May 17, 1949 . But in Jan-

uary 1953 the cor:pensation payments were still being made on the

basis of a 100 percent disability rating . Upon bringing this cas e

the attention of the VA, the compensation payments were sus-

pended pending a physical examination of the veteran and a com-

plete review of the hospital report on his hospitalization . On

February 1, 1953, the veteran's physical condition was rerated a s

being 10 percent disabling . The excess payment from the date o f

veteran's discharge from the hospital to February 1, 1953 ,

amounted to $6,098 . The entire amount was then established by th e

VA as an overpayment . The veteran requested a waiver of recover' °

of the overpayment wheh was denied by the Central Office Commit-

tee on Waivers . The decision was appealed by the veteran to the



Board of Veterans Appeals on September 259 1953 . On June 30, 1954 ,

the Board of Veterans Appeals referred the case to the Deputy Ad-

ministrator for Veterans Benefits for consideration of the propr i

aty of establishing the overpayment . On February 7, 1955, the

Deputy Administrator ruled that an overpayment should not have

been established inasmuch as the award payments could not be dis-

continued retroactively under the statute in the absence of fraud .

A further review of the case by the rating board resulted in th e

award being discontinued on the ground that the veteran's disabil -

ity existed before his entrance into military service .

JURISDICTION OVE°_CASES AND PAYMENT OF BENEFITS

The VA procedures provide that benefit payments will be tte

and award account cards maintained by the office Laving admi .ni era-

tivejurisdiction over the cases . An exception is compensation

and pension benet'its payable to dependents of deceased vetemana

wile reside in the Philippines . In these cases the award adjudica-

:ionsare made in the Central Office (now the Veterans Benefit s

( fice),and the payments are made by the Manila Regional Office.

Our examination in the Central Office disclosed instance s

where the prescribed procedures had not been followed . Payment s

33 cases were being made by the Central Office although the

administration of the cases and the related claims folders had

been transferred to field offices . In two of these cases the fail -

ure to transfer the payment function and payment records to the

offices resulted in overpayments totaling $2,80k . We Als o

noted 65 cases that had not been decentralized to field offices in

accordance with the VA procedures relating to jurisdiction over



These-cases were brought to the attention of the VA, .and

actionbas been taken .

The failure of the Central Office to transfer all function s

:relating to the administration of a case to a field office ind i

oaten also that prescribed procedures are not being followed i n

the field office Tn each of the two cases where there were over-

.payments, the f ieldoffice could not have made the required chant :

to the-.award payments and the payment records and either did no t

establish statistical cards or did not properly reconcile the sta -

tistical and award account cards .
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ERRONEOUS BENEFIT PAYMENTS

The V. policy provides that erroneous benefit payments will be

discontinued retroactively where there is no legal basis whatso e

ever for the award and that other benefit payments, to the extent

they are erroneous, may be discontinued as of the date of the last

payment where the payment was based on either an erroneous action

or an erroneous or improper application of the law or administra-

tive instruction . Erroneous payments which are discontinued retro -

actively are regarded as overpayments subject to recovery from th e

payees . We believe that the VA policy for determining when an er-

roneous payment constitutes an overpayment is consistent with th e

statute . The statutes also provide that recovery of compensatio n

and pension overpayments from a payee may be waived when the paye e

is not at fault and when in the judgment of the Administrator re-

covery would defeat the purpose of benefits otherwise authorize d

or would be against equity and good conscience . However, the laws

authorizing assistance to certain disabled veterans in acquirin g

automobiles makes no provision for waiver of recovery of erroneou s

payments . The authority to consider a payee's request for waive r

of recovery of an overpayment and to grant a waiver has been dele -

gatedto committees on waivers .

The VA instructions provide that adjudication personnel a t

the time of discontinuing or reducing an award will determin e

whether any erroneous payments were made and whether they are to

treated as overpayments recoverable from the payees . We quos e

tinned the practice of allowing adjudication personnel to determine

whether or not erroneous payments are overpayments subject to



since it permits the same personnel who make awards tha t

in erroneous payments to determine that no effort should be

made-to -effect recovery . The Administrator stated that where an

erroneous payment results from an erroneous action or an erroneou s

or improper application of the law or administrative instruction ,
and where the payee is not at fault, it would be inequitable to re -

quire recovery and that to treat such an erroneous payment as an

overpayment to be acted upon especi 11y to grant a waiver of recov-

ery would involve unnecessary admix_astrative expense ° However,

under the present practice, there ie no assurance that recovery of

an overpayment may not be automatically waived even where the payee

is at fault . We, therefore, recommend that consideration be given

to establishing a reporting and review procedure as a control de -

vice. Under Such a procedure management would be apprised of all

erroneous payments and could determine the propriety of the treat .-

ment accorded them and the need for measures to minimize erroneou s

payments .

Our examination indicated that adjudication personnel doe e
fully understand the policy regarding erroneous benefit pay-

ments and that a possibility exists that some erroneous payment s

may not be given proper consideration . The lack of full understand-

ing of the policy was evidenced by the adjudication personnel f s

consideration of the erroneous payments disclosed by our examine -
tion0 of the erroneous payments in 42 cases totaling $67,638 (see

p . 27), only $9,726 in 14 cases was at first considered to be over-

payments subject to recovery . A discussion of other cases wit h

recover.

*result



adjudication personnel rssulted in an additional $14 440 in five

cases being treated as recoverable overpayments . As indicated in

the following paragraph, the Deputy Administrator for Veterans Ben-

efits later ruled that the

not have been treated as a

recommend that the VA give

ing a single instructional directive setting forth the policy for

consideration of erroneous payments . We believe that such a di -

reetive would tend to assure that proper and consistent considera -

t ion is given to erroneous payments .

Of the erroneous payments totaling 124,166 established a s

overpayments subject to recovery, the Central Office Committee o n

Waivers granted a waiver of recovery of an overpayment of 16,203

from one payee and denied a waiver of recovery of an overpayment

of 1$2,113 from one payee and of 36,09$ from another payee ; the ac

tion in the latter case resulted in the Deputy Administrator for

Veterans Benefits ruling that the overpayment should not have been

established .

It appears that the policy providing for recognition of err o

neous payments as overpayments subject to recovery precludes many

erroneous payments from being regarded as overpayments since the y

result more frequently from some incorrect action taken or failur e

to take some required action on awards after they have been granted

ratherthan from the improper granting of the awards . It permits

erroneous payments in one case shoul d

recoverable overpayment . We, therefore ,

consideration to developing and adopt .

disregarded even where the payees are not



without fault in accepting the payments as illustrated by the fol -

lowing comments on two of the cases referred to in the precedin g

paragraph and also commented on on pages 82 and 83 .

In these two cases overpayments were established even though

there appeared to be a legal basis for the original awards of dis -

ability compensation benefits and for the subsequent increases i n

rates of payment during periods while the veterans were hospital -

ized . However, the administrative failure to reduce the rates o f

payment upon the discharge of the veterans from the hospitals t o

disability ratings based on evaluations of their physical condi-

tions at that time resulted in erroneous payments of about kl2,300 a

Inone case the Committee on Waivers granted the veteran a waive r

of recovery of the overpayment on the ground that he was not a t

fault in accepting the compensation payments at the increased rate

after his discharge from the hospital because the letter notify-

ing him of the increase in the rate ~. y payment did not clearly in-

dicate that it would be subject to reduction upon his discharg e

from the hospital . As indicated in our discussion of this case on

page 82, there is a strong possibility that, had an evaluation of

the veteran's physical condition been made at the time of his dis c

have been terminated . It would appear that the veteran must have

been aware that his physical condition had not worsened as a re-

sult of being in the hospital and that he, therefore, could not b e

foundto be free of fault in accepting the payments at the in -

charge from the hospital, the compensation payments would then

creased rate after his discharge from the hospital . However, it



would appear also that, even if a waiver of recovery had not bee n

granted, the Administration could have ruled that the erroneou s

payments should not have been treated as overpayments subject to

recovery on the ground that a legal basis existed for granting th e

original award .

In the second case the Committee on Waivers denied the vet-

eran a waiver of recovery on the ground that he was not without

fault in accepting the payments . The veteran appealed the com-

mittee's decision to the Board of Veterans Appeals . The Board ro-

fe ed the case to the Deputy Administrator for Veterans Benefit s

for a determination of the propriety of establishing the erroneou s

payments as an overpayment subject to recovery . The Deputy Admin-

istrator ruled that the erroneous payments should not have been es -

tablished as an overpayment inasmuch as the award payments could

not be discontinued retroactively in the absence of fraud .



DISBURSING L?ENEFIPPAY1	 NTS

Our review of payments relating to the cases examined in th e

Administration's two Washington offices indicated that they were

processed with a high degree of accuracy . It disclosed errors i n

paynente in only seven instances ; the errors amounting to $280 .

In two other instances errors were made in the processing of ad .-

justments that were made in benefit payments ae a result of our

case examination . In one case an incorrect computation of the ad o

justment resulted in an underpayment to the veteran of 31,012,84 ;

this amount was late' disbursed . In the other case an adjudicatio n

action terminating an award that previously had been suspended wa s

improperly treated as a reinstatement of the award . Erroneous pay-

ments amounted to 3425 .25 before the error came to the attentio n

of the VA as a result of a letter from the veteran .

The attainment of the high degree of accuracy in processin g

payments under the present system is largely dependent on

the integrity and competence of individual employees . However, we

believe that assurance of the propriety of the benefit payments ,

be attained to a greater degree through accounting and pro .

control . Such control could be readily attained under a

method of operation . We believe also that the adoption

of a fully mechanized system providing for a complete integratio n

payment, disbursing, and related functions would result i n

a more efficient and economical eporation .

The functions pertaining to the payment ef benefits are no w

being performed partly by the VA and partly by the Treasury Depart

The VA maintains an accounting record pertaining to each



beneficiary's award and notifies the Treasury Department of th e

payments to be made . The Treasury Department prepares and mails -

the benefit payment cheeks to the beneficiaries . This practice

necessitates a continuous flow of information between the VA and

the Treasury Department . It requires the Treasury Department t o

maintain an addressograph plate for each beneficiary, to mak e

Changes in the plates whenever notified by the VA of a change in

the amount of a benefit payment or the address of a beneficiary ,

to submit lists of checks prepared (referred to as "book runs") t o

the VA for verification before they are issued, and to maintain

prepared checks under control until they are issued . The VA veri-

fies the individual payments listed on the "book runeby visuall y

comparing them with the related award cards . The total of the

"book run " cre verified by listing the amounts or . the authorized

benefit payments shown on the individual beneftoiary award cards ,

After the "book runs" have been Verified, .the VA notifies the

Treasury Department of those checks to be voided and of any re-

placement or additional checks necessary because of changes mad e

in awards after the date the checks had been prepared .

A fundamental need for effecting ways and means of achievin g

greater degree of . economy in the benefit payment operations wa s

'pointed outby the Accounting Systems Division, General Accounting

Off ice in a report in April 1950 . The report recommended the ini e

tiation of

Generally, these proposals provided for the mainsananee of record s

dent system . It suggested several methods for consideration- .

an intensive and detailed review to develop a more effi e

controls by use of mechanical methods in lieu of the present



system of maintaining records manually and verifying payments- -

about 5 million checks a month--by comparing names on "book runs "

with award cards and by adding the individual amounts on the cards

for reconciliation with "book-run" totals . The report suggested

also that consideration be given to consolidating payment func -

tions in fewer regional offices in order to provide a sufficien t

workload in each office to attain the greatest operating effi-

ciency .

In April 1952, the management consultant firm of Booz, Allen

& Hamilton also pointed out the need for a change in disbursing

practices . They recommended that the VA prepare and issue cheek s

to overcome the costly and cumbersome operations which result fro m

the division of the payment operations between the VA and the

Treasury Department, that payment operations be consolidated i n

fewer VA offices, that benefit payment cheeks be prepared and is -

sued each day on a cycle payment plan to avoid peak workloads a ca -

stoned by the practice of making all payments at the end of th e

month, and that compensation benefits to veterans with disabilit y

ratings of 10 and 20 percent be paid quarterly instead of mont,ly .

In July 1952, the Administrator of Veterans Affairs requested

the Bureau of the Budget to make a study of the disbursing prac -

tices to determine the 'hematite that would result from the integra -

tion of the entire disbursing operation in the VA . In July 1953 ,

the Bureau of the Budget organized a committee to make the re-

quested study . Shortly thereafter the cummittee, comprised of rep -

resentatives of the Bureau of the Budget, the Veterans Administra -

the Treasury Department, and the General Accounting Office,
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survey . Representatives of the committee informed us that

the survey reaffirmed the need for completely revamping the VA' s

benefit payment accounting practices regardless of whethe or not

:the entire disbursing operation is integrated in the VA, The y

also informed us that the savings in over-all cost to the .Oovern

merit :that would result from the integration of the entire dis ars ®

ing operation-:in t1 VA can be ascertained only by determining (1) .

'the costs that are being incurred gay the Treasury Department and . -
. the VA und'er`he existing disbursing practices and . (2) the costs

that would be incurred under a fully integrated mechanized-disburses

ing system entirely within the VA. These cost studies are being

made in the New York VA Regional Office and the Treasury Depart -

merit disbursing office . By December 31, 1954, the costs incurre d

the Treasury Department and the VA under the existing disburs e

ing practices had been accumulated for several months .

Early in 1955 a special projects staff was organized in the

Department of Veterans Benefits to develop a mechanized benefi t

payment accounting and disbursing system integrated with statisti-

cal and other related operations . A system was designed and ini-

tial steps were taker in August 1955 to install it in the New Yor k

VA Regional Office . It was first used In October 1955 to prepare

and issue the regular monthly checks in payment of compensation

and pension awards and by-the end of 1955 .was also being used in

paying education and training allowances and other awards .



APPEND



APPENDIX A

STATEMENT REGARDING

HIST011I a? LEGAL, A~ MEDICAL

ASPECTS OF DISABILITY RATING PROBLEM S

BY Dtf ~3 . A .TEACHQM

CHAIRMAN RAT INCA SCHEL M F Ealg

JAN'JAiIY 2

	

2

The group of Chief Consultants of the Department of Medicin e
and Surgery has expressed an interest in the medical aspects of
the disability ratings for the various common disorders, how the y
are calculated and how they are terminated for beneficiaries wh o
recover . They have requested a general presentation of the sub-
ject in its historical and legal aspects . We in Claims are very
glad to receive this expression of interest . The disability corn
pns€tion program has many medical aspects and the quality of med.
ical advice and participation especially in the early stages of
the program for a particular war is extremely influential in r,hap.
ing t'ie program and controlling the equitable and economical opera •
at1 on of the program .

Unfortunately at the beginning of a disability claims progra m
for the veterans of a particular war the time and attention of th e
leaders and the rank and file of the medical profession is give n
to other problems then the one of disability compensation . Exami-
nations at enlistment, for example,, have a tremendous effect in
shaping a disability compensation program . They are made in haste ,
and under pressure to fill draft quotas and to prevent evasion o f
military service by malingering . They do not emphasize careful
Yistoryetaking by the physician himself which Is essential if ob-
scure maladies are to be detected . The form they use is an abbree
viated one prepared by a committee, mostly physicians, working
under the direction of the Bureau of the Budget, whose interest ap-
peared to be to develop a uniform form conforming to specif ica. .
time developed by form makers rather than in serving the purpos e
to which examination reports will be put . This form has been
adopted by the uniformed services for examination at enlistment
and discharge not, however, for discharge or retirement because of
disability . The form is completely inadaptable to the purposes oft,
the Veterans Administration and after pressure for several years
including pressure from within the Veterans Administration the
privilege was finally won of being 5'exempted" from use of the form e

Better understanding of the commitments made by examini r
physicians at time of induction, more time for the purpose, an d
better quality of examinations can only be brought about by the
interest of leaders of the medical profession.
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Many persons with various defects and diseases, and predispo-
sitions to diseases, can serve their country valuably in the unt o
formed service . There must, of course, be provision for limited
service, in past wars more a system on paper than in practice .
And there must be record of the defects warranting classificatio n
for limited or full service, not only by name or number, but in
sufficient detail and with sufficient history to permit evaluatio n
of disability and comparison of the condition after discharge with
that at enlistment . We have, for example, around 60,000 pepti c
ulcer cases on the World War II service connected rolls . A very
large proportion of the cases reviewed in Central Office repor t
history given in the treatment records during service of some
years of similar intermittent gastric distress . Had they been ex-
amined with barium meal and fluoroscope it is likely that the de-
formity or crater found in service would have been found at en-
listment, Had their history been carefully taken, it is likel y
that the episodes after discharge, as to frequency, severity, an d
dietary requirements would be not too different than the episode s
before service

The disability claims program is also seriously handicappe d
by the unavailability of physicians to make examinations of vet-
erans before their claim is initially rated, and to evaluate th e
disability shown on such examinations . The treatment records main-
tained by the Service Departments are excellent, but when it be-
comes time to discharge a veteran for disability, it appears that
the report is colored by selective emphasis and use of word s
strong enough to justify this discharge . On the other hand, exam-
inations at the time of routine discharge are exceedingly perfune-
tory . They enumerate disabilities visible to the naked eye, but
without details which would permit evaluation . They do not go far
enough to show the absence of particular disabilities, a matter of
importance in rebutting service connection .

In the World War I program, the laws regarding service connec-
tion were extremely strict until the end of the demobilization ,
and there was no intensive effort to induce veterans to file claims .
in World War II on the other hand, the laws became exceedingly lib-
eral as early as July 13, 1943, and veterans were encouraged by
the service department themselves and by veterans and other organ-
izations, the Red Cross in particular to file claims . Demobiliza-
tion, also, did not proceed in accordance with carefully lai d
plans for slow release of the forces, out broke into an avalanche .
The disability claims program is rightly or wrongly exceedingly
sensitive to public relations and adverse publicity especially a s
regards delays in adjudication . It became necessary to adjudicate
these new claims in special installations originated for the pur-
pose with a minimum of delay . Hasty work involves failure to de-
velop available evidentiary leads, failure to carefully revie w
every item of available evidence, and snap judgment, with a tend .
ency to resolve doubts in favor of the veteran instead of settling

9 7



APPENDIX A

them by r-r so rome,r .; od evidence o Jnavailability of physicians in
.sufficient ru.°the;rr to make and evaluate examinati9n reports is an
important i`actc'e i a causing this hasty work .

After a Vets roan has been placed on the rolls it is much more
difficult to remove him, eaten on a heavy preponderance of evidence
against the vet' ear, v'he disability compensation program operates
under protect).' policies developed over the years and alway s
added to by the Congress which require that a determination o V
benefits on the basis that the disability is not service connoted
be clearly and d mistakably supported . And the longer the veteran
has been on the z ~ _°>1_L ' the stronger the evidence required to break
service connection. Hasty initial adjudication such as has been
described requ re s deliberative development and review as soon as
posoibiea Since L -e initial adjudications were accomplished, in
1946 for the meet part, the program has been under constant ex-
treme pressure by the Bureau of the Budget and in reduced appropri-
ations so that: - yetematic deliberative review has been impossible .
Our personnel bee been reduced from 10,600 to 3,400 With annual ,
and some se mi { aaa l l aductions in force of 10% or more : To ims
pr+car e this pb.r ` ° of our program in future emergencies *111 requir e
planning to att l ze medical man-power in the interest of this
phase of our r ~ onal activity .

The poll, l es regarding service connection of various disabil-
ities have mec- F .a.l sn eats of high impor ftance, Starting from th e
btrict, policiti e of the Act of October 6, 1917, the laws have bee n
progressively r ; ; ral.ized as regards service connection . The vet-
eran is now pre waned by law to have been in sound condition at the
time of en1is r nt, exce pt for conditions actually noted, a pre -
'sumption reb; c:.iable only by clear and unmistakable evidence $
Even if not sound at enlistment, any Increase in disability is pre-
sumed to be 7 c to service . Aggravation under this presumption i s
also rebutt' bin only by clear and unmistakable evidence, In the
absence of c ;a p1ete, records, "medical facts and principles" ar e
the best e idence of existence prior to enlistment and natura l
progress of disease . History admitted by the veteran and consist-
ent with the facts of disease when first discovered is good evi ®
den.ice but the laws prohibit acceptance of a statement in writing
signed by the veteran as evidence against his case . As a practi s
cal matter we make extensive use of history in adjudication but
the legality of the practice is always on a tenuous foundation
The test of evidence req._zi .red by law, whether it is "clear and un-
mistakable," is an an-realistic one to apply to medical evidenc e
which at best establishes probabilities . And evidence which i s
clear and unmistakable to one is not clear and unmistakable t o
another . This standard of evidence deserves examination by the i
medical profession s

Other statutory presumptions confer service connection on
specified diseases initiallyman .Lfest within one year (three years
for active pulmonary tuberculosis, an two Years for multiple
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sclerosis) after discharge following 90 days honorable war tim e
.service, but not in World War II oases later than the presumptive
period after duly 25, 1947 . This presumption applies also follow-
ing service of the present Korean expeditionary service . Now
whether a disease initially manifest after discharge was incurre d
in or aggravated by service obviously requires an examination o f
medical concepts . Does arteriosclerosis belong on such a list ?
Does epilepsy, grand mal? Does arthritis, regardless of etiologi -
cal type? Does peptic ulcer? These, and many others, are s o
listed Anyone will realize that if service connection is re-
quired by law for the disease manifest after discharge, it is ex -
ceedingly difficult to deny it for the disease during service .
The medical concepts underlying grants and denials of service con -
nection in the various laws deserve study by the medical profes -
sion . It is always very difficult, however, to secure the enact-
ment of legislation so that veterans of a subsequent period o f
service will not be entitled to all the be-iefits,previoucly pro -
vided for veterans of earlier service, notwithstanding that advanc -
ing medical knowledge may show the previous provision to be no ,
longer tenable .

This Government has always paid monthly or quarterly benefit s
to the veterans of its wars in recognition of their disabilitie s
or in gratitude for their services . Before World War I a very com-
plicated system of monthly money rates had been established by la w
for various service connected disabilities . These money rate s
were enacted by the Congress at various times for various disabil -
ities and had come to be exceedingly inconsistent . Additionally ,
rates for age and disabilities not the result of service have bee n
enacted at various times and have come to predominate the system .

Early in World War I, Congress recognized the unsatisfactor y
character of this system and determined to replace it by one base d
on a more modern conception . On October 6, 1917, a law was passed n
requiring, among other things, that evaluations of disability be !
in percentage terms, from 10% to 100;x, and in accordance with a
schedule for rating disabilities, based, as far as practicable ,
upon average reductions in earning capacity from disabilities in
civil occupations . There was some intention in this of making th e
system analogous to workmen ® s compensation, however, the Congres s
did not, as workmen's compensation systems do, provide for the
evaluation of disabilities in weeks or months over which payments 9should continue based on their earnings of individuals before the y
were injured .

The concept of average impairment in earning capacity is a
much simpler one on paper than it is in practice . The effect of
any disability upon the earning capacity of a group is its differ-
ential effect upon the employability of individuals in the group .
Each disability produces a certain amount of permanent or inter-
mittent unemployment among the individuals of the group and the
amount of this unemployability is generally proportional to the

9 9
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severity -of the disabilit y ; thus a minor disability will cause un.=-
eniployaent In only a few individuals of the group,- whereas what
are gcnerall,y known as :errnanent and total disabilities will prow
duce . unemployment up to 85v The employable veterans of the group ,
however_, :generally suffer no :reduction in their earning capacity ,
thus a particular percentage evaluation, say 405, for a certain

. .disability . is not consistent with the fact that many individual s
of the group will be chronically unemployed while the other meth -
bens : affected earn a going wage at the occupation which they fol ..

-low .

This law obviotsly required the preparation of the Schedule
for rating disabilities at the time the responsibility for rating
disabilities was centered in the Medical Advisor to the Directo r
of the Bureau of War Risk Insurance . Accordingly, physicians in
the office of the Chief Medical Advisor began the preparation of
the rating schedule . They had some foreign schedules as a guid e
and there were some books which attempted to evaluate some dis-
abilities in percentage terms . They certainly had no statistical
or other economic data regarding the average reduction in earnin g
capacity from any disability . There is very little such data now ,
and as far as I know none of it has been published .

This Schedule eventuated as a 1921 schedule for rating dis-
abilities although many of its evaluations were adopted early in
1918 . Our most common class of disabilities consists of residual s
of direct injury of one or more extremities . I will discuss the
evaluation of amputation of one leg at point of election below the
knee as an example of this class of disabilities . The physicians
of whom 1 speak assigned at a very early date an evaluation of 40%
for this condition . This was not a calculated value . It undoubt-
edly represented the opinions of these physicians as to the effect
of this disability upon the earning capacity of the average man ,
who, at the time was thought to be a common laborer . The knowl-
edge of these physicians undoubtedly reflected a period 10 to 1 5
years before World War I when prosthetic appliances were ineffec.
the, medical rehabilitation programs had not been developed, an d
opportunities for employment of men so disabled were slight . I
do not believe the evaluation was high at the time . It is probe L- -
ably high now .

At all events the 1921 Rating Schedule fixed the evaluations--
for practically all major amputations of the upper and lower ex-
tremities, in a rational relationship to the evaluation assigne d
the amputation of one leg .
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These evaluations may be high but they cannot conceivably be
reduced, The Congress in 1930 was fully aware of the Administraa
t1,on's evaluations for amputations and considered them inadequat e
and added a flat $25 per month for loss or loss of use of any on e
extremity . It is fairly obvious that evaluations which th e
Congress has increased cannot be reduced by the VA . This schedule
also covered impairments of the eye and ear and many common dis-
eases . This latter was generally covered by what we call flexible
evaluations from 10% or less than 10% to 100% and evaluation nat-
urally depended upon the judgment of the medical referees who, a t
that time had the responsibility for rating cases . The work of
rating was at the time centralized in Central Office so that the
absence of more definite standards did not produce lack of uni-
formity . Among the other evaluations introduced in the 1921 Sched-
ule was 25% for the surgical removal of one kidney .

In 1924, a World War Veterans Act was enacted which provided
a greatly enlarged system of disability compensation . It provided ,
first, for the decentralization of the program to not more tha n
100 Regional Offices and this decentralization still prevails . It r
provided for the adoption of a rating schedule with occupationa l
differentiation according to the veteran's occupation at the time
of his enlistment . The central evaluations for the various amputa
Lions continued unchanged . As to the central evaluations for im -
pairments of seeing and hearing these were generally unchanged ex-
cept that the latter were considerably increased because th e
Congress included in the law a provision that total deafnes s
should be rated as 100% disabling . The evaluations for disease s
of the various systems of the body continued to allow wide flex-
ible ranges although with somewhat more discrimination as to maxi -
mum and minimum values and differentiation of these evaluation s
according to the occupational criteria . For some reason the eval-
uation for the loss of one kidney was increased to 40% . The sched-
ule prepared in accordance with this law is what is known as th e
1925 Schedule . It provided evaluations of from 0% to 33-1/3% for
arrested pulmonary tuberculosis . The Congress soon received vig -
orous protests at this low evaluation and enacted a law providin ga minimum of $50 a month for veterans whose service connected ac-
tive pulmonary tuberculosis has become arrested. This law and
this Schedule was repealed in 1933 but as an illustration of the
fact that in our disability compensation system laws are neve r
finally repealed It was reenacted in large part and now with it s
accompanying 1 92

	

t

	

eoi x o1s evaluations in large
numbers of 'orc `"tar I disa

	

ity compensation cases .

The repeal of this law and the economy provisions of the new
legislation required the preparation of a new rating schedule
known as the 1933 s_chedule . This schedule was as required by law ,
an economy so " • i ~~- u i did not attempt to reduce the evalua-
tions for the various amputations and the disabilities related t o
them . It was believed at that time that economy and standardiza -
tion could best be achieved by eliminating the evaluations for
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more temporary disabilities and for setting up not more than 5
, grades of disability for the common conditions thus, diseases o f
the heart were evaluated in 5 grades, 10%, 30%, 60%, 80%, and 100% ,
depending upon the functional capacity of the heart . With the
comparatively recent enactment of the law providing a minimum of
i 50 a month for arrested pulmonary tuberculosis it was not con-
sidered practicable to reduce all the evaluation for arrested pul -
monary tuberculosis below 50% . Accordingly the evaluation wa s
fixed at 50% for 5 years, 30% for 5 years . The 1933Ahyd~ i1

	

rte
vaned until the_ adoption of the 1945 Schedule-tiinich .f

	

'ormally
submitted to ti e Congx°es-sW'wm` f the- easiest ' Chat all earlier sched -
ules be repealed .

b.

	

t 5 Schedule for Aatii Pj sabilitAes ywas the first rat_
ix ~hFdule nr Darec-i the ministrationon its own initiative .
It was felt that marijr temporary disabiTitios which"had been .ex-
eluded from the 1933 Schedule would come back into the pictue ,
that there would be new disabilities and that the comments incor-
porated in the 1933 Schedule would not stand up in administering
a new World War II program . There is very little calculation i n
the sense that you gentlemen understand it in the assignment o f
disability percentage evaluations . The various evaluations ar e
matters of converse among the most experienced rating personnel o f
the Administration, for the most part physicians . 11g_ fcete-°a

Jpv what is called a consensus of informed opinion and there
.9 r an compromises amort~e" vievrs of` the various sc_onsltant s

In our section which covers disabilities of the bones, joint s
and muscles, the effort is to define each grade of each disability
as carefully as possible and assign an evaluation consistent with ,
and never higher than, the nearest amputation value involved, A
system for rating the residuals of muscle camag-e--had been prepared.
by members of our group in 1928 . These evaluations were liberal
ized to a certain extent in the 1945 Schedule . It was very probm
able that we were influenced in this liberalization to an excel «
wive extent by the experience following World War I . It is appar®
ent from the claims folders that during World War TI missiles era -
duced much less severe residual disability than did World War I .
I. is diffipult - not to be liberal ,ira assi .n ng eva uatiox~s

	

a
~ p aiing sucli weld sU1Ds C ntiate dP sere ce connection, 11e

to
are

continual ly `Uaar°e of 'ot cl1Aeasee `substantiated
service connection with which the evaluat i

havingTess we1i '
ons for the injury group

will be compared .

This section of the c edule includes a1s evaluations fo r
s

	

nus

	

fi s guider

	

knee and v ` `sat o
or er

	

in~yges o pa n of _ ow` ac ~ ue'"T

	

1y tee -ehe 151
visions of our laws regarding service connection, these types ar e
also among our most common ones . It includes also evaluations for
such diseases as chronic osteomyelitis and chronic arthritis o f
the various etiological types . These diseases obviously present
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entirely different evaluation problems than does for example amps
tation of oae leg, because eaoh case preEents an individual .pic e
tureo We' continue an evaluation of 20% for chronic osteomyeliti s
for 5 years . after the laet evidence of infection disappears . Thi s
liberal provision was based on World War I experience . . We evalus

-ate-disability for degenerative-arthritis on the basis of the nuns-
ber acid importance of joints showing hypertrophic changes and als o
functional impairment with a minimum of 10% for the well ident . s .
fied-disease .

One of the basic points of reference in the 1945 Schedule i s
an agreement on thepart of all conferees who prepared it, that a
60% evaluation must be for a grade of severity of any disability
which can, in a large proportion of cases, though not on the aver -
age, produce permanent and total disability .

	

, .

Going on to disabilities of the eye, we have continued an es -
tablished 30% for blindness, one eye, and 4o% for an enuoleated
and disfiguring blind eye and we assign 60% which may, in unemploy-
able cases, be increased to 100% for industrial blindness with the
usual definition of this term . Vision 5/200 or less or concentric
contraction to 5 degrees is recognized as permanent total disabil -
ity regardless of the unempl.o rabi1ity of the individual an.d en-
titles to statutory rates of 4; 240 per month or more ,

Over the period of the last several years there was an effort
to eliminate the conversational voice tests in feet as the basi s
for rating impairments of hearing . We have now succeeded

	

se-
curing controlled speech apparatus in all Regional Offices and
have prepared a new schedule based on speech reception decibe l
loss adjusted for discrimination of consonant eliminated words . As
far as I know this is the only schedule of its kind in existence .
In this connection l might say that the committee of the America n
Medical Association and other groups are working on a workmen' s
compensation schedule for evalua'cing disability from impaired hear
ing based on the pure tone audiometer . I understand that this

	

., :
group proposes to fix 20% as the evaluation for deafness in one
ear whereas we do not propose to thenge our established 10% evalu -
ations

Our s ;hedule goes on to evaluate what we call . systemic~ l
eaA0 t= c . 4;Wa t arm ore system off' t`rhe %body, In .tYIs°'field ,
avitaminosis and general d iTi' y M'Ong former prisoners of war
have proved to be diff icult problems and we have had no cours e
available except to direct thegreatest reasonable liberality .
Malaria has been our most common disease of this claas o We had ,
without advice from . tropical. disease experts, adopted .a schedule
based. on. the number of relapses, from 10% for one in the past year
to 50% far 3 in .. the .'past. 6 months, When the trepa. ; .̂l, disease e x
ports , reco*end.ed total disability evaluations over . much shorter -
periods the great numbers of new claims and the general conf usion
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our off i. o3 forced us to disregard the advice . We could not at
the time adopt a policy that would force us to handle cases more
than once a year . There are important medical aspects of th e
malaria rating problem unrelated to percentage evaluation . The
first relates to confirmation of diagnosis by blood smear inter-
preted by experts . We have been unable to make this requiremen t
until after the compensation award has run 3 years, and I do no t
believe the Department of Medicine and Surgery makes such a re -
quirement for out-patient treatment . The second requires a de -
termination of a maximum period over which an infection incurre d
while the veteran was to service in an endemic area can produc e
relapses . This determination has not been made, The third re-
lates to treatment . Our reading of claims folders does not sho w
that treatment by quinine and atabrine has been abandoned . By
annual reviews in which each veteran has been required to show ev-
idence of continued malaria relapses we have reduced the number o f
malaria cases on the rolls from 196,000 to less than 2,000 .

TIleieAeXt section of our schedule coverdiseases of the re-
soir3torv_ Rgys Lenm . The evaluations foractive and inactive pul-
monary tuberculdsi.s are laid down by statute . These evaluation s
have a considerble historical background . In 1925 it was deter -
mined by the tie{°? :cal. Service which then still had the complete re -
sponsibility for disability evaluations, that the evaluation for
the first two years of arrest should not exceed 33-1/3% and that
all compensable evaluations should be discontinued after 2 years .
The Congress stepped in at this point and enacted a law providing
a minimum 5O pc r month for life . In 1933 in revising the sched-
ule, I did not dare revert to the earlier rather strict practice ,
but I did propose 50% for 5 years and 3 0 ' for 5 more years which
was adopted . In 1947 we were persuaded by tuberculosis experts t o
change the 50, for the first 2 years of this period to 100% pro ..
vided the veteran furnished evidence every 6 months that his activ-
ity was limited under doctor's orders . The Congress made this
100% mandatory for the first 2 years, and extended the 50% evalu-
ation an additional year so that 11 years are covered . This scale
of graduated evaluations also applies to non-pulmonary tuberculo -
sis active on or after October 10, 1950 . This schedule conta :? ne
a number of evaluations for post-operative conditions, and evalu -
ations for non-tuberculous diseases . Bronchial asthma is the mos t
common of these, and is evaluated almost entirely on history of
attacks accepted by the physician .

pia .1,945 Schedule ._ f'o '_,Ilal3.n ., ?,sp.t41.it .es has for the first
time separate scales for the evaluation of the common etiologica l
types of r aniQ ddisease s_s ,f he,,,ht.p , in 4 or 5 grades . In it s
preparation, we outlined 5 grades of disability for rheumati c
heart disease, the lowest, 10%, evaluation often applied in case s
in which history and diagnosis are poorly substantiated, Follow-
ing World War I diagnosis of mitra.l insufficiency and chronic myo-
card,itis were commonly made on a very poor foundation and they are
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still se setae by some physicians . 1 , .poorly supported diagnoses
`here to always euestions whether to take men of ' the :Fp .s o
)u :?cts on but I am glad to say these difficulties hav e
most disappeared . In the field of heart disease we have a psy-

chological factor influencing the degree of disability, and if a
veteran has ever been told he has serious heart disease it is dif -
ficult to justify a reduction when reports come in long afterward s
that he has none . A change of diagnosis to one reflecting syphi -
litic or congenital origin is found to cause rating difficulties .
We recognize a well-supported diagnosis of arteriosclerosis a s
causing disability and this is of great importance in the cases of
older men applying for pension fcx disabilities not the result o f
service . Essential hypertension is another common disability with
an evaluation of 10% for a diastolic pressure consistently over
100 to one of 6o% for a diastolic pressure of 130 or more with
severe symptoms . We are currently revising the schedule for
Buerger's disease, Raynaud's disease and intermittent claudication .

In the di gestive system^ our basic disease is e _ C ulc ,
wllicri`

	

; ;s sou

	

0`; Jb oases` on''efel ro-

	

o °

	

ier digestive dis . 0
ability e ;ivations are correlated with the 10 to 100% evaluation s
for this disease . Gastrectomy with its minimum ko% is a disabil-
ity first 1js teen in the 1945 Schedule . Regarding this evaluation
l can only say that the views of the medical conferees reflected
the state of medicine at the time, or at a time some years earlier .
Gastrectomy was a rave operation, undertaken usually for relief of
malignancy, and much less skillfully performed than at present .
The criticism by the Consultant in Gastroenterology may lead us to
re ommend a reduction, with, probably, a requirement of some evi -
dence of impaired function, for the minimum rating . I cannot guar-
antee the reduction . I suppose the evaluations for resection o f
the small and large intestine may require review at the same time ,
We are encountering eases of removal of very short sections wit h
gunshot wounds and those also appear to be without significant
residuals . Visceral hernias are included in the A .M .A . Standard
Nomenclature-G7:ithi-tiais s' sfcm . Inguinal hernias are rather common
disability, however, not compensable unless recurrent followin g
surgery .

I do not suppose it will be particularly useful to go int o
any detail regarding other sections of the Schedule . In the gen-
itourinary system our basic disability is removal of one kidney ,
rated 30% . The blood dyscrasias, skin diseases, and endocrine dis-
orders present, of course, very varied pictures . T e e iiepsie s
ar -ems' 1i, 4'_ 1 n frgAuency of attacits, Most neurological disor-
ders are evaluat en—e 6-Rent of paralysis, referring to evalu-
ations for the individual nerves involved . `there are minimu m
evaluations of 30% for multiple sclerosis, and for poet-traumati c
encephalopathy with any recognizable disabling effect . The psy-
choses are evaluated 100% while producing incompetency or requir-
ing institutional care with a three-month 100% convalescent
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rating, some graduated reductions after hospital discharge, there -
;after on impairment in social and industrial capacity obviously a
matter of individual estimate .

0

	

secondlargest group of disabilities is made__up . of psychp.r _
neurotic rear i ion

	

This '' s a - grou
p

-foD`"v 1c i, ram stire , i t
wou .

	

e Impossible to calculate any average reductions in earning
capacity . The group causes many of our most serious problems .

In 1937 1 had the advantage of consultation for 6 weeks wit h
two outstanding VA psychiatrists . These gentlemen reviewed 5 0
cases of psychoneurotics claiming to be totally disabled . When
they finished their review of the 50 cases, I asked them, "Are any
of these cases ty pical of the text-book cases?" They answered ,
"Yes, one ." I then asked them, "If they do not present textbook
pictures, what is the difference?" They conferred between them -
selves and replied, "The cases present the same symptoms ever y
time they are examined . That is not right for psychoneurotics . "
They finally, and, I believe, reluctantly, classified about hal f
as vs chaneurotics . the other half a, z,,, chopahsr,,, with no reoom-
mendan-for a total disability rating .

We have 225,000 cases classified under these diagnoses : The
examinations speak of anxiety now when they used. to speak of fati -
gability and. asthenia, but the case histories are the same . Whil e
the veteran is in service the Art~ty ana~ Ta~v << hair , dia fexEnl _ s an d
ands of dia nosis_ 'the Army preferring psychoneurosis as a diagno-
sis at the time of discharge, the Navy a diagnosis reflecting psy -
chopathic Personality . y Lt eeV~}

		

change e,f d ta_rnos is betcaeex _ns,
c'gpneui p sis and i rmatur°i.ty reaction or psychopa thic personality is
' 'e„xy:- l --- and Weald ; r«ure ' common i '' tih ~e "were nod f f y; '¢ JF ,

.>

ri d rcqu 'et tent C) ' el`i; .' t yin cl r e nd_ unrn sic' . , ct 1lC~ A y' icy i n

C—prior diagnosis, Ails is the field of rsledicine - in Which C-Iar
-

ficatiun : of`

	

nnstic standards is most urgently needed before

the rating policies can be on a satisfactory basis . If examiners

in the Department certify the veteran, as psychoneurotic, we tak e
him as suffering from a disease which may be granted service con-
nection or have it continued . If they certify him as a psychopath
or immature personality, we take him as suffering from no diseas e
which may be service connected .

As regards evaluation of disability our problems are simi-
larly difficult . , attryQyed. , .this , .group would probably _sk oM the i
lowest ea l -_capacity of _ the rho

	

©u~ of c sabled. veterans ,
ar the same would be'true

	

ae psychopath and i'inmature person-
ality . We have to remember, however, that our cases were origi-
nally discovered because they showed signs of inadequacy . The s.p.
parently reduced earning capacity in this may not be due to psycho -
neurosis .

G
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Many years ago the VA recognized only three degrees of dis -
ability, 0%, 10%, and 100%, the latter for short periods . I have
been told that the psychoneurotic veterans took advantage of a
special temporary total rating then applicable over any period o f
hospitalization so that they came to fill the hospitals . In 1925 ,
I have been also told the determination to establish three grade s
with rates averaging 30%, 55%, and 80%, was made to induce the
veterans to stay out of hospitals . I am not prepared to vouch fo r
this history, because at the time rating policy was determined in
the Medical Service . At all events we have continued these basi c
evaluations, changing 55% to 50%, and adding 10% . The far mjor®
	 ofpsychoneurotics are now rated 10%

Our rating schedule is rather strict regarding this disabil -
ity . For the evaluations of 30% and higher it requires positiv e
psycaiatric findings with an emphasis upon objective signs . The
10% evaluation is, however, authorized upon relatively minor find -
ings, if there is actual interference with employment . This sec-
tion of the rating schedule is constantly criticized by organiza-
tions because it provides no 100% evaluation . To date, all 100%
evaluations have required approval by the Central Office which ha s
been rather sparingly granted .

You are interested in how benefits are terminated when bene -
ficiaries recover . Of course some beneficiaries recover, some ge t
worse, and some have what we cal. static disabilities which remai n
uric a .ed . If a man in service ha s~eumaaticever an s dis -
'charged soon after he gets on his feet, he will be rated 100% fo r
6 months, and if there are no significant residuals in the heart
or in recurrent joint pains, his award will be terminated . If he
is discharged with a serious kidney condition, and a kidney is re -
moved in one of our hospitals, he will probably be rated 100% from
disoha.rge and through the period of VA hospitalization and if a t
discharge his condition is simply removal of one kidney, he will
be rated 30% . The same with a peptic ulcer with obstruction with
a gastreotomy which removes the ulcer symptoms, he will be rate d
4o% after discharge from hospital . Nearly all casesfilia_ __e . . a
at c? 3 ..barge are rued on the rec rc oL the service acpatment

	

examined

	

tie	 Vi "" ter d i char o. 	 c~ S simpvc
'the ratin r _is ;educed ifdie d ssh1 ty is worse than re —

porteron the.service department recos, through ` anteor otth r-`` rise_,` the ratin"w `l~ be I creased, ` in some cases retroactive]:;

	

..

	

r

	

. _

	

e
a

	

isc ahr e * In riioet of t~~ese re~uotions we g eve a vet-
eran 60 days notice in which to submit evidence that his disabil-
ity has not improved .

These reductions are easily accomplished if the improvemen t
takes place at an early date, or within 5 years of date of dis -
charge . We carefully reviewed 196,000 malaria cases, and have re -
duced the number on the rolls to, probably less than 2,000 . We
carefully reviewed the psychoneurosis oases and eliminated at
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least 40,000 out of 280, 000 . Gene if!ears_ after it~itl~ _
ratio the examination shows t- 'e :arise e ree of disability as at
initial. rating no --u—

	

examination is schec u1 . Th1s is a pol-
icy adop£ed" n - r39 or 190 as appca ale te` r-or2 War I veterans
in view of the large number of examinations scheduled for disabil-
ities which should be permanent with many changes or red .escrip-
tions coming into the picture . It has been continued for Worl d
War II veterans . With this five year rule, it may easily com e
about that veterans will draw a certain rate of compensation fo r
many years, and will be reexamine?_ et the veteran's request, or on
some out-patient treatment record, or hospital summary, which
shows a material i mprovement in the condition, Ifthere ha„.L .,keer ,
substantial mnr vemenf in rr,~ical nomenclature o

	

dN ,
, vve eran ma we 1 e found der to hav had t i is 3billt y
which h

	

s been compensated a orJ to have imp ve materially .
One of our most serious problemsa his time Is a

t
group of 1vorld

War I veterans, rated 100% for active pulmonary tuberculosis for
considerably more than 5 years after their discharge, and not see n
by a VA physician who reported his findings for many years . These
veterans are now receiving out-patient tuberculosis follow-up s
under a new program . They are being classified under the new ,
1950, diagnostic classification . The whole series of their X-flay s
are now being read and interpretations for the first time reporte d
for rating purposes . In one case I recall this interpretation re -
ported the veteran "inactive, 21 years ." There are a number of
cases involving inactivity, with shorter periods . You will appre-
ciate that substantial reductions in rates of compensation afte r
the beneficiary has been in receipt of a high rate for 30 odd
years is a very serious matter . LJe ha , le those cases as . well1. s
we can and not always on lines inioated y t mes recen mec
ca. s ata :

ur laws at one time permitted us to require aQtanee of
„seasonable medical or surgical trey ant and to refuse com. ens,_a„:,-

on for~the ef'ec -ofrefusal to acce treatment . They_ c s o
no longer .

Our program attempts to recognize actual total disabilit y
whenever we can . We cannot do this before the date of receipt o f
the evidence . Thus it happens that a veteran develops some sever e
complication and is operated on and receives more compensation
after the operation than he did before . We try to pay total dis-
ability rates during hospitalization for treatment of service con-
nected disability after 21 days, but we know from long experienc e
that hospitalization does not establish totality of disability ,
and that treatment is often not solely for service connected dis-
ability . We provide some convalescent ratings for post-operativ e
and so-called cast cases, but these are necessarily on a somewha t
limited basis .

	

nd we encourage individualization in severely
d sa .ed cases,

	

or ` o% des

	

c , Sri ensure £ is " erso ,

	

u
:Illyunable to c~rork yori a permnent'oasis receive dotal disability
bane its .
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Our laws prohibit compensation or pension benefits for dis-
ab .ities r :~°u3 .fr R r®,n rr indL Hov,Teve~^t~~ i j s s not a
misconduct disability if the—Veteran reports promptly for treat -
P~~nd ce es~ e `_ oux1e . o'r?ame'~°n"Y n`scorinecton

aleo

	

''111 has been the subject of considerable recent interest i n
s psychia ric a pcts. Our standards on this are lea ..stand -

Ards . Whether alcoholisms exp a nable by psychiatric cone®n s
or not, or W.P.er `b- is a -d` sease' or manifestation of disease or
not, it is misconduct . he drunken driver As • ilt ®a crime
and t he abft;ua.l or c eteriora e . rur Marc? is _gui1 .Z _h s,Yown .m om.
conduct . Drin cing y an nsane personmight be handled on a dif.
even . asis . He is not responsible for his acts .

I have tried to bring out, gentlemen, tha
t ~

	

our disability co m
pensation pro ram is administered under ]flaws no remo _ e c®ns- isfi;w

ettrva

	

m c caT knotaled e, and undex°
to
a law regards

.~uation
mos

or- T
rec

fl : 'g is most difficult

	

apply lit.
erally . I have cried also to bri out that the medical concepts
underl

	

se v .e cameo ion fc~i^ eveterans ®
any war

are for
most art ref` active	 o '- ti' adV emend bb medical knowledge

some weary . ore_ IbAi. __car;oneshag-irL up -~of - g---isab2` t y°-cam
pensation program for the veterans of any wax s handicapped by
unavailability of physicians in numbers sufficient to make coin -
plete examinations and poor quality of examinations at enlistment ,
and discharge, and by unavailability of trained physicians to mak e
proper examinations and assign proper ratings immediately afte r
discharge . The lack of such examinations and any incorrect rat= .
ings can be to some extent corrected by reexaminations and evalu .
ations within 5 years af ter initial. rating, but unless corrections
are accomplished within this period many questionable ratings will
continue indefinitely . Most planning to improve the program fo r
future wars and great mobilization has to be done well in advanc e
of the war or mobilization . In the past

i
neither the predecessor

organizations of the Department of Medicine and Surgery or thos e
preceding the Veterans Claims Service have had personnel in

ad-vance of the need to make effective plans to this end .
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VETERANS ADMINISTRATION

WASHINGTON 25, D . C .

January 17, 1956OFFICE OF
THE ADMINISTRATOR O F

VETERANS:AFFAIMS

APeENDIX.

Mr. Hobert I,. Long
Director of Audit s
General Accounting Offic e
Slaahington 25, D. C.

Dear Mr . Long :

Further reference is made to my letter of July 27, 1955 ,
relative to your report on Review of Compensation and Pension Program ,
Washington Offices, Veterans Administration . The draft of:the report
is returned herewith, together with the following comments .

Paragraph 1, page 14 of the report, indicates that the exemi '
nation revealed a need for adjustment of a large proportion of the
" statte" cases . In an effort to reduce the volume Qf work anT. omnhn _ize_
better aaltty on the part of' the limited personnel Available, the
1~ni ns :ration

	

fie). owed a policy of canoe1tng as many exrininatione
asoaaible . In retrospect, no other course is believed to have been
possible however, your report has been convincing that this effort had
Gone too far . To correct this situation, as well as to ensure that the
adjudication in each case is on a sound basis in every respect, the
review of cases was instituted . This review, originally conceived on
a sampling basis, has been extended to include all cases of Worldlier
II and Regular Establishment veterans under 55 years old in receipt of

servnce .conaeeted compensation, and all caeea of veterans under 55 your n
old in receipt of non-service-connected pone-Lon . Such a review', pruporiy
conducted, is a time consuming affair, and has made slew progroa .s . Ito
completion is anticipated in about three years time .

Paragraph 2, page 14, refers to the VA Schedule for Rating
Disabilities . It is stated that it is not based on an actual determi-
nation of the effect of dI abil.ities on the average earning capacity ,
as required by statute . The statutory language referred to has bee n
interpreted as requiring ( .1) abandonment of the former arbitrary pension
ratings, (2) rating on an average, not an individual basis "so that
there shall be no reduction in the rate of compensation for individual,
succeoain overcoming the handicap of disability" , (3) the consideration
only of those effects of disabilities which affect earning capacity,
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avoiding ratings based on sentimental consideration, social lone ,
etc . The amendatory Act of December 24, 1919 (Public No . 104, 66th
Congress) also provided that "The Bureau in adopting the schedul e
or rat:tnge or reduction in earning capacity shall consider the impair -
ment in ability to rocure employment which results from such injuries . "
Since that date impairment in ab'lity to secure employment has bee n
considered an integral part of ' .cpairment in earning capacity .

The mother], of opera ion in preparing the rating schedul e
and s abeequont amendments, wee Lo start from studies of informed
opinion of loading medical apecialiota in the various lines coordi -
nated with the rating schedules of France, Canada, England and Belgium ,
and the accumulated (individual ease) experience of the predecesso r
organization of the Veterans Administration, and to modify the schedul e
from time to time as Indicated by studios related to individual case s
referred for review as Involving inadequacy of the schedule, advance s
in examining technique, medical concepts, etc . The schedule has boon
enlarged upon on various occasion by the Congress . The 1945 Schedule
for Disability Ratings in particular was specifically approved by th e
Congress, after copies were furnished the Hous;o World War Veterans
Committee, by establishing an effective date, and by directing that all
amended ratings after its effective date be under its terms . Subse -
quently the Congress prescribed it for application in the disabilit y
retirement of members of the uniformed services . The Administratio n
is anxious at all times to Iceep its rating schedule abreast o f
changing medical concepts and to this end has appointed a coamuitte e
which will thoroughly examine the hauls of the Schedule .

Paragraph 3, page 15, emphasizes that your review of cases
.disclosed little evidence that consideration iss given to prescribe d
criteria for determining that a veteran's unsmployability is due to hi e
disability or-that he is in fact unemployable . From the narrative on
pages, . 116 through 48, it i.s apparent that .this comment is directed princi -
pally to the cases of veterans 65 years of age or older . The results
of a special study of veterans between ages 65 to 69 made in 1954 in-
dicet .ev that determination of unemployabil.ity in individual cases would
not . Justify costs incident thereto .. Thu group of veterans who had
been awarded pension bonef:itrs under Veterans Regulation l(a), Part III ,
showed tha t. although the minimum requirement is only 1O , the average
percentage of disability in this group was 50% . In 86% of-the canes
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there had been termination of employment as a result of disability . In
82% of the cases there was either a certain or a probable relationshi p
between disabilities and continued unemployability . In leas than 2%
of the cases-had there been attempt to return to substantially gainful
employment and barely-25% attempted. to supplement their income by
marginal employment .

In paragraph 4, page 15, the statement is made that the VA i s
now considering the propriety of its regulations which provide that i'n
determining the dependency of a parent . cash . receipts of certain typos -
will be disregarded . The report expresses the belief that parents shoul d
be considered-as dependent only-if they are unable to provide for them -
selves and that. a determination of the parent's dependency requires
consideration of his entire "net-worth" and of all of his income and
receipts, regardless of the source, The report further states that ,
"We believe that the law requires and that the regulations should pro, .
vide that the continued payment of an additional compensation allowaaco
_toa veteran for-a dependent parent be contingent on his contributing
to their support ." Dependency is not defined by statute. The . definition,
therefore, :is a matter for the exercise of the discretion vested in the
Administrator of Veterans Affairs . In the exercise of this discretion ,
it is not required that the veteran has contributed to the support o f
his parents as a condition precedent, nor is it thought the law intends .
such a requirement . Rather it is believed the determination turns upon
whether the parent is dependent, considering all of the elements of th e
particular situation, that is, whether the parent actually receives o r
has resources which assure reasonable maintenance . With regard to
.veterans in receipt of additional compensation for dependent parents
who do not'contribute to their support, VA Regulation 1311(D) provides ,
"That pert of the benefit which is payable to a veteran under Publi c
Law 877, 80th Congress, as amended by Section 4, Public Law 339, 81st
Congress, by virtue of his having a dependent father or another, or both ,
wiil be apportioned .and paid directly to the dependent when it appear s
that the claimant hats neglected . or refused to contribute to his, her ,
or their support in substantially the amount which he, she, or they woul d
receive if apportionment were maxis . Provided, That no apportionment midi
be made where the duly appointed guardian under orders of the-court of
appointment makes or has made like contributions for the support of th e

.parent or parents ." Provision is therefore made for the parents in :these
circumstances .

The conditions which determine dependency as prescribed in the
VA Regulations wore included in a study made by a committee appointed
in the VA to =wider the propriety of existing regulations and legislation
under which multiple benefit payments may be made to veterans and thei r
dependents . The Committee noted that it has been the policy for mor e
than 35 years to disregard Government insurance payments in determining
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dependency of parents for compensation purposes . In VA Regulation
1057(B)(3), it is provided that payments of servicemens' indemnity, ae
well as National Service life Insurance be disregarded in determining
dependency . The Congress has provided, in Section 11 of Public Law 144 ,
78th Congress, that in determining annual income for pension purposes ,
any payment made because of disability or death under laws administered
by the VA, shall not be considered. It would be contrary to the spirit
of this law pertaining to the lesser benefit (pension) to recommend that
the Congress provide otherwise an to the greater benefit (compensation) .
The Committee concluded, accordingly, that the policy thus establishe d
and maintained may not be changed by regulations and that there was no
sound basis for reconnnending changes to the Congress . The matter of
estnblishir dependency has been considered also by the Select Committe e
on Survivor Benefits appointed pursuant to H . Rea . 35, 84th Congress .
Section 205(g) of H. R. 7089, which was reported by the Committee an d
has passed the House, provides that :

"(g){l} In determining income under this section, all payment s
of any kind or from any source shell be included, except- -

(A) payments of the six months' death gratuity ;

(B) donations from public or private relief o r
welfare organize-time ;

(0) payments under this title ; and

(D) payments of death compensation under any othe r
law administered by the Veterans' Administration .

(2) The Administrator may provide by regulation for th e
exclusion from income under this section of amounts paid . by a
dependent parent for unusual medical expenses . "

It is :not known., of course, .what action the Senate will take on Sectio n
205(g)-or, for that matter, on H . R. 7089 in its entirety . . Since, however ,
the Congress is actively considering the conditions under which dependenc y
should - . be determined, further attention to the matter onthe part of the
Veterans Administration is not regarded as indicated at this. time ,

Paragraph 6, page 17, ;refers to the 'VA practice under VA
Regulation 1009(E) of reducing a running award "effective as of the end
of the month In which a 60-day grace period following the date of the
award aotion expires ." Comment is made that there is no'statutory basis
for such practice but-that .it is in conformity with that authorized by
a section of the World Was° Veterans Act, 1924, which section was repealed
In 1933, The section of the World War Veterans Act referred to : was
section 205, which-provided, . in pertinent part, that "except-in cased

11
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of fraud .participated in by the beneficiary, no reduction in compensation
shallhe made-retroactive, and no reduction or discontinuance of compen a
sation shall .be effective until the first day of the third calendar month
nextsucceedingthat in which such reduction or discontinuance is deg
terjned, ' f It ie true that Public No. 2, 73d Congress, and amendments
thereto, contain no similar provision. The provision in VA regulations
was, therefore, based upon the former expressed legislative policy and ,
grants the veteran a grace period within which to adjust his . finances
or-to :submit evidence to show why the proposed reduction should not be
effectuated,. Although this regulation could be changed without legis s
lation, the Congress has long been aware of its effect and the VA woul d

- hesitate to initiate an administrative-change curtailing benefits with -
out Congressional -sentiment expressly-included in a statute .

Paragraph 7, page 17, refers to aid and attendance allow-
ance to veterans in state soldiers' homes and expresses the view that
the allowance should not be paid under the circumstances . It has boon
held that tho allowance paid to a State under the Act of August 27, 1888 ,
as amended, does not constitute maintenance of the veteran by the VA .
Since the enactment of Public law 662, 79th Congress, both the reduction
of an award by the amount payable for aid and attendance and the hospita l
reduction provided by Section 1 of the cited law have been applicable
only to inotitutionalization at VA expense ; therefore, this recommendation
would require legislative enactment .

It is recd mnended in paragraph 9, pogo 18, that the Adminia -
tration give consideration to developing and adopting a single in-
otructional; directive setting forth the policy for consideration of
erroneous payments . As you are aware, the policy of the VA with regard
to cresting overpayments is set forth in Administrator's Decision No . 544
dated . November . 21, 1943, However, in view of your otatoment, pogo 76 of -
the report, that "our examination indicated that adjadication personne l
do not fully understand . the policy regarding erroneous benefit payment s"
consideration . will be. given to the promulgation of a clarifying ina
struction .

It is also recomnnended that . consideration be given to establish -
ing a reporting and review procedure so that management will be apprised
of all erroneous payments and can determine the propriety of the treat-
ment accorded thorn rind. the need for measures to minimize erroneous pay-
menta . Procedures which afford management-the. necessary information t o
make . regular and prompt. analyses of ..erroneous payments which are os-
tablished as ovorpnyments-have long .been in existence. The latest in -
_atruction in this regard is Technical . Bulletin VR-2, June 7, 1955 . . The
report, however, appears to be directed to those erroneous payments which ,
.because of the provisions of paragraph I''I1 Part I, Veterwns Regulation
No. 2(a), as interpreted by Administrator's Decision 544, are not es -

tablished as ovex~paymients . These are- charaoterized by stop payments or
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reductions made effective as of the date of last payment, No effort ;asses
been made in the past to distinguish these fr; Daher discontinuance 's o
roductionss. However, study will be ;bade of the situation with a view t o
determining the feasibility Of idatatif'ying thee() vases, making them avail -
able for study of the causes of the erroneous payments and preventiv e
measures .

As is pointed wail In paragraph 10, page 19, the Veterans
Administration has initiated review of compensation and pension cases
administered in the various offices . While those reviews are being
made by Adjudication personnel, the Internal. Audit Service will evaluate
the effectiveness of such reviews .

Page tl contains the following statements : "In another Central
Office case a veteran was rated as totally disabled on . the ground that
he was unemployable . The cone was referred to the rating board fo r
review because of the cancellation of a scheduled physical examination
,and of the failuee of the procedures to provide for a follow-up t o
determine whether his disability continued, to cause him to be unemploy -
able ." Permanent procedure has boon adopted and is contained in pare-
graph :193, VA-Manual M8-5, as revised November 28, 1955, to provide for
a periodic follow-up on the oases of service-connected veterans who hav e
boon vented extra-scheduler total ratings upon the bassi- of individua l
unemployability .

On page 57 the. thought is expressed that payments made to a
person who promptly notifies the VA when a change. in his ciroumetsnc e
indicates that his income will exceed the limitation should be treate d
as overpayments, . subject to recovery . The same view is expressed, on
page 58, with respect to payments discontinued within a range from one
to three months after the beginning of each year, because of the time
required. to. obtain annual income questionnaires, to make the necessary
determinations, and to process the stop payment actions . Adoption of
the first of these views would mean discontinuance of pension as of th e
first of the calendar year, with resultant overpayments in all canes . when
the veterans income .for the calendar year exceeds the etaiutory limitation .
Under VA Regulation 1228(A)(3), this action is limited to those oase s
wherein the veteran fails to notify the VA promptly when his income begins
to increase s© that it will .exceed the statutory limitation . When he
gives prompt notice, his pension -is discontinued as of the date of las t
payment . It is believed the present rule is far more equitable than the .
propaa l : . The regulation constitute- a penalty as to theme veterans wh o
fail to furnish the necessary information promptly . It Is not thought
those veterans who do comply-and furnish prompt information should b e
penalized . . Furthermore, adoption of the proposal Would ressult in ad-
ditlonel expense for -the Adjudication Divisions, the Finannoo Divisions ,
.anal both'the Regional and Central Office Committee on Waivers . The
second proposal is in the nature of the first and again it- is not-thought
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VA questionnaire h p
fiurn_irshoo i nt'o.mat :ton within u. I o eon: t] .o period which rooultrr in the
d!:rscontinox xo of h.J .c p000l In . Accord i.+_;Jy, txio oo;oncy does not o;.roo
Frith either of tl,c ie propc :i1.tioiar:s .

On pro 59 it io z oae:,atenctod that cane.► donation be given to
adopting procfo'urr:o provict1nr tint the annual aotorin:J .nntion of a pen-
nionor'n contlnuc;d ont; :tt omont to pen i on bo booed, in ed.dition to the
information co:ttoi) '?od in the :food o quoet :i .oSrt ci.:tro, upon consideration
of all ini'orr_a Jon co.;,t:a.:tncd in the oloino foldor relating to courco o
and mount of ince o end 1 ;. :i :t ;r utetn , Do,7hr. VA proctico, in tho aboonce
of cuopICi.au(t cirCl'!i;if': tti!-000, t trite :ontri on the cnnu,'1 income quoction o
nai.ro are not gnootionf d. Dc::vo1or . .;1':t; io and r t o .cc`n only if there is
reason to bollovo that the claimant r,iey havo macty on i.nacourato report o f
bloom or mint :i.cipatod i ;noono . In tho ovalunt :t.oa of mutual income quoction m
noires, whore the incc-n for the pr.•ccocling y000 voo in oxcoos of th e
ototutory lisp tt.r tian, the C or X:C folder be obtained onrl. roviosrod . 4
If' the rxplctod !nccmo for tho c:Urront : yc :?Y' lo lobo than the etetUbox. y
1ixnitution End poroIon :io not ci.iccontic}.t:c,cl. retroactively, the fo:l..l .otirin p
procedure io ob ofood . If it io determined. by the oxomination of quontion®
na-reo cuhm ttod. In prior yearn that the poyeo r oported., in one or more
of catch qurstionna:tre,, oxpoctod i.r.cowo o o bee than the statutory limi-
tation when in fact the ouccoodJng quootioonc::tar chciirod the actuci income
to hove been In excoecs of the ototutory limitation, paymonto vii] . he dies -
continued, offoctivo dote of loot poyiront . At tho end of the colondar
year, the :income in then cloto.r ryined on a footur,l baeiu . VA oxpc,r :tondo
throughout the year e he Indiccated. that the radini.nirit:rative oxponno of
routinely chocking ell incroe quostionnairoa e °oinat the claim foldoro
is for creator thin. snny- onvingo in di .00bil .i.ty pnnci .on fundv which may
result from ouch ruv:iear . For e omplo, folio:ring the rcvieion of VA Form
8-59 in Soptombrr 1953, the regional offices were r.equoeited, to furni .t ;h
r©port :rs rolativo to their oxper :tondo with the now forma on a 10 ;4 coupling
booin . A iong other tau they vcro requeo -trod to x•c1ao1 t the various income
cat a ;or ice mod in order that their intportenco on the form might b e
amcertai .nod . Of 44,733 quostionnaircw revio:rc d, 18,434, or 41-piva pe r
cent, chewed that the votoren had no income other than hin dinahil .ity
pension. It ins therefore concluded. that wmy ceiicuiatod rink involved in
the pr'000nt prom oduio ICi economi.ce:t .ly and tidmi.n :i ; trotively sound . Whore
tnrcmo In o yucttcriol footor in entiticcncint: to ponciion, the £ntornol Audit
Service will opot check a nolec;ted number of inccoo quootionnairoa wit h
the Bureau of Internal l.tevonvo to dotormino tho edoqutiey of contvol .e .

On pogo 63 the report atr orcoc the dorirability of ectoblich-
ing the practice of making regular periodic detoretinatione of the con-
tinued dependency ci•atu€a of paront :U of both d000 :arc;d end living votorana .
On Auguct 1, 1955, the VA boon a pzogrrmm to xoth t,ormino the dcpondcney
otatue of peronto of docoustyd World. War 11 votora,n :a in foroi n. cesos and
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parents- of deceased Korean Conflict and peacetime veterans, regardles s
of the place of residence . Approximately 100,000 cases will be reviewed .
Thereefs , it is proposed to establish periodic reviews, the extent
and timing of which will, as to death claims, be affected considerabl y
by the provisions of H. R. 7089, if enacted .

On page 64 the belief is expressed that sound and consistent
determinations of parents' dependency cannot be attained in the absenc e
of sound criteria for considering "net worth ." This relates, presumably
to the provisions of VA Regulation1057(B)(it) .that, " in addition to
considering incme of a father or mother, consideration will be give n
to the corpus of such claimant's estate if under all of the eircumettame s
it is reasonable that the ssme or some part thereof be sold and the
proceeds consumed for the claimant's maintenance . " It is true that
the extent of the consideration to be given to "not worth" is left t o
the judgment of adjudication personnel in the application . of the regu -
lation. This wee Intended, as it is not believed that cniteria can b e
otated which would be controlling on this subject and at the same tim e
permit equitable determinations to be made in all cases effected .

The following excerpt is quoted from page 65 :

"The VA procedures do not require that the individual claims
folders contain a record indicating the consideration give n
by the adjudicators to income and not worth in making eithe r
initial determinations or radetorminations of the dependenc y
shetus of parents . We believe that it would . be desirable for
th) procedures to require that these determinations be reduced
tc wr_tirsg and retained in the claims folders,"

In vies of the fact that the evidence in the file and th e
decision of the sc`_ udicutor relative to the dependency of parent() is re-
viewed by the authorizatioi officer or attorney :evtowor, it ids no t
believed naeesscry for the e:djudicator to prepare a .,ta.tement of th e
evidence and his conclus i (

	

for the file .

On page 65 there appears this rstatomen- "the VA hod indicate d
that consideration is being given to making e surrey at some future dat e
to ascertain the entire family statue of veterans . " Forma and procedures
have been devised for ,.his purpose and it Is anticipated that this addi -
tional chock will he mcdc at an early date .

The following statements ore quoted from the discussion, on pag e
68, of Philippine coned subject to adjustment under Public Law 419, 78t h
Oongress :

"The VA Instructions provide that a 'diary file' will be main -
tamed of all canoe requiring adjudication action under this
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law . However, our examination disclosed that the diary fil e
is incomplete, and it appears that the number of canon requiring
adjustment will be determined only by a review of all Philippine
Cases ."

The subject of the commencing date of awards in Philippine cases involving
Public Twee 419, 78th Congress, is under study . It is believed that th e
question of a review of all cases would not be appropriate for decision
at this time.

Reference is made on page 71 to total disability compensatio n
ratings made under Extension 2-A, 1945 Rating Schedule, as of the 22 d
day of continuous hospitalization in cases where the conditions preceden t
are met . In the report the following statements appear: "The procedures
provide that the Adjudication Division will authorize adjuacmont in th e
ccmponeation payment to the veteran upon the receipt of a notificatio n
from the hospital: that he has been discharged . However, at the time of
our roviow, the procedure did not provide for the necessary follow-up
to definitely aecortain that notifications were being promptly submitted
or even submitted by the hospitals to the Adjudication Division, and that
timely reductions in compensation payments were being m=ade . " The necessary
follow-up is now provided . Furthermore, changes to Extension 2A, Adtjudie
cation Procedures and Hospital l ocoduroe which are now in process o f
coordination will provide for the reduction of the total rate "effectiv e
the day following hospital discharge or the duy following termination of
treatment for a service-connected disability, whichever is earlier ." The
procedures are designed to obviate overpayments in the first instance .
However, in any event the actual termination of the total rate will b e
in accordance with the above quoted amendment to Extension 2-A . On
pages 72 and 73, two cases are described in which, bccauco of broakdone
in procedure, excessive compensation payments resulted . In this con-
nection it is desired to :Mate that under date of Judy 30, 1953, in-
structions wore ienued (TB 8-239) to review all coves of World War II end
Korean Conflict veterans in receipt of componeation at the 100% rate .
Consequently, any other cases of this character should have been detecte d
and adjusted .

Reference-is made on page 74 to the fact that the field statioaa
were not receiving the payment records in ell cacea in which the related
claims folders wore decentralized . by the Veterans Benefits Office. Pro .
cedures have beon established - which require the transfer of the appropriate
.payment records-simultaneously with the decentralization of claims folders .

The subject report contains, beginning with page 79, a chapte r
on the topic of "Disbursing Benefit Payments ." In this chapter it is
stated that " . . . we believe that assurance of the propriety of th e
benefit payments should be attained to a greater degree through accounting
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and procedural control . Such control could bo readily obtained under
a ri;oohanizod mothod of oporation . We also believe that the adoption of
a fully mechanized system providing for a cc''iplote integration of all
payment (accounting), disbursing and related functions would result i n
a xnoro efficiont and ccona ical operation ." The report further states
that " . . . a procedural outline of a mechanized system had been
developed for i nutailation on a tent basis in the VA New York Regiona l
Office . This outline is being examined by the VA at the suggestion of
tho Accounting Systems DivIeion, General Accounting Office, to determine
whether it is poeoibla to provide for more complete integration of red ,
latod functions . "

Since the prepor-ation of the report, ropreaontativeo of the
GAO and the VA have evcleu ;lt' d possible methods to bo used inmost
etficiontly integrating the benefit accounting and disbursing in the VA
Now York Regional Office, airultoneoucly considering other p000iblo
aroaa into which :ho integration should oxto.id . Such a system has boon
devised, and pro p , nt cohodh le, call for inetal7 ation of the :syoi ui in
four phnhoo, ouch one month apart, the first phura of which becam e
effective LopLcxbor 1, 1955 . After complete inotal.lation, it is antici -
pated that two months will be required to smooth out operating practices .
Evaluation of tii cyotem will be acconplishor1 by comparing the coo-to in -
cuarod by the Treasury Department and the VA under exio ti g d iabure ing
practices with costs incur red undo the fully irrtegi at'cd mechanize d
cyst= in the VA . Corte of the oo pn ato systems have boon obtained ,
while costs under this int-gratod nyntem will bo obtained over a throo.
month por. sod .

The Trea ury Dopartment has agreed to a temporary dolegat Io n
of disbursing authority for the pilot inutnl-lat :ton in the Now York
Regional Offico . 'Ic,;rovor, , they hoot) withhold ouch authority on a mor e
widooprond hook until the reunite ,C the Now York op rablon have boo n
e = alnatcd . Phuo, it Lppooro that authority to o>aL•eend the ayatom canno t
be obtained until .box July 1, 1956 . Uomover, plow will he laid for
extending tho cyatom in the VA, brined on oxpoctod, reoul:tu t' e;ho pilot
inetol1ntion . Thia tentative schedule for installation raid evaluatio n
can be ou marizod- ao followa :

Inn taliat ion o four phi.+. .son

	

SepteLibor 4 December . 1955
T.Mpr ov i Ont or ref inmost period Jarnuiry -- FLhr Uaay 1956
Coot o'a1uatfon

	

March a May 19 6
Evaluation oC coot data

	

June' 1956

I u•riah to thin? ; you for they thorough oxnmi'aatio,a which your
made of oar rdjud :trr,'J :In prcacodux ao . Although your examination



aivul~aa the neceB ity' for certain ad,~ustments, it is most gratifying . .
to know it'did not disclose any specific pattern of weakness in:adjudi®
cation aporation.9 .

Si 441y yours ,

H. V. HIGLEY
Administrator




