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COMPTROLLER GENERAL OF THE UNITED STATES
WASIHINGTON 25

B-114859 JUN 4 1956

Honorable Sam Rayburn
Speaker of the flouse of Representatives

Dear Mr. Speaker:

Herewith is a copy of our report on Review of Comw
pensation and Pensicn Program, Vashington Offices,
Vetorans Administration, July 1954. Thig review was
made by our Division of Audits pursuant to the Budget
and Accounting Act, 1921 (31 U.S.C. 53), and the Accounte
ing and Auditing Act of 1950 (31 U.S.C. 07:.

The review dia not disclose any specific pattern of
weakness in the compensation and pension adjudication
operations. However, it did reveal conditions which,
when brought to the attention of the Administration, con-
vinced them of the need to undertake a review in all of-
fices of M"static" cases and of those cases where conmpen-
sation benefit payments are being made because of the
dependency of a veteran's parents. Ag indicated in the
comuents of the Administrabor of Veterans Afilairs, sub-
nitted with this report as appendix C, the administra-
tion has now broadened its review of "static" cases to
include cases of all veterans under {ifty-five yeers of
age who are receiving compensatioa and pension paymentge.
The Administration®s action in promptly initiating these
reviews is commendable.

An examinsbion, similar in scope to that made by
the Diviston of Audits in the Washington offices, excepl
that it did not include any evaluation of the propriety
of assigned disability ratings, was conducted in thir-
teen of the Administrationts regional offices by our
Office of Investigations. The findings generally are
of about the same nature and significance as those dig-
closed by the review in the Vashington offices.

A copy of this report is being sent today to the
Pregident of the Senate.

Singerely yg%is,

Comptroller General
of the United States

Enclosure
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REPORT ON REVIEW

OF

COMPENSATION AND PENSION PROGRAM

WASHINGTON QOFFICES

VETEBANS ADMINISTRATION

JULY 195k

The Divislon of Audlits, General Accounting Office, has made a
review of the COMPENSATION ANEC PENSION PROGRAM operations in the
Veterans Admlinistration's Central and Vashington Reglonal 0Offices
(the operations are now conducted in the Washlngton Veterans Bene-
fits Office) pursuant to the provisions of the Budget and Accounte
ing Act, 1921 (31 U.S5.C. 53), and the Accounting and Auditing Act
of 1950 (31 U.S.C. 67). The review included a study of the legis-
lation, veguiatliony, and operating and procedursl instructious per-
taining to tne Ccompensation and Pension Propram and an examination
ofrreprésﬁtﬁative apmpensation and pension awards and yrelated fi.
nane¢iai transactions,

The Veterans Administration (refsined to hereinafter ag the
VA) was created by Executive Order 5393, dated July zi, 1930, pui=
suant to the act of July 2, 1930 (46 Stat. 1016; 38 U.S.C. 11), a3
an lridependent agency in the execttive braueh of the Goveirnment to
administer all laws authorizing benefits far I'ormer members of the
.Afmed Forces énd for dependents of decensed former members of tha
{Afmed Fofces; Before the creation of uvus Va, iaws relating tn vot.
~ erans had been administered by the Bureau of Pengionr. the

Unlted States Veterans Bureau, and the National Home for Di.:..ed

"leunteer Soldiers.



This report comments on the filndlugs of ocur exanination and

-the corrective actlons taken where necessary. Briefly, the erami-

nation resulted in awards belng increased, reduced, discoriinued
or suspended in about 1-1/2 percent of the cases examined, in de-
terminations belng wmade of the dependency status of parents of liv-
g and -of deceapwi veterans, and ln a change in the requlrements
foy reportlng income by valkerans aod depeudents of deceassd vet-
erans who vrecelive penslons., Ty findings are summarized on

pages 15 through 22.
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NATURE AND SCOPE OF THE COMPENSATION AND PENSION PROGRAM

- NATURE OF BENEFITS

The Compensation and Pension Program is the oldest, most
costly, and probably the most permanent of all veterans! benefit
prbgrams administered by the VA, A brief description of the na-
ture of the compensation and pension benefits and the ratest of
payment folloﬁs:

Compensation for service-connected disablilities

Veterans disabled as a result of diseases, gunshot wounds, or
any injuries incurred in or aggravated by active service in the
Armed Forces in line of duty, and not as a result of willful mis-
conduct, and discharged under conditions other than dishonorable
are entitled to cash benefits.

The cash benefits currently pavable to dlsabled veterans of
World War I, World War YI, and service on or after Juns 27, 1950
(referred to hereinafter as the Korean Conflict), range from $17
per month for a 10 percent disability to $181 for total disability.
These monthly benefits may be increased by $47 in the case of tho
loss of, or loss of use of, one extremity or one eye., In the case
of certain specific disabilities the monthly benefits payable
range from $279 to $420. PFurther compensation is payable to a

veteran who i3 50 percent or more disabled and has a wife and/or

Ihe ratos of payment stated in this and other sections of this
report are those in effect after October 1, 1954, at which time
Public Laws 695 (68 Stat. 915) and 698 (68 Stat. 916), 83d Con-
gress, authorized, with certain exceptions, an increase of 5 per-
cent in rates of compensgation and vension payable to veterans and
spacific increases in certain of the rates of compensation and
pension payable to dependents of deceased veterans.



children, and/or dependent parents. In some instances the monthly
compensatlon amounts te about $500., The rates of additional com-

pensation for dependents follow:

Wife with no child $21.00
Wifs with one child 35,00
Wife with two children L5.50
Wife with three or niore children 56,00
No wife, one child 14,.00
No wife, two children 24.50
No wife, three or more children 35.00
IEach dependent parent 17.50

Compensation payable to a veteran for disabilities incurred
during peacetime ssrvice is 80 percent of the amount payable for
simile *» disabllities incurred in wartime.

“Penglon for nmon-service~-counected disabilities

Veterans of World Wer 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 peon-
sion payments. To be entltled to these payments, a veteran must
have served in the Armed Forces at least 90 days or have been dis-
charged sooner because of a service-connected disability, must
have been discharged under conditions other thar dishonnrable, and
must nbt have incurred the disability as a result of willful migs-
conduct.

The currant monthly peunsion is $66.15. This amount is in-
ereased to 378.75 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 ald and attendance. The pension i3 not payabloe



to a veteran whose income exceeds $1,400 per annum if he i3 un-
married or to a veteran whose income exceeds 32,700 if he has a

wife or minor children.

Allowance for the purchase of automobiles
or other convevances

Veterans of World War II and the Korean Conflict who are en-
titled to compensation for certain specified disabilities are en-
titled to an allowance not exceeding 31,600 toward the cost of an
automobile or other conveyance, including any special equipment,

Allowance for the purchase
of specially adapted housinug

Veterans with certain specified service-connected permanent
diseases or injuries are entitled to speclal assistance in acguir-
ing suitable homes. The assistance to a veteran cannot exceed
more than one half the purchase price of a dwelling specificaily
adapted to his needs or $10,000, whichever is the lower.

Compensation to devendents of veterans
for service-connected death

An unremarried widow, unmarried children under the age oi 1§
years (21 years of age if attending a school approved by the Vec-
er>ns Administration), and dependent parents of a deceased veteran
may be entitled to "death compensation." Dependents are 2liglble
for compensation only if the veteran?s death was due to disease or
injury incurred in the line of duty and not as a result of willful
misconduct, and if the veteran dled after release from service he
must have been discharged under other than dishonorable conditiouns.

The rates of compensation paymente to dependents of deceased
veterans of World War I, World War II, and the Korean Conflict

follow:



Widow with no child $ 87

Widow with one c¢hild 12
For each additional child 29
No widow, one child 67
No widow, two children 9L
No widow, three children 122
For each additional child 23
One parent 75
Two parents, each 40

Compensation payments o dependents of deceased veterans who
served in the Armed Forces during peacetime are based on 80 per-

cent. of the above rates,

Penglon to_deperdents of veterans
for non=gervice-connected death

An unremarried widow and unmarried children undexr 18 years of
age (21 years of age if attending a school approved by the Vet
grans Administration) of a deceased veteran of Werld War I, 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 degeased vet-
eran of World War I who at the time of his death either (1)} had
90 days or more service, or (2) had been discharged because of
disability incurred in line of duty, or (3) was veceiving or en-
titled to receive compensation, pavision, or retirement pay for a
service-connected disanility. These pensions are payable to deg-
pendents of dececased veterans of World War Il and the Korean Con-
fliect only if the veteran at the time of hi. death (1) was receiv-
ing or entitled to receive compensation for a service-connected

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



having served at least %0 days or having been discharged for dis-
ébility incurred in line of duty, had a disability for which cou-
pensation would be payable if 10 percent or more in degree. No
relationship need exist between the veteran's service-connected
disability and the disability resulting in his death.

There 1s a marked distinction between the eligibility require-
ments for a pensioa for dependents of deceased World War I veteranc
and those for dependents of deceased veterans of Worid War II and
the Korean Conflict, The difference is that ia the majority of
cases a dependent of a deceased Vorld Var T veteran is entitled to
a pension if the veteran had merely served 90 days or more, while
a dependent of a Jdeceased veteran of VWorld War IT or the Korean
Conflict is entitled to a penzion only if the veteran at the time
of his death had a service-connected disability.

The rates of the monthly pension payments follows

Widow, no child 850,40
Viidow, one child 63.00

For each additional child 74560
No widow, one child 27.30
No widow, twe chiidren LO,95
No widow, three children 5,60

FFor esch additional child 7,56

These pensions are pavable to a widow without a child or to a
child whose annual income does not exceed %l,bOD and to a widow
with a child or children whose income does not exceed $2,700,

Reimbursement of burlal expenses of deceased veterans

The persun who pald the burial expenses of a deceased veteran
of any war, including the Korasan Conflict, who was discharged
under other than dishonorable c¢onditlons may be reimbursed for

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



be made to cover the burial expenses of a veteran who served in
the Armed Forces during peacetime and who at the time of his death
was recelving compensavion for a service-connected disability or
had been retired for a disabllity incurred in linas of duty.

SCOPE OF PROGRAM

Since 1776, when the first national pension law was enacted
by the Continental Congress,; compensation and pension payments to
vetefans and dependents of deceased veterans have amounted to
aboui 32 billion dollars. A summary of the cumulative payments
and the number of veterans and dependents of deceased veterans to
whom payments were being made at June 30, 1953, follows:

Number of persons

receiving payments
at June 30, 1953

Dependent s
Total payments of
o} Living deceased
June 30, 1953 veterans veterang
Revolutionary War i3 70,000,000 - -
War of 1812 hé 218 ,390 - -
Indian Vars 109 136 606 278 1 h06
Mexican War 61, s 771,227 ~
Civil War 8,179,351,779 1 74 7‘8
Spanish~-American War 3, 393 042,793 ? o b7 83, 876
Regular establishmant 635 390, 2607 62,207 28 295
Unclassified 16 ,513,426 -
World War I 9, 836 118, »230 632,312 h2h,llh
World War II 9, h21 798 773 i, 675 230 SOg,Qhé
Korean Conflict 83 357.371L 63,359 38,871

$31,852,609,202  2,505,834% 1,089,318

dIncludes 1,577 persons receiving emergency, temporary, Oor reserva
officers? retirement pay.

The Government's obligati¢n for benefit payments under existing

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



: bénefit

payments

dependents of deceased veterans until 1945,

to living veterans continued unti) 1905 and to

In fiscal year 1953 benefit payments were made to 2,504,257

~ the approximate amount of $2,373,000,000,

fit payments follows:

Payments_to veterans

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

A summary of the bene-~

Compensation for
service-connected

Pensions for non-
servlice-connected

digablilities disabilities Total .
Rumber of Number of Number of
veterans Amount veterans Amount yaterans Amount
World Var I 260,990 ¢ 239,303,317 369 750 $300,794,926  630,7L0 §  5:40,008,24)

World War II

1,633,645 1 012, 398 613
Korean Conflict

62,852 40,142,222

Other wars 4,98 1,021,415
Regular estab-<
lishment __bnr,207 42,293,135

2,020,108 $1,335,154,702

,580 34,935, 1382 1,675,225

1,047, 31L,b95

501 302,925 63 359 L0, 451,147
72,228 93,743,283 72,726 9k,70»,n°o
- - 62,207 42,293,135

h 4,059 “4 9,777,016 2,904,257

$1, 76k, 901,716

Payments to dependents of deceased vetsrans

Compensation to de-
pendents for service-

Pensions to depend-
ents for non-service-

The percentage of the number of awards at June 30,

connected death connected death Total .

Humber of Number of Number of

deceased daceased decensed

veteransg Amount veterans Amount veterans Amgunt
World Var I 59,036 § 51,977,403 267, hoS $158,812,25, 325,501 3210,789,5457
VWorld VWar 1L 270,425 287 077 920 20,635 13, 3)6 229 291,260 300 L34, 145
Korean Conflict 20,341 21 728 '640 L5 23,263 20,386 21,751, Qé
‘Other wai's 1,284 99& 270 #9,539 57, ;77 500 90 823 58 571,860
Regular establish-

ment 18,780 16,533,428 - - 18,780 16,533,428
369865 $378,311,701 377,88 $229,759,336 47,750 $608,0%).027

1953, to

veterans for compensation for service-connected disabilities in

each of the gradations of disabllity, as classified in the VA

statistical records, follows:
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ADMINISTRATION OF THE COMPENSATION AND PENSION. PROGRAM

Under the organizatlional plan in effect during the me jor po=
riod of our review, the functions relating to the administration
of the Compensation and Pension Program were assigned to the
Assistant Administrator for Claims, the Asslstant Administrator
for Finance, the Solicitor, and the reglonal and district offices.
The Asslstant 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 additlion to those relating to the Compensation
and Pension Program,

On Septembei 7, 1953, the Admlinistrator of Veterans Affairs
adopted a line or departmental and staff plan of organization for
the Veterans Administration, Three separate departments were €8w-
tablished. The Department of Medlecine and Surgery is responsible
for providing medical care and treatment of veterans (including
operation of hospltals, domlciliaries, and cliniecs)., The Insur-
ance Department is responsible for operating the veterans' insur-
ance and servicemen's indemmity programs. The ﬁepartment of Vet
erans Benefits 1s responsible for providing financial asélstance
- to veterans and dependents of deceased veterans to compensate them
for loss of earning power becaute of the veterans' service in the
Armed Forces and to veterans to ald them in bheccming readjusted to
thelr normal civillan pursuits. The Department of Medlcine and
Surgery 1s headed by a Chlef Medlcal Director and the other two
departments by Deputy Administrators. The plan of organization
provides that the Administrator®s staff will function principally

11



in a policy~making, appralsing, and advisory capacity and that the
departments wlll operate thelr respective programs within policies
and'fegulatlons prescribed by the Administrator.

Under the new plan of organization the Deputy Administrator
for Veterans Benefits is responsibdle for all runctions pertaining
to the Conpensation and Pension Program and other benefit programs.
The placing of all operations pertaining tc the Compensation and
Penslon Program within a single department headed by the Deputy
Administrator for Veterans Benefits relieves the Administrator of
Veteraas Affairs and the Deputy Administrator of Veterans Affairs
of direct respounsibility for administering the program and should
facilitate the coordination of the operations and improve operat-
ing efficlency.

The new plan oif' organization, as originally adopted on Seytei
ber 7, 1953, has since been modified to avold conflicting policles,
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 teet
sulted 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 Reglonal Office and certain
Central Office operating units), 69 regional offices, and 3 diB-
trict offices.

12



Generally, compensation and pencion clalms by living veterous
are aduinistered 1n the Washington Velerans Benefits Offics and
the reglonnl offices., However, clalms by veterans who are eme-
ployed by the Administration; clelms by veterans anld survivoras f
deceased veterans who served in the Armed Services before July 16,
1903, or who reslide outside the continental limite of the
Urited States, unless within the jJjurlsdictlon of the reglonal o~
fices located in Alaska, Hawaill, Puerto Rlco, and the Philippinesn
and claims of speclal types are administered in the Washington
Veterans Beneflis Office. The Jjurlsdicticnnl area of the roglonsl
offices 1s established on a geographical basls., A veteran's claim
1s under the jurlsdiction of the reglonal office within whose &raan
he resides. VWhen a veteran changes hls resldence from the juris.
dictlonal area of cne reglonal office to cuother, Jurisdiction
over the administration of his case and payment of benefits 1s
also transferred.

Claims by survlivors of other deceased veterans are adminlisg.
tered in tl.e three disirict offlces. Generally, Jurisdicitloi: aver
a claim is assigned to the district offlce within whose area 18 low
cated the regilonal offlce having Jurlisdiction over the veteranis
claims folder, or to the district office having jurisdiction over
his Natlional Service 1life insurance if no clalms Tolder exlsts, or
to the distriet office within whose area the veteran dled 1T there
is neither a claims folder nor National Service l1life insurance in

force,

13



The administration of compensation and penslon cases includes
the adjudication of claims, the payment of benefits granted and
nalntenance of necessary records, and certain auxiliary services,
such &s rendering ald to claimants applying for benefits and

making physical examinations of veterans.

14



SUMMARY OF FINDINGS

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,

1. Examination of cases

Our examination of compensation and pension cases resulted in:
a. Benefit payments being awarded or increased .in 13
cases, reduced or discontinued in 55 cases, and sus-
pended or otherwise changed in 13 cases (abont 1-1/2
percent of the cases examined).

b. Erroneous payments of $24,166 being established in 20
cased as overpayments subject to recovery.

¢. Additional benefits for prior periods totaling
$43,156 being paid in 82 cases.

A determination of the necessity for corrective action remains to
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 the
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 ¢y termi-
nation of payments in the 55 cases is equivalent to a Jecrease in
benefit payments of about #28,110 on an annual basis. (See pp. 23
to 29,)

2. Rating of veterang! dissbilities

The statute authorized the adoption of a schedule of ratings
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 provided in
the rating schedules for the various types and manifestatlions of
disabilities are not based on an actual determination of the ef-
fect of such dlsabllities on the average earnling capacity of 1indi-
viduals in civilian occupations. (Cee pe 406 )

3. Pensions to veterans fox
nope-service~commected disabilities

The statutes provide for the payment of pension to a veteran
forr a non-service~connected disabiiity when it 1s reasonably cer-
taln that the disability will continue throughout his 1life even
though it is less tran total in degree if it is of a nature that
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 unemployability
1s due to his disability or that he is in fact unemployable., (See
PP, 50 to 52 .)

L, Increased_comnensation to veterans_ for dependents
and_compensntlon to dependents of deceased veterans

Our examination disclosed that determinations of the depend-
ency of parents of deceased World War II veterans reccilving compen-
sation payments had not been made since the awards were granted,
Ve, therefore, suggested to the Administrator that it would be ad-
visable to make a current determination and that the result might
indicate how frequently thereafter such determinations should be
made, This suggestion was adopted and reviews were made of the de-

pendenzy status of parents of deceased veterans and parents of

16



living veterans. These reviews resulted in terminating compensa-
tion payments to 13,900 parents of deceased veterans and discon-
tinuing the additional compensation allowances to veterans for
3,575 parents that were found to be no longer dependent, The estl«
~mated reduction in annual payments is equivalent to $7,700,C00 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-
gérded in determining the dependency of a parent. We belisve that
parents should be considered as dependent only if they are unable
to provide for themselves and that a determination of a parentts
- dependency requirss 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 c¢om-
pensation allowance for dependent parents should be contingent
upon his contributing to their support,

The dependency studies by the VA disclosed cases whare vchers
‘ans were being paid additional compensation allowances for depaend-
ent parents although the pai ts 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 determine
their continued entitlement to receive additional compensation al-
lowances for dependents. (See p. 73.)
5. Pavmeht of pensions to veterang and dependents of

deceased vetarans whose annual income cxceads the
praescribed limitations.

We pointed out to the VA that pension payments were in some

- instances baing made to pensioners when their income exceeded the

17



prescribed statutory limitations on income, that no consideration
was being given to the recovery of the excess payments, and that
the form of annual "income questionnaire," required to be submit-
ted 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 to
adopting procedures to provide that the annual determinations of a
pensioner's continued entitlement to pension be based not solely
on the income questionraire submitted but also upon consideration
of all information contained in the claims folder relaﬁing to
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 becomes
apparent that a pensioner's annual income will exceed the pre-~
scribed limitation. We estimate that pension payments in 1953
would have been about $2,800,000 less if the new regulation had
then been in effect,

The Administration also adopted a revised form of "income
questionnaire™ to be submitted by pensioners at the beginning of
each caiendar year. We believe that the use of the revised form
enables the VA to make better annual determinations of pensioners?

continued entitlement to ponsion.

18



6. Effective date of discontinuance or reductlon
of awards of compenseiion and pension benefits

The reduction in or discontinuance of an award because of a
change in & veteran's disability is made effective as of the end
of the month in which a 60-day grace period following the date of
the award action expires. The currenlt statutes do not authorize
the postponement of the effective date of discontinuing or reduc-
1ng'an 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.)

7. Ald_and atiendance allowspuce
to _veterans lun_soldiers'! homes

We bellieve that comsilderation should be given to reducing the
additlional compensation allowance to a disabled veteran for ald
and attendance when he is being maintained in a state soldlers!
home and is belng furnlshed with nursing and attendant's service,
Under the act of August 27, 1888 (25 Stat. 450), as amended, the
VA pays a stete for each dlsabled veteran in a state soldiers'
home one half of the cost of maintaining the veteran or {700,
whichever is the lesser amount. Thus, an award of an aild and at-
tendance allowvance to a dlsabled veteran being maintained in a
state soldiers! home results in the Government paying part of the
cost of furnishing nursing and attendant's service to the veteran
in addition to paying the full allowance to the veteran,

8. Disbursipg benefit payments

Our examination in the two VA VWashington offices disclosed
only a few instances where benefit payments had not been made in .
accordance with awsrd actions; the errors were of mlnor importanase,

The attainment of the high degree of accuracy in processing
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benefit payments under the present system is largely dependent on
the integrity and competence of individual employees, We believe
that assurance of the propriety of benefit payments should be ate
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 fully
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 benefit payments

The Administration's policy provides that erroneous benefit
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 be=
ing regarded as overpayment since they result more frequently
from some incorrect action taken or failure to take some required
action on awards after they have been granted rather than from the
improper granting of the awards.

We recommend that the Administration give consideration to de-
veloping and adopting a single instructional directive setting
forth the policy for consideration of erroneous payments. We be-
lieve that it would tend to assure that proper and consistent con-
sideration is given to erroneous payments, We recommend also that
consideration be given to establishing a reporting and review pro-
cedure so that management will be apprised of all erroneous pay-

ments and can determine the propriety of the treatment accorded

20



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 of
three members, one of whom is a physiciany 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.,

VWle believe that the use of a three-man rating board for rat-
ing veterans' disabilities provides the Administrator of Veterans
Affairs with reasonable assurance that the degree of a veteranis
~disabilities is established in accordance with the provisions of
the rating schedules. However, our examination in the VA Washing-
~ ton offices did disclose cases where the ratings assigned were
- 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 on
the basis of new physical examinations of the veteran. (See pp. 43
to 50,) As indicated in the comments on page 28, many of the
- 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 adjudicate
"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 of
~compensation and pension cases administered in its various offices.

The reviews are being made by adjudicstion personnel,
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During the period of our examination the VA established an ine

" ternal audit service in the VA Controller's Office. We have boeen

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

‘tion of adjudication procedures, practices, and other prescribed

-control measures to determine their adequacy and effectivensss,

We recommend that the internal audit service esvalaate the effece
tiveness of the reviews of compensatiocn and pension cases that are
now being made by the adjudication perscnnel. We further recom.-
mend that consideration be given to determining whether the review
of the current adjudication operations in field offices now being

made by field supervisors is sufficiently broad in scope to dis-

close whether award adjudications are being made in accordance

with regulations and prescribed procedures and whether thers are

weaknesses in the operations rsquiring corrective action.



ADJUDICATION OF CONPENSATION AND PENSTION BENEZEFIT CLATMS

The Washlugton Veterans Beneflts Office administers compensa-
tion and pension cases for living veterans wlthin its Jurlsdlc-
tlonal area, for gll veterans who are employed by the Veterans Ad-
minlstration, and for veteraus and survivors of deceased veterans
who Sefved 111 the Armed Forces before 1903 or who reslide in foreign
countrlies., At the time of our examinatlion, the cases now adminlis-
tered In thls offlce were beling administered in the Washington Re-
glonal Offlce and the Central Office., The following tubulation
indicates the number and type nf cases that had been administered

in each office:

Washington
Regional Office Central Office
Payments Payments
Number in flscal Number in fiscal
of cases year 1952 of cases year 1952

World War I 6,104 & 4,842,259 16,237 § 14,241,654
World War II 20,756 11,142,455 50,830 51,890,786
Korean Conflict 159 52,989 1,661 4,403,363
Regular establisghment 1,174 851,136 5,628 5,173,546

28,193 16,888,839 74,356 75,709,349
Other wars 171,335 150,726,974

28,193 $16,888,839 245,691 $226,436,323
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These cases are Turther classified:

Payments
Number in fiscal
of cases year 1952
Payments to veterans:
Compensation for service-
connected disabilities 53,873 § 34,291,383
Pensions for non-service~
connected disabilities 85,164 _98,822,399

139,037 133,113,782

Payments to survivors of deceased
veterans:
Compensation for service-

connected death 39,338 51,064,071

Pensions for non-service-
connected death 295,509  _59,142,309
134,847 110,211,280

The adjudlcstion of a clalm under the various beunefit laws
and the prescribed regulations and procedures involves (1) exame
Ining the claimant's appllication, obtaining required documentery
support--such as evideace of service in the Armed Forces, condi-
tlons‘of discharge, medical reports, and evidence of dependency-=
and arranging for the physical examination of the veteran; (2)
evaluating the assembled data to determine baslc entltlemeut to
the beneflts clalmed, the existence and degree of a veteran'o dls-
abllity, and whether it is attributable to service in the Armed
Forces; (3) notifying the claimant of the adjudicated decision and

authorizing payment actlon if an award 1g granted; and (L) amend-

ing awards previously granted when a change occurs in a veteran's

disablillity or famlly status.

The adjudication functlons are performed in an adjudication

division comprised of authorization units and rating boards, The
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authorlzation units are responsible for essembling the data neces-
sary for evalugtlon of claims, determining that legal, as opposed
to physical, requirements are met, notifying claimants of adjudica-
tion action, and authorizing payment of awards. The rating boarde
are responsible for evaluating medical reports and other data to
 determine the degree of a veterén's disabllity and whether it 1s
attributable to service iun the Arméd Forces. As an indication of
the importance of these functlous, a determination that a veteran‘s
exlsting disabllity resulted from service 1n the Armed Forces may
entitle the veteran not only to disability compeunsation benefits
during his entire lifetime but may, under certaln conditions, also
entitle his wife, children, and dependent parents to beneflts
after hls decease,

Our examination of compensatlon and pension cases included
cases of all types except those classified in the summary on page
23 as YOther wars." It lncluded a comprehensive review of all ad-
Judicatlion determinatlious having a bearing on an award of beneflts.
The extent of the examination and the number of cases in which cor-
rective action was taken or is pending follow:

Washington

Regional Central

Office Office

Number of cases of type examined (see pe 23) 28,193 74,356
“Number of cases examined 1,655 3,475
Percent of total 549% 4.7%
Number of cases in which corrective action was
taken or 1s pendiag L1 352
“Percent of cases examlined 2.5% 10,1%
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In additlon to the foregoing 393 cases in whlch corrective action
‘was taken or is pending, we noted 238 cases in the Washington Re-
- glonal Office and 115 cases in the Ceuntral Office where the pre-
seribed regulations or procedures had not been completely followed
or where the awards were not fully supported, However, no adjustm
ments were required in the current benefit paymentas. A summary of
the cases examined and questioned by type of benefit is presented
as appendix B.
The nature of the action taken or to be taken 1n respect to

the 393 cases 1s as follows:

Nunmber
of
CABER
Benefits awarded . 2
Increase in beneflt payments 11
Reduction in benefit payments 24
Discontinuance of beneflt payments 31
Suspenislon of pension payments 6
Change in effective date of graduated reduc-
tions in payments c¢n tubercular cases —Z
81
Erroneous payments established as overpay-
ments (note a) 15
Payment of additlonal beneflts for prior pe-
riods (note b) 50
Correctlive action dependent on:
Obtalning reports of death frcm service
departments (see p. 75). 218
Evaluating reports of physlcal examina-
tions to be made at a future date 14
Obtaining other evidentlary data 215 2h7
393

aErroucous payments were alpo establighed as recoverable
overpayments in five cases where beneflt payments were re-
duced or discontinued.

bRetroactlive payments were also made in 32 cases where ben-

eflt payments were awarded, increased, or otherwlse
changed.,
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As Indlcated in the foregolung tabulation, changes have been

made in awards in 31 cases and determinations remaln to be made of

the propriety of awards 1n 28 cases and of the possible need for
further retrdactive payments in 218 cases. Of erroneous payments
totaling $67,638 in 42 cases, the VA established $24,166 in 19
cases as overpayments subjsct to recovery. (See p. 87.) The pay-
ments df additional benefits for prior perilods to the benefliclarlen
in the 82 cases amounted to $43,156,

Our examination disclosed also a number of minor errors whlch
we brought to the attention of the VA for consideration., We
pointed out also that stop-payment orders were not belng accorded

the priority of consideration necessary for a prompt termination

. -of the payments.

Although our examination resulted in the adjustments sunma~
rized ln the foregoing tabulation, it did not disclose any spe-
cific pattern of weakness in the adjudilcatlon operatlous. However,
of the 55 cases where benefit payments were reduced or discon-
tinued, 47 cases had been consildered or treated as "static."” I a
"static" case benefit paymerts noérmally contlinue unchanged until
they are questioned by the vetersn., The reduction or dilscontinuvs-
tlon of benefit payments in the 55 cases 1s equlivalent to a de~
erease in payments of about $28,110 on an annual basis. The in-

crease In venefit payments lu the 13 cases where awards were

amended or 1lncreased amount to about $3,550. This net decrease of

%2&;560 in annual benefit payments resulting from the changes made

in awards 1s equlvalent to about 1/2 of 1 percent of the total an-

nual payments on the cases examined, The monetary adjustments
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indlcated gbove are not necéssarlly indicative of what might be
.found if the entlre case load were to be examined, since our
samples 1lncluded more than a proportionate share of cases in the
higher'dlSabllity ratings where an error in award action might re-
sult 1n‘a larger-than-average monetary adjustment.

The majority of the questlioned determinations were made dur-
Ing World War II and the ilmmediate postwar period. The Chalrman
of the VA Rating Board, in a report dated January 21, 1952 (see
appendix A), stated that the release of many servicemen from the
Armed Forces upon the cessation of hostllitles resulted 1iu the
need to adjudicate a great number of claims with a minimum of de-
lay., He stated also that thls resulted in some fallure to develop
avallable evidentlary leads and to carefully review all avallable
evidence as well as a tendency to resclve doubts in favor of the
veteran lunstead of settlling them by procurement of evlidence, He
further stated that thls haste necessltates a systematlc review of
the adjudications but that such a revliew has been lmposslble be-
cause of reduced administrative appropriations. However, the VA
did inltlate a review of the compensation and pension cases admin-
lstered in 1lts varlous offices after the 1lssuance of a memorandum
by the General Accounting Office in January 1954 which summarized
the tentatlve findings of a review of compensation and pension
cases in the Washington RBeglonal Office., These reviews are belag
made by adjudilcation personnel. The findings of thelr initlal re-
view, topether with the finiinps of our examinntion of cases in

the VA's two Washington offices, should enable the VA to deflinltely
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deterimine the need for and scope of their review and thoge areas

where procedures or practices should be changed or intermal con-
trolymeasures strengthened in order to assure that benefit pay-~
ments are awarded properly in all cases.

The caseg in which the benefit payments were questloned are
summarized below by type of determination., Comments on the cases
are contained in the following sectlons of this report on the indl-
cated pages.

' Number of cases

Washington
Reglonal Central

Office Office

Basic entltlement of veterans to compensation

and pension henefits (see ppe. 30 to 39 ) 9 3
Rating of veterans' disabilities (see pp. 40 to
52) 32 11
Physlcal examlunations of veterans (see pp. 53
to 61) 198 126
Pensions to veterans and dependents of deceased

veterans (see pp. 62 to 69) 33 21
Dependency allowances (see pp. 70 to 7h) 2 13
Commencement, adjustment, and termlnation of

beneflt payments (see pp. 75 to 84) 5 291
Jurisdiction over cases (see p. 84) — 2

279 L67

|
|

|
|

29



BASIC EMTITLEMENT OF VETERAMS TO COMPENSATION
AND_PwNSION BENEFITS

The statutes and the VA regulations prescribe the persons who
are entitled to receive disability compensation and pension bene-
fits. To be entitled to either type of benefit, a veteran must
have served in the Armed Forces during certain preseribed periods
and must have been discharged under conditions other than dis-~
honorable. He 1s entitled to disability compensation if his exist-
ing disease or injury was incurred in line of duty and not the re-
sult §f willful misconduct. He is entitled to a pensicn if he is
permanently and totally disabled not as a result of service in the
Armed Forces.

Required period of service

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 187, Eighty-second
~ Congress., This law specifically prescribes that such allowances
may be granted only to veterans who incurred certain specified
disabilities during World War II, which by Presidential proclama-
tion was‘deemed to have ended on December 31, 1946, or after
June 26, 1950, the beginning of the Korean Conflict. However,
this veteran became disabled during an enlistment period which
began on March 17, 1947, and ended on September 28, 1948, The
error in granting the allowance was brought to the attention of

the VA and the veteran was notified on May 26, 1953, that the
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“allowance would have to be refunded. The veteran indicated that
fepayment of the allowance would necessitate great hardship and
would in effect be impossible. Under Public Law 187 the Adminis-
trator of Veterans Affairs has no authority to waive the recovery
of any incorrect payments made under that law. An appeal by the
veteran to the Board of Veterans Appeals was denied and arrange-~
ments have been made for the repayment of the #1,600 by offset
against disability compensation benefit payments.,

Line of duty and willful miscounduct

The statutory requirement that a veteran's disability must be
incurred in line of duty and not the result of willful misconduct
is not met if the disease or injury was contracted when he (1) was
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 civil
court did not involve a felony.

Our examination disclosed that adjudication personnel does
not always consider the circumstances surrcunding the incurirence
of disabilities to the extent necessary to determine whether they

were incurred in line of duty and not the result of willful mis-
| conduct. Reports by the service departments indicating that a
véteran's injuries were the result of his willful misconduct do
. not always gilve rise to further investigation to determine whether
the circumstances are of a nature that would be a bar to his en-

titlemeht to benefits.
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Office are illustrative of what appears to be inadequate consider-

The facts relating to two cases in the Washington Regional )
7
{

ation in arriving at these determinations. 1n one case a veteran o

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 #11lful misconduct.
We brought this case to the attention of the VA and upon further
investigation the award was termineted. The incorrect payments
totaled $4,461, The case was being treated és "static" and the
payments might have continued indefinitely. The termination of

the award has been appealed by the veteran to the'Board of Veter-
ans Appeals. 1In the other case the veteran was injured in a traf-
fic accident in Italy. The Army reported that he was absent with= .
out leafé, 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 these

e e e e

two cases did the claims folder contain sufficient information o<

f— e

support, the original determination that the veteran was entitled

to compensation for a service-connected disability. However,
since the time those determinations were made, the VA procedures
have been changed. Adjudicators are now required to submit a
memorandum of their findings and conclusions to the authorization

officer for consideration and approval befoére an award is granted.
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We also noted a case in the Central Office where it had been
determined that a vetzran's disabilities had been incurred in line
| of duty although no report had been obtained from the service de-~
partment. Upon our submission of the case to the VA, they ob-
talned the necessary information from the service department., It
indicated that the veteran's disabilities had been incurred in
line of duty, However, there appeared to be no basis whatsoever .
for the qyiginal depermipgpggg&”ﬂ“

- gt

Discharge from service under conditions other
than dishenorable

The VA repgulations and procedures provide general criterla
for determining whether discharges from the Armed Forces are under
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, sertain
cases must be submitted to the Central Office for consideration
and decision.

Our examinatior disclosed one case in the Washington Regional

.Office of a nature which should have heen submitted to the Central
Office for a determination of the veteran's entitlement to dis-
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 conditions
bther'than dishonorable and benefits were awarded as of dJune 25,
1951, on the basis of a 160 percent disability rating. The VA

reconsidefed the propriety of the award in 1953 after we pointad
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out the failure of the regional office to follow the prescribed
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 service
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 com-
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 was
incurred while in service, it is necessary to establish that it
did not exist before he entered the service and that there is
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.

Physical condition at 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-
fects, infirmities, and disorders noted at that time or where
clear and unmistakable svidence demonstrates that the injury or

disease existed before his acceptance or enrollment in the service
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and was not aggravated by such service. Therefore, the VA deter-
mination of the service connection of a veteran's disabilities is
dependént to a very great extent upon the accuracy and complete-
ness of the report on his physical examination at the time of his
induction into the service.

Our examination of cases disclosed instances where an induc-
tion physical examination report indicated that a veteran's dis-
ablility existed at the time of his entrance intsc service but the
report was not sufficiently detailed of complete to enable the VA
to retroactively rate his physical condition as of that time. As
a result, veterans are sometimes awarded compensation on the basis
of their cdisabilities 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 disability
rating problems, the Chairman of the VA Rating Board pointed out
the difficulty in correctly evaluating a veteran's disability on
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 inductlon. In respect to one large
group of cases, he stated:

"We have, for example, around 60,000 peptic ulcer cases
on the World War II service-coanected rolls. A very large
proportion of the cases reviewed in Central Office report
history given in 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 been
found at enlistment. Had their history bheen carefully taken,
it is likely that the episodes after discharge, as to fra-

quency, severity, and dietary requirements wouid not be too
different than the episodes before service."
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The VA regulations properly proVide that the mere recording
on g veteran's induction physical report of the preservice exist-
‘ence of a disability does not of itself constitute a notation of
its existence at the wime of induction. However, they also pro-
vide that the recording of a notation of a preservice disability
will be considered along with other material evidence in determin-
ing the time of inception of an existing disease or injury, The&
further provide that when after careful consideration of all pro-
curable and assembled data, a reasonable doubt exists as to
whether the disease or injury was incurred in service or aggra-
vated while in service, the doubt will be resolved in favor of the
veteren, »

Our review of cases indicates that the VA relies almost en-
tirely on veterans' induetion physical examination reports, does
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 faver
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-
ence 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.
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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 in
service although the case folders contained data which indicated
the existence of the disabilities before thelr entrance into the
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 veterant's disability existed at the time of his entrance

" into the service. The compensation payments from July 1, 1946, to

April 30, 1953, based on the unsound initial determination
amounted to $8,331., Since the case was being treated as "static,"
the monthly payments could conceivably have been continuec during
the remainder of the veteran's lifetime. In the second case ths
VA adjudication personnel agree that the facts clearly indicate
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 veterants 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 the
award, particularly in view of VA Regulation 1009(4) 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 $L,972 during the 10-year

- period following the granting of the award in December 1943. They
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are being continued at the aﬁnual rate of #567. In the third case
ﬁhe adjudication officer was loath to question the rating board's
decision made in 1936, and +':& award continues unchanged. In the
fourth case a current effort to obtaln additional information to
substantiate the information indicating that the veteran's dis-
abilities existed at the time of his entrance into the service was
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 physical
examination,

In the Central Office disability compensation awards were
discontinued in two cases after we raised a question as to whethey
the veteranst' disabilities had bheen incurred in or aggravated by
service in the Armed Forces. 1In one case the award had been made
in 1946 by the Des Moines, Iowa, Regional Office. The administra-
tion of this case had been assumed by the Centrz} Office in 1948
upon the employment of the veteran by the VA, The service depart-
mentts report indicated that the veteran had been discharged after
being in the service 89 days, only 5 of which were in an actual
duty status, the remaining 84 days having been spent in the hospi-
tal under treatment and observation, and that the veterants 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
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August 23, 1946, to their discontinuance on September 30, 1953,
amount” . tn $3,728, A proper initial determination would also
have been a bar to the veteran'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 awarded
to a veteran in_19h6'withoué having obtained his complete medical
service record. This case was brought to the attention of the VA
and the induction and separation physical examination reports were
obtalned, They substantiated the fact that the veteran was not
entitled to the award because his disabilities had not been in-
curred while in service. However, a later review of this case dis-
closed that the procedures pertaining to the severance of the
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 gecond time, the payments were discontinued
on May 31, 1954. The payments resulting from the improper initial

determination amounted to $1,432.
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BATING OF VETERANS' DISABILITIES

The act of March 20, 1933 (Public No. 2, 73d Cong.), author-
ized the President to prescribe by regulation the degreesofWﬁisa-
bility to be recognized, the rates of compensation payable for
each degree of disabillity, and such differentiation in the rétes
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 specific
1njur1es or combination of injuries based, as far as practicable,
upon the average lmpalrment of earning capaclty resulting frém
such injurles in civil occupations and the revision of the aéopted
schedules of ratings from time to time. Veterans' disabilities
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 disabillity ranging from
10 percent to 100 percent and classifles each of the many types
and manifestations of injurles and dilseases into one of the 10
grades of disability ratings.

The disabllity ratings provided In the rating schedules are
not based on an actual determination of the effect of the varilous
disabilities on the average earning capacity of individuals in
civil occupations. The Chalrman of the VA Rating Schedule Board,
in a statement dated January 21, 1952, regarding varlous aspects
of the dipability rating problems (see appendix A), indicated that
the 1945 schedule is an outgrowth of other rating schedules which
had been in use at various times from 1921 to April 1, 1946, He
ptated that the disabllity ratings provided in the 1921 schedule
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were not calculated on statiétical or economic data regarding the
average reductlion 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 as
to the effect of the various disabilities vpon the earning capacity
of the average man. He also stated that the disablility percentage
ratings provided in thé 1945 schedule are based on very little cal-
lculation but that they represent the consensus of informed opinion
of experienced rating personnel, for the most part physizians, and
reflect many compromises of thelr views, He further indicated the
possibllity that some of the disability ratings established in the
earlier schedules and carried forward into the 1945 achedule may

be too high in view of the effect of medlcal rehabllitatiun pro-
grams and current opportunities for employment of disabled men.
However, he indicated also that,; although some of the assigned dis-
abllity ratings may be too high, they cannot concelvably be re-
duced. As an 1llustration as to why some cannot be reduced, he
pointed out that the 1921 schedule i'lxed the evaluation for precti-
cally all major amputations of the upper and lower extremitles in
a rational relationship to a 40 percent disability rating assigned
. 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 additionsl allowance for loss of or loss
of use of any one extremity. He also pointed out that the next
largest group of disabilities 1s made up df psychoneurotiec reac-
tions.for which he considered it impossible to calculate any aver-

A,age reduction in earning capacity.
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The payment of the corréct amount of benefits to a veteran is
dependent on the proper evaluation and rating of his disabilities.
In those cases where 1t is reasonable to expect an improvement in
a veteran's physical condition, the proper rating of his disabili-
tles 18 dependent on the scheduling of future physical examina.-
tionsg, the making of the examinations, and the evaluation of the
examination reports.

A disabllity rating percentage 1s assigned to a veteran's dis-
abilities by a rating board composed of three members, one of
" which 1s a physician, The determination of the rating to be as-
signed to a veteran's disabilitles 1s based on an evaluation of
his physical examlnatlon reports at the time of his 1Induction into
the service, whille 1n service, at the tlme of his discharge from
service, and at the time of his claim for compensation benefits,
or at the time of other scheduled physical examinations,

Whenever a veteran's disabilitles are rated, a determination
is also required to be made as to whether it is reasonable to ex-
pect an improvement in his physical condition, If it is belileved
that a veteran's physical condition may improve, he 1s scheduled
for a future physical examination and a reevaluation of his disa-
bilities. If a veteran's dilsabilities are determined to be of such.
a nature that no improvement can be reasonably expected, the case
is considered to be "static." In such cases future physical exam-
inations are not made. The disability rating and benefits awarded
a veteran continue unchanged until such time ag he requests a

change in his award. .
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Aboht 88 percent or 2.2 million of all compensation and pen-
s8ion awards to veterans are considered or treated as "static"
cases, Therefore, the need for sound procedures for definitely de-
termining and indicating when a cazse 18 to be treated as "static"
and strict adherence to such prescribed procedures cannot be over-
gtressed.

Evaluation and rating of disabllities

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 thelr explana-
tion of the reasons for the asgignment of the dlsability ratings
seemed to be reasonable, In other cases neither the disability
ratings nor the rates of payment could be justifled, and the awards
were dlscontinued or amended. The VA procedures provide that each
case and the medical evidence will be reviewed and evaluated by
each of the three members of the rating boards, Thus, a disablility
rating assigned to a case represents the consensﬁs of opinion of
the rating board members, However, since our questioning of as-
signed disability ratings has resulted in changes in some of the
ratings, doubt arises as to whether all cases are being given the
required degree of consideration by rating board members.

In the Washington Reglonal Office the rating board was unable
to justify the dilsability rating asaigned to 11 questioned cases,

These cases were reevaluated either on the exlsting medical evi-

dence or on the basis of physical reexaminations of the veterans,
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These reevaluations resulted.in the disability ratings being re-
ducéd in three cases, with corresponding reductions in the amount
of the compensation benefit payments, and in pension awards helng
discontinued In two cases, 1In an additlional case a pension award
was discontinued because the veteran falled 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, 1946, 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-
thdrized by the rating schedule. A physical examinatlon 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 review
because of the cancellation of a scheduled physical examination and.
of the fallure 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 determining
that thé 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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9va1uation of hils disabllitles only. The excess payment made dur-
'ihg tha 13 months in which he was employed and not entitled to com-~
pensation amounted to $949.

| Our review also disclosed two Washington Reglonal Office cases
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
as of September 1, 1953, The payments from the date of the earlier
examination, which had not been evaluated, amounted to $1,807.
The monthly payments might have been continued indefinitely since
the case was being treated as "static." 1In the other case a hospi-
tal 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 of
the 100 percent disabllity for 2 years from date of the arrest of
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 been
continued on the basis of a 100 percent disability rating and not
‘reduced periodically as predecribed by the rating schedule.

We noted also five cases in the Central Offlce where there

- was a fallure to present documents pertaining to veterans' disabil-
‘ities to the rating board for their consideration, 1In two cases
- the veterans' physlcal examination reports had not been evaluated,

~In the other three cases the information was of a medlical nature
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and had a direct bearing on the rating of the veterans’ disabili-
tles. A submlssion 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 in
awards being discontinued in three cases; in a reduction in the
award in one case from a 100 percent disability rating to a 30 peré
cent rating; and 1n no change in the reraining case,

Tubercular cases

The Schedule for Rating Disabililties, 1945 Edition, provides
for the rating of all active tubercular cases as 100 percent disa~
bling regardicss of the extent of the activity. Extensilon 6 to
the schedule adopted on December 1, 1949, pursuant to Public Law
339, Eighty—fifst Congress, provides for graduated reductions In
the rating during the years following the date of arrest of the
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 different
intervals,

Our review of the disablility ratings assigned fo tubercular
cases 1in the Washington Regional Office raised a question as ©o
whether those cases that had been rated under the provisions of the
rating schedule in effect before December 1, 1949, were belng cor-
rectly rerated under the more liberal provisions of Extension 6 to
the rating schedule, The raising of the question indicated a dif-

ference in opinion among adjudication personnel as to the manner

1in which a case should be rerated. Therefore one specific case

queétioned was submitted to the Central Office for conslderation,
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Ihat office agreed that the case had been incorrectly rated and

- directed that it should be rerated and that all similar cases
should be reviewed and corrective action taken. The rerating of
the questioned case resulted in the veteran receiving an additionaX
. payment of $245 and in an increase in the amount of the monthly
payment that will result in his receiving an additional $LUO,
Similar adjustments were also made in 19 other cases,

Our review of the cases in the Central Offlce also disclosed
one instance where the rating board had erroneously determined that
the graduated reductions provided by Extension 6 were not applica-
ble., The veteran was also being paid an ald 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 disabllity. Upon our submission of the case to
the rating board for review, the veteran was awarded pension bene-
it payments for his non-service-connected disabllity since such
payments would exceed the amount of disabiiity compensation pay-
menta, The faillure to pr vly rate the case from date of arrest
“of tubescular activity resulteu in an overpayment to the veteran
of $3,359, The rerating of the case precluded the continuvation of
excessive payments of about $110 per month, These excessive pay-
ments could concelvably have continued during the remaining life
of the veteran since the case was being treated as "static." 1In a

Washington Regional Offilce case the graduated reduction in the
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rating had not been made effective until about 13 months after Qhe
date on which 1t should have become effective. Compensation pay}
ments totaling $1,448 could have been avolded by proper considera-
tion of the medical evidence contained in the claims folder.

The Schedule for Rating Disabilities, 1945 Edition, provides
that a veteran who has tuberculosis and 1is receiving pneumothorax
treatment will be rated as though he has active tuberculosis, Our
~review in the Washington Regional Office disclosed four cases thaf
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 tc the vet-
eran and in an increase in the amount of the monthly payment that
will result in his receiving an additional $565. In anofther casc
the rating was based on the commencement of pneumo treatment con
February 14, 1947, and the arrest of the tubercular activity on
December 3, 1951, although information in the clalms folder indi-
cated that the treatment had been commenced on November 11, 1944,
and that the tubercular activity had been arrested on February 11,
1947. This incorrect rating resulted in an overpayment cf $3,768,
The correction of the rating precludes additional incorrect pay-
ments of $2,036 from being made. In two other cases the amendment
of the ratings to conform with the prescribed rating schedule will
preclude erroneous payments of $1,436 from being made.

Pubiils Law 339, Eighty-first Congress, provides that, 1f a
veteran fails to follow prescribed treatment or to submit to a re-

" quested physical examination, the disabllity rating in the 2-year
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period followlng the date of arrest of tubercular activity may be
‘reduced from 100 percent to 50 peréent, Our discusslons with
rating board members and the Medical Division tuberculosis special-
ists indicate that the procedures for notifying the rating board

of cases where the veterans falled to follow prescribed treahment
or do nét submit to requested physlcal exarinations were not belng
followed, The Medlcal Division was reporting cases of this type
only upon the specifilc request of the rating board. The Medical
Division indicated thelr belief %£hza% no real harm had resulted from
the fallure to follow the procedures since most veterans do {follow
prescribed treatment and do submlt to scheduled examinations., Yoy
ever, they indicated that in the future they would adhere to the
prescribed procedures,

Cenvalescent cases

The rating schedule provides that a convalescent rating muy
be assigned to a veteran's disabilitles for a period not to excaed
1 year., Our review of Central Office cases disclosed that a vet-
eran had been assigned a 50 percent convalescent rating in 1$45 and
that he had been glven a physical examination within 1 year from
the asgignment of the convalescent rating. However, the evalua-
tion of the physical examination report and the assigrment of a 20
percent dilsablility rating Qas deferred for about U4 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 disabllity ratings
or rate of compensation

The VA regulations prohibit the combination of separate rat.-

ings made under different rating schadules. We noted one case in
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the Central Office where the dlsabllity rating of 50 percent repre-
gented the combinatlion 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 Reglonal Offlce case the combinling of separate
ratings under the 1945 schedule resulted in the assignment of too
low a disabillty percentage rating. In addlitlon to correcting the
fating, a retroactive payment of $1,503.53 to the veteran was re-
quired,

We noted also two cases in the Washington Regional Office
where the payments were not based on the correct rates. AdJust-
ﬁents in these cases resulted in the veterans recelving additionsl
payments totaling $292. In another case the payments had been
based on wartime rates instead of peacetime rateé. In two other -
Waghington Regional Office cases incorrect disabllity percentage
ratings had been assigned. These ratings were adjusted, Tn one
case the total overpayments during the period when the case had
been rated incorrectly amounted to $494. In the other case the
cgrrection resulted in an additional payment to the veteran of
$1,350.80,

Veterans' non-gervice-connected digebilities

The statutes provide for the payment of a pemnsion to a vet-

_eran who is permanently and totally disabled as a result of a unon-

gervice-connected disabllity provided his income does mnot exceed
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the prescribed limitations. They provide also that a non-service-
connected disability which 1s reasonably certain to continue
throughout the 1ife of a veteran may he classified as total if it
is offa 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

1s rated in accordance with the disabllity percentage ratings pre-

scribed in the Schedule for Rating Disabilities, 1945 Edition,

‘used in rating service-connected disabllities, Extension 5 to the

schedule provides that when a veteran attains the age of 55 his
permanent disabllities may be rated as total 1f the disabilities
are ratable under the rating schedule at 60 percent and 1if,in

the Judgment of the rating agency, he 1s unable to secure or follow
a substantial or gainful occupatlion because of his disability.

The requirement that the permanent disabilities must be ratable at

60 percent under the schedule 1s reduced to 50 percent upon the

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

tainment of age 65.
The VA procedures provide for extenslve criteria for determin-
ing a veteran's unemployabllity when his permanent disabllities

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

‘Washington Regional Ofr'ice of pension awards made in 1953 to 24

veterans over 65 years of age whose disabilities were not rated
above 20 percent indicated 11ittle evidence that conslderation had
bren mtven to the prescribed criteris. These cases were reviewed
with the adjudication of'ficer. A turther review of 12 of the cases

was inade by the Chairman of the Central Oftice Rating Schedule



'Board. He agreed that some of the awards had been grranted on

rather sparse evidence, He stated that notwithstanding the pre-

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

will bg accumulated in support of a finding that a veteran's unem-
-ployment 1s due to his disability or that he 1s in fact unemploy-

~able. He a;so stated that the rating board determinations are gen-

erally'based on statements of the veteran and on physlcal examina-
tion reports and that it 1s doubtful whether many rating boards de-
termine whether a veteran of 65 years of age or older, who is at
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 attalning age 65. Thus, most veterans upon at-
taining that age are treated as permanently and totally disabled
and entltled to pensilon if otherwise eligible.

In a Central Offlce case a veteran's non-service-connected dia-
abillities had been rated as total and permanent even though infor-
mation 1n 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 permanent
disability rating was a clear and unmistakable error. The pension
award was digcontinued and a disabllity compensatlion award was
granted for a lesser amount. The Incorrect payments amounted to
only $173. However, since the case was bheing treated as '"statie,"
the improper payments might well have been contlnued for the re-

mainder of the veteran's life.
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PHYSTCAL EXAMIN. 'fONS OF VETERANS

The VA procedures provide that when the evaluation of a vet-
eran's dlsabllity 4indicates that his physical condition may im-
prove, a Request for Physical Examination, VA Form 8-2507, will be
prepared and that a ruture physical examination file comprised of
requests for physical examinations will be maintalned, They also
provide that, before the date of the scheduled physical examina-
tion of a veteran, the request Tor his physlcal examlunatlon and
his claimg 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 examlnation, If

the examination is determined. to be unnecessary, the cancellation
of the scheduled examination must be authorized by the Chairman of
the Rating Board.

The procedures now provide for a positive notation to be made
on each case rating sheet where a future physical examination of a
veteran 1is determined to be unnecessary becaugse his disabilities
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 to

determine by reference to the case folders whether actual deter-
minations had been made that physical examinations were unnecessary
8r whether inadvertently future physical examinations may not have

been scheduled.
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The VA current procedures appear to be arlequate to assure

that necessary future scheduled physical examinations will be made

- and that the physical examination reports will be evaluated in

terms of the disabllity percentage ratings provided in the rating

schedules. However, our examination disclosed variances from the

preseribed procedures which result in required physical cxamina-

tions not being scheduled, scheduled physical examinations not be=
ing made, and, as indicated on page &5, physical examination re=-
ports not being evaluated.

Importance of future phyvsicel examination files

The proper continued administration of all cases that have
been determined not to be "gtatic" is dependent upon the wmanner 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 {iles are
strictly adhered to, there can be no assurance that required re-
evaluations of veterans! disabilities will be made. In the Cen-
tral Office we noted two cases where future physical examinations
had been determined to be necessary but the Requests for Physilcal
Examinations had not been included in the future phyaical examing-
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-
eration of the cases.

At the time of our examination, the Central Office was not
méintaining future physicél examination files in accordance with
the prescribed procedures. A review of a physical examina;ion

filermaihtained by the Central Disability Rating Board disclosed
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that no action had been taken in connection with 748 physical ex-
aminations that had been scheduled to be made during the period

- from July 1951 to July 31, 1953. A review by the VA of 14k of
these cases which had been scheduled for physical examinations be-
tween.July 1951 and February 28, 1953, disclosed that the contin-
ued administration over 71 of the cases had been transferred to
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 made
in the practices to bring them into conformity with prescribed
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 determine
the required corrective action.

‘Notation on case rating sheet of "static" status

Our examination disclosed 65 cases in the Washington Regional
Office and 53 cases in the Central Office that had been rated
since August 29, 1949, where future physical examinations had not
been scheduled although there was no indication on the case rating
sheets that the nonscheduling of the examinations was based on a
determination that they.were unnecessary. We submitted 45 cases -
where there was no positive indication that future physical exami-
‘nations were unnecessary to the rating board for review on the
grbund that there seemed to be a likelihood of improvement in the

physical condition of the veterans. 1In 20 of the L5 cases the



rating board declded that an improvement in the physical condition
ofrthe veterans could reasonably be expected. They, therefore,
scheduled physical examinations to be made immediately in 17 cases
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 that
were being treated as "static." |

Cancellation of agcheduled examinations

In the Washington Reglonal Office we noted 120 cases where
scheduled physical examinations had not been made although the
cancellation of the examinations had not been authorized in ac-
cordance with prescribed procedures. We were informed that the
scheduled examinations had bsen canceled during 1950 and 1951 when
a general review of cases was made to ascertain whether the neces-
sity for physical reexaminations was being determined in accoxd-
ance with prescribed criteria so that unnecessary physical exami-
nations would not be made.

We noted also 33 cases in the Central Office where the sched«
Uled physical examinations had not been made although a cancella-
tion of the examimnations had not been authorized., These casoes
were brought to the attention of the VA, Nineteen of the cases
Were scheduled for immediaté physical examinations and 10 for ex-
aminations at a future date. The physical examinations that were
made resulted in increages in awsrds in two cases, reduction in
awards in four.cases, and the digcontinuance of awards in two

cases. In another case the award was discontinued because the

.veteran failed to cooperate by not appearing for the scheduled



examination. It is quite poésible that compensation payments of
ébout $1,600 would have been avoided in seven of these cases which
were being treated as "static" if examinations had been made and
évaluated when originally scheduled.

Case administration asgumed by Central Office

The procedures provide that when the Central Office assumes
Jurisdiction over the administration of a case previously adminis-
tered by a regional office it will be reviewed to ascertain
whether a 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 been
made by the regional office, it must be made by the Central Office
Rating Board.

Our examination in the Central Office disclosed that these
reviews are not always made 1n a manmer that will assure the
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 to
the Central Offiée were never made by that offices The fact that
they had not been made was unknowrie These cases were brought to
“the attention of the VA and immediate physical examinations were
scheduled. The examinations resulted in an increase in the award

in one case, reduction in awards in four cases, and discontinuance

of the awards in four cases. In an additional case the award was

discontinued because the veteran failed to cooperate by not
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appearing for the scheduled physical examinations. The compensa-
tiohrpayments during the period when these cases were treated as
"stafic" without physical examinations having been made amounted
to $8,C16,

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 ths Central Office
Rating Board éven 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 examinations
were scheduled to be made immediately in four cases and at a fu-

- ture date in one case. The immediate evaminations resulted in re-
ductions in awards in two cases and a discontinuvance of the award
in ore case. Payments during the period when they had been trezted
aa "static" amounted to #6,093. '

At the time of our examination, we were informed that the
Central Office Rating Board was reviewing all cases received from
regional offices on which benefit payments ars currently being
made po determine whether future physical examinations ars necesg-
sary. However, there is no definite assurance under the current
practiceé that Requests for Physical Examinations scheduled by re-
gional offices before the cases were transferred to the Central
Office have been received and are included in the future physical
examination file.

Examination of veteraris initlally rated on the
basis of service department medical reports

The VA repgulations and procedures provide that a disability

_percentage rating assigned 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 or
pension benefits on that basis must be later examined by the VA,
In some instances thé physical examinations must be made within 1
year of the veteran's discharge, in other cases within 6 months,
Our exariination disclosed 12 cases in the Washington Regional
Office, of which nine were Korean Conflict cases, where the re-
quired physical examinations of the veterans had not been made
within the prescribed periods although examinations had been
scheduled to be made at some future date. This departure from the
prescribed regulationsg was brought to the attention of the VA. As
‘a result, the veterans were given piiysical examinations. These
examinations indicated that in three cases the veterans had no ex-
isting disabilities and the awards were discontinueds, The benefit
payments that had been made after the time when the examinations
should héve been made amounted to $567. Additional improper pay-
ments that would have been made up to the time of the later sched-
uled examinations would have amounted to $1,595, Jn another case
the physical examination resulted in the assignment of a higher
'disability rating with a corresponding increase in the amount of
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 pﬁysical examina=~
~ tion had been made. The VA also determined that physical examina-
tions héd not been scheduled in 22 other Korean cases. We noted

f{also a case in the Washington Regional Office where a veteran had
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been awarded a penslon for a non-service~connected disabllity withe
out having been given a physical examination. This case was also
brought to the attention of the VA and, as a result of a physical
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 $3,400 could have been
avoided.

Our examination in the Central Office disclosed also 10 cases
where the required physical examinations of the veterang had not
been made within the prescribed periods. The VA arranged for the
examination of the veterans. The examinations resulted in the
continuation of the temporary rating in nine cases. One award was
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 amoﬁnted to $922. We noted also ane
other case where the recxamination of a veteran was scheduled to
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 the
award and the avoidance of.the monthly payments which would have
been made up to the date of the incorrectly sciieduled examinationi.

Failure of veterans to_report
for acheduled physical examination

The regulations provide that the award of benefits to a vet-
eran will be discontinued if he fails to report for a scheduled

physical examination, 1In a Washington Regional Office case a
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veteran had not reported for a physical examination in September
1949, Although the required notation of "failure to cooperate®
had been made on the case documents, the compensation payments
were still being made in 1953. Upon bringing this case to the ate-
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 the
veterén first failed to report for a physical examination, to the

date the award was discontinued amounted to $605.
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PAYMENT OF PLENSION TO VETERANS AND DEPENDENTS
OF DECFASID VETERANS WHOSIE ANNUAI, INCOME EXCEEDS
THE PRESCRIBED LIMITATIONS

Our:review disclosed instances where persons have been pald
pensions even though thelr annual lncome exceeded the prescribed
income limitations. This results primarily from the reguiremeut

‘that the monthly penslon be pald to a pensioner throuvghcut a ysar
provided hls income for that year does not exceed the prescribved
_1ncome limitation. Thls necesslitates making monthly payments to a
pensloner befors he has definite knowledge that his actual incoms
wlll exceed the income limitation. Therefore, the VA procedurcs
provide that penslons will be pald on the basls of pensioners' efi-
timates of theilr anticipated income for the year. Entitlement of
each pensloner to continue to recelve a penslon is determined at
trhe beginning of ecach year based on an "incomo questlommalre™ re-
quired to be submitted by him showing information relating to his
anticlipated income for the year, his actual income for the preced-
ing year, and hls marital statusz, BExcess penslon payments re-
sulted also from (1) certain weaknesses in the repulations, (2) de-
ficlencies in the form ¢ the incoms questionnalre, (3) absence of
procedures for verifying the income information reported by pea-
Vsloners to the extent possible by reference to reléted information
in the claims folders, and'(h) improper reporting of income by

pensloners.

Weakness in repgulations
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 presoribed
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limitation. We were 1nforméd. however, that in actual practice

‘the payment of penslon would be deferred under this regulation

only when a pensioner®s income questiommaires for several vears in-
dicated that he had conslstently reported anticipated annual in-

come in an amount less than the prescribed limitation when hip in-

- come actually exceeded the limitation, At the time of our examina-

tlon the regulatlions dld not requlire penslioners to immediately no-

- tify the VA of changes 1in thelr clrcumstances which resuit in an

increase in the amount of antlcipated income previously reported
nor did the regulations make provision for the recovery of pay-
ments made to a pensloner during a year in which his lncome ex-
ceeded the prescribed limitation,

The fact that pension payments were being made to veterans
when thelr income exceeded the prescribed limitations and that no
consideration wag being glven to recovery of the excess payments
vwas 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 Generai on April 7, 1954,

that the matter was recelving careful study. On July 22, 1954, a
new regulation was promulgated which requires a pensioner to imme-
dlately notify the VA when a change 1in his circuastances indicates
that his income will exceed the income limitation., It prevides
that, in the event a pensioner fails to promptly notify the VA, all

payments made during the year in which 1t 1s later determined that

7the pensioner's income exceeded the prescribed limitation will be

treated as improper payments and will be subject to recovery. It

‘also provides that, 1f a pensioner promptly notifies the VA, the
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_ payment c¢f the penslou wlll'he discontinued ae of the end of ths

month precedlug the date of notiflcation and that any payments

“that have been made will not be treated as overpayments and sub-

Ject to recovery. We believe, however, that these payments should
alsc be treated as overpayments subject to recovery,

An examination, in the Washington offices, of the lncomo quesg
tlonnaires of the persons whose pensions were discontlnued for
1954 because they had reported anticipated income in excess of the
prescribed limitations disclosed that 49 reported also that their
actual income for 1953 had exceeded the limitations. It is esti-
mated that these 49 pensioners were paid 217,350 more thesn they
would have recelved in 1953 under the foregoing regulation, On
the assumption that the same situation prevailed in other VA of-
fices, it is estimated that pension payments in 1953 were about
42,800,000 more than they would have been if the new regulation
had been in effect, This cstimate would be greater if considera-
tion wefe glven to amounts paid in 1953 to persons whose income
exceeded the limitations but who reported anticipated income for
1954 below tne limitatious.

As previously indicated, the annual determination of a peir-
sloner's continued entltlement to recelve pension is based on an
income questionnaire which he is required to submit at the begln-

ning of each year. When the annual determination indicates that

- a person is not entitled to continue %o recelve pension, the date

on which the payment is discontinued is within a range of "Trom
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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determlvation, and to process the stop-payment action. The
month;y 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 belleve that the pensiorers are not entitled to these pay-

mentis and recommend “hat they be made subject to recovery.

Form of income qguestionnalre

Our review of the form of the annual income questionnaire re-
qulred to e submlitted to the VA by a person recelving a pension
caused us to balieve that it did not adequately provide for the re.
porting of all information essential to a proper determination of
‘his continued entitlement to recelve pension. The shortsomings in
the form of the iacome questlonnalre were discussed with the VA,
As a result of cur recommendations, a revised form of income QUEB =
tionnalre was adopted. The revised furm provides for a more de-
talled reporting of income which must be considered in determining
.continued entitlement to pension, specifically such items of in-
come aé retirement and social securlty benefits, and countalns in-
structions essentlial for proper reporting. The revised form pro-
vides also for reporting soclal security nmumber and information
relating to the filing of Federal income tax returns which may be
helpful in verifying reported incoue.

The revised form of income questiommalre was first used in
making the 1954.determ1nations of veterans' continued entitlement
" to pensiocn. 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 ths preceding year. We



believe that the use of the revised form of income questionmnalre
enables the VA to make better determinations of veterans'! contin-
ued entltlement to pension,

Weaknesses in determining continued entlitlemsnt
to pensiom

Our examination of claims folders of persons recelving pen-
slons indlcates some laxity in determining a pensioner's entitle-
ment or contlnued entitlement to pension. It disclosed instances
where the determinations of contlnued entitlement to pension were
not based on a consideration of all avallable information relating
to income, We, therefore, recommend that conslideration be glven
(1) to adopting procedures providing that the annual determina-
tions of a pensioner’s continued entlitlement to peunslon be based
not solely on the lncome questionnaire submitted but also upon con-
slderation of all iuformation 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 basls, the lncome
reported by pensioners,

In one Washington Reglonal Office case a penslon had been
awarded to a married veteran in 1950, Payment of the pension was
continued through 1953 although the income guestlonnaires submip.
ted by the veteran for 1952 and 1953 did not fully dlsclose the
source or the amount of his income, An investigation by the Gen-
eral Accounting Office indicated that the veteran was recelving
civil service retirement henefits and that he and his wife jolutly
enjoyed an annual incomo of about ten times the prescribed income

limitation. The case was brought to the attention of the VA.
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Thelr investlgatlon coufirmed our findings, and the award was dig-
éontlnued on June 30, 1953. The laproper payments ameuntsd Lo
_$2,110 which 1s belng repald ln installments by the veteran, The
VA 18 consldering the case to determine whether the veterants felil-
ure to properly report his income warrants a forefeiture of his
rights under the beneflt laws. In another case refereuce to the
claims folder would have dlsclosed that a retired VA employee had
not glven proper conslderation to cilvll service retirement bene-
fits in submltting lncome information. Upon our submittlag this
case for review, the VA determined that lhe veteran was not enti.
tled to penslon and the award was discounctinued, The lmproper pay-
ments amounted to 32,738, Awards were discontinued in two addi-.
tional cases upon a reevaluatlion of data in the claims folders.

In one of these two cases the overpayment has been recovered.

.Our examinatlion disclosed also four cases in the Washington
Regional Office and one case in the Central Offlce where veterans
weré belng pald penslons on the basls of thelr income question.

" nalres which indicated that thelr an*iclpated income was less than
the préscrlbed limitation for & married veteran. However, the
clalms folders relating to three of the Washington Reglonul 0Ofllce
cases contailned no evidence indicating that the veterans' marital
status had been established as requlred by the VA regulations. In
the fourth case the VA rulsd that under the regulations the vet.
eran was to be regarded as unmarried and the award was dlscontin-
ued. The failure to establish the veteran®’s marital status re-
sulted in an erronsous payment of pension of £3,465. In the Cep-

~tral Office éase raference to the claims {older would have
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indicated that the veteran was unmarried. Payments of 41,096,
made on the basls of his income guestionmalre and to which he was
not entitled, could have toen avolded,

We noted that many income questiommaires submitted by persons
recelving penslons did not contain information essential for deter-
mining continued entitlement to pensions. However, the paymenfs
were contlnued although there is no indication that the necessary
information had been requested or obtained,

We noted also 20 cases in the Washlngton Reglonal 0ffice and
20 cases 1n the Central Office where the claimsg folders did not
contain the required income questionnalres for one or more years,
The reglonal off'ice was unable to definitely establish whether
they had been received and misfiled or whether the requilred aanual
determinations of continued entitlement to pension had been made.
Consideration has been glven to adopting procedures to provide for
‘more effective control., In all but two of the Central Offlce
"~ casss 1t was possible to establish sntitlement to pension in the
years for which income questionnalres were not avaliable by refer-
ence to questionnalres for later years. In these two cases the VA
required the veterans to submlt incoms questlonnaireé for 1953,

In one case the penslon award was discontinued,
dncrease in rate of pension

The stétute provides for the rate of monthly pension te a vat-
eran to be increased upon his attalning age 65 or when a pension
.hés been pald continuously for 10 years., Our examination in the
Washington Reglonal Offlce disclosed four cases where the increase

in vhe rate of payment had not been scheduled to become effective
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in accordance wlth prescrlbed procedures. Actlon has been taken
by the VA to assure that the changes in rate of payment will be

made at the proper dates.
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COMPENSATION TO DEPENDENTI OF DECEASED VETERANS AND
INCREASED COMPENSATION TO VETERANS FOR DEPENDENTS

The law provides that an unremarried widow, minor children,
and dependent pareunts of a veteran who died as a result of a
service-connected disabllity are entitled to monthly compensation
benefits and that a veteran recelving compeusation 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 dependent
upon him for support.
Dependent parents

The law originally required a determination of the dependency
of pareunts recelving compensation benefits to be made annually,
However, this requirement was changed by Public Law 844, Seventyw
fourth Congress, approved June 29, 1936 (38 U.S.C. 472a), which
authorized the Admlnlistrator of Veterans Affalrs to require sub-
mlssion of proof of dependency whenever he deemed it necessary,
During the course of our examlnation, we suggested to the Admina
istrator that it would bhe advisable to make a curreunt determina..
tion of the dependency of parents of deceaged World War IL vetervans
who were recelving compensation payments because no dependency T
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 suggestlion resulted in the VA
making a determination of the current dependency status of parents.
of deceased World War II veterans and also of parents of living

vetevana.' The determrnaﬁion of the dependency status of parents

of deceased World War II veterans resulted in awards being dis-

‘continued in 13,900 cases, about 6 percent of the number of
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parents recelving compensation paymeunts, with a reduction in an-
: nuaircompensatlon paymeuts of about $7,700,000, The determination
of the dependeucy status of parents of living veterans of World
War II, of living veterans of the regular establishment discharged
after December 1946, and of living veterans of the Korean Conflict
who had been awarded additlonal compensation for dependeunt parents
resulted in the allowaunces being discontinued to 3,575 veteraus,
about 15 percent of the total number of veterans receiving tﬁe ale
lowances, wlth an anmnual reduction in compeusation payments of
about $770,000, We belleve that the results of these two deters
minations indicate the desirablility of establishing the practice
of making regular perlodic redeterminations of the continued de-
" pendency stabtus of parents of both deceased and living ve<arans.

The VA regulatlons provide that parénts of a veteran will be
held to be dependent if their income 1s insufficlent to provide
reasonable maintenance for themselves and certain members of their
family, They provide also that reasonable maintenance includes
not énly housing, food, clothiug, and medlcal care sufficlent to
sustalu life, but such 1ltems beyond the bare necesslties as well
as other requirements reasonably necessary to provide those cou-
venlences and comforts of life sultable to and comsistent with
thelr reasonable mode of life. The regulations further provide
that parénts shall be cousldered prima facle dependent when thelr
income does not exceed certain prescribed amounts.

The regulatlouns provide that receiptes of the followlng types

~wWill oe disregarded in determining a parent's dependency:

71



1, Proceeds of insurance settlements under the War Risk
Insurance Act, the World var Veterang Act, or the National
Service Life Insurance Act.

2, Penslon or compensation under laws administered by the VA,

3. Benefits under the World War Adjusted Compensation Act ovr
the Adjusted Compensotloun Paymzut Act,

L, Service Department's G-months gratulty pay.
5. Paymeuts under the Mustering Out Payunent Act, 1obb,

6. Sevrvicemen's indemity under Public Law 23, Eiphty-second
Congress.,

7. Annulties under the Uniforme? Services Contingency Optlon
Act, 1953,

8. Donations or assistance from charitable sources,
We have been informed that the Administration is currently cone
sidering the propriety of its regulatlions which provide for dig-
regarding receipts of the foregoing types in determining the de~
pendéncy of a parent, Ve believe that parents should hoe considsered
to be dependent only if they are unable to provide for themselves
and that a determlunation of a parent‘s dependency roqulros congifi~
eration of his net worth and all of hie income and recelipts ra-
gardless of the source, Although the regulatlons indicate that a
pareutts net worth has a bearing on his dependency status, the
extent of the counsilderation to be glven to net worth appears to be
left entirely to the judgment of the adjudicators, We helisve
that sound and conglsteant determinations of parents' dependency
cannot be attained in the absence of sound criterila for consider-
ing net worth.

The VA procedures do.not require that the individual c¢laimg

‘folders contaiu a record indicating the consideration glven by
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the adjudicators to income and net worth in making elther initial
determinations or redeterminations of the dependency status of
parents. We belleve that it would be desirable for the procedures
to require that these determinations be reduced to writing and re-
talned In the claims folders.

The regulations provide that an awarld of additicunal compensa-
tion allowance to a veteran who has dependeut parents 1is contin-
gent only upon the estebllishment of the parent's dependency, that
1s, insufficlent income to provide for reasonable maintenance, We
believe that the law requires and that the reguiations should pro-
vide that the contlnued payment of an addiilonal compensation al-
lowance to a veteran for a dependeunt parent be contingent on hia
contributing to their support. A limited investigation iz a mid-
westernu section of the country by the Office of Investigatloms,
General Accounting Offlce, disclosed instances whers the additional
allowances were beling paid to veterans who were not conftributing
to the support of thelr parents or whose parents had dled. The
dependency determinations by the VA also disclosed that in about
250 cases the veterans had falled to notify the VA of the death
of their dependent parents., The VA has indicated that considera-
tion 1s being given to making a survey at some future date to
ascertain the entire famlily status of veterans,

Other dependency awvards

Our examlnation disclosed 15 ceses where other dependency
“benefits either had not been awarded or had been awarded incor.
rectly. In the Vashington Reglonal Office additional allowances

had not'been awarded to two veterans for minor children, The

73



making of these awards resulted in retroactive payments of $850,
In the Central Office adjustments were made in nine cases, In
fouf cases they iuvolved retroactive payments of &b,748; current
payments were Iincreased in two of the cases, In four cases the
benefit payments had been improperly awarded or had been commenced
or terminated at incorrect dates which resulted in overpayments of
$2,979; current payments were reduced in one case, Conslderation
of three other cases had been deferred until further evidentlary

data could be ottained,

14



COMMENCEMENT, ADJUSTMENT, AND TERMINATION
OF BENEFIT PAYMENTS

Commencement of and adjustment of benefit payments

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 of
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
gecond examination did. However, the award was made effective as
of the date of the first .aysical examination instead of the date
of the secona examination, This failure to follow the prescribed
regulation resulted in an overpayment of $140,

The VA regu.ations provide also that the effective date of an
increased award due to an amendment to the rating schedule, which
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 sched-
ule. The failure to make the increased award in accordance with
the prescribed regulation resulted in an excess payment of $530.

Benefits to dependents
of deceased Filipino veterans

Public Law 419, Seventy-eighth Congress, approved September 7,
1944 (38 U.S.C. 733), provides that the effective date of an award
of death compensation or pension is the day following the date of

a serviceman's death as established by the service department in
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its report or finding of death provided the claim for the benefits

‘is filed within a year after the date of the report or the finding.

The law provides also that benefits are not payable for any period
during which the dependent has received or is entitled to receive
all or a portion of the service pay of the deceased serviceman.

Our examination in the Central Office disclosed 218 cases
where the payment c¢f benefits awarded to 284 dependents of Filipino
servicemen had not commenced as of the effective date provided in
Public Law 419. In the case of 257 claims, the benefit payments
were commenced as of the date on which the claims had been filed
in accordance with other provisions of law. In the case of 22
claims, the payments were commenced on the day following the date
on which the veterans! service records were furnished by the serv-
ice departments. In the case of the reméining five claims, there
appeared to be no basis for the date on which the payments were
commenced. An adjustment has been made of 25 awards to make them
effective as of the date on which the claims had been filed or the
date on which dependency was established. The retroactive payments
amounted to $515,114. An adjustment of thc remaining two claims was
deferred_until additional evidence could be cbtained.

We were informed by the VA that the payment of benefits had
not been made effective as of the day following the dates of the
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 cr findings of death

rlhad been made and that to rely upon the information furnished



might result in improper retroactive nayments, However, many of
the foregoing unadjusted claims were riled within a year after
October 1, 1944, when the Armed Forces re-entered the Philippines,
and it is extremely unlikely that the service departments had
taken any action to establish the dates of death of deceased
¥ilipino 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 194k, which is otherwise preper, would
be entitled to retroactive benefit payments even though thers may
be some doubt as to the correctness of the date of the report ¢r
finding of death that was furnished by the service department.

We have been informed that in March 195, 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 dependentsy
of deceased Filipinoc veterans authorized by Public Law 419, The
VA instructions provide that a "diary file" will be maintained of
all cases requiring adjudication action under this law. However,
qur'ekamination disclosed that the diary file is incomplste, and
it appears that the number of cases requiring adjustment will be

-determined only by a review of all Philippine cases.

Public Law 195, Eighty-first Congress, approved August 1, 1949
(38 U.S.C. 744), provides that a claimant who, at the time of its
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
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prescribed period.in order for the benefits to become effective as
i of the incurrence of the disability or death may, within one year
after the date of enactment of the act, file a claim for a retro-
active adjustment of the award to thz date of the veterants dis-
charge from the service, incurrei.e of the disability, or death.
Our examination in the Central Office disclosed 53 cases of claims
by dependents of deceased Fillipino veterans for an adjustment of
death compensation henefit payments retroactively to the estab-
lished dates of the veterans' death on which no adjudication ac=

~ tion had been taken. Thege cases were brought to the atiention of
the VA. In 39 cases the prescribed adjustments were made, The
retroactive payments amounted to $12,218. In 1l cases the adjusi=
ments were deferred until certain additional evidence could be ob=
tained, and in three cases the adjustments were not required be-
cause the claimants had died. A record has not been maintained to
show the number of other claims of this nature that have not been
adjudicated,

Our examiﬁation in the Central Office also disclosed 12
FiliZpino cases where the awards had not been made effective as.of
the date prezscribed in the VA regulations. In seven cases the
benefit payments were commenced on the day following the date on
which the veterans' service records were furnished by the service
department. - In another case there appeared to be no basis for thé
date Qn,which thie payments were commenced. These eight cases wers
brought to the attention of the VA, and the required adjrztlaents
were made., They resulted in additional payments of $3,238 baing

made to the dependents of deceased veterans. In the four remaining
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cases the payments to the dependents were commenced before the
aate of the veterans! death or before the end of the period during
which they were receiving or were entitled to receive the service
pay of the deceased veterans. The VA is taking action to recover
the overpayments tocaling %1,205.

Reducticn in or termination of benefit payments

The VA regulations provide that the reduction in or discon-
tinuance of an award of pension or compensation benefits because
of a change in a veteran?s disability will become effective at the
end of the mornth in which a 60-day grace period following the date
of the award action expires., The current statutes do not specif-
ically authorize the postponement of the effective date of disnon=-
tinuing or reducing an award. However, the practice is in con-
formity with that authorized by a sectioh 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 award
vefore 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 che 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-
, ginuing benefit payments could be made effective promptly and, if
'modified as a resuli of being contested and reconsidered, the mod-

‘ification cculd be made effective retroactively to the date on



which the :ward action was ihitially taken, This would not de=-
ﬁrive a veteran of any be.:fit payments to which it is finally de-
termined he is <ntitled.

The proceduresz provide that when the termination daterof an
award is known at tlie time the award is made it shall be shown on
the award card and that the card will be verified after being pre~
pared. The award card serves as authority to the Finance Division
to make the benefit payments. Where a termination date of an
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 omitted
~ from the award card and payments had been improperly made fer 6
.vears, This case was brought to the attention of the VA, and the

payments were discontinued in January 1953, The erroneous pay=~
ments of 2,179 were established as an overpayment subject to re-
covery. The veteran's request for waiver of recovery of the uvver~
payment was denied by the Central Office Committee on Walvers.

The denial was affirmed by the Board of Veterans Appeals. In a
similar case the benefit payments had not been discontinued until
the veteran notified the VA that he was not entitled to receive

them,
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Suspension of beneflt payments to veterans
upon their re-entry into service

The VA regulations provide that compensation payments wmay not
be pald to a veteran who is recelving active service pay and that
upon a veteran's re-entry into active Bervice the benefit payments
are to be suspended as of the date preceding his re-entry into
service or, if the date of re-entry into service 1s 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 1t was known that the veteran had re-~entered the service and
where the date of re-entry had not been determined 22 months later.
This case was brought to the attenticn of the VA. An overpayment
was esﬁablished, and effort 1s belng made to effect collectilon.

" Compensation payments to hospitalized veterans

The VA regulations requlre that disabllity compensation pay-
ments to a veteran be reduced by the amount Included for ald and
attendance during a perlod when he is 1n a VA hospital. We noted
one case Iin the Washington Reglonal Office where the requlired ad-
Justment had not been made. Thls resulted in an overpayment of
$208 which has been recognilzed by the VA and collected.

The rating schedule prgvides that compensatlion payments to
a veteran for certailn disabilities will be computed on the basis
of a 100 percent disablility rating for any perilod in excess of 21
days during which he is hospitalized, The increased compensation
payments are made effective on the 22d day of hospitalization.

They are requlired to be adjusted on the day following his discharge
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from the hospltal, The procedures provide that the adjudication
division will authorize the adjustment in the compensation payment
to the veteran upon the recelpt of & notification from the hospl-
tal that he has been dlscharged. However, at the time of our re-
view, the procedure dld not provide for the necessary foliow-up to
definitely ascertain that notifications were being promptly sub-
mitted, or even submitted at all, by the hospitals to the adjudica-
tlon division and that timely reductions in compensation payments
were belng made.

Our examinatlon in the Washington Regional Office disclosed
two cases where the weaknesses 1n the procedures resulted in ex~
cessive compensation payments. These cases have %zen brought to
the attention of the VA, and certaln measures have been taken to
provide greater assurance that the necessary reductions willl be
made properly and timely. In one case the veteran was discharged
from the hospital on October 5, 1948. However, the notification
of - the veteran's dlscharge from the hospital was not receilved in
the Adjudication Division until October 13, 1949, over a year
after the date of hils discharge. And even 1ln January 1953, when
we reviewed the case, the amount of the monthly compensation pay-
ment had not been reduced from a rating based on a 100 percent
disabllity. We brought the case to the attention of the VA, As
a result, the monthly compensation payment was reduced from a rat-
ing based on a 100 percent disabllity to the rating 1n effect be-
fore he entered the hospitsal. On June 30, 1953, following a physi-
cal examination of ..e veteran, the award was dilscontinued. The

payments for the period October 6, 1948, the date following the



veteran's 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 to
reduce the monthly compensation payments upon the veteran's dis-
charge from the hospltal to an amouat based on the disabllity
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-
nlzed as an overpayment was walved by the Central Office Committiee
on Waivers. (See p. 89,)
In the second case the veteran's compensation payments were

based on a 10 percent dlsability when he entered the hospital on
‘March 3, 19%9. oOn March 24, 1949, they were increased to an
amount based on a 100 percent disability rating. The notification
of 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 cowmpensation payments were still belng made on the
basls of a 100 percent disability rating. Upon bringing thls case
to the attention of the VA, the compensatlion payments were sus-
pended pending a physical examlnation of the veteran and a com-
plete review of the hospital report on his hospltalization. On
February 1, 1953, the veteran's physlical condlition was rerated as
_being 10 percent disabling. The excess payment from the date of
the veteran's discharge from the hospital to February 1, 1953,
amounted to $6,098. The entire amount was then established by the
;'VA ad an overpayment, The veteran requested a walver of recoverv
'bf the ovérpayment whizsh was denied by the Central Offlce Commit-

tee on Walvers. The decislion was appealed by the veteran to the
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Board of Veterahs Appeals on'September 25, 1953. On Juue 30, 1954,
‘ fhe Board of Veterans Appeals rzferred the case to the Deputy Ad-
ministrator for Veterans Benefits for consideration of the propri-
2ty 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 the
award belng discontinued on the ground that the veteran's dlsanil-
ity existed before hils entrance into military service.

JURISDICTTION OVER CASES_AND PAYMENT OF BENEFITS

The VA procedures provlide that benefit payments will be wmi:le
and award acccunt cards maluntalned by the office laving adminisisa-
tive jurlsdictlon over the cases. An ekception 18 compensation
and penslcit bene®lts payable to dependents of deceased veterans
wl:y reside 1n the Philippines. In these cases the award adJjudica-
tiona‘are made in the Central Office (now the Veterans Benefits
(:ifice), and the payments are made by the Manila Regionial Cffice.

Our examination in the Central Offlce disclosed instances
where the prescribed procedures had not been followed. Payments
i 33 cases were being made by the Central 0ffice although the
administration of the cases and the related claims rfolders had
been transferred o field offices., In two of these cases the fail-
ure to transfer the payment function and payment records to the
field offices resulted in overpayments totaling $2,804. We also
noted 65 cases that had not been decentrallzed to field offices in

accordance with the VA procedures relating to Jjurisdiction over
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cases. These cases were brought to the attention of the VA, and
correctlve action has been taken.,

The fallure of the Central 0ffice to transfer all functilons
relating to the adminlstration of a case to a fleld office indi-
cates 2lso that prescrilbed procedures are not being followed in
the fleld office. In each of the two cases where there were over-
payments, the field offlce could not have made the requlred changes
in the award payments and the payment records and either did not
- establish statistical cards or did not properly reconcile the sta-

tistical and award account cards.
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ERRONEOUS_BENEFIT PAYMENTS

The VA policy provides that erroneous benefit payments will be
discontinued retroactively where there is no legal basis whatso-
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 eithar 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 ffoh the
payees, We believe that the VA policy for determining when an er~
roneous payment constitutes an overpayment is consistent with the
statute. The statutes also provide that recovery of compensation
and pension overpayments from a payee may be waived when the payee
is not at fault and when in the judgment of the Administrator re-
covery would defeat the purpose of benefits otherwise authorized -
or would be against equity and good conscience, However, the laws
authorizing assistance to certain disabled veterans in acquiring
automobiles makes no provision for waiver of recovery of erroneous
payments, The authority to consider a payee's request for waiver
of recovefy of an overpayment and to grant a waiver has been dele=-
gated to committees on waivers,

The VA instructions provide that adjudication personnel at
the time of discontinuing or reducing an award will determine
whether any erroneous payments were made and whether they are ﬁo
be treated as ovsrpayments recoverable from the payees., We ques-
tioned the practice of allowing adjudication personnel to determine

whether or not erroneous payments are overpayments subject to
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recovery since it permits the same personnel who make awards that
result in erroneous payments to determine that no effort should be
madé to effect recovery, The Administrator stated that whare an

erroneous payment results from an erroneous action or an erroneous

or improper application of the law or administrative instruction,

and where the payes is‘not at fault, it would be inequitable to re-
quire recovery and that ts treat such an erroneous payment as an
overpayment to ba acted upbn especiﬁlly ©0 grant a waiver of recov-
ery would involve unnecessary admirigtrative expense. Howevar,
under the present practice, there 1s no assurance that recovery of
an overpayment may not be automatically waived even whers the payes
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 deterﬁine the propriety of the treat-
ment accorded them and the need for measures to minimize erroncous
payments. |

Our examination indicated that adjudication personnel does
nst fully understand the policy regarding erroneous benef'it pay-
ments and that a possibility exists that some erroneocus payments
may not be given proper consideration. The lack of full understand~
ing of the policy was evidenced by the adjudication personnelts
consideration of the erroneous payments disclosed by our examina-
tion, Of the erroneous payments in 42 cases totaling $67,63% (ses
p. 27), only $9,726 in 14 cases was at first considered to be overw

payments subject to recovery. A discussion of other cases with
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adjudication personnel resuited in an additional $14,440 in five
cases being treated as recoverable overpayments, As indicated in
the foliowing paragraph, the Deputy Administrator for Veterans Ben-
efits later ruled that the erroneous payments in one case should
not have been treated as a recoverable overpayment. We, therefore,
recommend that the VA give consideration to developing and adopt-
ing a single instructional directive setting forth the policy for
consideration of erroneous payments., We believe that such a di-
rective would tend to assure that proper and consistent considera=-
tion is given to erroneous payments.

Of the erroneous payments totaling 324,166 established as
overpaynents subject to recovery, the Central Office Committee on
Waivers granted a waiver of recovery of an overpayment of $6,203
from one payee and denied a waiver of recovery of an overpayment
of $2,113 from one payee and of 36,098 from another payees 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 recogﬁition of erro=-
neous payments as overpayments subject to recovery precludes many
erroneous payments from being regarded as overpayments since they
result more frequently from some incorrect action taken or failure
to take some required action on awards after they have been granted
rather than from the improper granting of the awards. Tt permits

erroneous payments to be disregarded even whers the payees are not
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without fault in accepting the payments as illustrated by the fol-
lowing comments on two of the cases referred to in the preceding
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 in
rates of payment during periods while the veterans were hospital-
ized. However, the administrative failure to reduce the rates of
payment upon the discharge of the veterans from the hospitals to
disability ratings based on evaluations of their physical condi-
tions at that time resulted in erroncous payments of about 312,300,
In one case the Committee on Waivers granted the veteran a waiver
of recovery of the overpayment on the ground that he was not at
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 ol payment did not clearly in-
dicate that it would be subject to reduction upon his discharge
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-
charge from the hospital, the compensation payments would then
have been terminated. It would appear “hat 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 be

found to be free of fault in accepting the payments at the in-

creased rate after his discharge from the hospital. However, it
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would appear also that, even'if a waivar of recovery had unot been
granted, the Administration could have ruted that the erroncous
payments should not have been treated as overpayments subject to
recovery on the ground that a legal basis existed for gramnting the
original award,

In the second case the Committee on Waivers denied the vet-
eran a walver of recovery on the ground that hs was not without
fault in accepting the payments., The veteran appealed the com-
mittee's decision to the Board of Veterans Appeals., The Board re-
fe red the case to the Deputy Administrator for Veterans Benefits
for a determination of the propriety of establishing the srronsous
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 lnasmuch as the award payments could

not be discontinued retroactively in the absence of fraud,
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DISBURSING BENEFIT PAYMUNTS

Our review of payments relaving to the cases examined in the
Adminlstratlon's two Washlngton offices indlcated that they ware
processed with a high degree of accuracy. I% diesclosed errors in
pay aente in only seven Instances; the errors amounting to 3280,

In two other instances errors were made in the nrocessing of ad-
Justments that were made in beneflt payments us a result of our
case examnination. In one case an incorrect computation of the =nd.
Justment resulted in an underpayment to the veteran of $1,012,84;
this amount was later digbursed. In the other case an adjudication
actlon termlnating an award that previously had been suspended was
improperly treated as a relnstatement of the award. Erroneous pay-

ments amounted to #425.25 before the error came to the attention

of the VA as a result of a lettsr T'rom the veteran.

The attainment of the high degree of accuracy in processing
beneflt paymenis under the present system 1s largely dependent on
the integrity and competence of individual employees. However, we
believe that assurance of the propriesty of the benefilt payments
should he attained to a greater degree through accounting and prow
cedural control., Such control could be readlly attained under a
mechanized method of operation, We belleve also that the adoption

of a fully mechanized systém providing for a complete integration

| of all payment, disburasing, and related functions would result in

a more eofficient and economical eparation,
The functions pertaining to the payment = beneflte are now
being performed partly by the VA and partly by the Treasury Depart-

ment. The VA maintains an accounting record pertalning to each
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benefliclary®s award and notifies the Treasury Department of the
payments Lo be made, The Treasury Department prepares and nails
the benefit payment checks to the bsneficlaries, This practice
necessltates a continuous flow of information between the VA and
the Treasury Department. It requires the Treasury.Department to
maintaln an addressograph plate for each beneficlary, to maks
changes in the plates whenever notifled by the VA of & change in
the amouut of a benefit payment or the address of a beneficlary,
to submit lists of checks prepared (referred to as "book runs") to
the VA for verification before they are 1lssued, and to malntain
prepared checks under control until they are issuved. The VA verl.
fies the individual payments listed on the "book runs™ by visually
comparing them with the related award cards, The tobtal of thsa
"book runs" rre verified by listing the amounte of the aubhorized
benefit payments shown on the individual beneflalary awgrd cards,
After the "book rums" have been verified, the VA notifles the
Treasury Department of those checks Lo be veolded and of any re-
placemsnt or addltional checks necessary becsuse of changes made
in awards after the date the checks hred bsgen prepared,

A fundamental need for effecting ways and means of achleving
a greater degree of ecovomy in the benefit payment 6peratlons was
pointed out by the Accounting Systems Dlvislon, General Accounting
Office, in a report in April 1950, The report recommended the inl-
tiation of an intensive and detalled review to develop a more effl-
clent system. Tt suggested several methods for consilderatliom,
Generally, these proposals provided for the malin.enance of records

and controls by use of mechanical methods in lisu of the present
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system of maintalning records manually and verifying payments--
abéut 5 million checks a month--by comparing names on "book runsg®
with award cards and bty adding the individual amounts on the cards
for reconciliation witk "book-run® totals. The report suggested
algo that consideration be given to consolidating payment func-
tions in fewer reglonal offices in order to provide a sufficient
workload in each office to attaln the greatest operating effi-
clency,

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 checks
to overcome the costly and cumbersome operations which result from
the division of the payment operations between the VA and the
Treasury Department, that payment operations be consolidatzd in
fewer VA offices, that beneflt payment checks be prepared and is-
sued each day on a cycle payment plan to avold peak workloads rncae
sloned by the practice of making all payments at the end of the
month, and that compensation beneflts to veterans with disabllity
ratings of 10 and 20 percent be pald quarterly lnstead of monthly.

In July 1952, ¢he Administrator of Veterans Affairs requested
the Bureau of the Budget to make & study of the disbursing prac-
tices to determine the benefits that would result from the 1ntegram'
tion of the entire disbursing operation in the VA, In July 1953,
the Bureau of the Budget organlzed a committee to make the re-
quested study. sShortly thereafter the cummittee, comprised of rep-
resentatives of the Bureau of the Budget, the Veterans Administra-

tion, the Treasury Department, and the Goeneral Accounting Office,
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began a survey. Representatives of the committee informed us that
'rfhe'survey reaffirmed the need for completely revamping the VA®s
benefit payment accounting practices regardless of whethe: or not
the entlre disbursing operation 1s integrated in the VA. They
also informed us that the savings in over-all cost to the Govern-
ment that would result from the integration of the entive disburs-
ing operation in the VA can be ascertalned only by determining (1)
the costs that are belng incurred by the Treasury Department and
the VA under the existing disbursing practices and (2) the costs
that would be incurred under a fully integrated mechanlzed digburs-
ing system entirely within the VA, These cost studles are belng
made in the New York VA Regional Offlce and the Treasury Depart-
ment disbursing office. By December 31, 1954, the costs incurred
by the‘Treasury Department and the VA under the exlisting disburs-
ing practices had been accumulated for several months,

Early in 1955 a speclal projects staff was organized in the
‘Department of Veterans Beneflts to develop a mechanized benefit
payment accounting and dlsbursing system integrated with statistl-
cal and other rélated operations. A system was designed and ini-
tial steps were taken in August 1955 to install it in the New York
VA Reglonal Office., It was first used Jn October 1955 to prepare
and issue the regular monthly checks 1n payment of compensation
end pension awards ard by the end of 1955 was also being used in

paying éducatlon and trailning allowances and other awards.

)
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APPENDIX A

STATEMENT REGARDING
BISTORICAL, IEGAL, AND MEDICAT
ASYECTS OF DISABTILITY RATING PROBLEMS
BY Di, R, B, TEACHOUT
CHAIRMAN, RATING SCHEDULE BOARD
JANUARY 21, 1952

The group of Chief Consultants of the Department of Medicline
and Surgery has expressed an interest in the medical aspects of
the disabllity ratings for the various common disorders, how they
are calculated and how they are terminated for beneficiarles who
recover. They have requested a general presentation of the sub-
Ject in its historicel and legal aspects. Ve in Claims are very
glad to receive this expression of interest. The dlsabllity com.-
pensetion pregram has many medical aspects and the quality of medw
ical advice and participation especlally iu the early stages of
the program for a particular war is extremely influential in nhape
ing the progrem and controlling the equitable and economical Hpere
ation of the program., ‘

Unfortunately at the beglinning of a disability clalms program
for the veterans of a partlcular wer th: time and attention of the
leaders and the rank and flle of the medical profession is given
to other problems then the ons of disabllity compensation. Examie
nations at enlistment, for example, have a tremendous effect in
shaplng a disabllity compensation program., They are made in haste,
and under pressure to fill draft quotas and to prevent evasion of
militery rervice by malingering. They do not emphasize careful
history-taking by the physilcian himself which 18 essential 1f ob-
scure maladies are to be detected., The form they use 1s an abbre=
viated one prepared by a commlttee, mostly pvhyslclans, working
under the direction of the Bureau of the Budget, whose intersst ap-
peared to be to develop a uniform form conforming to specifica-
tions developed by form makers rather than in serving the purpose .
to wihlch examination reports will be put. This form has been }
adopted by the uniformed services for examinatlion at enlistment g'
and discharge not, however, for discharge or retirement hecause of!
disability. The form is completely inadaptable to the purposes ofL“uw
the Veterans Administration and after pressure for several years
including pressure from within the Veterans Administration the
privilege was finally wou of belng "exempted" from use of the form,

Better understanding of the commltments made by examining
physicians at time of induction, more time for the purpose, and
better quality of examinations can only be brought avout by the
interest of leaders of the medical profegssion.
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Many persona with various defects and diseases, and predispo-
.8ltlons to diseases, can serve thelr country valuably in the uni.
formed service. There must, of course, be provision for limlted
service, in pest wars more a system on paper than in practice.

And there must be record of the defects warranting classification
for limlted or full service, not only by name or number, but in
sufficient detall and with sufficien+ history to permit evaluation
of dlsabllity and comparison of the condition after discharge with
that at enlistment, We have, for example, around 60,000 peptic
ulcer cases on the World Var II service conneo»ed rolls. A very
large proportion of the cases reviewed An Central Office report
history given in the treatment records during service cf some
years of similar intermittent gastric distress. Hed they been ex
amined with barlum meal and fluoroscope it 1ls likely that the de-
formity or crater found in service would have been found at en
Jistment., Had thelr history been carefully taken, it is likely
that the episodes after dilscharge, as to frequency, severity, and
diletary requirements would be not too diffsrent than the episodes
before service.

The dlesablillity clalms program is also seriously handicapped -4
by the unavallabllity of physiclans to make examinatlons of vebt.
erans before their claim is initially rated, and to evaluate the
disabllity shown on such examinations. The treatment records maine™—
talned by the Service Departments are excellent, but when 1t be-
comes time to discharge a veters:. for dlsabllity, it appears that
the report 1s colored by selective emphasls and use of words
strong enough to justify this discharge. On the other hand, exanw
inatlions at the time of routine discharge are exceedingly perfunra
tory. They enumerate disabilities vislble to the naked eye, but _ a2~
without details whlch would permit evaluation. They do not go far |
enough to show the absence of partlcular disebilities, a matter of
importance ia rebutting service connection.

In the VWorld War I program, the laws regarding service commec-
tlon were extremely strict until the end of the demobillzation,
and there was no intensive effort to induce veterans to file clalms,
In World War IT on the other hand, the laws became exceedingly 11D~
eral as early as July 13, 1943, and veterans were encoursaged by
the service department themselves and by veterans' and other organ=
izations, the Red Cross in particular to file claims. Demoblliza~
tion, 8lso, did not proceed in accordance with carefully lald
plans for slow release of the forces, out broke Ilnto an avalanche,
The disabillity clalms program is rightly or wrongly exceedingly
sensitive to public relatlons and adverse publicity especlally as
‘regards delays in adjudication. It became necessary to adjudlcate }
these new claims in speclal lnstallatlons originated for the pure i
pose with a minimum of delay. Hasty work involves fallure to dee
velop available evidentlary leads, fellure to carefully review
every item of avallable evidence, and snap judgment, with a tendw
ency to resolve doubts in favor of the veteran instead of settling
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them by jprocurcemer. 0l evidence, Jnavallabllity of physicians in
sufficlent nuanbers o make and evaluate examinatisn reports 13 s&n
important factor 1 cousing this hesty work.

After a velsran has been placed on the rolls L1t is much nove
difficult to remave him, even on a heavy preponderance of eviience
agalnst the velrrar. The dlsablility compensation program ope:ates
under protectl .z policles developed over the years and always e
added te by th2 Congress which require that a determination of
benefite on bthe bagls that the disability 1s not service connvcted
be clearly and amistakably supported. And the longer the veteran
hag Deen on the voalie the stronger the evidence required to treak
service comnectlon, Hasty initial adjudicatilon such as has been
described requires deliberative development and review as soon &8
possibie. Since the Initial adjudications were accowmplishsed, in
1946 for the mosi vart, the program has been under constant exe
treme pressure by the Bureau of the Budgeb and in reduced approprie
ations so thet uy:isematle deliberative review has been 1mpos¢1b
Cur peraonnes r=e bHeen reduced from 10,600 to 3 oo with anrual,
and some semi.c.mual 12ductions in fnrce of 104 or morz. To im-
prove this vras. of our program in future emergenclies will require
plaming to whii.ze medical man-power in the interest of this
phéase off our uat -onal actlvity.

The polislns regarding service comnectlion of various dlsabll-
ities nave mecizal e“pects of high importance. Starting from the
strict policies of the Act of October 6, 1917, the laws have been
progresslvely i haraiized as regards service comectlon., The vet-:
eran 1ls now presaned by law to have besn in sound conditlon at the
time of enligtuwsnt, except for condltloas actually noted, a pre- |
sumptlon rebutiavle only by clear and unnistakable evidence, t
Even if not sound at enlistment, any increase ln disabllity ls pre-
sumed to be <ue to servlice, Aggravation under this presumpilon 1s
also rebubtis vle ¢nly by clear and unmistakable evidence, TIn the -
avsence of crmplete records, "medical facts and priuciples® ave
the best evidence of exlistence prior to enlistment and natural
progress of disease, History admitted by the veteran and consigt=
ent with the facte of dlsease when first dlscovered is good evl-
dence but the laws prcohlbit acceptance of a statement in writing
slgned by the veteran ap evidence agalnst hils case, As a practl-
cal matter we make extensive use of hlstory in adjudication but
the legality of the practlce 1is always on a tenuous foundation.

The test of evidence required by law, whether 1t is "clear and un.

mistakable,” 1s an unreslistic one to apply to medlcal evidence .
which at best establishes probablilitles. And evidence which i8 ¥
clear and unmistakable to one is not clear and unmistakable to //<
another,  This standard of evidence deserves examination by the jj4-
medical profession,

Other statubtory prequmptjons confer service connection on
specified diseases Inltially manifest within one year (three years
for active pulmonary tuberculosls, and two years for multiple
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sclerosis) after discharge following 90 days honorable war time
.8ervice, hut not in VWorld VWar II cases later than the presunptive
period after July 25, 1947. This presumption applles also follow-
ing service of the present Korean expeditionary service, Now
whether a disease Inltially menifest after discharge was incurred
in or aggravated by service obviously requires an examination of
medlcal concepts, Does arterlosclerosls helong on such a list?
Does epllepsy, grsend mal? Does arthritis, regardless of etiologle
cal type? Does peptlc ulcer? These, and many cthers, are so
listed., Anyone will realize that if service connection is ré= .
auired by law for the disease manifest after discharge, 1t 1is exm§
ceedingly Gifficult to deny 1t for the disease during service, y
The medical concepte underlyling grants and denials of eervice con.
nection in the varlous laws deserve study by the medical profes-
sion, It is aliways very difficult, however, to secure the enaci.-
ment of legislation so that veterans of a subsequent perlod of
service will not be entitled to all the beneflits, previously pro-
vided for veterans of earlier service, notwithstanding that aldvanc-
ing medlcal knowledge may show the previous provislon to be no |
longer tenable.

This Government has always pald monthly or quarterly beneflts
to the veterans »f 1ts wars 1n recognition of their disabilitles
or in gratitude for their services, Before World War I a very com-
pllcated system of monthly money rates had been established by law
for various service connected disabllitles. These money ratee i
were enacted by the Congress at various times for varlous disablle
lties and hald come to be exceedingly inconsistent, Additloually,
rates for age and disabllities not the result of service have bheen
enacted at various times and have come tc predominate the system.

¥arly in Vorld War I, Congress rccognized the unsatisfactory
character of this system and determined to replace it by one based
on & more modern conception. On Cctober 6, 1917, a law was pasged..
requiring, among other things, that evaluations of disability be
in percentage terms, from 10% to 100%, and in accordance with a
schedule for rating disabllities, based, as far as practicable,
upcn averege reductions in earming capaclity from disabilities in
civil occupatlons, There was some intentlon iIn thils of makling the
system ansalogous to workmen®s compensatlon, however, the Congress
did not, as workmen's compensatlon systems do, provide for the
evaluatlion of disabllities in weeks or months over which payments
should continue based on theilr earnings of individuals before they
‘were Iinjured.

>~

{
&

The concept of average impalirment in earning capaclty is a
much simpler one on paper than it is in practice. The effect of
any disabllity upon the earning capaclity of a group is its differ-
entlal 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 unemployabllity is generally proportional to the
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severity of the disability, thus a minor disabllity willl cause un.
cmployrent in ouly a few individuals of the group, whereas what
are generally known as permanent and total disabllities will pro-
duce unemployment up to 857, The employable veterans of the group,
however, gensrally suffer no reductlon in thelr earning capacity,
thus a particular percentage evaluation, say 407, for a certain
disabllity 1s not consistent with the fact that many individuals
of the group will e chronically unemployed while the other mem-
bers arfected earn a golng wage at the occupation which they fole
Jow,

This law obvinisly required the preparacion of the Schedule
for rating disabllities at the time the responsibility for rating
disabllities was centered in the Medical Advisor to the Director
of the Bureau of War Rislk Insurance. Accordingly, physlcians in
the offlice of the Chief Medlcal Advisor began the preparation of
the rating schedule. They had some foreign schedules as a gulde
and there were some books which attempted to evaluate some dis- YU
abllities in percentage terms, They certalniy had no statistical |1
or other ecornomic data regarding the average reduction in earning
capacity from eny disability. There is very little such data now,
and as far as I know none of 1t has been published. fo

Thls Schedule eventuated as a 1921 schedule for rating dils.
abllities although many of 1ts evaluatlons were adopnted early in
1918, Our most common class of disabllitles consists of reslduals
of direct Injury of one or more extremitliles, I willl discuss the
evaluatlion of amputation of one leg at polnt of electlon below the
knee ag an example of this class of disabilitles. The physicians
of whom I speak assipned at a very early date an evaluation of 40%
for this condition. This was not a calculated value, It undoubtw
edly represented the owinions of these physlcians ag to the effect §
of this dizability upon the earning capaclty of the average man, L»/
who, at the tine was thought to be a common laborer, The knowl- "
edge of these physiclang undoubtedly reflected a perlod 10 to 15
years before World War I when prosthetic appllances were ineffece
tive, medical rehabllitation programs had not been developed, and
opportunitlies for employment of men so disabled were slight. I
do not believe the evaluation was high at the time., It is probe. L7
ably high now.

At alli events the 1921 Rating Schedule fixed the evaluations.i—
for practically all major amputations of the upper and lower eXe |
tremities, in & rational relatlonshlip to the evaluation assigned {

the amputation of one leg,
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These evaluations may be high but they cannot conceivably be
Vreduced The Congress in 1930 was fully awvare of the Administra-
tion's evaluations for amputatlions and considered them inadequate
and added a flat $25 per month for loss or loss of use of any one
extremity. It is fairly obvious that evaluatlions which the
Congress hag lncreased cannot be reduced by the VA, This schedule
also covered impairments of the eye and ear and many common dise
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 medlcal referees who, at
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 definlte standards did not produce lack of uni-
formlty. Among the other evaluations introduced in the 192) Schede
ule was 25% for the surglcal removal of one kidney.

In 192@, & World War Veterans Act was enacted which provided
a greatly enlarged system of dlsability compensation, It vrovided,
firet, for the decentrelization of the program to not more than
100 Reglonal Offices and this decentraiization still prevalls., It¢
provided for the adoption of a rating schedule with occupational }
differentiatlion according to the veterant's occupation at the time J
of hls enlistmerit, The central evaluations for the various amputd
tions continued unchanged. As to the central evaluations for i
palrments of seeing and hearing these were generally unchenged exe
cept that the laticr were considerably lucreased because the
Consress included in the law a provislon that total deafness
should be rated as 100% disabling. The evaluetlions for dlseases
of the varlous systems of the body continued to allow wlde flex-
ible ranges although with somewhat more dilscrimlnation as to maxi- E//—

e

mum and minimum values and differentlation of these evaluations
according to the occupational criteria., For some reason the evale
vation for the loss of one kidney was Increased to 40%. The schede
ule prepared In accordance with thls law is vhat is known as the
1925 Schedule. It provided evaluations of from 0% to 33-1/3% for
arrested pulmonary tuberculosls, The Congress soon recelved vige
orous prote ts at thls low evaluatlon and enacted a law providinv

a minimum of $50 a month for veterans whose service connected &ac-
tive pulmonary tuberculoslis has become arrested. Thils law and
thils Schedule was repealed in 1933 but as an 1lllustration of the
fact that in our disablllity compensation system laws are never
finally repealed it was rcena0ued in large part and now with its
accompanying 1925 Schedule. controls evaluations in large

e r A A

numbers of World War I disa 'Iity compensation cases,

The repeal of thls law and the economy provislons of the new
legislation required the preparation of a new rating schedule
known ag_the 1933 schedule. This schedule was ag requlired by law,
an économy scC ' ut 1t did not attempt to reduce the evaluaw
tions for the various amputations and the disabilitlies related to
them, I{ was belleved at that time that economy and gtandardiza-
tion could best be achleved by eliminating the evaluations for
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more temporary disabllltles and for setting up not more than 5
-grades of disabillty for the common conditlons thus, dlseases of
the heart were evaluated in 5 grades, 10%, 30%, 603, 80%, and 100%,
depending upon the functlional capacity of the heart. With the
comparauively recent enactment of the law providing a minimum of
$50 a month for arrested pulmonary tuberculosils it was not con-
sidered practicable to reduce all the evaluation for arrested pul-
monary tuberculosis below 50%. Accordingly the evaluation was
fixed at 50% for 5 years, 30% for 5 years. The 1933 S&hrdu]ﬂ Pree
vailed until the adoption of the 1945 Schedule wnich we oxn@lly
submitted to thé Congréss Witw the requEst that all earlier sched=
ules be repealed,

The 1945 Schedule for Rating Disabilities was the first rat
Ig%:aghedule prevared by the Adminictration on it¥s own 1n1t1at1ve.
"It was felf that many Tenporary disabi¥1tiss which had beéén ‘ex-
cluded from the 1933 Schedule would come hack into the picture
that there would be new disabllities and that the comments incor.
porated in the 1933 Schedule would not stand up in administering
a new Vorld War II program, There 1s very little calculation in
the sense that you gentlemen understand 1t in the assignment of
disablility percentage evaluatlons. The various evaluations are
matters of conveérse among the most experienced rating personnel of
the Administration, for the most part physiclans. Ihey are delers

Lite T

mined..by what 1s called a consensus of informed opinion and there

A N A e

akg. many compromiscs AmsHy tHE Vievis of "the Varipus consyltents,

{ww
|

In our scction which covers disabilitles of the bones, joints
and muscles, the effort 1s to define each grade of each disability
as carefully as posslble and assign an evaluatior consistent with,
and never higher than, the nearest amputation value involved, A
system for rating the residuals of muscle damage-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 prob-
able that we were influenced in this liberallzation tc an excese
slve extent by the experlence following World War I, It is appare
ent from the claims folders that during World War IT missiles pro=
duced much less severe resildual disability than did World War 7I.
It is difficult not to be liberal in assigning evaluatlons to a

TOUD. aving such well™ substantjated gervice connection. tle are
continual ly-sware "of otHer dlieases having less wéll Bubstantiated
service connectlon wlth which the evaluatlons for the injury group
will be compared.

This sectlon of the Schedule includes alsp evaluations for TW
Des.; lanus, ?ecurﬁ§ﬁ$~gia; atefféh uilde™ Y knee qnd‘évaiuatfﬁng l)(
for different types of pelinful™idi™Back.  Due18¢Eely té the "pro-" -
visions of our laws regarding service connection, these types are

also among our most common ones. It includes also evaluations for
Buch diseases as chronic osteomyelitis and chronic arthritis of

the various etlological types, These dlseases obviously present

R L
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entirvely different evaluation problems than does for example ampu.
+tation of one leg, Wecause each case presents an individual pilc-
ture. We continue an evaluation of 20% for chronlc osteomyelitis
for 5 years after the last evidence of infection disappears. This
1iheral provision was based on VWorld War I experience, We evalu.
ate 4isabllity for degenerative arthritis on the basis of the nume
ber and importance:; of jJjoints showing hypertrophlic changes and also
functional impairnent with a minimum of 10% for the well identi-
fled diseasge,

One of the basic pointe of reference in the 1945 Schedule is
an agreement on the part of all conferees who prepared lt, that a
60% evaiuation must be for a grade of severity of any disabillty
whicn can, in a large proportion of cases, though not on the avere
age, produce permanent and total disabllity, u

- Golng on to diszbllities of the eye, we have continued an ege
tabliched 30% for blindness, one eye, and 40% for an enucleated
and disfiguring blind eye and we asslgn 60% which may, in unemploye
able cases, be increased to 100% for industrial bhlindness with the
usual definition of this term. Vision 5/200 or less or concentrio
contraction to 5 degrees 1s recognized as permarernt total disablle
ity regardless of the unemployabllity of tine Ilndlvidual and ene
titles to statutory rates of $240 per month or more,

Over the perlod of the lagt several years there was an effort
to eliminate the conversational volce tests in feet as the basis
for rating impalrments of hearing. We have now succeeded in sew-
curing controlled speech apparatus in all Reglonal Offilces and
have prepared & new schedule based on speech reception declibel
loss adjusted for discrimination of consom=nt dominated words. As
far as I know thils is the only schedule of its kind in ex‘stence.
In this comnection I might say that the ccmmittee of the American
Medical Associatlon and other groups are working on a workmen's
compensation schedule for evaluating dlsabllity from lmpalrsd heaple .-
ing based on the pure tone audlometer. I understand that this ';k’
group proposes to fix 20% as the evaluation for deafness 11 one \ -
ear whereas we do not propose tc chenge our established 10% evalumL;,
ation.,

Our schedule goes on to evaluate what we call gystemic dig-
eageg.not.linilted to any oxe system of the hody, In thls fleld,
avitaminosls and general ATHITITY Wiong former prisoners of war
have proved to be difficult problams and we have had no course
avallable except to direct the greatest reasonable liberallty.
Malaria has been our most common dlsease of thils class, We had,
wlthout advice frow troplcal disease experts, adopted a schedule
based on the number of relapses, from 10% for one in the past year
to 50% for 3 in the past 6 months, When the tropicsl dlsease exw
perte recommended total disabllity evaluations over much shorter
periods the great numbers of new claims and the general confusion
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i our offices forced us to disregard the advice. We could not at
fhe time adopt a policy that would force us to handle cases more__-
than once a year, There are important medical aspects of the L/
malaria rating problem uarelated to percentage evaluation., The
first relates to confirmatlon of dlagnosis by blecod smear intera
preted by experte. We have been unable Lo make this requlrement
until after the compensatlion award has run 3 years, and I do not
believe the Department of Mediclne and Surgery makes such & rew-
quirement for out.patient treatment. The second requires a de-
terminatlion of a maximum perlod over which an infection ilncurred
while the veteran was in service in an endemic area can preduce
relapses. This determinatlon has not been made, The third re-
lates to treatment. Our readling of clsims folders does not show
that treatment by gquinine and atabrine has been abandoned. By
annual reviews in wnlch each veteran has been required to show evw
ldence of continued malarla relapses we have reduced the number of
malaria cases on bhe rolls from 196,000 to less than 2,000,

The next section of our schedule covers diseases of the re-
spiratory system. The evaluiatllions for “active and inactive pule
monary tuberclildsis are laid down by statube., These evaluatlons
have a conslderable historical background., In 1925 1t was deter
nmined by the lMedical Service which then stlll had the complete ve.
sponsibility Tor disabllity evaluatlons, that the evaluation for
the first two years of arreet should not exceed 33-1/3% and that
all compensable evaluatlons should be dlscontlinued after 2 years,
The- Conbresu stepped in at this polint and enacted a law providing
a minimum $50 per month for life., In 1933 1n revising the schede
ule, I did not dare revert to the earlier rather strlct practice,
but I did propose 50% for 5 years and 30% for 5 more years which
was adopted. In 1947 we were persuaded by tuberculosis oxports to
change the 50 for the first 2 years of thls perlod to 100Z pro- s
vided the veteran furnished evideunce every 6 months that his activel/
ity was limited undev doctor's orders. The Congress pade this
100% mandatory for the first 2 years, and extended the 50% evalue
atlion an additlonal year s0 that 11 years are covered. This scale
of graduated evaluations also applioe to nonwpulmonary tuberculow.
sls actlve on or after October 10, 1550. This schedule containg
a number of evaluabtions for postnoperdtive conditlions, and evalu-
atlons for non-tuberculous diseases, Bronchial asthma is the most
comuon of these, and is evaluated almost entirely on history of
atiacks accepted by the physician.

Our. 1945 Schedule for Rating Disabilitles has for the first
time separate scales for the evaluation of the comuon etlological
types of grganic disease of the heart in & or 3 grades., In its
preparation, we outllned 5 grades of disabillty for rheumatic
heart disease, the lowest, 10%, evaluatlon often applied 1n cases
in whilch history and alagnoojs are poorly substantiated., Ffollowe
ing World War I diagnosis of mitral insufficlency and chronlc myow
carditis were commonly made on 4 very poor foundatlon and they are
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sL11) s¢ made by some physiclans, w;gh,poprly(sgpggrtedmgigggpgggI\j
there nre alweys cuestlons whether Yo btake men ofi the rolls or™ i,

put_them back on, but I am glad to say these difficultles have
almost disappeared, In the fleld of heart disease we have & psy-
chological factor influencling the degree of dlsability, and Af a
veteran has ever been told he has serlous heart disease it 1s dif-
flcult to justify a reductilon when reports come in long afterwards
that he has none. A change of dlagnosis to one reflecting syphle
lltic or congenltal origin 1ls found to cause rating difflculties.
We recognize a well-supported dlagnosls of arteriosclerosis as
causing disabllity and thils is of great importance in the cases of
older men applylng for pension fcr disabilltlies not the result of
service. IEssential hypertension 1s another common disabllity with
an evaluation of 10% for a diastolic pressure consistently over
100 to one of 60% for a diastollc pressure of 130 or more with
severe symptoms., We are currently revising the schedule for
Buerger’s disease, Raynaud's dlsease and intermittent claudication.

In the digestive system our baslc disease 1s peptic ulcer, .
which "BFIHZE Gbout 60, 000 cages sH the" ¥oITs, “Cfher digestive dis.
ability ¢ olnatlons are correlated with the 10 to 100% evaluations
for this disease. Gastrectomy with its minimum L40% is a disabile
Aby fivst lisbed in the 1945 Schedule. Regarding this evaluation

I ean only say that the views of the medical conferees reflected
the state of medlicine at the time, or at a time some years earlier,
Gastrectomy was a rare operation, undertaken usually for relief of
malignancy, and much less skillfully performed than at present,

The erltleism by the Counsultant in Castroenterolegy may lead us to
recommend a rsduction, with, probably, a requirement of some evia
dence of impalred functlon, for the minimam rating. I cammot guare
entee the reduction. I suppose the evaluatlons for resectlon of
the small and large Intestine may require review at the same time,
Ve are encountering caces of removal of very short sections with
gunshot wounds and these also appear to be without significant
residuals., Visceral herniss are lncluded in the AM,A, Standerd
Nomenclature With this systém. Inguinal hernias sre rather common
disabllity, however, not compensable unless recurrent following
surgery.

I do not suppose it will te particularly uselul to go intn
any detall regarding other sections of the Schedule. In the gen-
ltourinary system our baslc disability ls removel of one kidney,
rated 30%. The blood dyscrasias, skin diseases, and endeerine dis-
orders present, of course, very varlcd pletures, [The epllepsies
are eyaluabed on frequency of abtacks, Host neurological disor-
 ders aré evalusbed on the extent of paralysis, referring to evaluw.
ations for the individual nerves involved, There are minimum
svaluations of 30% for multiple sclerosis, and for post-traumatic
encephalopathy with any recognlzable disabling effect. The psye
choses are evaluated 100% while producing incompetency or requirve
ing institutiomnal care with a three-months 100% convelescent
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ratinrg, some pradvated reductlons after hospital discharge, there.
after on lmpalrment in soclal and industrlal capaclty obviously &
matter of individual estimate.

Qun_sgecond largest proup of disabillties is made up of psychoe
neurotic reactionsl” "THIE 1% & group for whlch, T am sure, it
Wotdd be impossiBl® to calculate any average reductions in earning

capaclty. The group causes many of our most serious problems.

In 1937 1 had the advantage of consultation for 6 weeks with
two outstanding VA psychiatrists, These gentlemen reviewed 50
cases of psychoneurotics claiming to ke totally disabled. When
they flnlshed thelr review of the 50 cases, I asked them, "Are any
of these cases typleal of the text«book cases?" They answered,
"Yes, one,'" I then asked them, "If they do not present text-book
pletures, what is the difference?" They conferred between them-
selves and reovlied, "The cases present the same symptoms every
time they are exemined, That is not right for psychoneurotics."”
They finally, and, I bellsve, reluctently, classified atout half
as psychoneurotics, the other half ag psychopaths, with no recom-
mendation for a total disability rating.

We have 225,000 cases classifled under these dlagnogseg: The
examninations speak of auxleby now when they used to speak of fati
gabllity and asthenia, but the case histories are the same, Whille
the veteran 1s in service the Army and Navy have different stand.
ards_of dilagnesis, the Army preferring psychoneurosils as a dilagno-
s1s at the time of dlscharge, the Navy a diagnosis reflecting psye ..
chopathic personality. &Ms,vﬁ¢hagzﬁeof§ié%n0“i betweel gy
ghoneurosis and immaturity reaction or psychopathic personalily is

:Y@EMUQQmen,QQQWWOUIGHbe“mo%é”éémmbﬁfofﬁﬁéfé"Were hdt“fairix iaas
Figld requireneitby of certifying olear and unnif§talkabl S on
the.prlor diagnosis, This is the field of medlcine in which dlar. F
ificatlﬁﬁ“ﬁf'g§ﬁFnbstlc standards 1is most uvrgently needed before
the rating pollicles can be on a satisfactory basils, If examlners
in tne Department certify the veteran, as psychoneurotic, we take

nim as suffering from a dlsease which may be granted service cone

nection or have 1t continued. If they certify him as a psychopath
or immature personality, we take him as suffering from no disease

which may be service connected,

in

As regards evaluation of disability our problems are simi. e
larly difficult. If.surveyed, this group would probably show. the !
lovest earning-capacity of the whols group 6f disabled veterams, |
and the same would be™t¥ug of The psychorath and™iifiidture person-
alilty. Ve have to remember, however, that our cases were origl-
nally discovered becaugse they showed signe of inadequacy. The apw
parently reduced earning capaclity Iin thls may not be due to psychow

neuresls,

;—‘l
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Many years ago the VA recognlzed only three degrees of dise
abllliby, 0%, 10%, and 100%, the latter for short periods. 1 have
been told that the psychoneurotic veterans took advantage of a
speclal temporary total rating then applicable over any period of
hospltalization so that they came to fill the hospitals, In 1925,
I have been also told the determination to establish three grades
wlth rates averaging 30%, 55%, and 80%, was made to induce the
veterans to stay out of hosnitelo. I am not prepared to vouch for
this history, because at the time rating policy was determined in
the Medlcal Service. At all events we have continued these baslo
evaluatlons, changing 55% to 50%, and add;ng 10%. The far major-
ity of psychoneurotics are now ratcd 10p. '

Our rating schedule 1s rather strict regarding this disabil-
ity. For the evalvations of 30% and higher it requires positive
psyculatric findings with an emphasls upon objective signs. The
10% evaluation 1s, however, authorized upon relatively minor finde
ings, if there is aotual 1ntcrfercnco with employment, This sec~
tlon of the rating schedule is conotantly eriticized by organ17au
tions because it provides no 100% evaluation, To date, all 100%
evaluations have required approval by the Central Offico which has
heen rather svaringly granted,

You are interested in how beneflts are termineted when benee
ficlaries recover., Of course some beneficlaries recover, some get
worse, and some have what we call static disabllitiles whlch _remain
qunagged If & man in service has rheumatic Tevey and 1s dipm
‘charged soon after he gets on his feét, he will be rated 100% for
6 months, and Aif there ave no s*gnificant residuals in the heart
or in recurrent joint pains, hls award will be terminated. If he
1s discharged with a sericus kidney condition, and a kldney is rew-
moved in one of our hospltals, he will probably be rated 100% from
discharge and through the period of VA hospltalization and if at
discharge his conditlon 1s simply removal of one kidney, he will
be rated 30%. The same with a peptic ulcer with obstruotion wilth
a gastrectomy which removes the ulcer symptoms, he will be rated ——
uoﬂ after dlscharge from hospital., Nearly all cases filing clalm | -
at d3 _harge are rated on the recoxds of the service dopaftmert {
B o exanmined by, thé. VA after dischar If there prove. /N
iS¢ _the rating 1§“peduced ;f"fhe &is'ﬁﬁi&ty 1s worse than rew...
Ported on the service department Tecdords, through change or other:

“Wise, the rating Wil be inecrédséd,” in some cased, retroactively
to da; dischdrge, In most of £4888 reductions We Eive & ver-
eran 60 days netice in which to submit evldence that his disabile
ity has not improved,

These reductions are easlly accomplished 1f the improvement
takes place at an early date, or within 5 years of date of dis-
charge., We carefully reviewed 196,000 malaria casee, and have re.
duced the number on the rolls to, probably less than 2,000, We
carefully reviewsd the psychoreurosis cages and eliminated at
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least 40,000 out of 280,000. Ge mj_%ﬁk_"_;__f_‘_ 5 _years after-initial \}
-rating_the exomination shows the same degree of disability as at
_initial reling mo fubire exemination is schéduled, This 1§ & podel-
icy adopted™In 1939 or 1940 as applicable to worid War I veterans
in view of the large nunber of examinatlions scheduled for disabile
1tles which should be permanent with many changes or redescripe
tlons coming into the picture. It has been contirnuwed for VWorld
War II veterans, With this five year rule, it may easily come
about that veterans will draw a certaln rate of compensation for
many years, and will be reexamine” ot the veteran's request, or on
some out~patient treatment record, or hospital summary, which e -
shows a material improvement in the condition. If there has heen.
a.gubstantial lmprovement in medical nomenclature, or. mginods...the.
veteran may well be found never to have had the disability for
which he has been compensated, or to have impraoved materially.

Oné of our most serious problels AL this time 18 &™FFoup of World
War I veterans, rated 100% for active pulmonary tuberculosis for
considerably more than 5 years after thelr discharge, and not seen
by & VA physician who reported his findings for many years. These
veterans are now recelving out-patient tuberculosis follow-ups
under a new program. They are belng classifled under the new,
1950, dlagnostic classiflcation., The whole series of thelir X.Rays
are now belng read and interpretatlions for the first time reported
for rating purposes. In one case I recall this interpretation rc-
ported the veteran "inactive, 21 years." There are a number of
cases involving inactivity, with shorter periods. You will appra-
clate that substantial reductlions In rates of compensation after
the beneficlary has been in recelpt of a high rate for 30 odd
years 1s a very serlous matter. We handle these cases ag, well a:
we_can, and not always on lines {ndicated by the most recent meds”

PR, 523 Lofr Bt

Qur_laws at oune time permitted us to require acgeptance of
Teasonable medical ogwsurg;9a1vtgggwmgnﬁmand_toﬂrgfuse COMPEeNS2

“tion for the effect of refusdl to dccept tredtment. They do so” |
ag;lgggga- by O ¥ B St S g
Our program attempts to recognize actual total disability
whenever we can. We cannot do this before the date of recelpt of
the evidence, Thus 1t happens that a veteran develops some severe

complication and 1s operated on and recelves more compensatlion
after the operation than he did before. We try to pay total dis-
abllity rates during hospltalizatlon for treatment of service con-
nected disability after 21 days, but we know from long experience
that hospitalization does not establish totality of disability,
and that treatment is often not solely for service connected disw
abllity. Ve provide some convalescent ratings for post-operatlive
and so-called cast cases, but these are necessarily on a somewhat
limited basls, é%%hﬂqﬂequuyage individualizatlon in severely
disabled oases, 6OT or 707 difabled, To ensure that BEEsoAi HEbus
jilly¢uﬁable‘ﬁB‘WBrK‘65TE”§érmgngp§”§§§is'?qggi@éf?%&al disability
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Our laws prohlibit compensatlon or pension benefits for dis-

.abllities rgsulting Lrom misconduck. However, syphilis is not a
migsconduct disabllity if the voteran reports promotly for treat-

ment and connl€YEs THE Gourse of Lredtment . In tH1s e3nkectisn

alcohollgm hes been Lhe subject of considérable recent interest in
3 psyohiagric aspects. Our standards on this are legal stand-

ards. Whether alcoholism 18 explainable by psychiatric concepts

“or not, or whether It ic a dIs€das€ or manifestation of disease or

not, tL is misconduct., [The drunken driver is pullty of a crime

and the habitual or deteriorated drunkard is pullty of hils own mig=
conduct.  Drinking by &8 insane person might be handled on & dife
Terént basis., He 1s not res oonoible for his acts,

I have tried to bring out, gentlemen, that our disabllity com-
pensation program is administered under laws nof remotel consishum /
ént with the most regent meateal” knowledge, and under a law regardw
Ing evasuation of ALEALLILLY WHidh 18 most aifficult to apply lit-
erally. I have uoried also to br:ag out that the medicel concepts
underlylng service. commectlon TOF the vetérans Qf ‘any war ave for

most_port reflective of the advancement ‘of ‘medical knowledge
some _years.before thal war. THAE Shaping Up of "the disability com-
pensation PTogram for the veterans of any war 1ls handlcapped by
unavallabllity of physiclans in numbers sufficlent to make com-
plete examinations and poor quality of examinations at enlistment,
and dlscharge, and by unavailabllity of tralned physlclans to make
proper examinatlions and asslgn proper ratings lmmedlately after
discharge., The lack of such examinations and any lncorrect rate.
ings can be to some extent corrected by reexaminatlons and evalue
atlons within 5 years alter inltial rating, but unless corrections
are accompllished within this period many questionable ratings will
continve indefinitely. MHost plamming to improve the program for
future wars and great mobllizablon has to be done well in advance
of the war or mobilization. In the past, neither the predecessor
organizations of the Department of Medicine and Surgery or those
preceding the Veterans Claims Service have had persomnel in ad.
vance of the need to make effective plans to this end,
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S UMMARY o R CASES EXAMINED AND QURSTIONED

Cases_questionod
Caacs Number of
requiring caned with
oorrection  procedurai
Cases examined Percent Per-" errors’ not
Number of Percent of cent of requiring
ocases at ‘ of casan cnaes adjustment
June 30, total exai - exam=- of ourrent

1952 Number cases Number ined Number ined payments

WASHINGTON REGIONAL OPRICE
World War 1;
. Compensation for servioce-

connected disabilitlos 3,459 240 6.9 20 8.3 3 1.3 17
Pennlon for non-service-
connected disabilities 2,645 154 5.8 28 18,2 7 .5 21

World War II:
Compensation f{or service-

connected disabilitien 20,315 1,055 5.2 195 18.5 21 2.0 V7h
Pennloan for non-service-
connected disabilities LTS} 88 20,0 15 17.0 3 3.4 12

Korean Conflict:
* Compensation for service-

connected disabilitioes 153 47 30.7 13 27.7 5 10,6 8
Pension for non-service- :
" connected disabilities 6 - ~ - - - - -

Peacetime Establishment:
Compensation for service-

connacted disabilities 1,17h 71 6.0 _8 11, 2 2.8 6
28,193 1,655 5.9 279 16,9 n 2.5 238
rmaramany (=3 B | === — [ ] A1 [ =] [t ]

CENTRAL CIPICE
World VWar T:
’ “Compennation for service-
connected disabllitiesn 4,610 268 5,8 by 1.5 4 1.5
Pension for non-service-
connected disabilition 3,169 123 3.9 8 6.5 - - 8
Compensation for scrvice~ i
connected death 4,028 178 b4 - - - - -
Pension for non-aurvice-
“connected death h,h30 269 6.1 11 [ - - 1
Warld war 114 )
Compendation for narvioce-
connacted disabilivios 20,304 005 4.8 140 .8 50 5,0 90
Penslon o non-nervioco-

connasted divabilities 19 19 100,0 4 21,1 h 21,1 -

compennatlion ffor gervice- )

connireted death 29, 0% 1,230 W 206 2h,0 291 23,6 5

Penaton tor non-service- .
gonnectad death Wy 32 6.8 - - - - -
Korecan Confllet;:
Compensution for szrvice-
connected disabilitien 79 26 32,9 - - - - -
Compensation for servico-
connected duath 1,582 97 6.1 - - - - -
Peacotlme Establishment: ‘
" Compensation for service-
connected disabilities 3,154 120 3.8 2 1.7 H 1,0 1
Compennation for service-

connceted death 2w 12w 50 2 1.6 _2 20
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AVeREDLIN O

VETERANS ADMINISTRATION
WASHINGTON 25, D. C.

o..'-'FICE oF January 17; 1956

THE ADMINISTRATOR OF
VETERANS AFFARS

Mr, Robert L. Long
Director of Audiis
General Accountlng 0ffice
Washington 25, D, C.

Dogar Mr. Long:

Further reference ls made to my letter of July 27, 1955,
relauive to your report on Review of Compensation and Pension Program,
Weshington Offices, Veterans Administration. The draft of -the report
i3 returned herewith, together with the following comments.,

Paragraph 1, page 1l of the report, indicates that the exemi-
nation revesled a need for adJustment of a large proportion of tho e
“static” cases, In en effort to reduce the velume of work end emphagize. . °

e ST

bettor gquality on the part of the limited porsomnel mrailab.l.e , the
Kminintration had followed s pollcy of Ceancoiing a8 many examinations
a8 pogsible, In retrospect, no othor course is believed to liave been
popsible; however, your repert has been convincing that this efTort had
gona too far., To correct this situatlon, as well as te ensurs thabt the
adjudication in each case 18 on a sound basis in every respect the
roview of casos was instituted. This review, originally conceived on

a smnoling basis, has been extended to include all cases of World War

IT and Regular Lstablishment velerans under 5% years old in receipt of
Borvice-comected compensation, and all cases of velerans undeor D5 yeearn
old in receipt of non-service-connected pension. Such a review, proporly
conducted, is a time consuming afTair, ond has made slow progress. Ita
campletion is anticipated in about three ysars time. .

Puragraph 2, page lh, refers to the VA Schedule for Rating
Disabilities. It is stated that 1t 1s not based on an actual detocini-
" nation of the effect of disahilities on the averoge carning cupaclty,
a8 required by statute. The statutory lansusge referred to has been
interproted as requiring (1) abandonnient 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
‘puccens  in overcoming the handicap of disability", (3) the conmideratlon
- only of those offects of disabllities which affect earning capacity,

111



APPENDIX C

Director of Audite

avoidinz rabtings based on sentimental conaideration, soclal lons,

etc, The amendatory Act of Decomber 24, 1919 (Public No. 104, 66th
Conmrens) also provided that "The Burean in adoptlng the schedule

of rublingo of reduction in earning capacity shall consider the Impaire
nont in ability to oecure employment which results from such injuries."
Since that date fmpalrmeut In ab’lity to sscure employment has heen
conaldored an iIntepcal part of fapalrment in sarning capacity.

The method of opora ion in preparing the reting schedule
and gubfegiont amondments, was to start from studies of informed
oplnion of loadingz modlcal speclalists in the various lines coordi-
nated with the raoting schedulos of France, Canada, Inglond and Belgium,
and the accumulated (Iindividnal case) experionce of the predocassor
organization of the Votorans Adminlstration, and to wmodify the schedule
from timeo to time as Indicated by studles related to Individual cases
roferred for veview as Involving inadequacy of the scheduls, advences
in examining teclinigue, medlcal concepls, atc, The schedule han been
onlmrged upon on varioug occasions by the Congress. The 1945 Schedule
for Dinabilily Ratings in parbicular was specifically approved by the
Congresa, af'ter copies were furnished the House World War Veterans
Committes, by establishing en effective date, and by directling that eall
emended ratings after 1ty effective date be undec ite terms, Subge-
guently the Conzreas prescribed 1t forv application in the dicability
rotirement of membora of tho uniformed services, Thoe Admlnilstration
is anxious at all times to keep 1ts rating schedule abreast of
changing medical concepts and to thin end hao appointed a comuitteo
which will thoroughly examine the basis of the Schedule.

Paragraph 3, page 15, emphaslzes that your review of cases
dlaclosed 1little evidence that conslderation 1ls given to prescribed
criteria for determining that a veteran's unomployability is duo to hlse
disability or that he 1o in fact unemployable. From the narrative on
pages 46 through 48, 1t 1o apparont thal this comwent is directod princi-
pally to the cases of veterans 65 years of age ov older. The results
of a speclal study of veterans between ages 65 to 69 made in 1954 in-
dicatos that detormination of unemployability in indlvidusl cases would
not Justify costs incident thereoto. Thin group of veterans, who had
been awarded pension benefits wnder Veterana Regulation l(ag, Part III,
showed that although tho mintmun requirement is only 10%, the average
percentnge of disabllity in this group wags 50%. In 86% of the canes
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there had been termination of employment as a result of dlsability. In
82% of the cases there was either a certain or a probable relationship
botween disabilities and continued unemployability. In less than 2%

of the cases had thers been attempt to return to substaniiaelly gainful
employment and barely 25% attempted to supplement their income by
marginal employment.

In paragroph 4, pege 15, the statement is made that the VA is
now considering the promisety of ite regulations which provide that in
determining the dependency of a parent cash recelpts of certain types
will be disregarded, The report expresses the belilef that parente should
be consldered as dependent only 1f they are unahle to provide for them-
golves snd that a determination of the parent's depondency requires
consideration of his entire "net worth" and of all of his income and
receipts, regardless of the gource. The report further states that,

“Wo believe that the law requires and that the regulations should pra=-
vide that the continued payment of an additional compensation allowence
to a veteran for a dependsnt parent be contingent on his contributing

to their support,” Dependency is not defined by statute. The definition,
therefore, Is a mabtor for the exercise of the discrestion vested In the
Adminigtrator of Veterans Affalrs., In the exercise of this discretion,
it 19 not required that the veteran has contributed to the support of
his parents as a condition procedent, nor is it thought the law intends
such a requirement. Rathor it is belleved the detormination turns upon
whether the parent 1is depondent, considering all of the elements of the
particular situatlion, that is, whether the pareont aciuelly receives or
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 part of the benefit which is payable to a veteran under Public

Law 877, 80th Congress, as emended by Section 4, Public Law 339, 8lst
Congress, by virtue of his having a dependsnt father or mother, or both,
wlll be apportioned end pald directly to the dependent when 1t acppears
that the clalmant has neglected or reofused to contribute to his, her,

or their support in substantlally the smount which he, she, or they woulu
receive if spportionment were mede: Provided, That no apportionment will
be made where the duly appointed guardien under orders of the court of
appointmenc makes or has mude like contributions for the support of the
parent or parents.” Provision is therefors made for the parents in thesse
¢iréumstances.

The conditions which deteymine dependency es prescribed in the
VA Regulations woere included in a study made by a committee appointed
in the VA to conslder the propriety of existing reguletions and legislation
under which multiple beneflt psyments msy be made to veterens and their
dependents. The Comnittese notod that it has been the policy for more
than 35 years to disregard CGovernment insurance payments in determininz
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dependency of parentes for coupensation purposes, In VA Regulation
1057(B){3), 1t is provided that payments of servicemens® indemnity, es
woll as Nabtionel Service Life Imsursnce be disregarded in determining
dependency. The Congress hes provided, in Section 11 of Public Lew ik,
78th Congress, that in determining annual inccine for pension purposes,
any payment made because of disebility or death under lsws sdministered
by the VA, shall not be considered. It would be contrary to the spirit
of this lew peorteining to the lesser benefit (pension) to recommend that
the Congress provide otherwise as to the grester benefit (compensation).
The Commlttee concluded, accordingly, that the pollcy thus esteblished
and meintained may not be changod by regulations and that there wes no
sound bagis for recommending changes to the Congress, The matter of
establishing dependency has been considered also by the Select Coumittee
on Survivor Benefits appointed pursuant to H. Res, 35, 84th Congress,
Section 205(g) of H, R. 7089, which was reported by the Conmittee end
hep pessed the House, provides that:

“(g)(1) In detormining income under this section, all payments
of any kind or from any source shall be included, excepte=-

{A) payments of the six months' death gratuity;

(B) donations from public or private relief or
welfare orgenizetlons;

(C) payments under this title; and

(D) paymonts of desth campensetion under eny other
law administered by the Veterans' Adminletration.

(2) The Administrator mey provide by reguletion for the
exclusion frow income under this sectlion of amounts paid by a
dependent parent for unusual medlcel expenses,”

It is not known, of course, what esction the Senate will teke on Section
205(g) or, for that matter, on H, R, 7089 in its entirety. Since, however,
the Congress 1s activaly coneldering the oconditlons under which dependency
should be determined, further attention to the matter on the part of the
Veterans Administration is not regerded as indicated at this time,

Paragraph 6, page 17, refers to the VA practice under VA
Regulation 1009(E) of reducing a running everd "effective as of the end
of the month in which a 60-day grace poriod following the date of the
avard action expires.” Camment is mede that there is no statutory besis
for such practice but that i1t is in conformity with that authorized by
a section of the World Wer Veterans Act, 1924, which section was repeeled
in 1933, The seciion of the World War Voterens Act referred to wes
section 205, which provided, in pertinent part, that "except in cases
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of freud participated in by the beneficiary, no reduction in compensaticn
shall be made retroactive, end no reduction or discontinuance of compen-
sation shall be effective until the first day of the third calendar mouth
next succeeding that in which such reduction or discontinuence is de-
tormined."” It ¢ true that Public No, 2, 734 Congrets, and mmendmenis
thereto, contain no similer provision., The provieion in VA regulations
wvas, therefore, based upon the former expressed legislative policy and.
grants the veloran a grace period within vhich to adjust his finances

or to submit evidence to show why the proposed reduction should not be
effoctuated. Although this regulsetion could be changed without legils-
lation, the Congress has long been aware of its offect and the VA would
hesitate to initlate an administrative change curteiling benefits with-
out Congressional. sentiment expressly included in a statute,

Parograph 7, page 17, refers to aid and attendence allow-
ance to veterans in state soldlers' hames and oxprosses the view that
thoe allowance should not be paid under the circumstances. It has boen
held that the alluwvence paid to a Stote under the Act of August 27, 1853,
as omonded, does not constitute maintenance of the veteran by tho VA,
Since the enactmont of Public Law 662, T9th Congress, both the roduction
of an awvard by the amount payable for aid end attendance and the hospltal
reduction provided by Section 1 of tho cilted law have been applicable
only to institutionalization at VA expense; thersfore, this recawsendation
would require leglslative ensctment.

It 1s reconmended in parsgraph 9, pase 18, that the Adminie-
tration give consideration to developing and adopting & single in-
ptructionul directive setting forth the policy for consideration of
orronoous payments, As you are sware, the policy of the VA with regari
to creating overpayments 1s set forth in Administretor‘’s Decision No, 54l
dated Novembor 2k, 1943, However, in view of your statement, page 76 of
the report, that "our exsmination indicated that sdjudication personnel
do not fully undorstend the policy regarding erronoous benefit payments",
considoration will be glven to the promulgation of a olarifying in-
struction.

It 18 also recommended that consideration be given to establish«
ing a reporting and review procedure so that manegomeont will be apprised
of all erroncous payments and can determine the propriety of the troat-
ment accorded thom and the need for measures to minimize erroneous poy-
ments. Procedurcs which afford menagement the necessary information to
melke regular and prompt enalyses of erroncous payments which are es-
tablished as overpayments have long been in existence, The letest in.
ptruction in this regard is Technical Bulletin VB-2, June 7, 1955, The
roport, however, appears to be directed to those erroneous payments which,
bacausse of the provisions of paregraph ITI, Peart I, Vetorans Regulation
No. 2(a), ap intorpreted by Administrator's Decision 544, are not es-
tablished as overpeyments. These are characterized by stop paymonts ox
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reductions made effective as of the date of last paymont, No effort has
beon mede in the past to distinguish these fron other dlscontinuances ox
roductions. However, study will be Wiade of the situation with a view to
determining the feaslbility of ldenblfying these cases, making them avail.
able for study of the counes of the erroneous payments and preventive
Measures .

As is pointed oun jn paregraph 10, page 19, the Veterans
Administration hen initiated review of cuanpensation end pension cemes
administered in the various offlices. While these reviews are being
nade by Adjudication personnel, the Internal Audit Service will evsiuate
the effectivenens of uwych revievs.

Fogs 41 contsins the following stotements: "In another Central.
Office cage s veteran was rated as totally disnbled on.the ground thet
he wes unemployeble, The case wag referred to the rating bosrd for
review becauae of the cancellallon of a scheduled physicel exemination
and of the fallwras of the procedures to provide for a follow-up to
determine whether his disability continued to cause him to be unemmloy -
able." Permenent procedure hao been adopted end ls contalned in para.
groph 193, VA Maruel MB-5, os revlsed November 28, 1955, to provide for
a periodic follow-up on the coses of service-connected velerans who have
beon granted extra-scheduler totel ratings upon the bagis of individusl
unenmployablility.

On page 57 the thought le expressed thal payments made to a
person who promptly notifies the VA when a change in his circumstsnces
indicates that his income will exceed the limitetlion should be itreated
ag overpeyments, subject to recovery. The ssme view is expressed, on
page 58, with respect to payments dimcontinued within a range from ona
to three months after the beginning of each yesr, because of the time
required to obtiein annual inccwme questlonnaires, to moke the necesseary
determinations, and to process the otop payment aotions, Adoption of
the first of these views would mean discontinuence of pension ag of the
first of the calendar year, wilth resultent overypayments in ell cases when
the veteren's incame for the calendar yeor exceeds the stetutory limitation,
Under VA Regulation 1228(A)(3), thie ectlon is limited to those cases
vherein the veteran falls to notify the VA promptly when his inceme beginsg
to inorease so that it will exceed the statutory limitetion. When he
gives prompt notice, his pension is discontinued as of the date of lest
payment., It 1s believed the present rule is far mors equitabla then the
proposel, The regulation constitutes a penalty es to thotte vetersns who
fall to fwurnish the necessary information promptly., It is not thought
those veterans who do comply end furnish prompt informaticr should he
penalized. Furthermore, adoption of the proposal would result in ad-
ditionel expense for the Adjudication Divisions, the Finance Divisions,
and both the Regional and Central Office Committee on Waivers, The

gsecond proposal le in the nature of the firpst and again it is not thought
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the vetoean voondd be pesotised wien dn o te s VA questionnndre he
furnishen iafosmntion within w vocconaile perioed which rosults in the
dtpcontinvnence of hils ponnion, Accordiezly, thism ononcy does nol sgree
with ettlier of theuse propcsitlions,

On poro 59 1t ia reccemended thot considoration be glven to
pdopting procociven providing that the wnmnl detormination of o pen-
pionor'n continuad onbitloment to pentien be beead, in eddition to the
information coutnined in the incowe grentilovzanlre, upon conciderction
of ol Infovnallorn contained In the eloina foldor relnting to sources
ond. omownt of Inccer ond Leeily stotva,  Under VA prectlce, in the absence
of suaplolovs cirvcumntones, ototowonts on the anounl Income quostion-
nalre are not quostionod, Developrat in vndortsicen only 1f thero ino
roason to bollove that the clohamnt may koo mado s inacourote report of
Incomo or anbtlelpated Ircomo, In the ovoluntlon of emwal Inccwo questions
nalres, whore the lrconn for the proceding yerr won In excoes of the
stotutory Mmltutlon, the C or JC foldor will be oblalned ond rovicrod,

T the cxpoctnd tneemo for the cvrront yonr i loca then tho statutory
Linitation ernd pencion 1o nobt discontivuod retroastively, the following
procedure 1s oboorved. I 1t ds debormdned by tbe oxamInztion of question-
natres submlttod 1n ovrlor yowrs that the puyee ropcrted, In one or more
of vuch questiomnalres, expected licowo e leds then the statutory 1limiw
tatlon vhen in fact the succocding questlonnclro shoved the actunl Incono
to hove beon In excoss of the strtubory limitation, paymonts will be dis-
conltinued, offoctlve dute of last poyuoent, AL tho ond of the celondar
yeor, the inceve in then dotoermined on a fectusl besis, VA expoclonco
throupghout the yeacve hes indicaled thot tho edwindstrotive exponse of
routinely checlddng all dnceme questlomnelreor woalngt the claims foldors
18 for greator theo eny spovings in dleobility ponsion fundo which may
result freom eunch revier., Tor exomplo, folleving who rovislon of VA Form
8-59 in Soptenber 1033, the veglonsl officos wvero requested to furnish
reports relalilve to tholr expoelonce with tho new foema on a 10% oonpling
banlo, Among othor ibuws they were reguestod to revort the vawious income
catopgories uged In ordec that thelr lmportance on the fowm might ba
ascortained. Of Wh,733 quoctionnulves reviewod, 18,434, or kl-plus per
cont, shoved that tho votorsn hod no incewms other theon hio dlenbility
pengion. It is theroforoe coneluded thobt wy celculatod xisk involyed in
the prosent procedura 1o vconcieicelly and sdminiclrobively sound. Where
inccme 1n & moterjol factor inm entitlemont to ponoion, the Internol Aundit
Sorvice will spot check a colectod numbor of inccre quectionnailroo with
the Burceun of Internsl Roverwe to dotoemine the adeoqincy of controlm,

On poge 63 the raport strosses tho decirability of establich-
ing the proctice of muking regular poriodic dgterminetions of the conw
tinued dependoncy ovtotun of parento of both docoessed end llving volorons,
On Auguot 1, 1955, tho VA bagon i progrm to rodetormine the depondcncy
status of parents of docownsed Worldd War IX vetornns in foroipn ceses wnd
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parents of dececsed Koresn Conflict and peacetime veterans, regardless
of the place of residence. Approximately 100,000 cages will be reviewed.
Thereeftor, 1t is proposed to establish. pericdic reviews, the extent

end timing of which will, ss to deeth claims, be affected considerably
by the provieslons of H, R. 7089, if enacted.

On page 6 the balief is expressed that sound end consistent
determinations of parents' dependency cemmot be attainsd in the sbsence
of sound criteria for considering "anet worth.” This relotes, prosumebly
to the provisions of VA Regulation 1057(B)(4).that, "in addition to
considering inccee of a father or mother; conslderation will be given
to the corpus of such claimant’s estate I under all of the clrcumstancoes
i1t 1s reasonoble that the ssme or scme part thereof be seld and the
proceeds consumed for the claliient's mairtenance,' Tt is true thut
the exteont of the conslderation io ba given to "not worth" is lef't ¢o
the Judgment of adjudication persoimel. in the applicetion of the regu-
Jetion. This wer intended, as 1t is not belleved that crlteria can be
gtated which would be controlling on this subject and at the ssme time
permit equitabls determinations to be made in all ceses effected,

The following excerpt is quoted from pege 65%

"The VA procedures do not require thot the individual cluimn
folders contain a record indicating the consideration given
by the adjudicators to income and not worth in meking eithor
initial determinations or redeterminations of the dependency
stotug of parents. We believe that 1t would bo desirable for
thy yrocedures to require that these determinatlons be rsduced
tc writing and retainsd in the claime foldere,"

In view of tho fact that the evidence in the file und tho
decinlon cf the adjudicator relative to the dependency of parents 1o re-
viewed by the suthorizotici: eifficer or attornwy rev.uwor, it 19 noc
belioved necesenry lor the zdjudicator to propare n .totement of the
evidence and his conclusic '« Tor the file,

On puge 65 thare spposrs thigs ntatoment: “tho VA Jiad indicated
that consideration is being given to meklng s swrvey et some future date
to ascortain the entire family status of vetorans," Forms.uand procedures
have been devised for chis purpose smd 1t 1s anticlpated that thils addi-
tionel check will bo mede at an sarly dsato,

The following statements ere quoted from the discuselon, on page
68, of' Philippine cases subject to adjustment under Public Law 419, 78th
Congrens:

"The VA Ingtructions provide that n 'dlory file! will be main-
tainod of ell ceses requlring adjudicatlon actlon under this
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lav. Howover, our exemination discloasca thot the dlary file

is inccmplete, end 1t appeors that the numbor of cases roquiring
adJustment will be detormined only by a roview of all Philippine
ceses,”

The subjJect of the commencing date of awards in Philippine coses involving
Public Law kl9, 78th Congross, ic under otudy. It is believed that the
question of & review of all cases would not be eppropriate for decilsion

at this time.

Refeorence 1s made on page 71 to total dissbility cempencstian
rotings mede wnder Extension 2-A, 1945 Rating Schedule, ez of the 224
dey of continuous hospitalizatlion in coses vhere the conditions procedent
aro met. In the rerort the following statemonts appoar: "Tho procedurss
provide that the Adjudlcation Division will authorize adjuscement in the
ccempensation paymant te tho veteran upon the receolpt of a notification
from the hospltel that he hos boen discharged. However, at the timo of
our reoviow, tho irocedure did not provide for the necesssry follow-up
to definltely ascertain that notificatlions were being promptly submittod
or even submitted by tho hospitols to tho Adjudication Divinion, mnd that
timely reductions Iin compensation paymente were being medo.'" The nocenoory
follow~up 18 now provided., Furthermore, changes to Lxtenslon 2-A, Adjudie
cation Procedures snd Hospltel Procedures which aro now in procaens of
coordination will provide for the reduction of the total rate "effective
the dey following hospital discharge or the dey following termination of
treatment for a sorvice-comnccted disability, whichever is earliev.” Tho
procedures are desligned to obviale oveorpaymsnts in tihe firat ingtance.
However, in any event tho actual termlination of the total rate will be
in accordence with the above quoted amendment to Ixtonsion 2-A, On
pages 72 snd 73, two canes gre described in which; becauso of breakdowns
in procedure, excesasive coampensation payments rogsulled, In this con-
nection it is dosired to state that under date of July 30, 1953, in-
structions wore isrued (4B 8-239) to review sll cases of World War IT and
Korean Conflict votersns in receipt of compensation at the 100% rate,
Consequently, any other cases of this charactor should have been detectad
and adjusted,

Reference 1s mede on page T4 to the fact that the fleld stations
were not receiving the paymont records in all ceses in which the related
claims folders were decentralized by the Veterans Benefits Office, Pro-
cedures have been established which require tho transfer of the approyrlate
payment records simwltanecusly wilth the decentralization of claims folders,

Tho subJect report contains, beginning with page 79, a chapter
on the topic of "Disbursing Benefit Peyments."' In this chapter it is

-gtated that " . o . . we beliove that assurence of the propriety of the

benefit peyments should be attained to a grester degree through accounting
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and prosedurzl control. Such control could bo readilly obtained under

a mechanlzed mothod of oporation, We also belleve that the adoption of
a fully mechunized gystem providing for a caplete integration of all
payment (accountirg), disbursing end relatod functions would recult in
a more efficiont snd econcaical operation.” The report further states
that ", + . » @ procodural oubline of a mechenized system had been
developed for inutallation on a test bagsis in the VA New York Roglenal
Office. This outlinec is belng oxanined by the VA at the suggestion of
tho Accounting Systems Division, General Accounting Oifice, to determine
vhether 1t 1s possible to provide for more complete inteogration of re«
lated functions,.”

Since the preperatlon of the report, roprescntatives of the
GAQ and the VA have evciuaboed possible methods to bo usod in mosdh
etficiontly integrating tho henefit accounting and disbursing in the VA
Now York Reglonel Office, simultsneously considoring other possible
arocs into which the integration should eoxtend, Such a systom hans heon
devioed, end prosent echodules call for inetullation of the syotem in
four phaosos, ouch one month aport, the first phace of which becuno
effective Sapltenmbor 1, 1955. After complote inutallation, 1t is anticl-
pated that two wonths will be required to smooth oub opersting practicos.
Tvalunation of tho system vlll be accomplished by comparing the cosbs in-
currod by the Treasury Department and the VA under existing disbuveing
practices with costs incwrred undsr tho fully integrabed mochanizad
ayston In tho VA, Coatn of tho sepurato systoms hove besn obtalnod,
while costs undee tho integrated oystem will bo obtulned over a threa-
month period,

The Trenguvy Dopartmsnt has agreed Lo a tenpovary dolegabtion
of disbursing nubhority for the pllot ingtallablon in the Nowr York
Regional Offico. Mowsvor, thoy havo withheld such nuthority on a moro
widonprend basls watll tha results > the New York opzrablon have beon
evoluatad. Thus, 1t appoaro that nuthority to owlond tho systom canmot
bo obtalnod untll obouh July 1, 1956, Howover, plans will be lald for
extendlag the systom dn the VA, baved on expocted reaults of she pllot
inntallation, This teatative schsdule for Ilnstallatlon and evaluabtion
can o surmarlzod ao follows:

Inatallatlon - four phesaos Septomber - Dogembor 1959
Tmprovaennat or vofinnaont poried  Jonunry - Fobreuary 1956
Cost ovaluablon Mareh « Moy 19496
Evalunbion of cost datn June 1956

I wish to thauk you for the thorough examinatlon wlhlch your
of'f'ice made of our cdjudicabling procadarea., Albhongh your examination
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divulged the necessity for certain adjustments, it is most gratifying

to know it did not disclomse any epecific pattern of wesknsess in adjudi.
catlon operations,

Si ééé;ly Yyours,

V. HIGLEY
Adminiﬂtrator

Encl.
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