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Prior to June 17, 1980, about 35,000 needy
veterans receiving Supplemental Security in-
come (SSI) benefits had to elect improved vet-
erans pension benefits which went into effect
January 1, 1979. In doing so, they could have
received less in combined benefits from other
programs for the needy, including Medicaid,
even though their VA benefits would have been
higher. As a result of legislation enacted on
June 17, 1980, some needy veterans have a
choice in this matter, but other veterans will
still have to make an election if higherimprov-
ed pension benefits will result.

“Some couples who receive SSI and VA pen-
sions receive more in benefits from these
two programs than do other couples with
similar or smaller incomes from other sources.

VA and the Social Security Administration
coordinate the delivery of VA pension, social
security, Federal Black Lung, and SS!I bene-
fits to needy veterans with non-service-con-
nected disabilities. Better coordination could
reduce inaccurate pension payments by about
$14.5 million.
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The Honorable Ray Roberts

Chairman, Committee on
Veterans' Affairs

House of Representatives

The Honorable Alan Cranston

Chairman, Committee on
Veterans' Affairs

United States Senate

Pursuant to your request of November 3, 1978, this
report describes undesirable features in the treatment of
needy persons receiving improved pension and Supplemental
Security Income (SSI) benefits. It also describes how the
Veterans Administration (VA) and Social Security Administra-
tion currently coordinate the delivery of veterans' pension
benefits, social security retirement and disability benefits,
and SSI benefits to elderly and disabled persons.

At your request, the report was prepared in consultation
with the Director of the Office of Management and Budget. The
material in the report was discussed with VA and Department
of Health and Human Services officials and their comments are
incorporated where appropriate. In addition, the report con=-
tains recommendations to the Secretary of Health and Human
Services and the Administrator of Veterans Affairs.

As arranged with your offices, we are sending copies of
this report to the Director, Office of Management and Budget;
the Secretary of Health and Human Services; and the Adminis-
trator of Veterans Affairs. Unless you publicly announce
its contents earlier, no further distribution of this report
will be made until 30 days from the date of the report.
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REPORT BY THE VA IMPROVED PENSION PROGRAM:
COMPTROLLER GENERAL SOME PERSONS GET MORE THAN
OF THE UNITED STATES THEY SHOULD AND OTHERS LESS

The Congress hoped that the law improving
pension benefits for needy veterans which
went into effect January 1, 1979, would
enable veterans and their survivors to re-
ceive benefits above the poverty level and
help them avoid turning to welfare, such

as the Supplemental Security Income program
provides.

However, veterans with more than two depend-
ents, and survivors and dependents receiving
VA improved benefits are not paid at a rate
above the poverty level. Also, about three
of every four persons receiving both SSI
benefits and a VA pension in December 1978
had not elected the new improved pension
program through October 1979. Of those who
had elected improved benefits, about one in
four were still being paid SSI, even though
they were receiving the higher benefits.
(see ch. 2.)

Couples receiving both a VA pension and SSI
benefits can sometimes receive greater SSI
benefits if only the veteran's spouse files
for SSI rather than if they file as a couple.
This seems inequitable--a veteran's spouse,
by filing as an individual, can enable a
couple to receive greater combined VA and SSI
benefits than can some other couples in which
both individuals are eligible who have a
similar or smaller total income from a source
other than a Federal needs-based program.

The following example shows how this is
possible.

Mr. and Mrs. X are married and have
no income except for his VA pension
and their SSI benefits received as a
couple. . Before electing improved pen-
sion benefits Mr. X received $212 a
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month from a VA pension program, and
they received from the SSI program a
monthly total of $100.30-~the total
couple benefit of $312.30-5212.

Mr. X opts for improved pension bene-
fits and starts receiving $426.00--
the payment rate for a veteran with
one dependent and no income. However,
this benefit amount would make them
ineligible for SSI as a couple, since
his income would exceed the SSI couple
benefits. They terminate their SSI
application as a couple, and Mrs. X
files as an individual. She is eli-
gible for the full SSI payment of
$208.20 a month as an individual.
Together they receive a total of
$634.20 a month.

Even without filing for improved
pension benefits, Mr. and Mrs. X
could increase their income if she
filed as an individual. He would
continue to receive $212 a month
from his pension and her individual
SSI benefit of $208.20 a month
would total $420.20 rather than the
$312.30 SSI couple's combined SSI
and VA benefits.

Normally, when an individual eligible for
SSI benefits resides with a spouse who is
not eligible, the income of the ineligible
spouse is included in determining the bene-
fits of the eligible spouse. However, when
determining the eligibility of a veteran's
spouse filing as an individual for SSI,
Social Security does not consider any por-
tion of the veteran's pension benefit, nor
does it consider any other income used in
computing the veteran's pension, even
though the veteran may have obtained a
higher VA benefit by claiming the spouse

as a dependent.

Since the Social Security Administration

includes the VA pension benefit when deter-
mining if couples are eligible for SSI,
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the only consistent way to treat the VA
pension benefit for all persons would be
to include the pension as income to the
veteran who is not eligible for SSI when
determining the spouse's individual eligi-
bility and then considering a portion of
the pension as income to the spouse. (See
pp. 14 to 19.)

The Social Security Act provides that upon
notice by the Secretary of Health and Human
Services, entitlement of veterans' pension’
benefits must be fully explored as an eligi=-
bility consideration for SSI benefits. Until
recently, SSI recipients had to elect im-
proved pension benefits if they were higher
than veterans' benefits being received. GAO
estimates that, before June 17, 1980, about
35,000 SST recipients would have been termi-
nated from SSI, if forced to elect improved
pension benefits. These individuals, if they
had elected higher VA benefits, could have
lost not only their SSI benefits, but also
their Medicaid benefits. The loss of both SSI
and Medicaid assistance could have meant fewer
benefits overall, despite higher improved pen-
sion benefits. (See pp. 19 and 20.)

The Social Security Administration has not
notified any SSI recipients that they must
file for improved pension benefits. It

has been moving cautiously pending the out-
come of legislation (enacted on June 17,
1980) which would give SSI recipients whose
Medicaid benefits are directly related to
their SSI eligibility, the option of not
electing improved pension benefits. Now
that such legislation has been enacted,
SSI-pensioners in those States and the Dis-
trict of Columbia where Medicaid eligibility
is not directly related to SSI eligibility
should be notified to file for improved pen-
sion benefits. (See p. 21.)

VA and the Social Security Administration
coordinate benefit information principally
through automated data exchanges to assist
each agency in determining individuals'
eligibility and the accuracy of their bene-
fits. The Social Security Administration

iii




furnishes social security benefit data
annually to VA, whereas VA furnishes benefit
information for the SSI program quarterly.

Some changes are needed in this coordination
to improve the accuracy of VA's benefit
payments and to eliminate the exchange of
unnecessary records. GAO estimates that
$14.5 million of inaccurate pension payments
were made, principally in 1978, to pensioners
incorrectly reporting benefits. They went
undetected because VA did not use available
data to verify benefit income reported.

VA provides the Social Security Administra-
tion about 5.1 million records not needed

for the SSI program and unnecessarily re-
quests social security benefit data for about
618,700 deceased veterans. (See ch. 4.)

RECOMMENDATIONS

The Secretary of Health and Human Services
should direct the Commissioner of Social
Security to immediately notify SSI-VA
recipients residing in those States and

the District of Columbia where Medicaid
eligibility is not directly related to SSI
eligibility that they must file for VA im-
proved pension benefits and elect such
benefits if they are higher than VA bene-
fits presently being received. The Secre-
tary should revise Health and Human Serv-
ices regulations for the SSI program so that
VA pension benefits received by a veteran
ineligible for SSI will be counted as income
to the veteran's spouse in determining the
spouse's eligibility, and be allocated and
treated in the same manner as other Federal
benefits not based on need.

The Administrator of Veterans Affairs should:

--Use the Social Security Administration's
annual data exchange information to

" identify and adjust pension payments to
pensioners who did not report their social
security benefits and have not yet been
detected.
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--Establish a data exchange to verify Federal
Black Lung benefits and review other Fed-
eral benefit programs to determine the need
for, and feasibility of, obtaining benefit
information from other agencies.

--Stop providing records during the annual
data exchange on veterans deceased more
than 1 year.

Furthermore, GAO recommends that the Adminis-
trator of Veterans Affairs stop providing
records during the quarterly exchange for
pensioners who are not SSI recipients. 1In
this regard, the Commissioner of Social
Security should first provide VA sufficient
information to identify those pensioners

who are SSI recipients. The Administrator

of Veterans Affairs and the Commissioner of
Social Security should also take the neces-
sary action to resolve identification problems
in the annual data exchange which prevent
benefit data on a large number of SSI-VA
recipients from being provided to VA for

use in verifying the accuracy of information
being provided by pensioners. VA should ask
the Social Security Administration to search
its records for surviving spouses by using,
when provided, a spouse's social security
number.

AGENCY COMMENTS

Health and Human Services representatives
generally agreed with the report's recom-
mendations, but disagreed that the Secretary
should revise Health and Human Services
regulations relating to the treatment and
allocation of VA pension benefits for a
veteran's spouse. They believe that chang-
ing the regulation as GAO suggests would
undercut other Federal programs based on
need. (See pp. 22 to 25.)

VA concurred with the recommendations to
establish a data exchange to verify Fed-
eral Black Lung and possibly other Federal
benefits and to take necessary action to
resolve identification problems in the




annual data exchange. VA did not concur in
the recommendation to stop providing records
during the annual data exchange on veterans
deceased more than 1 year, since VA believes
that disclosures help identify the correct
amount of VA benefits to be paid to surviving
spouses. VA also disagreed with the recom-
mendation to stop providing records during
the quarterly exchange for pensioners who
are not SSI recipients. Until a new inter-
change 1is implemented in early 1981, the
Social Security Administration, in VA's
opinion, could miss verifying benefits for
many SSI-VA recipients. Finally, VA, in
commenting upon the recommendation to use the
SSA annual data exchange of information to
adjust pension payments, cited several uses
it made of the exchange data, but did not
address the key point of whether it used the
Social Security Administration benefit data
to adjust its 1978 pension payments.

As a result of VA's disagreement, GAO examined
further the detailed composition of the
618,700 deceased veterans' records in ques-
tion. The examination showed that the
veterans' records d4id not help the Social
Security Administration locate the spouses'
records. Furthermore, VA asked for and
received deceased veterans' benefit amounts
irrelevant to the VA benefit determinations
in 1978 for the surviving spouses. (See
pp. 38 and 39.) The present VA position on
the VA-SSI quarterly interface seems to be
a reverse of VA's previous position on this
matter. If the Social Security Administra-
tion provides VA a current list of its SSI
recipients, VA can annotate its records and
limit the data it subsequently provides the
Social Security Administration. Social
Security can then accumulate the SSI rec-
ords after annotation for later VA verifi-
cation. (See pp. 39 and 41.)
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CHAPTER 1

INTRODUCTION

On November 3, 1978, the Chairmen of the House and
Senate Committees on Veterans' Affairs asked us to report,
in consultation with the Director of the Office of Management
and Budget (OMB), on various aspects of the veterans' im-
proved pension program and the social security retirement,
disability, and Supplemental Security Income (SSI) programs
for elderly and disabled persons. Specifically, the Chair-
men wanted:

(1) A description of how the Veterans Administration
(VA) and the Social Security Administration (SSA)
currently coordinate the delivery of veterans'
pension benefits, social security retirement and
disability benefits, and SSI benefits to elderly
and disabled persons.

(2) Recommendations for improving coordination among
the programs referred to in paragraph (1), includ-
ing legislation, if necessary, which would facili-
tate improved coordination.

(3) A description of inconsistencies, inequities, and/
or undesirable features, if any, in the treatment
of needy persons under the programs referred to
in paragraph (1).

(4) An assessment of the feasibility and desirability
of reconciling unjustifiable differences, if any,
among the programs referred to in paragraph (1) in
terms of such features as benefit structure, in-
come counted in determining eligibility and the
amount of benefits, limitations on assets, account-
ing period for determining eligibility, and other
program features.

This report compares the newest of the VA pension pro-
grams (hereinafter referred to as the improved pension pro-
gram) to the SSI program and sets forth the eligibility re-
quirements for social security, generally considered the
0ld-Age, Survivors, and Disability Insurance program. It
also describes how VA and SSA coordinate the delivery of VA
pension benefits, social security, Federal Black Lung, and
SSI benefits to needy veterans with non-service-connected
disabilities. :




Until the enactment of the Veterans' and Survivors' Pen-
sion Improvement Act of 1978, VA had two non-service-connected
pension benefit programs--one now known as '"section 306 pen-
sion" and the other referred to as "old-law pension." The
improved pension program, effective January 1, 1979, provided
restructured pension programs for needy wartime veterans who
are permanently and totally disabled from non-service-connected
causes or age 65 and older and needy survivors of wartime
veterans.

The statutory formulation of the improved pension program
was guided by certain VA recommendations made to eliminate
inconsistencies, anomalies, or inequities with VA's previous
non-service-connected disability pension programs. These
recommendations sought to treat people in similar circum-
stances equally, to apply the same eligibility requirements
to applicants, and to provide equal benefits to those bene-
ficiaries whose circumstances (income and assets) are the
same. Among the objectives the Congress hoped to achieve were
that veterans and their survivors would be above the poverty
level and they would not have to turn to welfare assistance,
such as S§SI.

Pension recipients are paid benefits from only one of
three veterans' programs. Those in receipt of pensions on
December 31, 1978, may continue to receive such pension as
long as continued eligibility is shown, or may elect to re-
ceive improved pension benefits. Persons first eligible for
pensions on or after January 1, 1979, may receive benefits
only under the improved pension program. Together, these
programs pay monthly benefits to about 1 million needy vet-
erans and to 1.3 million needy survivors. Pension payments
to these recipients (and for their dependents), which are
funded through general revenue appropriations, amounted to
about $3.6 billion in fiscal year 1979. Many of these re-
cipients also receive benefits from one or more of the SSA
programs.

SSA has three programs which pay monthly benefits to
veterans and others who are aged or disabled or to their
survivors and dependents. Monthly benefit payments are made
under the social security, SSI, and Federal Black Lung pro-
grams. Social security provides most of the Nation's workers
and their families with a basic level of income when workers
become disabled, retire, or die. Its coverage is comprehen-
sive, providing benefits to retired and disabled workers,
spouses and former spouses, dependent children, and survivors.




The SSI program provides assistance to the needy aged, blind,
and disabled. SSA's Federal Black Lung program provides
benefits for totally disabled coal miners and their families
Oor survivors. ‘

VA data used for setting 1979 pension payment rates for
those on the pension rolls as of December 31, 1978, show that
about 1.5 million veterans or survivors were also receiving
social security benefits and 112,000 were receiving SSI.
Neither VA nor SSA had data to indicate the number of veter-
ans or survivors also receiving SSA Federal Black Lung bene-
fits.

IMPROVED PENSION PROGRAM

The improved pension program is intended to provide in-
come assistance to needy, non-service-connected disabled,
and elderly wartime veterans and the needy survivors of war-
time veterans to afford them a reasonable measure of security
so they can live their lives in dignity. As expressed in
the Senate report on the program:

"Pension benefits are awarded, not because of the
needs arising directly from military service, but
because the Nation owes a special obligation to
those persons who took up arms in its defense
during time of war. Pensions have been granted
on the basis of some specified period of service
plus other gqualifications such as indigence,
inability to perform manual labor, disability

in some degree incurred after the termination

of the war, the attainment of a certain age,

or various combinations of those elements."”

Persons on the pension rolls on December 31, 1978, can
elect to receive improved pension benefits at any time or
continue receiving benefits under the older law. Once
an election is made, it becomes final after the first bene-
fit check is cashed. Any veteran or survivor who elected
to receive improved pension benefits before October 1, 1979,
was eligible to receive benefits retroactive to January 1,
1979.

At the end of fiscal year 1979, about 230,000 veterans
and their survivors were receiving improved pension benefits,
averaging about $282 a month. This includes both those who
have made the election as well as those who came on the rolls
starting January 1, 1979.




SSI PROGRAM

The SSI program was enacted as part of the Social Se-
curity Amendments of 1972 (42 U.S.C. 1381) as title XVI of
the Social Security Act and became effective January 1, 1974.
The SSI program provides a Federal floor of income to the
needy aged, blind, and disabled in the 50 States and the
District of Columbia. Nationally uniform payment standards,
eligibility requirements, and income and asset rules replaced
the former federally assisted, State-administered public
assistance programs for the aged, blind, and disabled.

Benefits are based on fixed rates established by law
and are reduced by a recipient's wages and other countable
income after disregarding certain specified amounts for
earnings, as well as certain income from unearned sources.
SSI benefits are funded through general revenue appropri-
ations. In addition, States supplement Federal payments
through State supplementation programs. States may choose
to have SSA administer these supplementation programs. As
of September 1979, there were about 1.9 million aged and
2.3 million blind and disabled individuals receiving bene-
fits.

SOCIAL SECURITY PROGRAM

The 0ld-Age, Survivors, and Disability Insurance pro-
gram is intended to assure that a basic level of family in-
come will continue when workers encounter disability, old
age, or death. Social security is one of the world's largest
insurance programs. Nine out of 10 American workers--over
110 million people--pay social security taxes. These taxes
go into trust funds and are used to finance benefits. Em-
ployees in covered employment are required to pay at the
same rate.(in 1979, 6.13 percent) up to the set maximum of
wages earned (in 1979, $22,900). Employers must match the
employee payments. The self-employed pay a higher rate.

As of September 1979, about 30.1 million retired workers
and their dependents and survivors were receiving benefits.
Also, at this time, there were about 4.8 million disabled
workers and their dependents receiving benefits. Together,
these benefits total about $9 billion monthly.

FEDERAL BLACK LUNG PROGRAM

Black lung claims are covered under title IV of the
Federal Coal Mine Health and Safety Act of 1969 (30 U.Ss.C.




801), as amended. Part B of the act is administered by SSA,
a component of the Department of Health and Human Services
(HHS), formerly the Department of Health, Education, and
Welfare 1/. Part B requires the Secretary of HHS to provide
Federal Black Lung benefits to miners who are totally dis-~
abled due to pneumoconiosis and to eligible survivors of
miners whose death was caused by pneumoconiosis. Pneumo-
coniosis refers to a class of diseases caused by inhaling
such substances as coal dust, quarry dust, or textile fiber.
As of September 1979, about 424,000 miners, widows, and their
dependents were receiving benefits totaling $79.7 million
monthly.

SCOPE OF REVIEW

We compared the improved pension program's eligibility
requirements, benefits and their determinations, and other
program features with the SSI program. These are discussed
in chapter 2 and appendixes I and II. The social security
and Federal Black Lung programs were not compared to the
improved pension program since pension benefits do not af-
fect the entitlement to these two programs. In addition,
financial need is not a consideration for receiving bene-
fits from these two programs. However, the eligibility re-
quirements and program features for social security are shown
separately in appendixes III and IV since many veterans also
receive this benefit. We also examined the coordination
between VA and SSA in their delivery of benefits. Our work
was performed mainly at VA headquarters in Washington, D.C.,
and SSA headquarters in Baltimore, Maryland.

We obtained information from:
-~A random sample g/ of May 1979 records of SSI-VA pension

recipients (both for those individuals who have elected
improved pension benefits and those who did not).

1/0n May 4, 1980, a separate Department of Education was
created. The part of the Department of Health, Education,
and Welfare responsible for activities discussed in this
report became the Department of Health and Human Services.

2/See appendix XIV for estimation methodology.




--A random sample i/ of December 1978 VA pension records
that VA provided SSA for annotation-of social security
benefit amounts and indication of Federal Black Lung
benefits.

--The United States Code.

--The Code of Federal Regulations.

--Program legislation.

--Congressicnal reports.

-=-SSA's Office of Research and Statistics and VA's Reports
and Statistics Service.

-=-GAO reports.
--Reports and documents by the administering agencies.
~-Discussions with the administering agency personnel.

In April 1979 we requested comments from six veterans'
organizations on any improved pension program features which
they believe may be inconsistent, inequitable, or undesirable,
especially regarding social security and SSI programs. Our
letter and the replies received are included in appendixes
X to XIII.

1/See appendix XIV for estimation methodology.




CHAPTER 2

VETERANS AND THEIR SURVIVORS ARE RECEIVING SSI

AND IMPROVED VA PENSION BENEFITS

VA pension benefits were increased through the improved
pension program so that veterans and their survivors would
receive benefits above the poverty level and they would not
have to turn to welfare. Through October 1979, for those
SSI recipients who elected improved pension benefits, about
one in four recipients were still being paid SSI.

Based on SSI program data through October 1979, we esti-
mate that three out of four SSI recipients who were receiving
a VA pension benefit in December 1978 did not elect improved
pension benefits. One reason for the low volume of individ-
uals electing improved pension benefits is the fact that
election frequently does not result in higher VA benefits.
Another possible reason is the loss of other benefits from
programs related to SSI, such as Medicaid and food stamps. l/

MOST VETERANS AND SURVIVORS RECEIVING SSI
HAVE NOT ELECTED IMPROVED PENSION BENEFITS

Through October 1979, SSA estimated that 26,900 {(about
24.5 percent) of the 109,600 SSI recipients who were also
VA pensioners had opted for improved pension benefits--19¢,200
were terminated from SSI payment status, while 7,700 remained
on the rolls. The other 82,700 SSI recipients receiving VA
pension benefits had not elected improved pension benefits.
Many of these individuals may be worse off financially if
they elected improved pension benefits.

To determine whether those SSI recipients who did not
elect improved pension benefits could receive a higher VA
benefit under the improved pension program, we made an in-
come analysis of a random sample of May 1979 SSI and VA

1/In three States (Massachusetts, Wisconsin, and California),
SSI recipients receive an additional amount in their SSI
check in lieu of food stamps. The State supplements the
SSI payment specifically to add the cash value of the food
stamps for which they were eligible. In these three States,
SSI recipients receive the food stamp bonus value without
being required to apply to another agency for a separate
benefit.




pension records 1/. This analysis showed that 48,900 of
82,700 (59 percent) recipients who did not elect improved
pension benefits, would have received higher VA pension
benefits if they elected the improved pension benefits.
These recipients may not be better off financially, however,
when considering associated Medicaid benefits that may be
lost if SSI eligibility ceases. The other 41 percent would
not receive higher VA benefits because proportionately more
of their income would be used to reduce the pension benefit
under the higher improved pension program than under the
prior law VA pension programs. 2/

Certain SSI recipients must file for
improved pension benefits

The SSI program is distinct because it requires appli-
cants and recipients, after notification, to file for any
other benefits for which they may be eligible. Section
1611(e){(2) of the Social Security Act provides:

“No person shall be an eligible individual

or eligible spouse for purposes of this

title if, after notice to such person by

the Secretary [HHS] that it is likely that
such person is eligible for any payments of
the type enumerated in section 1612(a)(2)(B),
such person fails within 30 days to take all
appropriate steps to apply for and (if eligi-
ble) obtain any such payments."

Section 1612(a)(2)(B) defines unearned income which
includes "any payments" received as

"an annuity, pension, retirement, or disablity
benefit, including veterans' compensation and
pensions, workmen's compensation payments,

old age, survivors, and disability insurance
benefits, railroad retirement annuities and
pensions, and unemployment insurance bene-
fits."

1/See appendix XIV for estimation methodology.

2/Like the prior law programs, the improved pension program
is based upon financial need, although the new program
permits fewer exclusions in determining countable income.
(See app. I for a detailed explanation.)




On June 17, 1980, Public Law 96-272 was enacted giving
SSI recipients in States where Medicaid benefits are automa-
tically provided based on SSI eligibility, an option to
continue under the older VA pension program and remain
eligible for SSI and Medicaid benefits. Recipients in these
States who have already elected new pension benefits can
now, after being notified, choose to disaffirm or reaffirm
their earlier elections.

The SSI program provides benefits to supplement other
income. Any other income sources available to an individual
should be pursued so that SSI benefits are used only to
close the gap between other income and the SSI guaranteed
income level. Section 1611(e)(2) requires that other sources
of income be tapped before using SSI benefits.

Thus, if an individual is eligible for higher benefits,
such as under the .improved pension program (except as pro-
vided under Public Law 96-272), these benefits must be ob-
tained and counted as unearned income for SSI purposes. Also,
the language of section 1611(e)(2) indicates that individuals
who receive notice from the Secretary of HHS about potential
eligibility must pursue a claim for the benefits as a condi-
tion of eligibility or continuing eligibility for SSI benefits.

SOME BENEFITS ARE BELOW THE POVERTY LEVEL

The VA improved pension benefits are higher than SSI
Federal benefits since amounts paid to pensioners are designed
to raise the income of veterans and their survivors above the
poverty level and to prevent them from having to turn tc wel-
fare. This contrasts with SSI, which is a welfare cash assist-
ance program that generally supplements other income.

A general comparison of veterans or survivors and their
dependents improved pension benefits with the 1979 poverty
level l/ shows that veterans with more than two dependents
and survivors and their dependents are paid at a rate less
than the poverty level. Maximum veterans and survivors' bene-
fits are higher than benefits provided SSI recipients when

l/The Comprehensive Employment and Training Act of 1973,
as amended, which is admlnlstered by the Department of
Labor, specifies the use of a "poverty level determined in
accordance with criteria as established by the Director of
the Office of Management and Budget." The guidelines are
made available to Federal agencies for use in selected
programs.




considering just the basic maximum Federal SSI benefit. How-
ever, the pension benefits could be lower for individuals
in States that have high SSI supplementation levels.

Benefit rates

A fundamental comparison of the monthly maximum benefits
paid under the VA improved pension and SSI programs is shown
in the following table. (For a more complete list of VA and
SSI rates see apps. V and VI.) Benefits under both programs
are automatically increased simultaneously and by the same
percentage as the social security cost-of-living increases.

The States and the District of Columbia must supplement
some and can supplement the basic Federal SSI rate and can
either have SSA administer the supplementation payments or
can administer the payments themselves. The supplementation
payments vary significantly among the States. (See apps. VII
and VIII.)

Maximum monthly
Federal benefit

Improved

pension SSI
Individual veteran $325.17 $208.20
Individual widow(er) 217.92 208.20
Individual and eligible spouse 426.00 312.30

Some of the benefit rate differences noted during our
review were:

--An individual veteran's rate is increased by 31
percent (from $325.17 to $426.00) for the first
dependent, including spouse. The SSI individual's
rate is increased by 50 percent (from $208.20 to
$312.30) for a spouse, but only if the spouse is
also eligible.

--The improved pension program provides additional.
benefits for each dependent after the first.
(A dependent can be a veteran's spouse or
child.) The SSI program does not pay benefits
for children unless they are themselves eligible.

--The improved pension program provides that the
veteran or surviving spouse who is permanently
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housebound by reason of disability l/ or in need
of regular aid and attendance 2/ recelive a nlgher
monthly benefit amount than a veteran or surviving
spouse not so afflicted. The SSI program does not
have any such provisions unless an essential person
is involved. (See app. VI.)

Some improved pension rates
are below the poverty level

One purpose for enacting the new improved pension pro-
gram, as expressed in both the House and Senate Veterans'
Affairs Committee reports, is to assure that veterans and
their survivors will have an income level above the minimum
subsistence level. The Senate report further specified that

"k * * a5 a guide to determining the basic
maximum annual pension rates ('income stand-
ards') - those applicable to a veteran who
has no dependent family members and a veter-
an with one dependent family member - the
Committee has adopted the poverty level
guidelines published annually (in April) by
the Department of Labor in the form of levels
of income related to family size. These
levels of income are used to establish basic
eligibility for certain programs for econom-
ically disadvantaged persons, such as employ-
ment and training under the Comprehensive
Employment Training Act (CETA). * * *¥

* % * * *

"Those guidelines are based on the basic
definition of poverty underlying the census

l/ThlS requlrement is met when the veteran or surviving
spouse is substantlally confined to his or her dwelling
and the immediate premises or, if institutionalized, to
the ward or clinical area, and it is reasonably certain
that the disability and confinement will continue through-
out life.

2/Need for aid and attendance means helplessness or being soO

nearly helpless to require the regular aid and attendance
of another person. It includes patients in nursing homes.
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data and are similarly adjusted annually by
the increase in the Consumer Price Index.
Prepared by and transmitted to the Department
of Labor by the Department of Commerce, they
are designed to guide Federal agencies in
determining eligibility for particular pro-
grams and thus provide an appropriate measure
of determining whether a pensioner is econom-
ically disadvantaged."

Neither report discussed a guideline for veterans with
two or more dependents and survivors.

The following table shows a general comparison of current
pension rates for veterans, their dependents, and survivors
with the 1979 poverty level.

Family size

1 2 3 4 E) e
Poverty guide
for:
Farm
family $2,910 $3,840 $4,770 §$5,700 $6,630 $7,560
Nonfarm

family 3,400 4,500 5,600 6,700 7,800 8,900

Pension bene-
fits for:
Veteran and
depend-
ents 3,902 5,112 5,772 6,432 7,092 7,752
survivor
and de-
pendents 2,615 3,425 4,085 4,745 5,405 6,065

The VA amount for each dependent beyond the first in-
creases at an annual rate of $§660. The poverty level, how-
ever, increases at a greater rate for each additional
dependent--$1,100 for a nonfarm family and $230 for a farm
family.

Available VA data as of September 1979 show that the
number of veterans with dependents, receiving improved pen-
sion benefits, totaled 48,398. A further breakdown was not
available to show specifically how many veterans had more
than two dependents. Earlier program data for the first
27,700 veterans receiving improved pension benefits showed
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that 2.8 percent of the veterans had more than two depend-
ents. As of September 30, 1979, there were 83,408 survivors
and survivors with dependents.

The Congress established the payment rates, as well as
the methodology for revising the rates for cost-of-living
increases. The rates shown for veterans and surviving
spouses are increased for certain conditions, such as being
housebound and needing regular aid and attendance. To the
extent veterans with more than two dependents, or surviving
spouses have those additional circumstances, they have a
greater chance of receiving benefits exceeding the poverty
level.

VA officials pointed out that in the VA proposal for
pension reform of the non-service-connected programs, VA
recommended that the pension rates be restructured to assure
all veteran and surviving spouse pensioners incomes at the
level of the national minimum standard of need. While VA's
and other early versions of the reform proposals included
rates for surviving spouses at or above the minimum standard,
the House and Senate conferees who worked out the final ver-
sion of the bill leading to the improved pension law, were
aware that by limiting maximum rates for surviving spouses
to only two-thirds of the rates for veteran pensioners, the
surviving spouses would not be assured incomes at the mini=-
mum need standard.
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CHAPTER 3

PROBLEMS RELATED TO THE SSI AND

IMPROVED PENSION PROGRAMS

Veterans receiving improved pension benefits with a
spouse receiving SSI benefits as an individual can receive
more combined benefits from these two programs than other
couples with similar or smaller total income but from sources
other than a Federal program based on need. The higher bene-
fits under the improved pension program bring renewed em-
phasis to what is essentially an SSI program problem for
treating couples as individuals for purposes of SSI eligi-
bility when one spouse is receiving Federal cash assistance
based on need. The problem is still relatively small, but
we believe it is likely to increase for veterans receiving
improved pension benefits.

Another problem until the enactment of Public Law 96-272
on June 17, 1980, involved SSI recipients who were VA pension-
ers at the end of December 1978. Before enactment of that
law, all SSI recipients, as a condition of eligibility, upon
notice by the Secretary of HHS, had to apply for and, if eligi-
ble, receive whatever Federal or other benefits to which they
were entitled. Thus, SSI recipients who were VA pensioners
had to elect improved pension benefits if they wished to re-
ceive higher VA pension benefits. While this choice meant
that many SSI recipients would receive higher VA benefits,
it could also have meant the loss of SSI benefits as well as
Medicaid benefits. The higher VA benefits may not have off-
set the lost SSI and Medicaid benefits. This would have made
it undesirable for these recipients to elect improved pension
benefits because they would have received less overall bene-
fits than before. With the recent change in law notices will
now have to be sent to advise SSI-VA recipients of the pro-
per filing requirements.

SOME COUPLES ARE TREATED
INCONSISTENTLY AND INEQUITABLY

Couples receiving both VA pension and SSI benefits can
sometimes receive greater SSI benefits, if only the veteran's
spouse files for SSI rather than if they both file. As a
result, couples having one spouse file as an individual can
receive greater SSI benefits than other couples (with both
spouses being eligible) with similar or smaller income from
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a source other than a Federal program based on need, such

as VA's pension program. SSA does not consider any portion
of a veteran's pension benefit provided the veteran is in-
eligible for SSI, or any income used in computing the pension
amount, to be counted as income to the veteran's spouse for
SSI purposes, even though the veteran frequently receives an
incrementally higher VA benefit because the veteran has a
dependent spouse. Yet, SSI recipients with a spouse who is
not eligible for SSI benefits, but who has income from an
unearned source other than from need-based Federal assist-
ance, generally will be assessed a portion of the ineligible
spouse's income, as if they filed as a couple. l/

Married SSI recipients who are also receiving VA pen-
sion benefits, or receiving other program assistance based
on need, can apply for SSI as a couple or one spouse can
file as an individual. However, when both spouses are eli-
gible for SSI, they cannot both file as individuals.
(Married individuals receiving SSI benefits as an eligible
couple, can terminate their benefits as a couple and one
spouse can refile as an individual.) Normally, filing as
a couple would be more beneficial since couples are paid
at a rate 1-1/2 times the individual rate and, therefore,
have a higher base against which countable income is ap-
plied. Other considerations for the couple in choosing if

l/In computing SSI benefits for couples, income to be allo-
cated to the SSI eligible individual from an ineligible
spouse is first reduced by an allocation for each child
(under 21 and neither blind nor disabled) in the house-
hold. If the remaining quarterly income of the ineligi-
ble spouse does not exceed one-half the gquarterly benefit
rate for an eligible individual, there is no income allo-
cated. Where the remaining income of the ineligible
spouse exceeds one-half the quarterly benefit rate for
an eligible individual, all of the remaining income will
be allocated to the eligible individual. The allocated
income will be combined by income type (see app. I) with
the eligible individual's types of income, and exclusions
will be applied. Then, the quarterly countable income
will be subtracted from the quarterly payment amount for
an eligible couple and the remainder is the eligible in-
dividual's quarterly -benefit rate. In no case will a
payment to an eligible individual exceed the amount that
he or she would have received if he or she was not sub-
ject to the allocating procedure.
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both spouses should file include lost Medicaid eligibility
and lost SSI State supplementation payments for the spouse
not filing. However, it can be beneficial to have one
spouse file for SSI benefits when the other spocuse has a

VA pension benefit or other Federal program assistance baged
on need.

The Social Security Act specifically states that veter-
ans' pension benefits are includable as income for individ-
uals and couples eligible for SSI benefits. However, for
couples with one spouse not eligible for SSI benefits, sec-
tion 1614(f) (1) of the act states:

"For purposes of determining eligibility for
and the amount of benefits for any individual
who is married and whose spouse is living
with him in the same household but is not

an eligible spouse, such individual's in-
come and resources shall be deemed to include
any income and resources of such spouse,
whether or not available to such individual,
except to the extent determined by the Secre-
tary to be inegquitable under the circum-
stances."

In computing benefits for the eligible spouse, SSA de-
cided not to count any portion of need-based Federal assist-
ance, such as VA pension benefits being received by the
spouse not eligible for SSI. 1Its reason for this treatment
is expressed in the January 18, 1977, Federal Register:

“The regulations (§416.1185(d)) provide that
certain items of income will not be included
in the deeming process. Several of these
items are statutory exclusions adopted from
title XVI or other statutes (e.g., Food Stamp
Act of 1965). Assistance based on need and
income based on need will not be included

as income to be deemed nor will the income
used to determine the eligibility and

amount of the need-based payments be in-
cluded because to do so would be indirectly
requiring the other assistance program to
support an SSI recipient. Any in-kind sup-
port and maintenance (food, clothing, and
shelter) furnished to the ineligible spouse,
parent or spouse of a parent, if any, and

16




any ineligible children in the household
will not be considered as deemable income
under this section." (Underscoring supplied.)

The following example illustrates how a couple can take
advantage of improved pension and SSI benefits:

Mr. and Mrs. X are married and have no
income except for his VA pension benefit
and their SSI benefits received as a couple.
Before electing improved pension benefits,
Mr. X received $212 a month from a VA pen-
sion program, and they received from the
SSI program a monthly total of $100.30
($312.30-5212.00).

Mr. X opts for improved pension benefits
and starts receiving $426.00--the payment
rate for a veteran with one dependent and
no income. However, this benefit amount
would make them ineligible for SSI as a
couple, since his income would exceed the
SSI couple benefits. They terminate their
SSI application as a couple, and Mrs. X
files as an individual. She is eligible
for the full SSI payment of $208.20 a
month as an individual. Together they
receive a total of $634.20 a month or
about $7,600 annually.

Even before electing improved pension benefits, the
couple could increase their benefits from the two programs
by having the spouse without the VA pension benefit file for
SS8I as an individual. Under this method, the couple could
receive from their VA and SSI benefits $420.20 a month
($212.00 VA pension and $208.20 SSI individual benefits)
rather than $312.30 a month.

This example could be more complex if the couple resided
in a State which based Medicaid on SSI eligibility. Further-
more, an eligible SSI individual could receive additional
State supplementation payments, bringing total annual benefits
to over $7,600. Veterans no longer receiving SSI benefits
can lose eligibility for Medicaid. The resulting loss of
Medicaid benefits for the veteran may outweigh the increased
pension benefits.

We believe the current treatment of veterans' pension
benefits for an ineligible spouse is inequitable for several
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reasons. Married veterans receiving improved pension bene-
fits receive an incremental portion of their benefits because
they have a dependent spouse. Yet, SSA does not consider any
portion of an ineligible veteran's pension benefit to be
counted as SSI income to the veteran's spouse. For example,
the maximum improved pension benefit payable monthly for a
veteran without a dependent is $325.17; however, for a vet-
eran with a dependent spouse it is $426.00. In both in-
stances, SSA considers the total amount to be the veteran's.
Thus, the veteran's spouse, if eligible for SSI with no
income, would receive the full individual SSI monthly pay-
ment of $208.20.

This greatly differs with married veterans who apply
for SSI as a couple. Because the Social Security Act spe-
cifically provides that veterans' pension benefits be in-
cludable as unearned income for eligible individuals and
couples, the monthly VA pension payment ($426.00 for a vet-
eran with a dependent spouse) is considered in its entirety
in computing SSI benefits for the couple. Since the $426.00
exceeds the maximum SSI payment for a couple, unless State
benefits supplemented the $312.30 SSI couple rate, they
would not receive SSI benefits.

Normally, when an individual eligible for SSI benefits
resides with a spouse who is not eligible, the income of the
ineligible spouse is included in determining the benefits
of the eligible spouse. The basis for the SSI statutory pro-
vision for allocating income from the ineligible spouse to
the eligible individual lies in the concept that husband and
wife living together generally have a responsibility for each
other and share income. Thus, some portion of a Federal
benefit not based on need, such as social security, is allo-
cated from the ineligible spouse to the eligible individual.

SSA program data show that 26,900 SSI recipients had
elected VA improved pension benefits through October 1979.
We analyzed a sample 1/ of May 1979 records of SSI recipients
who had elected improved pension benefits to determine the
SSI filing status for veterans with spouses. Based on this
analysis, we estimate that, of the 26,900 veterans who
elected improved pension benefits:

--250 had a spouse receiving SSI as an individual.

1/See appendix XIV for estimation methodology.
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--300 became ineligible for SSI as a couple. (The
veteran's spouse's record indicates little or
no income. If the spouse filed for SSI as an
individual, the spouse would be eligible.)

--600 were receiving SSI as a couple.

These numbers are small, but are likely to increase in
the future. We estimate as many as 34,900 SSI recipients
may shortly have to elect improved pension or become ineligi-
ble for SSI. Other veterans with spouses, who started to re-
ceive improved pension benefits from January 1, 1979, may not
realize that their spouse can file for SSI as an individual.

We analyzed a sample 1/ of May 1979 SSI recipients who
were also receiving VA pension benefits, but did not elect
the improved pension program. Based on this analysis, we
estimate that in a benefit month after the sample month,
6,800 veterans were receiving SSI as a couple, and 200 vet-
erans had a spouse receiving SSI as an individual. We did
not determine how many veterans and their spouses were in-
eligible for SSI as a couple, but the spouse may be eligible
as an individual.

SSI MUST NOTIFY SSI-VA RECIPIENTS
OF FILING REQUIRMENTS FOR
IMPROVED PENSION BENEFITS

The Veterans' and Survivors' Pension Improvement Act of
1978 gave persons who were receiving pension benefits as of
December 31, 1978, the choice of continuing to receive pen-
sion benefits under the older pension programs or switching
to the improved pension program. The improved pension pro-
gram provides higher maximum benefits but allows fewer ex-
clusions from income. However, some VA pensioners who are
also SSI recipients do not really have a choice.

Before enactment of Public Law 96-272, the Social Security
Act provided that entitlement to veterans' pension had to be
fully explored as an eligibility requirement for SSI benefits,
which meant SSI recipients had to elect improved pension benefits
if higher than VA benefits being received. The problem for these
recipients was that, once they elected higher VA benefits, they
could lose not only their - SSI benefits, but also their Medicaid
benefits. Eligibility for Medicaid is directly related to SSI

1l/See appendix XIV for estimation methodology.
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eligibility in some States. The undesirable aspect of requir-
ing SSI recipients to elect higher VA benefits was that the
higher benefits might not offset lost SSI and Medicaid bene-
fits.

For example, an SSI recipient who is also a veteran's
widow could be receiving $208.20 per month in SSI and vet-
eran's pension payments. If her monthly medical bills are
$30 and she lives in a State which provided Medicaid coverage
based on SSI eligibility, her monthly medical bills would
be paid. However, if she had elected new VA improved pension
benefits, she would have received only a $217.92 VA pension
and would have been ineligible for SSI and Medicaid. Con-
sequently, she would have been financially worse off because
she would be receiving only the $217.92 instead of $238.20
($208.20 and $30.00). However, with the enactment of the
new law, she can now disaffirm her earlier election.

Through October 1979, 82,700 SSI recipients had not
elected improved pension benefits. Based on a sample 1/ of
records of SSI recipients in May 1979, we estimate that
48,900 or 59 percent of the 82,700 recipients would have re-
ceived a higher VA pension if they had elected improved
pension benefits. Furthermore, based on SSI experience with
those pensioners who have already elected improved pension
benefits, we estimate that about 14,000 of the 48,900 SSI
recipients who would have received a higher VA benefit under
improved pension would have continued to receive SSI benefits.
The other 34,900 SSI recipients, if forced to accept improved
pension benefits, would have been terminated from SSI. How-
ever, not all of these recipients would have lost Medicaid
benefits.

In 16 States, known as "categorically eligible" States,
Medicaid eligibility is directly related to SSI eligibility.
Thus, when SSI eligibility ceases, Medicaid eligibility also
ceases. In the other States, Medicaid eligibility is not
directly related to SSI eligibility and, therefore, being
ineligible for SSI does not necessarily mean being ineligi-
ble for Medicaid. Furthermore, with the enactment of Public
Law 96-272 on June 17, 1980, SSI recipients in the categor-
ically eligible States now have the choice of continuing
under the older VA pension program, and therefore, remaining
eligible for SSI and-Medicaid benefits. (App. IX lists the
States and their relationships between SSI and Medicaid.)

l/see appendix XIV for estimation methodology.
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SSA has been moving cautiously in notifying SSI recip-
ients who are receiving veterans' pension benefits of the
SSI regquirements about filing for the improved pension bene-
fits. Initially, its reluctance stemmed from a question as
to the legality of requiring an individual to file for bene-
fits if the individual would be worse off financially. How-
ever, HHS' Office of General Counsel on November 1, 1979,
gave its opinion that notice must be given to these recipients
of the filing requirements and upon receipt of the notice, SSI
recipients must take all steps necessary to comply with them.
SSA has postponed notifying any recipients that they must file
for improved pension benefits, pending congressional action
on legislation recently enacted as Public Law 96-272.

One adverse consequence of not having notified any of
the SSI-VA recipients that they must file for improved pen-
sion benefits is that any recipient who must now elect will
have lost retroactive (to January 1, 1979) improved pension
benefits. Retroactive benefits were possible for those pen-
sioners electing improved pension benefits before October
1979.

CONCLUSIONS

SSA should immediately notify SSI-VA recipients in those
States and the District of Columbia where Medicaid eligibility
is not directly related to SSI eligibility that they must file
for improved pension benefits. They should be advised that
an election must be made if higher VA benefits will result
from such election.

There are inequities in SSI's treatment of VA pension
benefits for couples in which the veteran's spouse files
for SSI as an individual. No portion of the veteran's pen-
sion benefit is counted in determining the spouse's SSI
benefit even though the veteran receives an incrementally
higher VA pension because of the dependent spouse. The prob-
lem involves all VA non-service-connected pension programs,
but especially improved pension benefits since benefits
are significantly higher than previous programs.

Such practice is inconsistent with SSI's treatment of
couples when both spouses file for benefits. Furthermore,
it seems inequitable when compared to the SSI practice of
counting some portion of ‘an ineligible spouse's non-need-
based income when determining the benefit for a spouse who
is potentially eligible for SSI.
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RECOMMENDATIONS

We recommend that the Secretary of HHS direct the Com-
missioner of Social Security to immediately notify SSI-VA
recipients residing in those States and the District of
Columbia where Medicaid eligibility is not directly related
to SSI eligibility that they must file for VA improved pen-
sion benefits and elect such benefits if higher than the VA
benefits presently being received.

We also recommend that the Secretary of HHS revise
its regulations for the SSI program so that VA's pension
benefits being received by a veteran not eligible for SSI
will be counted as income to the veteran's spouse who is
eligible and be allocated and treated in the same manner
as other Federal benefits not based on need.

AGENCY COMMENTS AND OUR EVALUATION

HHS, OMB, and VA officials met with us and commented
on a draft of this report. They generally agreed with our
recommendation to notify certain SSI-VA recipients to file
for improved pension benefits and elect such benefits if
higher than the VA benefits presently being received.

In regard to our recommendation that the Secretary of
HHS revise its regulations for the SSI program for the
treatment and allocation of VA's pension benefits for a
veteran's spouse, HHS representatives disagreed that the
regulations should be revised. They said that if such bene-
fits were considered, the other program would, in effect,
contribute to the support of the SSI recipient. Thus, they
believe it should be exempted to avoid undercutting other
Federal needs—-based programs. HHS officials raised the
guestion of whether the recommendation--which would have
the effect of reducing benefits~-might contradict the intent
of recent legislation to increase benefits to VA pensioners.

After our meeting, it came to our attention that SSA
officials from two regional offices had previously questioned
HHS' regulations on this matter. In corresponding to SSA
headquarters in late 1979, one official stated that:

"While the statute providing for the program
payments from other sources determines how that
income is allocated, it is inequitable that the
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source of income determines whether it is included
in deeming. Since the purpose of SSI is to assure
a minimum standard of income, it seems incongruous
that one couple should be eligible for a $3l2 30
[monthly] Federal payment while another receives
$700, $800, or $1,000 [monthly] solely because

one member of a couple has income from an ex-
cludable source.

"While we appreciate that the purpose of

the exclusion is to avoid defeating the purpose
of other assistance programs, our existing
policy not only protects other program rights
but results in a form of welfare double-dipping
which establishes income levels far in excess
of those intended by SSI or other assistance
programs.

“"In a day when so much attention is aimed

at efficiency of government and cost-effective
programs, we would indeed be in hot water if
the public had a broader understanding of this
policy. * * * "

The other regional official said:

"k ¥ * T pelieve there needs to be an evalu-
ation of the impact of VA pensions in terms of
the principles and phllosophy of the SSI program.
It seems to me that there is something inherently
wrong when similarly situated family groups can
be treated so differently because their ‘source
Oof income' differs. If Mr. [name deleted] income
was title II [social security], or VA compensation,
the couple would be ineligible for SSI. Because
it is a VA pension, Mrs. [name deleted] is now
eligible for $208.20 and total family income is
$634.00. As the DO [district office] states, it
would be most difficult to justify this differ-
ential treatment.

“If Mr. [name delete] increase in VA benefits
(as a result of the recent augmented VA benefit
computation, which we understand includes an
amount for the needs of his spouse) is in any
way representative of others in similar circum-
stances, then we need to take prompt action.
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Having made the decision to exclude VA pensions
as assistance based on need, I think SSA failed
in its responsibility to current recipients.
When the regulations were adopted, it was in-
cumbent upon SSA to conduct an outreach on any
case where the SSR [Supplemental Security Record,
the SSI master record] reflected VA pensions.

"To my knowledge, this was not done. Had it
been, the [name deleted] would have been
able to make their choice at the outset.

As it stands, this couple lost 9 months

of increased payments due to administra-
tive finality."

In January 1980, SSA responded to the inquiries.

"* * * you expressed concern about

this policy because relatively high in-
comes are possible along with continued
supplemental security income (SSI) eli-
gibility when this exclusion is applied
under certain circumstances. The policy
governing excluding needs-based assist-
ance and income from SSI deeming has been
reviewed. We plan to retain this policy,
as currently expressed, although we rec-
ognize that apparently inequitable
results may occur in some cases when
this policy is applied. * * *"

We believe the SSI program should consider for couples,
all income from Federal sources in arriving at the benefit
amount, particularly when one spouse is ineligible. The
basis for our belief is that generally a married couple
live together and have a responsibility for each other and
share income. If other sources of income are available to
an individual, they should be considered so that SSI bene-
fits are used only to fill in the gap between the other
income and the SSI guaranteed income level.

The Social Security Act mandates that VA pension bene-
fits be counted as a dollar for dollar reduction in SSI bene-
fits when an eligible individual or eligible couple have
these benefits. VA pension benefits that are received by
SSI recipients come from VA needs-based pension programs.

The Congress did not view this as an undercutting of the VA
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pension programs, nor does it now, even with the most re-
cently enacted legislation creating the VA improved pension
program. Consequently, we believe it is appropriate under
these concepts to consider the Federal assistance income of
the spouse who is ineligible for SSI in determining the
benefit amount of the spouse who is eligible.
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CHAPTER 4

BETTER COORDINATION COULD IMPROVE

BENEFIT DELIVERY

VA and SSA coordinate benefit information principally
through automated data exchanges to assist each agency in
determining the continuing eligibility of recipients and
the accuracy of their benefits. VA and SSA also refer ap-
plicants to each other to assist the applicants in receiving
all benefits and services to which they are entitled.

We examined automated data exchanged in January 1979
and determined that an estimated $14.5 million of inaccurate
benefit payments were made principally in calendar year 1978
because VA (1) did not obtain accurate SSA benefit data from
pension recipients, (2) did not receive available benefit
information from SSA, (3) did not request and obtain Federal
Black Lung benefit amounts, and (4) pensioners incorrectly
reported SSI payments as social security benefits. We also
noted that VA provided unneeded records to SSA, requested
unneeded data from SSA, and had not fully used data provided
by SSA.

VA RECEIVES SOCIAL SECURITY
BENEFIT DATA ANNUALLY

The accuracy of VA's pension payments is dependent upon
recipients properly reporting their income. Income data and
other circumstances affecting eligibility or benefit amount
are generally provided by the recipients when they respond
to the VA annual income questionnaire. The gquestionnaire is
returned at the end of the calendar year, and income and bene-
fit information reported is used, in part, to determine the
accuracy of the payments made that year. Before 1977, VA had
no systematic method for independently verifying on a large
scale basis income information on these questionnaires, such
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as social security benefits. 1/ VA statistics show that about
75 percent of its pensioners receive social security benefits.

In September 1976, the Congress enacted legislation spe-
cifically mandating that Federal agencies provide, at VA's
request, information needed to determine or verify eligi-
bility or benefit amounts. In December 1977 and January and
June 1979, data exchanges occurred in which SSA provided
VA with selected social security benefit data to verify
social security benefits reported by pensioners. The June
1979 exchange was limited to VA recipients of benefits under
the new improved pension program.

For each exchange, VA provided SSA magnetic tapes of
extracted pension records for each veteran and spouse. The
data on the extract record consisted of identifying infor-
mation--such as beneficiary name, sex, date of birth, and
social security and claim numbers. Using the identifying
information, SSA searched its records for the individual.
When SSA located the individual, it provided VA, to the ex-
tent possible, the following data: verified social security
number, latest monthly social security benefit amount, sup-
plemental medical insurance deduction, latest monthly benefit
paid, ledger account file code, g/ and date of birth. In
addition, for the January 1979 exchange, SSA notified VA
of individuals receiving SSA's Federal Black Lung benefits.

l/Pre 1977 VA procedures for income verification under 38
U.S.C. section 506(a) (1976), authorized VA to requlre
from any person applying for, or in receipt of, pension
thereunder such information, proofs, or evidence as
the Administrator desires in order to determine the
annual income and the corpus of the estate of such per-
son." VA field station personnel of the Department of
Veterans Benefits were provided procedural directives
delineating the circumstances warranting submission
by pensioners of third-party verification of annual
income. Similar authority and directives are currently
in effect. Also, selected benefit data were obtained
from SSA prior to 1977, subject to certain Privacy Act
limitations.

2/A code which lndlcates whether benefits were currently
being paid.
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VA informed us that it used the December 1977 SSA data
to update its records and adjust, where appropriate, pension
benefits. However, VA did not maintain statistics on the
number of pension or dollar adjustments. Also, VA informed
us that it did not use the data from the January 1979 ex-
change to adjust pension benefits primarily because the data
were received after the annual income questionnaire process-
ing had started. 1In addition, implementation of the improved
pension program and a change in data processing equipment
had begun.

We examined the January 1979 exchange and found that
SSA provided benefit data for veterans and/or spouses on 1.26
million active claims. L/ To determine whether pensioners
accurately reported the receipt of social security benefits,
we analyzed a sample of records and estimate that for 161,600
claims the veteran and/or spouse did not report to VA the
benefits they were receiving under social security. We also
estimate that there were 10,300 claims where this nonreport-
ing caused VA to make $9.6 million in pension overpayments
for 1978. VA could have detected the overpayments had it
used the January 1979 data provided by SSA.

In addition, there were 112,300 claims for which SSA
did not provide any data for two reasons--SSA did not search
its records using all social security numbers provided by VA
or SSA believed the person on its record was not the same
person on the VA record. We sampled 2/ the claims and esti-
mate that 103,500 persons were the same on both records
(76,200 of them were receiving social security benefits).
We estimate that 11,000 persons (14 percent of the 76,200)
did not accurately report their social security benefits
to VA, thus resulting in undetected VA pension overpayments
of $1.7 million and underpayments of $0.3 million for 1978.

SSA could have provided benefit data for more persons
had it searched its records using all social security num-
bers provided by VA. When available, VA provides SSA both
the veteran's and spouse's social security numbers. How-
ever, when SSA searches its records for a spouse, it uses,
in most instances, the veteran's social security number
because it assumes that the veteran's number is the account

1l/Claims are accounts under which VA pays benefits to vet-
erans or survivors and dependents.

g/See appendix XIV for estimation methodology.
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under which the spouse is receiving social security bene-
fits. Therefore, if the spouse is receiving benefits from
SSA under the spouse's social security number, SSA does
not provide VA with the SSA benefit data.

Besides the social security number, SSA uses four iden-
tifying characteristics--name, date of birth, sex, and bene-
ficiary identification code--to determine whether the records
are for the same person and requires that three of the four
characteristics match before providing VA with benefit data.
However, one of the characteristics--SSA beneficiary identi-
fication code~-1s not on the VA master record because SSA
never provided it, and therefore it cannot be used to match
SSA records. Accordingly, if any one of the three remaining
characteristics is not the same on both records, SSA assumes
the persons to be different and does not provide VA any data
from its records. In making our determination, we considered
social security number, name, address, date of birth, and
other family members' names and dates of birth to determine
whether the pensioner on both records appeared to be the same.
This comparison showed that SSA could have provided SSA bene-
fit data on about 103,500 of 112,300 claims for which it did
not provide data to VA.

Additionally, VA requested that SSA furnish any avail-
able data for an estimated 620,100 known deceased veterans.
The survivors of these veterans were currently receiving
VA pension benefits. SSA codes the information provided
on deceased individuals to alert VA that the benefits are
not being paid currently. However, SSA does not indicate
when the person's social security payments stopped. VA,
therefore, ignores benefit data reported by SSA with such
codes. In cases where the social security payments ceased
prior to the beginning of the calendar year for which VA
is verifying benefits, ignoring the benefit data has no
effect upon the pension payments. However, if the benefits
stopped during the calendar year, VA should know when they
stopped because of their possible effect on VA pension pay-
ments. Of the 620,100 known deceased veterans, we estimate
1/ that only 1,400 veterans died during the calendar year
for which VA was trying to verify benefits and the other
618,700 veterans had died previously.

i

L/See appendix XIV for estimation methodology.
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VA requested social security benefit information for
individuals receiving improved pension benefits only, and
SSA furnished available information in June 1979. VA data
show that SSA provided benefit information on 34,068 claim
records. For 23,778 records, the social security benefit
amount coincided with the amount in the VA record, as re-
ported by the recipient. However, for 7,271 records, the
social security benefit amount was greater than the amount
on the VA record and for 3,018 records, the social security
amount was less than the VA amount. VA told us it was at-
tempting to resolve the differences.

SSA RECEIVES VA PENSION
DATA QUARTERLY

The SSI program experienced many payment errors because
SSI recipients provided inaccurate or incomplete information.
To help detect and avoid many of these payment errors, SSA
in September 1976, began obtaining, on a quarterly basis,
automated compensation and pension benefit information di-
rectly from VA. To date, this information has enabled SSA to
detect erroneous information and avoid overpayments of an
estimated $111 million and underpayments of about $19 mil-
lion to SSI recipients.

VA furnishes data on all 5.2 million persons receiving
VA compensation and pension benefits. SSA compares the VA
information with data in its SSI records and adjusts the SSI
payments, if necessary.

Since only about 120,000 SSI recipients receive VA bene-
fits, it is not necessary that VA provide data on 5.2 million
persons. In a previously issued report, 1/ we pointed out
that SSA should consider developing a mechanism for obtaining
information only for SSI recipients who are receiving VA
benefits. At that time, SSA advised us that it was studying
a system under which VA would place an indicator code in its
master records for individuals who receive SSI benefits. The
indicator code, added to VA's records in 1977, was intended
to limit the number of records provided by VA. However, VA
has not used the indicators to limit the number of records
it sends to SSA. If VA used the indicators, it would be
necessary to send SSA only abobut 120,000 records. Procedures
could also be established to periodically update the VA
records with SSI indicators.

1/"Privacy Issues and Supplemental Security Income Benefits"
(HRD-77~110, Nowv. 15, 1977).
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SOME PENSIONERS ARE IMPROPERLY
REPORTING TO VA THEIR SSI BENEFITS

For the May 1979 quarterly data exchange, there were
102,161 persons receiving both VA pension and SSI benefits.
We sampled 1/ the VA and corresponding SSI records for these
people to determine whether they were confusing their SSI
benefits with social security when they reported their in-
come on VA's annual income questionnaire. By reporting SSI
benefits as social security benefits, pensioners will gen-
erally be underpaid by VA. Based on our sample, we estimate
that about 2,100 pensioners were underpaid about $892,000
annually--$796,000 in 1978 for pensioners not electing im-
proved pensions and $96,000 in 1979 for pensioners electing
improved pensions. Furthermore, for about 1,140 of these
pensioners, VA had data available showing the pensioners
were not receiving social security benefits. This informa-
tion had been provided to VA in the January 1979 data ex-
change because SSA had notified VA that the pensioners were
not receiving social security benefits. However, since SSI
benefits are reduced by VA pension amounts, any increase in
such pensions generally results in a corresponding decrease
in SSI benefits. Even though this has little or no effect
on the net amounts these recipients receive, the programs
are not being properly charged for payments made.

VA does not record SSI benefit information in its mas-
ter records, since such benefits are excluded from income
in determining pension benefits. However, VA does record
social security benefit amounts obtained from the annual
data exchange. In its instructions for completing the annual
income questionnaire, VA specifically cautions beneficiaries
not to report their SSI benefits as social security. However,
until recently, VA, in calculating its pension payments, used
the amount reported by the recipient if it was higher than
the benefit reported by SSA. Consequently, when pensioners
reported their SSI benefits as social security, VA accepted
the pensioner's statement and included the SSI benefit in
the annual income and underpaid the pensioners.

1/See appendix XIV for estimation methodology.

31




EFFORT TO IMPROVE VA
AND SSA COORDINATION

In June 1978, SSA in cooperation with VA began an enumer-
ation process to improve the data in about 255,000 VA master
records. This process involved the assigning of new social
security numbers, where necessary, and verifying existing
numbers by correcting personal identifying information, such
as name and date of birth. Application forms for social se-
curity numbers were sent to the beneficiaries with instruc-
tions to submit completed forms and supporting documents to
their local SSA district office for review. Later, the ap-
plications were forwarded to SSA headquarters, converted to
computer tapes, and sent monthly to VA. As of October 1979
SSA had processed 97,177 applications and forwarded them to
VA. This process will not only provide VA with correct data
for its records, but also should improve the accuracy of VA
and SSA benefit payments.

VA NEEDS TO ESTABLISH DATA EXCHANGES
WITH OTHER FEDERAL BENEFIT PROGRAMS

There are other Federal benefit programs whose payments
affect VA pensions, such as Federal Black Lung, Office of
Personnel Management (Civil Service Retirement benefits),
and Railroad Retirement. However, VA has not established
data exchanges with such organizations.

puring the January 1979 annual data exchange, SSA noti-
fied VA as to whether individuals received SSA Federal Black
Lung benefits. The notification did not include any black
lung payment information. There were about 5,100 records
for which SSA noted the receipt of black lung payments.

We sampled 1/ the 5,100 records and examined the black
lung case files to determine whether the individuals had
accurately reported their 1978 benefits to VA. Our exam-
ination showed that many individuals did not accurately
report their benefits. We estimate that, for 2,000 cases
(39 percent), the veteran and/or the veteran's spouse had
not accurately reported black lung benefits, resulting in
VA annual overpayments of about $2 million.

E/See appendix XIV for estimation methodology.
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VA AND SSA COORDINATE
THE DELIVERY OF BENEFITS

VA and SSA in their roles as service agencies try

to assist applicants in obtaining other benefits to which
they may be entitled. However, no formal mechanism exists
for monitoring, controlling, and following up on an appli-
cant's potential entitlement to benefits from both agencies.
It is the applicant's responsibility to file for benefits.
Neither VA nor SSA had data available to indicate the extent
or effectiveness of any referrals.

The SSI program is different from the other programs
because its applicants are required to file for all other
benefits for which they may be entitled. The SSA district
office, where applicants file for SSI, has the responsibility
for determining the likelihood of potential eligibility for
other benefits, notifying the applicants that they must file
for such benefits and referring them to other agencies (such
as VA for pension benefits), and assisting the individual as
necessary in complying with the requirement that the appli-
cant file for any benefits for which they may be eligible.
At such time, it furnishes the individual with a dated writ-
ten notice explaining the individual's responsibilities.
Generally, an individual who fails to apply for other bene-
fits within 30 days of being notified, is not eligible for
SSI payments.

A recently completed appraisal 1/ of the effectiveness
of SSA's referral by HHS' Office of the Inspector General
provides some insight into SSA's referral effectiveness.

"Most referrals made in Social Security
offices are not made for services. Instead
as mandatory part of the eligibility and
benefit determination process, they are
made to ensure that clients do not receive
SSI payments for which they are not en-
titled. 1In this regard, referral activity
is a service to the taxpayer more than to
the client.

1/A November 1979 draft report of a service delivery assess-—
ment entitled, "Information and Referral Services for
Supplemental Security Income Recipients."
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"When referrals are made for services or
additional income supports, it is a client's
question of a very obvious need that triggers
the action. Only rarely do service staff
probe to find service needs not brought to
their attention."

The service delivery assessment, based primarily on site
visits to nine district and branch offices, also included the
following comments on social security beneficiaries.

"Title II beneficiaries represent people
who have qualified for Social Security
benefits through payroll contributions
and have met the age level specified by
the entitlement provisions of the law.

* * * The great majority of them do not
expect referrals to other service agen-
cies and could easily be offended if
they were made.

“Phis orientation does not mean that many
of these individuals could not benefit
from other services. * * **"

We previously issued a comprehensive report on referral
activities of 11 Federal agencies, including VA and SSA. 1/
Our report concluded that Federal agencies are heavily in-
volved in funding information and referral services. At-
tempts have been made to consolidate these activities and
provide comprehensive information and referral services.
These attempts are not likely to succeed without centralized
direction and control.

CONCLUSIONS

The principal coordination of benefit information be-
tween VA and SSA occurs through automated data exchanges.
Some changes are needed in this coordination to improve
the accuracy of VA's benefit payments and to eliminate the

1/"Information and Referral for People Needing Human Services--
A Complex System That Should Be Improved," (HRD-77-134,
Mar. 20, 1978).
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exchange of unnecessary records. We estimate $14.5 million
of inaccurate pension payments were made, principally in
1978. This consisted of:

~--$9.6 million in overpayments because the veteran and/or
the veteran's spouse failed to report to VA receipt of
social security benefits, and VA did not use the bene-
fit data provided by SSA in the January 1979 data ex-
change.

--$1.7 million in overpayments and $0.3 million in under-
payments substantially because one of the matching
characteristics SSA used was not on the VA records.
Also, SSA was not searching its records for a veteran's
spouse by using, when provided, the spouse's social
security number.

--$2.0 million in overpayments because veterans and/or
their spouses did not accurately report receiving SSA
black lung benefits. Also, VA did not use the black
lung annotation on its records to examine the reporting
of such benefits.

--$0.9 million in underpayments because VA pensioners im-
properly reported their SSI benefits as social security
benefits. '

VA is providing SSA, in the quarterly data exchange, an
estimated 5.1 million unneeded records because it did not use
the SSI indicators to limit the number of records provided.
Before such indicators can now be used, they must be updated.
Additionally, VA is unnecessarily requesting SSA data for
an estimated 618,700 known deceased veterans in the annual
data exchange.

RECOMMENDATIONS

We recommend that the Administrator of Veterans Affairs:

--Use the SSA annual data exchange information to
identify and adjust payments for those pensioners who
did not report their social security benefits and have
not yet been detected.

~-~-Establish a data exchange to verify Federal Black
Lung benefits and review other Federal benefit programs
to determine the need for, and feasibility of, obtaining
benefit information from other agencies.
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-=-Stop providing records during the annual data
exchange on veterans deceased more than 1 year.

We also recommend that the Administrator of Veterans
Affairs stop providing records during the quarterly exchange
for those pensioners who are not SSI recipients. In this
regard, we recommend that SSA should first provide VA suf-
ficient information to identify those pensioners who are
SSI recipients. We also recommend that the Administrator
of Veterans Affairs and the Commissioner of Social Security
take necessary action to resolve identification problems
in the annual data exchange, which prevent benefit data on
a large number of SSA~VA recipients from being provided to
VA for use in verifying the accuracy of information being
provided by pensioners. This should include VA asking SSA
to search SSA records for surviving spouses by using, when
provided, the spouse’'s social security number.

AGENCY COMMENTS AND OUR EVALUATION

In our draft report, we recommended that VA use the
January 1979 SSA annual data exchange information to adjust
pension payments as necessary and recover overpayments and
pay underpayments. VA in its response (see app. XV), cites
various other uses it made of the 1979 SSA annual exchange
data, but does not address the key point of whether it used
the SSA benefit to adjust its 1978 pension payments. The
overpayments cited in the report related solely to section
306 and old law pensioners--not improved pensioners. Fur-
thermore, the overpayments related to the nonreporting of
social security benefits during our review were based on
total nonreporting, not underreporting. In all cases, the
social security benefit we used to compute overpayments began
before 1978 and did not terminate the VA pension benefit
since the income ceiling was not exceeded. Therefore, "end-
of-year" protection 1/ was not applicable in 1978, and VA
efforts to terminate those beneficiaries whose income ex-
ceeded the allowable ceiling would not have affected the
cases we reviewed.

1/VA comments (see app. XV) refer to "end-of-year" rule
which specifies that the effective date of a reduction
or discontinuance in pension benefits because of a
change in income will be the first day of the year fol-
lowing that in which the increase occurred.
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VA pointed out, however, that the 1978 income data
no longer exist in its automated records--only current
data are available. This presents a practical impediment
to adjusting incorrect section 306 and old law cases for
1978. Therefore, we have revised our recommendation and
now recommend that VA use the latest SSA annual exchange
data to identify those pensioners who continued their
nonreporting of social security benefits. This should
include returning to SSA to determine when the social
security payments began in order to calculate the total
overpayments to pensioners and adjust future VA benefits.

In regard to the underpayments noted in the report,
VA pointed out that it notified those pensioners whose bene-
fits were adjusted during the 1978-79 income questionnaire
season of the amount of income used in calculating the bene-
fit. VA further stated that the beneficiaries were responsi-
ble for informing VA of any incorrect income information.

While we recognize that the beneficiary has the primary
responsibility for correct reporting of income information,
it is apparent--despite any notices that VA may be sending--
that some veterans and surviving spouses are still confused
about* the benefits received from SSA. Because they are re-
porting SSI payments as social security benefits, they are
continuing to shortchange themselves. To help these bene-
ficiaries, VA could annotate its records with an SSI indica-
tor code to help identify possible underpayment cases and
then check the type of annual income reported. If the bene-
ficiary reports social security benefits, VA could follow
up with the pensioner or SSA to determine whether these
benefits were SSI or social security.

VA agreed with our recommendation that VA establish a
data exchange to verify Federal Black Lung benefits and
review other Federal benefit programs to determine the need
for, and feasibility of, obtaining benefit information from
other agencies. In its comments, VA stated that it has con-
tacted SSA and the Department of Labor regarding black lung
data, the Office of Personnel Management for Civil Service
data, and the Railroad Retirement Board for its data. VA
also said that in the interim it plans to send letters
twice a year to improved pension and certain other recipi-
ents who have income from other annuities to request a re-
port of their current annuity income, excluding social
security.
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It should be noted that VA interim efforts in sending
letters to those who did not report some annuity to VA will
not detect those pensioners who did not report anything.

In addition, VA overpayments related to improper reporting of
SSA black lung benefits we identified for 1978, were for sec-
tion 306 and old law pensioners, not for improved pension
recipients although these pensioners may also not be correctly
reporting black lung benefits. In our review of the black lung
overpayment cases, we observed that many cases of improper
reporting started in the early to mid-1970s, but we did not
attempt to quantify the total overpayments for all years.

VA will have to work closely with SSA to identify and correct
these overpayments, since VA pointed out in its response to
the issue of the overpayments related to the nonreporting of
social security benefits, its records contain current income
information, not 1978 data.

VA did not concur in the draft report recommendation
to stop providing records during the (1) annual data exchange
on veterans deceased over 1 year and (2) quarterly exchange
for those pensioners who are not SSI recipients. For that
part of the recommendation relating to the annual data ex-
change, VA said it is providing data on deceased veterans'
accounts (when survivors are receiving VA pension benefits)
to verify the veteran's social security number, not for any
verification of veterans' payment data. VA said it uses
the verified numbers to assist SSA in identifying the surviv-
ing spouse's SSA record, and to obtain payment data on the
social security account for the survivors. Such payment data
are then used in determining the correct amount of VA bene-
fits to be paid to surviving spouses.

As a result of VA's comments, we further examined
the detailed composition of the 618,700 deceased veterans'
records in question. Our examination showed that of these
records:

--71,000 (about 11.5 percent) did not have the deceased
veteran's social security number verified by SSA (nor
did SSA furnish any benefit data). SSA was unable to
confirm from the matching characteristics on VA's
records (name, date of birth, sex, and beneficiary
identification code) that the veteran as shown on
VA's record was the same person as that shown on the
SSA record. Thesé veterans have been deceased for
several years, and the VA plans no further action to
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obtain any identifying characteristics for SSA to
verify the social security number. Since these num-
bers were not verified, they are of no assistance to
VA or SSA in identifying the account under which the
surviving spouse may. be receiving social security
benefits. Since the veterans have now been deceased
at least 2 years, and since three attempts have al-
ready been made to verify the veterans' social sec-

- curity numbers, we believe that future attempts at
interfacing these records are not warranted and
should be stopped.

--547,700 were verified by SSA. However, since VA
provided two records to SSA--one for the deceased vet-
eran and one for the surviving spouse--and both con-
tained the deceased veteran's social security number
as shown on VA's records, and since the verification
process will not change an incorrect number, searching
the SSA record for the deceased veteran is unnecessary
and only creates extra work for SSA. Therefore,
verification of the deceased veteran's social security
number did not assist in locating SSA's record for the
spouse.

Included in these records were 308,700 cases for which
SSA verified the deceased veteran's social security
number and furnished SSA benefit information for the
last month the deceased veteran received an SSA bene-
fit, but did not indicate the date such benefit ceased.
The benefit information provided for the 308,700 de-
ceased veterans related to years before 1978; over
one-third related to a social security benefit last
received in the 1960s. Consequently, VA asked for

and received deceased veterans' benefit information
irrelevant to the VA benefit determinations in 1978
for the surviving spouse.

The part of the draft report recommendation that VA
stop providing records during the quarterly exchange for
those pensioners who are not SSI recipients has been revised
in the final report to clarify that VA should first update
the SSI indicator code in the VA records to stop the unneces-—
sary flow of data. VA pointed out that to do this SSA will
have to give the VA identification data on all SSI recipients.
Consequently, we are now recommending that the Commissioner
of Social Security provide VA sufficent information to
identify those pensioners who are SSI recipients.
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VA disagreed that it should stop providing its records
during the quarterly exchange for those pensioners -who are
not SSI recipients. VA commented that a memorandum of under-
standing now being developed between VA and SSA will result
in an ongoing cyclical interchange and will eliminate the
need for VA to provide all compensation and pension accounts
to identify SSI recipients. VA expects that this interchange
will be implemented during the first quarter of calendar year
1981 and maintains that until such implementation, our recom-
mendation could be implemented only at the cost of missing
many dual payees.

VA's position on information disclosure has changed.
In its September 2, 1977, comments on our report entitled,
"Privacy Issues and Supplemental Security Income Benefits,"
VA stated:

"As recommended by the GAO report, and
although no unauthorized access to infor-
mation has been noted, an indicator
identifying SSI recipients will be added
to VA automated records to ensure that
disclosures are made only in those cases
relevant to SSI determinations.”
(Underscoring supplied.)

VA did place an indicator code on its records in 1977 to limit
the number of records it sends to SSA, but apparently the in-
dicators were not effectively used because the flow of unnec-
essary records continued. On the basis of our review, it
appears that VA did not use the indicators in its records be-
cause VA always seemed to be on the verge of finalizing an
agreement for data exchange and hence never limited the flow
of its records. This is not to suggest that we are opposed
to such an agreement, rather, our recommendation is directed
at immediately stopping the unnecessary flow of data; if VA
and SSA subsequently reach agreement for an improved inter-
face, so much the better.

Regarding the VA comment that our recommendation
could be implemented only at the cost of missing many dual
payees, we believe that the dual payees that miss interface
verification efforts are essentially those recipients who
become SSI recipients after the indicator code is placed on
the VA records. SSA could accumulate these SSI records and
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periodically request VA to verify for pension and compensa-
tion data on the VA records when the volume is sufficient to
make it feasible. Since SSA has historically invested about
50 hours of computer time on each quarterly interface in ex-
amining VA's 5.2 million records, implementation of this
recommendation would not only limit the flow of unnecessary
data, but also offer some economic advantage.

The Administrator of Veterans Affairs and the Commis-
sioner of Social Security agreed with our recommendation to
take necessary action to resolve identification problems in
the annual data exchange.
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IMPROVED PENSION AND SSI PROGRAMS'

ELIGIBILITY REQUIREMENTS

ELIGIBILITY REQUIREMENTS

The statutory formulation of the improved pension
program was guided by certain VA recommendations made to
eliminate inconsistencies, anomalies, or inequities with
VA's previous non-service-connected disability pension
programs. These recommendations sought to treat similarly
circumstanced persons equally, to apply the same eligibility
requirements to applicants, and to provide equal benefits
to beneficiaries whose circumstances (income and assets)
are the same.

The SSI program replaced the former programs of aid to
the aged, blind, and disabled which had been operated by the
States with Federal financial assistance. For the first time,
minimum Federal standards of income support were established
for the aged, blind, and disabled. Eligibility conditions,
which previously differed greatly from place to place, became
uniform in every State. The same definitions of "blindness"
and "disability" applied everywhere. Common rules were used
in defining and measuring income, computing payments, and
deciding what assets a recipient could retain. Since those
uniform rules were more liberal than the rules formerly used
in some States, the Congress envisioned that many additional
needy people would receive aid who could not, or would not,
have obtained eligibility under the former programs.

Differences between the improved pension and SSI pro-
grams' eligibility requirements are discussed in the follow-
ing sections.

Age and disability

Improved pension payments are made to needy wartime
veterans with total and permanent non-service-connected
disabilities and to needy wartime veterans age 65 or older.
Needy survivors of wartime veterans who died of non-service-
connected causes can also receive pension benefits. Survivors
can receive benefits without regard to their age and regard-
less of whether they are disabled.

The SSI1 program provides benefits to needy individuals,

including veterans, who are age 65 or older, or at any
age, if the person is blind or disabled. These benefits
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are paid to individuals only, not to a spouse or child of a
needy individual, unless that person is also needy aged,
blind, or disabled.

Under VA's improved pension program, a veteran is dis-
abled if he is age 65 or older, or became unemployable after
age 65, or is suffering from:

“(1) any disability which is sufficient to render
it impossible for the average person to follow a
substantially gainful occupation, but only if it
is reasonably certain that such disability will
continue throughout the life of the disabled
person; or

"(2) any disease or disorder determined by the
Administrator to be of such a nature or extent as
to justify a determination that persons suffering
therefrom are permanently and totally disabled."

VA does not define substantial gainful occupation in relation
to any specific level of earnings per month.

In administering and determining disability for its SSI
program, SSA essentially uses the same procedures as it does
for the social security disability program. To be disabled,

a person must be unable to do any substantial gainful activity
because of a medically determinable physical or mental impair-
ment which can be expected to result in death or which has
lasted or can be expected to last at least 12 consecutive
months. Work may be considered substantial even if it is

part time, or is less demanding or responsible or pays less
than the individual's former work. Presently, a person earn-
ing $280 or more a month is considered to be doing substantial
gainful activity.

The Social Security Act further qualifies the definition
of disability--the individual:

"k * * jg not on}y unable to do his previous
work but cannot, considering his age, education,
and work experience, engage in any other kind
of substantial gainful work which exists in the
national economy, regardless of whether such
work exists in the immediate area in which he
lives, or whether a specific job vacancy exists
for him, or whether he would be hired if he
applied for work. * * *"
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Residence outside the country

VA improved benefits pensioners can reside indefinitely
outside of the United States and still receive benefits. An
estimated 48,000 veterans and survivors (receiving pension
or compensation) were living outside of the United States in
fiscal year 1978. The Congress, in the Veterans and Survivors
Pension Improvement Act of 1978, directed the Administrator
of Veterans Affairs, in consultation with the Secretary of
State, to study the income characteristics of its foreign
pensioners in relation to the economic aspects of the resident
foreign country. The purpose of the study was to examine the
desirability of modifying the non-service-connected pension
programs for veterans and survivors residing outside the
country.

The Social Security Act specifically provides that no
person is eligible for SSI for any month spent entirely
outside the United States. Furthermore, after an individual
has been outside the United States for any period of 30 con-
secutive days, the person is considered as remaining outside
the United States until the person has been in the country
for 30 consecutive days.

Income tests

Both VA improved pension and SSI programs have maximum
amounts payable to eligible individuals and couples. The
maximum benefits are reduced by income from other sources
with certain types of income excluded from the computations.
The improved pension and SSI programs are similar because
both reduce benefits for countable income, although the
methodology of that reduction varies.

The improved pension program provides basic annual
benefits for the veteran's entire family. Higher benefits
are provided to veterans and surviving spouses if they are
housebound or need regular aid and assistance and to veterans
of a period of war who are not eligible for educational or
home loan benefits (primarily World War I veterans). Bene-
fit totals are reduced one dollar for every dollar of the
family members' (including children) income.

Some items are not countable as income, and some items
are excludable from income. Exclusions from income are, in
essence, expenses that the Congress allowed as deductions
from income. The exclusions are for amounts equal to that
paid by
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-—-a spouse of a veteran for the expenses of such
veteran's last illness;

--the surviving spouse or child for the veteran's just
debts and the unreimbursed expenses of the veteran's
last illness and burial;

--a veteran for the last illness and burial expenses
of the veteran's deceased spouse or child:;

--a spouse of a living veteran or the surviving spouse
of a deceased veteran for the last illness and burial
of a ¢hild of such veteran;

--a veteran or surviving spouse pursuing a course of
education or vocational rehabilitation or training
for educational expenses: and

--a veteran, spouse, or child for unreimbursed medical
expenses, to the extent such amounts exceed 5 percent
of the maximum annual rate of pension payable during
the year.

Improved pension benefits are not reduced for SSI bene-
fits because the Congress specifically excluded benefits
received from public or private relief or welfare organiza-
tions. The Congress recognized that, if the SSI benefits
were considered income, a series of back and forth adjust-
ments in both pension and SSI payments would result. Not
counting SSI in the improved pension income calculations
eliminates such adjustment difficulties.

In contrast, the SSI program provides benefits for eli-
gible individuals and couples. Also, children must be eli-
gible in their own right to receive benefits. SSI benefits
are supplemented by the States in various amounts.

Benefits are reduced for the countable income of eli-
gible persons. Where members of a couple live together, if
one spouse is eligible and the other ineligible, a portion
of the ineligible spouse's income may be considered to be
the eligible spouse's income. Before income is counted,
it is categorized as earned i/ and unearned g/, and then an

l/Wages and net earnings from self-employment.

2/All other income.
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excludable amount is applied to each category. The SSI pro-
gram generally does not consider expenses, such as medical
or burial, as exclusions from income.

A general exclusion of $60 quarterly for unearned and
earned income, and $195 quarterly plus one-half of the re-
mainder of earned income are applied. The $60 exclusion
does not apply to assistance if it is based on need. How-
ever, assistance based on need furnished by State and local
governments must, by law, be excluded. There is an addi-
tional exclusion of infrequent and irregular income received
which does not exceed $60 per calendar gquarter from an un-
earned source, or $30 per calendar quarter from an earned
source.

Overall, SSI program data for June 1979 show 3.1 per-
cent of the recipients had earned income and 62.9 percent
had unearned income. The three largest types of unearned
income are social security (51.7 percent), support and
maintenance--inkind income (3.8 percent), and veterans'
benefits (2.8 percent). SSI program data effective June
1979 show (1) 2,167,917 individuals receiving social security
benefits averaging $172.41 monthly; (2) 161,197 recipients
receiving inkind support and maintenance income, such as room
and board, averaging $49.80 monthly; and (3) 106,417 recipi-
ents receiving VA pensions, including improved pension bene-
fits, averaging $111.19 monthly.

Some of the countable and excludable items for deter-
mining improved pension and SSI benefits are shown as follows:
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Source of income

General items:
Incere from employment, business, rent, and
investments
Incore from spouse
Earned income of child claimant
Infrequert and irregular income ($60 per calendar
" quarter if unearned or $30 per calendar qguarter
if earned)
Rents minas expenses
Royalties
Income of a blind or disabled recipient needed to
fulfill a plan designed to achieve self-support

Pensions:

State, Federal, local, and forelgn governments
and private organizations

VA compensation

VA dependency and indemnity compensation

VA persion

Retirement or annuity payments and endowrents
(Railroad, military service, commercial, etc.)

SSA benefits:
EERS
Black lung
Lump sam death benefits
Social security

Work-related income:

workmen's compensation

Unemployment compensation

Tips under $20 per month

Jury fees

Sick pay

Remuneration while in sheltered workshop

Payments to inmate of public instizution

Inxind payments to domestic or agricultural
employee

Remuneration for services by .patient ard members
of VA hospital for therapeutic¢/rehabilitative
parposes

VA payments:

J.S. Government or National Service Life Insurance
for disability or death, maturity of endowment
policies, and dividends, including special and
termination dividends

Servicemen's Group Life Insurance

Veterans Group Life Insurance

Servicemen's Indemnity

Death Gratuity

veterans',6 survivors', and dependents’' educa-
tional assistance in excess of costs

Subsistence allowance

Statutory burial allowance

Survivor Benefit Plan (formerly retired Service-
man's Family Protection Plan) annuities, re-
funds, Survivor Benefit Plan

Bequests, devises, inheritance, gifts:
Money
Joint bank account
Prizes and awards

Other items:

income from sale (cash or installment) of real ox
personal property otker than in the course of a
business

Fire insurance proceeds

Life, disability, accident, or health insurance
proceeds minus the costs of health care or
burial of a recipient, spouse, or child

amounts paid for unreimpursed medical expenses
which exceed 5 percent of maximum annunal pension

Dividends from commercial insurance
Contributions by public or private emplover to:
Public or private hospitalization plan
Retired employee as reimbursement for pre-
miumg for supplementary medical insurance
penefits under SSA
Suppor= and maintenance by friend, relative,
or crganization
Educational expenses
Support and alimony payments
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Imoraved
oension

Included

Included
Tncluded
Included

No provision

Included
Included
Included

Included

Txcluded
Included
Included
Included

Included
Included
Included
Included
Includerd
Included
InciLuded

“ncluded

Included

Included
ncluded
Included
Included
Included

Included

Included
Included

Included

Tncluded
“Zxcluded
Trcluded

d/Excluded
Excluded
Tneluded
Excluded
Included

Tnelieded

Included

Fxcluded
i/Fxcluded
Included
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Included
Included
b/Excluded

wxcnuded
Included
Included

rxcluded

Included
Included
Included
Included

Included

Included
Tneluded
Included

Included
Included
Tncluded
Included

Incladed

Ircluded

Iacladed

o/ Inzluded
Z/1included
</Included
” Included

Included

Included
Included
Excluded

Included

Tncluded
Included
Included

e/Fxctuded
E/Excluded

q/Included
No adjust-
ment
Incliuded

Fxcluded

Included

h/Included

J/Fxcluded
k/Tncluded
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a/hxcluded up to the amount needed to file a Federal tax return--§3,300 for 1979
and the amount paid by the child for postsecondary education or vocational
rehabilitation or training.

h/To qualify for excluasion, the child must be a student and cannot be married or
head of household. Exclusion is up to $1,200 in a calendar quarter with an
overall limit of $1,620 per calendar year.

c/Proceeds of a life insurance policy are unearned income to the extent that they
exceed 31,500 or the amount expended by a beneficiary of the policy on the in-
sured person's last illness and burial expenses, whichever is smaller.

4/1f on the installment basis, all moneys collected are excluded until the sales
price i1s equaled; thereafter, moneys collected are included in income.

e/Proceeds or profit from the sale of real or personal property is excluded from
income; after 3 months, if the property is not replaced, the proceeds or pro-
fits become a resource.

f/Pmergency replacements in cash or inkind of items lost through disaster is not
income for $SI purposes if the replacement property is received within 3 months
for personal property or 6 months for real property. Property received after
these periods are considered unearned income.

g/Excludes lesser of §1,500 or actual costs.

h/A one-third reduction from the standard payment amount is applied to avoid

" counting as income the actual dollar value of support and maintenance when an
individual or couple lives in the househcld of another. The reduction is ap-
plied only if both support and maintenance are provided. The reduction would
be one-sixth if one member of the couple receives support and maintenance

1/Am0unts are excluded which are paid by veteran, surviving spouse, or child for
tuition, fees, books, and materials. If the veteran or surviving spouse is in
need of aid and attendance, unreimbursed transportation costs above what would
be normal costs are also excluded.

J/Amounts provided as grants, scholarships, or fellowships are excluded to the
extent used for tuition and fees. Amounts received in excess of tuition and
fees for general living purposes are included.

k/One-third of support for a child from an absent parent i1s excluded.
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Resource test

VA is required by statute to deny or discontinue pension
benefits if the pensioner's estate--net worth--is such that,
under all circumstances, including the consideration of the
pensioner's income, it is reasonable that some portion of
the pensioner's estate be used for the veteran's support. To
determine net worth, VA considers many variables. Some vari-
ables are of a general nature, such as the life styles and
living standards of one community as contrasted to another.
Others are specific to the claimant, such as life expectancy,
state of health, family obligations, educational expenses,
medical expenses, dietary expenses, and housing costs. VA
also considers the nature of the assets, their marketability
and convertibility into cash, as well as the impact of dis-
posing of income-producing property. All of these factors
are considered before arriving at a decision affecting pay-
ment of a pension.

Generally, VA sets a dollar guide of $25,000 in reason-
ably liguid assets before requiring documentation of the
above considerations. A claim requires considering the net
worth of both the veteran and the spouse as affected by the
expenses of the family. A net worth which would be con-
sidered excessive when determining the net worth and expenses
of only one individual may not be excessive to the rest of
the family. Children included in any claim are entitled to
a separate net worth determination.

The SSI program uses a resource concept rather than an
estate or net worth approach. Under this concept, individuals
whose countable resources, such as savings, stocks, and bonds,
do not exceed $1,500 are eligible, if they meet the remaining
program criteria. For individuals living with their spouses,
the countable resource limit is increased to $2,250. Count-
able resources are determined after excluding certain items
specifically stipulated by law, such as the home.

Work incentives

Improved pension benefits are reduced one dollar for
every dollar of countable income. The program does not dis-
tinguish the source of the income, i.e., whether it be from
working for wages or not working and having money returned,
such as through a retirement benefit. The Congress, by not
distinguishing the source, followed a principle of equal
benefits for recipients with equal income. With this treat-
ment, the program offers veterans, spouses, Or survivors very
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little incentive to work. This is not to suggest that work
incentives should be provided since the program is intended to
remunerate only permanently and totally disabled veterans. l/

In contrast, the SSI program does have a work incentive
provision. An SSI recipient can exclude up to the first $255
of earnings plus one~half of any remaining earnings during
each quarter of the year. The SSI work incentive provision
enables individuals with greater total income to receive
higher SSI benefits than those with lesser total income but
from different sources. Furthermore, in comparing the SSI
and improved pension programs, there is an anomaly for in-
dividuals with earnings. Individuals on SSI with stable
gquarterly wages throughout a year can earn over $6,000
annually and still be eligible. Veterans earning more than
$3,902 a year would generally not be eligible for improved
pension benefits.

For both programs, the nature of the population--aged,
blind, and disabled--would seem to preclude the possibility
of much work. SSI program data for June 1979 show that
3.1 percent (129,500 recipients) had earned income averaging
$104 monthly. Ranges of earnings were not available, but
the data show the extent of work for the aged, blind, and
disabled--38,800 aged ($84 monthly)}, 5,500 blind ($340
monthly), and 85,100 disabled ($99 monthly). VA was unable
to provide data showing the source of improved pensioner
income or the extent such pensioners would do some work if
the pension benefits were not reduced.

1/The improved pension law does, nonetheless, include a pro-

T vision to remove any disincentive to pursuing rehabilita-
tion. There is excluded from a veteran or surviving
spouse's income, for entitlement purposes, amounts equal
to amounts paid for courses of education or vocational
rehabilitation or training. 1In addition, should such
veteran or surviving spouse be in need of regular aid
and attendance, the amounts paid, in excess of normal
transportation costs, for transportation in connection
with the pursuit of such course of education, vocational
rehabilitation, or training are excluded in determining
countable income. In the case of a child recipient, an
amount up to $3,300 of earned income is excluded from
countable income.
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In addition, SSI has another work incentive provision.
An SSI blind or disabled recipient who refuses, without good
cause, vocational rehabilitation services will lose his bene-
fits. Similarly, a disabled SSI individual who is medically
determined to be a drug addict or alcoholic must undergo
available treatment or lose his benefits.

The improved pension program does not have these require-
ments. (Primary alcohol or drug addiction per se is con-
sidered to be a disability due to "willful misconduct," and
hence does not give rise to entitlement. However, any organic
disability secondary to the primary addictive condition, if
of sufficient severity, can give rise to pension entitlement.)
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IMPROVED PENSION AND SSI PROGRAMS'

BENEFIT DETERMINATIONS

Although both use a prospective basis, the improved
pension and SSI programs compute benefit payment amounts
differently. Because the SSI computation method results in
significant overpayments to recipients, we recommended 1/
that the Chairmen of the House Committee on Ways and Means
and the Senate Committee on Finance change the method for
computing benefit payment amounts.

VA'S METHOD OF INCOME ANNUALIZATION
DOES NOT CAUSE ERRONEOUS PAYMENTS

The VA computation method does not create an overpayment
problem. The program provides that the effective date of
reduction or termination will be the first day of the month
following that in which the increase occurred.

The improved pension program requires completion of an
annual income questionnaire at the beginning of each year
showing income and resources for recipient, spouse, and de-
pendent children. Recipients are expected to report actual
data for the previous year and estimate data for the follow-
ing year. Monthly benefits paid are based on annual maximum
fixed rates with reduction of one dollar for every dollar
for anticipated individual or family income, as reported by
the individuals receiving benefits. Income changes are to
be reported by the end of the month in which they occur and
affect benefits for the remainder of the year.

The basic concept underlying the improved pension pro-
gram is that, at any given time, a claimant's countable
income plus his or her pension benefits, projected over a
12-month period, will establish a given level or rate of
income (i.e., the applicable maximum annual pension rate).
For example, on January 1 a single veteran has a monthly
retirement check of $100 or an annual income of $1,200.
The veteran's pension entitlement would be $225.17 monthly
or $2,702 annually. 1In April, the veteran reports that
the monthly retirement check has increased to $150, or an
annual rate of countable income of $1,800. To provide for
a maximum annual pension rate over the next 12 months,

i/Letter report on "SSI and the Prospective Quarterly
Accounting Methodology," (HRD-78-114, May 26, 1978).
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pension entitlement must be reduced to $2,102 yearly or
$175.17 monthly. This projection of income 12 months from
the date of entitlement to pension or the effective date of
a change in income is called annualization of income.

One advantage of the annualized income computation is
that there will generally be no need for a future January 1
reduction due solely to a change in recurring income. This
occurs since the 12-month rate of income projected at the
time of the increase will be identical to the rate projected
by the annual income questionnaire for the forthcoming year.

HOW THE SSI PROSPECTIVE QUARTERLY
BASIS CAUSES ERRONEOUS PAYMENTS
AND ADMINISTRATIVE DIFFICULTIES

SSI legislation requires SSA to determine SSI eligi-
bility and benefit payment amounts on a quarterly basis.
SSA computes benefits prospectively; therefore, benefits
are based on the income a recipient expects to receive over
a projected 3-month period. The quarterly computations were
established to minimize changes in the monthly benefit pay-
ments caused by income variations. Once computed, payments
are disbursed in equal monthly installments.

In reality, changes in monthly benefit payments have not
been minimized, and erroneous payments are being made because
of frequent variations in income, resources, or eligibility
status which are reported to SSA, but are not anticipated
before the quarterly computation. Examples of these changes
that may cause erroneous payments include death, marriage,
earned income, and unearned income, such as public and pri-
vate pensions, annuities, inheritances, gifts, and interest
or dividends.

Only a small percentage of the 4.2 million active SSI
recipients receive wages or salaries. However, about 55 per-
cent 1/ receive unearned income payments. Since the SSI
program began, about 3.1 million changes other than social
security benefit increases have occurred in these unearned
income payments, of which over two-thirds l/ occurred in

1/As discussed in our report referred to on page 52. All
projections concerning the 4.2 million active recipients
are based on a l-percent random sample of SSI master rec-
ords as of October 1, 1977, and are subject to a maximum
4-percent sampling error at the 95-percent confidence
level.
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the second or third month of a quarter. Unanticipated un-
earned income payments received-and reported in the latter
months of a quarter generally result in erroneous payments.
Furthermore, many of the remaining one-third 1/ unearned
income changes which occurred in the first month of a quar-
ter could also have caused errcnecus payments if they were
posted to the recipient's record after SSA had computed the
quarterly benefit amount.

The following example shows how computing benefits on
the prospective quarterly basis can cause an overpayment.

Mr. Z, an eligible aged individual, reports to
SSA that he expects to receive $120 in unearned
income before exclusions in September 1979 and
anticipates no other income for the quarter.
Instead of $120, however, on September 30, 1979,
he unexpectedly receives $180 in unearned income
before exclusions which he immediately reports
to SSA.

The original and adjusted computations for the
July through September quarter are shown below:

original computation

Standard payment amount

($208.20 X 3 months) $624.60
Less income minus exclusion ($120-360) -60.00
Quarterly SSI payment $564.60
Monthly SSI payment $188.20

adjusted computation

Standard amount

($208.20 X 3 months) $624.60
Less income minus exclusion ($180-560) -120.00
Quarterly SSI payment §504.60
Monthly SSI payment $168.20

Recause of the unexpected additional
income received in September, a $60
overpayment was created for the quarter
($564.60 ~ $504.60 = $60.00)

1/As discussed in our report referred to on page 53. All

~ projections concerning the 4.2 million active recipients
are based on a l-percent random sample of SSI master rec-
ords as of October 1, 1977, and are subject to a maximum

4-percent sampling error at the 95-percent confidence
level.
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The prospective quarterly accounting period also causes
administrative problems in developing and processing over-
payments. Because benefit status changes can fluctuate
within a quarter, SSA does not determine the overpayment
amounts until the end of a quarter. Thus, a 3-month period
may elapse between the time an overpayment occurs and is
developed. This development includes (1) the final computa-
tion of the overpayment for the quarter and the administra-
tive action needed to determine if the recipient was at fault
and (2) whether or not the overpayment should be waived or
collected. 1If collectable, a repayment schedule is usually
developed, and agreement is reached on how much should be
withheld from the recipient's benefit amount and how long
payments should be withheld. According to SSA district
office personnel, this procedure is very confusing to the
recipient who does not understand how he or she became over-
paid in the first place.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

(SOCIAL SECURITY) PROGRAM ELIGIBILITY REQUIREMENTS

Retirement benefits:
General vesting Fully insured status--40 quarters
requirements of coverage, or one quarter of
coverage for each year after 1950
(or each year after attaining
age 21, if later) with a minimum
of 6 quarters.

Eligibility
requirements:
Retiree Full benefit at 65. Reduced
benefit at 62.

Disabled employee Total disability only. Must have
20 quarters of coverage out of
the last 40 preceding disability.
Reduced work credit requirements
for disability before age 31.
Fully insured status also required.

Spouse Employee awarded age or disability
benefit. Full benefit at 65 or any
age with child in wife's care. Re-
duced benefit at 62.

Divorced wife Must have been married to employee
for 20 years (10 years starting in
1979). Age requirements same as
for spouse.

Child Employee entitled to age or dis-
ability benefit. Under age 18 or
full-time student, ages 18-21 or
age 18 or older with total dis-
ability beginning before age 22.

Survivor benefits:
General vesting Employee fully insured. Lump-sum,
requirements . widowed parent of child, and chilad
survivor benefits available if
the employee was only currently
insured--6 quarters of coverage
in the 13 preceding death.
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Survivor benefits
(continued):
Eligibility require-
ments:
Aged widow(er)

Disabled widow(er)

Divorced wife

Remarried
widow(er)

Widowed parent of
employee's child

Child

Employee's parents

Person with an in-
surable interest
designated by
employee

Other benefits:
Supplemental

APPENDIX III

Full benefit at 65. Benefits are
reduced 28-1/2 percent at age 60.

Age 50 and totally disabled.
Benefits are reduced to 50 percent
of the full rate payable at age 65.

Must have been married to employee
for 20 years (10 years starting in
1979). Age requirements are same
as those for aged, disabled, or
widow{er) with children.

If remarriage occurs after age 60,
benefits continue. No benefits if
under age 60, but if remarriage
terminates, benefits resume.

Caring for a child under 18 or a
disabled child.

Unmarried, under age 18 or full-
time student 18 through 21, or
over 18 and became disabled
before 22.

Age 62, unremarried, dependent of
employee at time of employee's
death.

No benefit.

Benefits increased by 1/12 of
1 percent for each month between

‘ages 65-72 that employee delays

retirement. This delayed retire-
ment credit is increased to 1/4 of
1 percent for workers reaching 62
after 1978.
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Other benefits
(continued):
Insurance lump-sum

Residual payment
(return of con-
tributions)

Military service
credits

Restrictions to
benefits:
Work and income
restrictions

Dual benefit
restrictions

APPENDIX ITII

Payable for all deaths of insured
employees.

No benefit.

Noncontributory wage credits
allowed for military service before
1957, but not if a benefit is pay-
able by another Federal agency
(other than VA) based on the same
period of service. Military earn-
ings have been taxable under
social security since 1957.
Military personnel receive addi-
tional, noncontributory credits

of up to $1,200 per year for serv-
ice after 1957.

Benefits reduced $1 for each $2

of earnings above annual exempt
amounts, unless after age 71. ©No
special restrictions for disability
benefits.

Individuals entitled to more than
one social security benefit receive
only the highest one. Certain
spouse and widow(er) benefits
reduced by amount of public pen-
sions based on their own earnings.
Disabled worker's benefits reduced,
in some cases, for workmen's com-
pensation benefits (both benefits
together cannot exceed 80 percent
of final earnings).
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OLD~-AGE, SURVIVORS, AND DISABILITY

INSURANCE PROGRAM SOURCES OF FINANCING

Employee contributions For 1979, 6.13 percent of yearly
earnings up to $22,900 (includes
1.05 percent for health insurance).

Employer contributions Employer matches employee contribu-

tions.
General revenue Direct appropriations for (1) mili-
appropriations tary service credits and (2) benefits
to certain uninsured individuals over
age 72.
Other Income from investments.
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VA IMPROVED PENSION PROGRAM

MAXIMUM ANNUAL AND MONTHLY PAYMENT RATES

JULY 1979
Maximum
annual Monthly
Benefit description amount amount
Veteran without dependent spouse
or child $3,902 $325.17
Veteran with one dependent (spouse
or child) 5,112 426.00
Veteran in need of regular aid and
attendance without dependents
(spouse or child) 6,243 520.25
Veteran in need of regular aid and
attendance with one dependent 7,453 621.08
Veteran permanently housebound
without dependents 4,770 397.50
Veteran permanently housebound
with one dependent (spouse or
child) 5,980 498.33
Increase for each additional
dependent child 660 55.00
Increase if veteran not made
eligible for VA educational
assistance or home loan benefits 880 73.33
Surviving spouse without dependent
child 2,615 217.92
Surviving spouse with one depend-
ent child 3,425 285.42

Surviving spouse in need of regu-

lar aid and attendance without

dependent child 4,183 348.58
Surviving spouse in need of regu-

lar aid and attendance with one

dependent child 4,993 416.08
Surviving spouse permanently

housebound without dependent

child 3,196 266.33
Surviving spouse permanently

housebound with one dependent

child ' 4,006 333.83
Increase for each additional
dependent child 660 55.00
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Maximum
annual Monthly
Benefit description amount amount
Surviving child where there is a
surviving spouse eligible for
pension benefits, but the child
is not in such surviving spouse's
custody S 660 S 55.00
Surviving child where there is no
surviving spouse : 660 55.00
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SSI FEDERAL BENEFIT RATES FOR ELIGIBLE PERSONS--JULY 1979

Quarterly
Yearly (note a) Monthly

Individual $2,498.40 $624.60 $208.20
Individual in household of
another and receiving

support and maintenance 1,665.60 416.40 138.80
Individual in medical treat-
ment facility {(note b) 300.00 75.00 25.00

Individual with eligible spouse

(including either in household

of another and receiving sup-

port and maintenance) 3,747.60 936.90 312.30
Individual with eligible

spouse (both in household

of another and receiving

support and maintenance) 2,498.40 624.60 208.20
Individual with eligible spouse

(both in medical treatment

facility(s)) (note Db} 600.00 150.00 50.00
Essential person increment
(note c) w 1,250.40 312.60 104.20

a/Quarterly Federal benefit rates are used for the quarterly

" computations except when there is 1 or 2 months of ineligi-
bility within a quarter, or changes in basic eligibility
status occur.

b/Any essential person increment(s) payable to an individual
in a medical treatment facility is added to the individual's
$25 Federal benefit rate.

E/An essential person increment is a benefit paid for a person

who

--for the month of December 1973, was a person whose needs
were taken into account in determining the needs of the
qualified individual for aid and assistance under a
State plan;

--lives in the home of the qualified individual;

--is not eligible in his or her own right for SSI payments;

--is not the eligible .spouse of the qualified individual
or any other individual; and

--does not have income or resocurces in an amount that causes
the qualified individual to lose eligibility for SSI
payments. '

If for any month after December 1973, a person fails to meet

each of these conditions, that person will lose essential

person status.

62




APPENDIX VII

APPENDIX VII

SSI AVERAGE MONTHLY AMOUNT OF FEDERALLY ADMINISTERED

STATE SUPPLEMENTATION,

BY REASON FOR

ELIGIBILITY AND STATE,

JUNE 1979

State

Total

Arkansas

California

Delaware

District of Columbia
Florida

Georgia
Hawaii
Iowa
Kansas
Louisiana

Maine
Maryland
Massachusetts
Michigan
Mississippi

Montana
Nevada

New Jersey
New York
Ohio

Pennsylvania
Rhode Island
South Dakota
Tennessee
Vermont

Washington
Wisconsin

E/Not computed for fewer than five persons.

Average monthly amount

Total

$ 75.15

18.64
109.18
64.37
74.16
28.15

23.33
38.22
40.48
34.57
16.55

20.72
34.85
86.29
59.22
13.91

84.07
49.96
23.83
54.00
25.33

32.64
32.38
25.59
27.24
44.55

33.92
77.87

Aged
$71.98

19.72
99.56
57.81
66.65
33.98

20.66
32.95
56.51
37.28
16.28

18.02
34.89
83.28
51.04
14.83

62.62
43.23
23.31
54.37
26.40

31.01
29.70
24.62
20.98
40.94

30.10
67.67

Blind

$105.96

17.84
143.25
48.69
50.30
26.43

23.12
35.65
24.54
37.29
29.86

20.70
34.91
142.04
42.01
9.87

133.00
115.77
21.37
50.69
30.69

36.41
33.71
29.75

la)
39.86

38.37
87.51

Source: SSA's Office of Research and Statistics.
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Sisapied

$§ 76.52

16.14
116.03
72.31
76.86
20.02

28.78
44.20
57.07
33.28
20.98

23,24
34.82
85.08
64.42
11.56

85.60
24.23
53.83
24.05

33.49
34.25
26.09
38.00
47.55

36.04
87.99



APPENDIX VIIT APPENDIX VIII

SSI AVERAGE MONTHLY AMOUNT OF STATE-ADMINISTERED

STATE SUPPLEMENTATION, BY REASON FOR

ELIGIBILITY AND STATE, JUNE 1979

Persons with State supplementation only

State Total Aged Blind Disabled
Alabama $ 57.50 $ 54.02 S 75.45 S 67.49
Alaska (note a) 89.56 81.43 172.33 96.93
Arizona 118.74 127.47 (b) 47.52
Colorado 92.93 78.22 135.46 148.23
Connecticut 119.37 112.65 96.34 123.03
Florida (note c) - - - -
Idaho 63.11 58.39 81.57 68.84
Illinois 110.52 79.36 80.83 118.54
Kentucky 122.04 123.04 124.22 117.86
Maryland d/90.27 (e) (e) (e)
Minnesota (note a) 108.30 101.21 95.50 113.17
Missouri 47 .67 37.27 161.52 49.38
Nebraska 66.68 44.78 71.00 84.12
New Hampshire (note e) - - - -
New Mexico (b) - ~ (b)
North Carolina 136.01 138.22 160.63 129.066
North Dakota (note f) (b) (b) - (b)
Oklahoma 50.98 53.74 55.07 45.11
Oregon 29.61 28.95 40.93 29.47

South Carolina (note c) - -
South Dakota (note e) - - - -
Utah (note c¢) - - - -
Virginia (note e) - - - -
West Virginia (note c) - - - -

E/Represents April 1979 data for Alaska and February 1979 data
for Minnesota; data not available for June.

b/Not computed on base of less than $500.

E/No person receives State supplementation only.

d/Includes data not distributed by reason for eligibility.

e/Data not available.

E/Excludes data for optional supplementation; data not available.

Source: SSA's Office of Research and Statistics.
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APPENDIX IX

SSI PROGRAM RELATIONSHIP TO MEDICAID

PROGRAM STATE VARIATIONS

Categorically eligible States

Alabama
Alaska
Delaware
Florida
Georgia
Idahd
Iowa
Louisiana

Nevada

New Jersey

New Mexico
Oregon

South Carolina
South Dakota
Texas

Wyoming

Medically needy States

Arkansas
California

District of Columbia

Kansas
Kentucky
Maine
Maryland
Massachusetts
Michigan
Montana

New York
North Dakota
Pennsylvania
Rhode Island
Tennessee
Vermont
Washington
West Virginia
Wisconsin

States using more restrictive

criteria than SSI and making

their own determinations

Colorado
Connecticut
Hawali
Illinois
Indiana
Minnesota
Mississippi
Missouri
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North Carolina
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Notes: 1. States basing Medicaid payments on SSI eligibility
can be categorized into two groups-—--"categorically
eligible"” States and "medically needy" States.

For categorically eligible States, Medicaid eli-
gibility ceases with SSI ineligibility. For
medically needy States, an individual ineligible
for SSI because of excess income may still be
eligible for Medicaid, if the recipient uses the
excess income for health care and thus spends
down to State-prescribed levels.

2. Arizona has no Medicaid program.

Source: "Social Security Bulletin," February 1979, Volume 42,
Number 2. ,
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

HUMAN RESOURCES
DIVISION

Dear Mr.

In November 1978, the Chairmen of the House of
Representatives and the Senate Committee on Veterans' Affairs
asked the General Accounting Office to prepare a report on
various aspects of the veterans' pension program, and the
social security retirement, disability, and supplemental
security income programs.

In part, the Chairmen asked our Office to describe the
coordination between the Veterans Administration (VA) and
the Social Security Administration (SSA) in providing bene-
fits and to describe the inconsistencies, inequities and
undesirable features, if any, in the treatment of needy
persons under the above-mentioned programs.

As part of our review, we are seeking the comments of
the major veterans' organizations concerning the Improved
Pension Program.

In February 1978 responded favorably to H.R. 10173,
the House Committee's version of the "Veterans' and Survivors'
Pension Improvement Act of 1978."

Now that Public Law 95-588 has been enacted and your
organization has had the opportunity to examine the legisla-
tion and the impact the resultant changes may have on your
membership, we are requesting your views on what features
may still be inequitable or undesirable, if any, and sug-
gestions on how these areas may be improved.

We are also seeking any information which your organi-

zation may have developed comparing any or all of the
programs included in our review.
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Finally, we would appreciate your comments on the
feasibility and desirability of Veterans submitting a
consolidated application for both VA and SSA benefits.
That is, when a veteran becomes eligible for both VA and
SSA pension benefits submitting one application which
could be used by both agencies to determine eligibility
and allowable benefits.

We would appreciate receiving your comments on these
matters in writing or, if you prefer, my staff would be
happy to meet with you to discuss your views.

If you have any questions conerning our present
assignment or this request please contact Mr. Frank Guido
of my staff on (202) 389-5287).

Thank you for your cooperation.

Sincerely yours,

George D. Peck
Assistant Director
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(202 L9 4.1 *
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June 26, 19479

Mr, George D. Peck

Asgsistant Director

United States General Acco mting Office
Washington, DC 20548

Dear Mr, Peck:

This is The American Legion reply to letter of April 25, 1579
that you addressed to Mr. ¢i. Michael Schlee, Executive Director of The
American Legion Office in Washington, DC,

Paragraph 5 of vour Jetter invites an appraisal of PL 95-588,
the Veterans and Survivors Pension Improvement Act o 1978, in its present
stage of implementation, Faragraph 6 of your letter invites information the
Legion may have developed comparing both VA and SSA administered programs,
Paragraph 7 of your letter :sks for comment on the fea.ibility or desirability
of submitting a consolidated application for both veterans and social security
benefits,

Because The American Legion restricts its interests and activities
to veterans programs, we will not respond to the reque st contained in paragraph
6 of your letter., We will r:spond te paragraphs 5 and *

As pointed out in your letter, The American {Legion did, in February
1978, respond favorably to H, R, 10173, the HHVAC vercion of the ''Veterans
and Survivors Pension Improvement Act of 1978,"" We did so because H,R,
10173, with some differences, most closely parallelled what we were seeking
in Resolution No. 360 (Iowa), adopted by our 1977 Naticnal Convention, A copy
of Resolutidh No. 340 is enclosed.

Because of the cust guidelines given the Corm nittee Chairmen by
President Carter, and the philosophical differences on jension between the
House and Senate VACs, as expressed in S, 2384 and H R, 10173, the final
version of H, R, 10173 differed significantly from its F-bruary 1978 reported
format,
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Qur current Resclution No, 442 (lowa) (copy 'aclosed), adopte? by
the 1978 National Cunventinn, reiterated what we were . zeking under Resolution
No. 360. Based on this resolution, we have several di: wigreements with
PL 95-588, approved November 4, 1978, These ace:

Surviving Spouses - our resolution does not s .ipport parity between
the rates of pension payabl. to veterans (primary benef :iaries) and to their
surviving spouses (seconlary beneficiaries), but it doe: seek the traditional
80 percent relationship,

We asked for a $3100 (1978 dollars) annual r:te for the spouse alone,
and $4400 for a spouse with one child, PIL 95-588 authurized annual rates of
$2379 and $3116, both only 67 percent of the annual rates authorized for veterans
alone und with a dependent. And the authorized annual rates are substantially
below the poverty thresholds of $3140 and $4160 (1978 dollars) for one and two
person families, non-farm, in the continental States, established by the Bureau
of Censusg for its Poverty Families count in its Current Population Reports,
These thresholds were indexed for April 1978 to reflect the CPI advances since
April 1976, the date of the Census Advance Report,

Dependent Child - Legion resoclution advanced the annual rate of $3100
(1978 dollars) for each child reduced by any income, e:rned or unearned. FPL
95-588 authorized each ¢hild an annual rate of $600, wih provisior to exclude
from annual income deterniirations, the child's current work income up to the
amount of income required before the child must file ar [RS Report, currently
$2950; and amounts of the child's current work income -~qual to amounts paid by
the child for post secondar educational or vocational training expenses,

Again, it is evident the annual rate is much bclow what the Legion
was advocating, and well below the poverty thresholds,

Special Annual Rate of $800 - our resolution would have authorized a
specific rate of pension at age 78; for a veteran alone of $4160 and for one with
a dependent of $5920.

PL 95-588 provides for an $800 increment in all annual rates other-
wise payable, but restricts this increment only to thos¢ whose war service did
not entitle them to educaticnal assistance or home loan benefits similar to those
presently authorized under chapters 34 and 37 of title 33, USC,

i
Our objection is applied to the inequitable su»position that all veterans
of later wars, WW 1I, Korea, Vietnam, advantaged theinselves of the GI bill.
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To us it would be more equitable if the provis »n were so as to
authorize the $500 increase {or any veteran of any qualil,ing war period, who
had not used either chapter 4 or 37 entitlements, We are positive that if such
programs were available to veterans of wars earlier the - WW I, *here would
not have been 100 percen: narticipation on the part of the se who are advantaged
by the $800 add-on if found ligille to receive pension w der the improved
pension progra-,

For those under the old provisions of section .21 of title 38, USC,
the law provided a 25 percent increase for any age 78 ur older veteran eligihble
for disability peusion.

Spouse's Income - in our resolution, we supported an amendment that
would rrovide for exclusion of ilie spouse's income of $2200 of unearned or
$7200 of earned, whichever is the greater,

As approved, 1L “5-588 includes the spouse's income in the annual
income determination as weil as that of a child or children unless it is established
that the income of the child »r children is not reasonably available to the veteran.

While we are ext:emely dissatisfied with the total inclusion of the
spouse'’s income as the veteran's income, we continue t. believe there should be
exclusion of the child's incorme {from that of the veteran /or the purpose of his
pension payment eligibility. We believe our position is (ortified by the special
current work inceme provision for children, to which reference is made earlier
herein,

Qur concern in ttig area also carries to that nart of section 541 which
states that the income of a hild of the veterar. shall be .-onsidered income of the
spouse if reascnahly availabile to the spouse.

Net Worth - aside from less than irrevocable transfer of estates or
portion of estates to create eligibility, the Legion has been opposed to the
consideration of others in determinations of entitlement to receive pension
benefits, In each case, e¢ntitlement should rest on the individual's net worth,
and not on that of other fam:ily members,

With respect to the purport of your letter as 't relates to Social
Security Administration programs, we lack jurisdictionl experience, since
we are barrved by internal American Legion policy from involvement in programs
that do not pertain to veterans only, or to their dependets and survivors,

With reference tc your inquiry as to our opin'cn as to the feasibility

and desirability of a consolidated application form for bth veterans and social
gsecurity benefits, ouwr reaciion has to'be negative,
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it occurs to us that the claimant for VA progr ms niight be confused
by the necessity of addressing himself to requirements + r more than one berefit
on a single form, it has beon the longtime and consister policy of the Legiou to
seek the "'single agency’ concept in the administration o veterans henefits, By
which we mean that, in cur udgment, the veteran and hi+ family fare better when
they have to deal only witn the Veterans Administration 1 making unplication
for bruefits provided on thr nasis of military service,

In summary, we should say that the administr *tion of PL 95-538 has
only . .nmenced since Janai.ry 1, 1979, A large percertage of beneficiaries are
still in the election process. Also, the first experience witn indexing is about
to happen, with as yet unknown impact on beneficiaries,

We must add that the new law is generally unpopular with Acrerican
Legion Service Officers thr. ughout the country, This prohably reflects their
experience with veterans who are realizing no gain in benefits in view of the
revised provisions for ccunting income, especially that ~f spouses,

We anticipate that some of the American Legion State Organizations
will come to our National C.avention in August with pronosais for a revised
mandate seeking changes in PL 95-588. We will be able to provide GAQC with
an addendum to our apprais-l of the new law following th National Convention,

if that should be desired,

Sincerely,

R. E. LYNGH, Dipector
National Vetera £ Affairs and
Rehabilitation C mumission

Encls.

L]
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May 25, 197¢

George D. Peck

Assistant Directer

U.S. General Accounting Uffice
Washington, D.C. 20548

Dear Mr. Peck:

In compliance with vour request of April 25,‘1979, the following
information relating to Public Law 95-588 is furnished.

A canvas of our National Service Officers has disclosed a keen
disappointment and complcte dissatisfaction with the improved Pension Act
of 1978. Ir my cpinion, much of the critism of the rewly enacted law
stems from & preconceived misunderstanding.

Most veterars believed that the Improved Pensior Act of 1978 would
result in across the board raises in rates. The failure to furnish informa-
tion to the veteran constituency as to the purpose anl aims of the legisiation
resulted in many misconceptions. I quote a comment from one of our National
Service Officers, which may be considered as typical: "I believe that we
all feel that the veterans organizations have failed the veterans who have
yet to apply for pension. In most instances only veterans who will qualify
for pension are those who will not get Social Security - those who never
worked under Social Security, and to a great extent t»ose who never worked
at all. Veterans pensicn therefore becomes a weifare handout largely to
derelicts and in a singuiar 'face saving' gratuity tc needy veterans and
widows awarded by a grateful nation to help them exist slightiy above the
poverty level."

Much of the dissatisfaction with the Improved Pension Act of 1978 arises
from the fact that many veterans who would have qualified under Public Law
86-211 do not qualify unier Public Law 95-588. The rew law, of course, addresses
itself to the need concent which is theoretically the basis for the existence
of a pension program. Eut whether one agrees or not with the basic aims of
Public iaw 95-588, we beiieve certain modifications «re indicated to eliminate
apparent inequities.

For example, it seeus unreasonable to deny aide and attendance to those
who elect to take benefiis under Public Law 86-211, vhere their eligibility
thereto arises after Janruary 1, 1979. In addition, tre limits for widows
alone and children appear to be inadequate, particulirly if viewed in a "need"
context. Since almost ail children are in receipt ot Social Security benefits,
they exceed the S600 (or %659 after June 1, 1979) liritations.

COUET . MAKE THE 15 .H ANNIVERSARY OF AMVYETS THE LQFLA:'EST‘A"
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Similarly, the child’'s income is not always readily available to the
veteran and therefore should not be considered in determ ning the veterans
entitlement to pension.

Public Law 95-588 changes the effective date of reduction and termination
of pension from the end of the year rule to the end of the month rule where
there is an increase in income. This change will result in the creation of
many overpayments even where the beneficiary promptly reports. It is not
realistic to expect the Veterans Administration to act on each determinaticn
on time to avoid overpayments. It would appear, therefore, to be equitable
and preferable to terminate the awards effective as of the date of iast payment.

Regarding the matter of consolidated applications for both veterans' and
Social Security benefits, we are not in favor of the subiiission of one application.
Past experience with a familiar provision in Title 38, Uiited States Code 3005,
wherein an application is considered to be a claim for both DIC benefits and
Social Security proved to be very unsatisfactory.

We hope that the above comments and observations prove to be helpful to

you.
Sincerely yours,
“';:;:;EEEE?‘;::!msky ‘\\
Mational Service and Legislativ: Director
GB:gf

cc: Ray Roberts, Chairman of Committee on Veterans Affairs
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VETERANS OF FOREIGN WARS
OF THE WUNITED STRATES

FOUNDED 60 fw

orrice or
EXECUTIVE DIRLCYOR

WASHINGTON OF FiCE
V. F W MEMORIAL BLILDING

200 MARYLAND AVENUE N E

WasmingToN.D. C 20002
May 10, 1979

Mr. George D. Peck

Assistant Director

Human Resources Division

U. S. General Accounting Office
Washington, D. C. 20548

Dear Mr. Peck:

Receipt is acknowledged of vour letter wherein you solicit
our comments with respect to that which you identify as the "Improved
Pension Plan”" for veterans.

First, permit me to state that we do not believe Public Law
95-588, the "Veterans' and Survivors' Pension Improvement Act of 1978,"
was either intended or enacted for the benefit of veterans and their survi-
vors. As you may recall, Senator Alan Cranston, the Chairman of the Senate
Veterans' Affairs Committee, stated in the Congressional Record of May 4,
1977 that, "It is extremely important that a reform law be enacted now
so that a restructured program can be established before the expected wave
of World War II veterans enters the pension svstem." In other words, the
intent of the law with its more stringent income levels is to keep World
War 11 and subsequent veterans off the pension rolls unless they are
nearly destitute. To accomplish this, some "front money'" has been put
up to save considerably more money in years to come.

The V.F.W. did, in fact, support H.R. 10173 with certain
stipulations and recommendations for a number of improvements and opposed
the Senate companion bill, S§. 2384. 1In addition, and only through our
concerted effurt, were we able to keep out provisions in the Senate bill
alien to the hension program when the conferces agreed upon that which
became law.
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On: of our continuing priority legislative goals bhas been
to "support restructuring of the pension program only if substantially
more generous than benefits in cash and in kind gratuitously furnished
welfare recipiaents or aliens."”

The current assured income level of a veteran alone, counting
3ll income from all sources, is $3550 a year and for a surviving spouse
alone $2379. At the same time, the maximum benefits for SSI recipients,
including aliens who may not only have done nothing for our nation, but
who in the past may rot have acted in our hbest interest, exceeds in
several states the assured income for a veteran alone and in many states
the assured in:ome for a widow alone. Turthermore, under the SSI program
there are exclusions not available to veterans or their survivors. For
example, $20 of monthly income from any source such as Social Security
benefits and for all aged, blind and disabled recipients, the first $65
of monthly caraings plus one-balf of the remaining earnings are disregarded.
Although we opposed a provision in S§. 2384, which would have made the pen—
sion program z social welfare work incentive program rather than a disability
program, it ic inconeivable that any welfare recipient should be treated
more generously by our government than those who served our nation in
uniform during pericds of war and hostility and their survivors.

Nctwithstanding the foregoing, Public Law 95-588 does grant
needed increaced assistance to those at the very lowest economic level
and the "grancfathering'" of those choosing to remain under the provisions
of Public Law 86-211 made the legislation more palatable.

With respect to your proposal of a consolidated application
for both veterans and Social Security benefits, we would oppose this
commingling of applications to separate agencies.

1f you have further questions, we would be happy to respond
thereto and with best wishes and kindest regards, I am

Sincerely,

e i Al
f_,/",,-," T » // 4
COOPER T. HOLT
Executive Director

&
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ESTIMATION METHODOLOGY

SAMPLE SELECTION

All samples were generated from benefit records contained
on computer magnetic tapes. In many cases, determining re-
quired sample sizes was difficult due to the lack of prior
information on the variables to be analyzed. We drew samples
of sufficient size to provide reasonable estimates, as re-~
flected in the final results for sampling error and statis-
tical confidence levels. Where computer counts of selected
characteristics could be made, our sample sizes were large.
In other cases, however, available audit review time to per-
form detailed analysis of manual supporting records limited
sample size.

We selected the samples using a systematic random sampl-
ing (interval sample) methodology. By dividing the universe
size by the desired sample size, we computed the necessary
sampling interval. Using random numbers, we selected a
starting point within this interval. We then wrote a computer
program to select the record at the random start and subse-
quent records at the sampling interval.

ESTIMATION METHODOLOGY

Estimates were developed using standard estimation
procedures for unrestricted random sampling. Where the
population, sample size, and sample statistic supported the
assumption of a normal distribution, we used the standard
normal variable to compute the estimate. Where this assump-
tion could not be supported, we computed the estimate based
on a noncentral distribution.

To determine the annual dollar effects, we extrapolated
the monthly amounts from the sample and applied a factor equal
to the average number of months benefits were paid during the
year.

Estimates and related confidence intervals are shown
in the following table:
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Estimates and Related Confidence Intervals

{computed at the 95-percent level of statistical confidence)

Population imiverse Fxpected
Pescription size estimate range
A. sSocial Security and VA Recipients
1. 88A provided benefit data to VA 1,264,700
a. Pensioner did not report social
security bhenefit to VA
Percent 12.78 12.60 to 12.964
Number 161,600 159,400 to L63,300
b. VA overpayments for pensioners who
did not report
Percent a/6.38 3.52 to 10.76
Number 10,300 5,700 to 17,400
Average monthly dollar amount b/77.38 -
Total monthly dollar amount 791,300 217,900 to 1,378,700
2. 8S8A d:id not provide any data to VA 112,300
a. SSA had identifying data available
to give VA
Percent 32.1R8 9.77 to 93.55
Number 103,500 100,800 to 105,100
b. S8SA had benefit data available to
give VA
Percent 67.A5 64.0 ro 71.7
Number 76,200 71,9200 to 80,500
(1) Social security benefit correctly
reported by pensioner (note c)
Percent R5.6 R2.1 to 89.1
Number 65,200 60,700 to 69,800
(2) Social security benefit incorrectly
reported by pensioner (note c)
Percent 14.4 10.9 to 17.9
Number 11,000 R,200 to 13,700
(a) VA pension was not affected
Percent 4.45 2.81 to .92
Number 3,400 2,100 to 5,300
{b) Effect on VA pension could not
be determined
Percent 1.05 .33 to 72.54
Number . . 800 300 to 1,900
{c) VA pension was affected
Percent R.9 6.42 to 12.09
Number 6,800 4,900 to 9,200
(1} overpayments of VA pensions
average monthly dollar
amount b/22.29 -
Total monthly dollar -
amount 137,800 126,400 to 149,200
(2} Underpayments of VA pensions
Average monthly dollar
amount h/35.21 -
Total manthly dollar -
amount 21,100 100 to 5R,20N
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Description

B. SS1 and VA Recipients

1.

Did not elect improved VA pension
(May 1979)

a.

Did
a.

VA benefit underpaid--pensioners
reported SSI benefits as social
security benéfits

Percent

Number
Average monthly dollar amount
Total monthly dollar amount

VA benefit would not increase if
elected improved pension benefits

Percent
Number
VA benefit would increase if elected
improved pension benefits
Percent
Number
(1) Also SSI benefit would continue
Percent
Number

One spouse receiving VA, both receiv-

ing 8SI
Percent
Number

One spouse receiving VA, other receiv-
ing S81I

percent
Number

elect improved VA pension (May 1979)
VA benefit underpaid--pensioners re-
ported SSI benefits as social secur-
ity benefits
Percent
Number
Average monthly dollar amount
Total monthly dollar amount
One spouse receiving VA, both receiv-
ing SSI
Percent
Number
one spouse receiving VA, other re-
ceiving 881
Percent
Number
Nne spouse receiving VA, neither
subsequently receiving SSI
Percent
Number
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population Universe Expected
size estimate range
97,500
2.0 1.0 to 3.8
2,000 1,000 to 3,700
b/34.07 -
~66,300 300 to 143,300
d/40.88 33.72 to 48.04

733,800 27,900 to 39,700
d4/59.12 51.96 to 66.28
748,900 43,000 to 54,800

£/28.7 -
g/14,000 12,300 to 15,700

8.23 5.83 to 11.33
/6,800 4,800 to 9,400

.25 0 to 1.65
e/200 1 to 1,400

4,600

2.76 1.75 to 4.46

100 100 to 200

b/62.77 -

8,000 3,100 to 13,000

2.3 1.33 to 4.03
e/60 350 to 1,100
.92 .22 to 2.35
e/250 50 to 650
1.15 .45 to 2.58
e/300 100 to 700
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Description

C. VA Requests for SSA Data

1. All requests
SSA provided data
SSA did not provide data

2. Requests for deceased veterans
Percent
Number
' Veteran deceased in 1978
’ Percent
Nunber
Veteran deceased before 1978
Percent
Number
(a) SSA provided data
Percent
Number
(b) SSA did not provide data
Percent
Number
(1) SSA searched using the wrong
social security number
Percent
Number

D. VA and Black Lung Recipients

$SA indicated VA pensioner receiving black
lung benefits

1. Pensioner correctly reported black lung
benefits
Percent
Number

2. Pensioner incorrectly reported black
lung benefits
Percent
Number
Average monthy dollar effect on
VA pensions
Total monthly dollar effect on
VA pensions

*Less than .0l percent.

Population
size

Universe
estimate

1,377,000
1,264,700
112,300

5,100

45.03
620,100

.10
1,400

44.93
618,700

46.46
587,600

28.95
32,500

12.61
14,200

61.45
3,100

38.55
2,000

b/84.65

165,400

APPENDIX XIV

Expected
range

37.06 to 53.00
510,300 to 729,900

* to 2.36
to 32,600

36.96 to 52.90
508,900 to 728,400

37.78 to 55.13
477,900 to 697,200

25.23 to 32.67
28,300 to 36,700

9.87 to 15.34
11,100 to 17,200

54.17 to 68.73
2,700 to 3,500

31.27 to 45.83
1,600 to 2,300

133,406 to 197,300

E/Based on the estimated 161,600 pensioners who did not report their social security benefit

to VA.

b/Average for incorrect cases only.

S/Based on the estimated 76,200 pensioners for whom SSA had data available to send VA.

d/Based on a subsample.

e/Estimated number for October 1979.

since sample is from May 1979 population, assumption

wag made that October 1979 population would exhibit similar characteristics.

f/Based on actual experience, not an estimation.

g/Based on the estimated 48,900 pensioners whose VA benefit would increase, if electing im-

proved VA.
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Office of the Washington, D.C. 20420
Adrministrator
of Veterans Affairs

“V\ Veterans

Administration
APRIL 9-13980 JRELETN

N *
3 »
@ S
£ &
Mr. Gregory J. Ahart ?% ‘§
Director, Human Resources Division WS apmints*

U. S. General Accounting Office
Washington, DC 20548

Dear Mr. Ahart:

Thank you for the opportunity to review your February 14, 1980 draft

report,

"VA Improved Pension and Social Security Program-—How Do They

Compare and How is Benefit Data Coordinated?" which resulted from a
study requested by the Chairmen of the House and Senate Committees on
Veterans' Affairs. The report compares the Veterans Administration
(VA) improved pension program and the Supplemental Security Income
(8S1) program, and discusses two undesirable features related to them.
In addition, the report describes how the VA and the Social Security
Administration (SSA) coordinate the delivery of VA pension, social
security, Federal Black Lung, and SSI benefits to needy veterans with
nonservice~connected disabilities. The recommendations concerning the
programs will be addressed in the order they appear in the report.

GAO recommends that I:

-~Use the January 1979 SSA annuval data exchange information

to adjust pension payments as necessary, and recover over-
payments and pay underpayments.

The January 1979 SSA annual data were used. This information was input

in May
efits.

1979 and used to update the amount of monthly social security ben-
Improved pension and parents' Disability Indemnity Compensation

(DIC) cases were updated and reviewed again when the SSA furnished us
monthly data after the June 1, 1979 cost of living increase of 9.9 per-

cent.

In section 306 and old law pension cases, the VA record retained 1978

income

data and did not reflect 1979 income. However, with new verified

monthly social security data, these cases, including those exempt, were

reviewed and cases terminated if warranted. An exception was made if the
case was scheduled for termination on or after January 1, 1979. When new
verified monthly social security data were received, the cases which had

social
viewed
longer
to let

GAO note:

security income and which were scheduled for termination, were re-~
to see if the termination should stand. If the termination was no
valid, a computer-generated message was issued to regional offices
them know the case should be reviewed.

The page references in this appendix may not cor-
respond to the page numbers in the final report.
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The improved pension law went into effect in January 1979, and the
election notices were sent out in March 1979. Even though the January
1979 SSA annual data were not used until May 1979, a minimal number of
overpayments would have resulted since the earliest possible date for
issuing a check under the improved pension law would have been April
1979. Any overpayment discovered when the SSA data were used in May
would have been recouped by withhelding that amount from subsequent
checks.

The "end-of-year" rule for section 306 and old law pension cases was in
effect for 1978; therefore, increased social security income would not
have created an overpayment. At this time our records contain current
income information, not 1978 data. Because of this, any review of the
cases that might have been underpaid would have to be made manually.
In connection with this, we would like to point out that any case in
which the rate of payment was adjusted during the 1978/1979 income
questionnaire season, a letter was generated to inform the beneficiary
of the action and the income used in the determination. If the income
information used was not correct, the beneficiaries were responsible
for informing the VA.

--Establish a data exchange to verify Federal Black Lung
benefits and review other Federal benefit programs to
determine the need for, and feasibility of, obtaining
benefit information from other agencies.

We concur. We see the need to verify annuity benefits, other than social
security, with other Federal agencies. To this end, we have contacted the
SSA and the Department of Labor regarding Black Lung data, the Office of
Personnel Management for Civil Service data, and the Railroad Retirement
Board for their data. In the interim, we plan to send letters twice a
year to improved pension and parents' DIC recipients who have income from
other annuities to request a report of their current annuity income, ex-
cluding social security.

--Stop providing records (1) during the annual data exchange
on veterans deceased over one year, and (2) during the
quarterly exchange for those pensioners who are not SSI
recipients.

We do not concur in the recommendation. The VA provides data to the SSA
on deceased veteran's accounts, when survivors are receiving VA pension
benefits, to verify the veteran's social security number (SSN), not for
any verification of payment data, The verified numbers are then used to
assist in identifying the surviving spouses's SSA record, and to obtain
payment data on the social security account for the survivors. SSA pay-
ments to the veteran's survivors affect VA death pension entitlement.
The disclosures help identify the correct amount of VA benefits to be
paid to surviving spouses.:
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The memorandum of understanding now being developed between the VA and
the SSA will result in an ongoing cyclical interchange and will elim-
inate the need for a total file bank review of all VA compensation and
pension accounts to identify SSI recipients. We expect this interchange
will be implemented during the first quarter of calendar year 1981.

This memorandum of understanding is being reviewed by the SSA and we are
awaiting their approval. Pending approval of the VA/SSA proposed memoran-
dum of understanding and additional programming modifications, this GAO
recommendation could be implemented only at the cost of missing many dual
payees. The SSI indicator codes in VA records, referred to om page 41,
are not current. Moreover, it is our understanding that the SSA could
identify VA recipients only by asking the recipient or the VA for this
information. Consequently, it appears that the recommendation that the
VA give SSA less than a complete computer run could presently be replaced
only by SSA giving the VA all SSI recipients, if complete cross—checking
is to continue.

GAQ also recommends that the Commissioner of the Social Security Admin-—
istration and I

--take necessary action to resolve identification problems
in the annual data exchange which prevents benefit data on
a large number of SSA~VA recipients from being provided to
VA for uge in verifying the accuracy of information being
provided by pensioners.

We concur. New VA Regulation 575 (38 Code of Federal Regulations (CFR),
section 1.575) requires verification of a claimant's SSN prior to the
award of VA income based benefits. VA manual, M21-1, paragraphs 7.13,
9.02, 9.41, 22.13c, and 32.16d, has been revised to reflect these require-
ments. Additional manual changes will be made, as needed, to require the
golicitation of necessary information from the claimant when it is not
available from the VA-SSA interface. This verification will help ensure
that when data are required from the SSA, all records can be properly iden-
tified. When the verification of SSN's and the cyclical interchange are
implemented, both agencies will have complete and accurate data without
exchanging unnecessary records.

While reviewing this report, my staff found several areas where relatively
minor changes are needed for the sake of accuracy and/or clarity. Those
portions we believe should be revised follow in order of appearance in the
report. These comments are directed toward the accuracy »f your account
of the legislative history and teuhn’cal provisions of Public Law 95-588,
the "Veterans' and Survivors' Pension *~provement Act of 1978."

Page 1, second paragraph, contains a misstatement which is found again on

page 2 (mid-page), page 9 (first sentence)}, the bottom of page 14 and the
top of page 15. The clear inference is that the Congress intended, by its
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enactment of improved pension, to assure veterans and their survivors com-
bined incomes in excess of the minimum standard of need. 1In our proposal
for pension reform we recommended that the rates be restructured to assure
all veteran and surviving spouse pensioners incomes at the level of the
national minimum standard of need. (Veterans Administration, 95th Congress,
2d Session, Analysis and Evaluation of the Nonservice-Connected Pension
Program 401, 405 (Committee Print 1978).) While VA's and other early
versions of the reform proposals included rates for surviving spouses

at or above the minimum standard, the Conferees who worked out the final
version of H.R. 10173, 95th Congress, were well aware that by limiting
maximum rates for surviving spouses to only two-thirds the rates for vet-
eran pensioners, the former would not be assured incomes at the minimum
need standard. The result was not achieved through inadvertence. There
were many reasons for the pension reforms proposed by the VA and the
Congress. Some of the reasons were mentioned in the first paragraph of
Appendix I, page 49, and we believe a conforming revision to the first

full paragraph on page 2 should be considered. [See GO note 1.

The first full paragraph on page iv contains the sentence, "We estimate
$14.5 million of inaccurate pension payments were made, principally in
1978." Clarification of the time frame over which these inaccuracies
allegedly occurred should be supplied. Also, inasmuch as no improved
pension payments were made in 1978, there is some question about the
relevance of this statement. [See GAO note 2.]

We realize that this draft report was written before the March §, 1980
agreement among Conferees on H.R, 3434, 96th Congress, to file a report.
However, because that report, whose chances for enactment and signature
into law are considered good, contains a provision which will obviate the
problem of "forced" elections of improved pension by certain $SI recip-
ients, extensive references to this problem should be revised. Examples
are the first full sentence on page v, the second paragraph on page 18,
near the bottom of page 23, from mid-page 26 through the first paragraph
on page 32, and the last paragraph on page 33. [See GAO note 3.]

In the context of what precedes it, the statistic in the last sentence,
first full paragraph on page 4, would seem to include only improved pen-
sion cases in which elections had been made; however, it appears that
both election and new cases are included. This needs to be clarified.
Alsd, SSI; Old~age, Survivors, and Disability Insurance; and Black Lung
program descriptions on pages 4-6 should briefly indicate the extent,

if any, to which receipt of improved pension affects entitlement under

those programs. [See GAO note 4.]

The footnote on page 10 seems to infer that the prior law pensiom pro-
grams were not need-based. It should be revised to indicate that, like
the prior law programs, the improved one is based upon financial need,
although the new program permits fewer exclusions in determining count-

able income. [See GAD note 5.]
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The first full sentence on page 13 is clear only if describing maximum
improved pension rates versus maximum SSI awards. Since the supplemental
state payments are primarily for the aged, blind, and disabled, it is inapt
to compare the combined $SI rates with the basic VA pension rate. A more
appropriate comparison would be with higher rates of pension payable to
those who are housebound or in need of aid and attendance, and the higher
rates for veterans of World War I and the Mexican border period. It may
be that maximum SSI rates never exceed these maximum pension rates.

[See GAO note 6.]
The table at the bottom of page 13 refers to a $66 per month improved
pension payment to an "individual in medical treatment facility." This
statement does not reflect current law. We assume that the reference is
to 38 United States Code, section 3203(a)(1l)(A) and (B}, which provides
for the reduction of improved pension benefits to $60 per month after a
veteran, without dependents, has been furnished domiciliary, hospital or
nursing home care by the Veterans Administration for specified periods of
time. In addition to amending the figure ($60), we suggest a footnote to
the following effect be added: ''Reduced rate applicable only to veterans,
without dependents, after VA has furnished domiciliary, hospital or nurs-
ing home care for specified time periods. Full monthly rate restored upon

discharge from VA care.” [See GAQO note 7.]

The second full sentence on page 35 is: "Before 1977, VA had no system—
atic method for independently verifying income information on these ques-
tionnaires, such as social security benefits.” This statement slights
pre~1977 VA procedures for income verification under 38 United States
Code, section 506(a), (1976), authorizing VA to "require from any person
applying for, or in receipt of, pension thereunder such information,
proofs, or evidence as the Administrator desireés in order to determine
the annual income and the corpus of the estate of such person." VA field
station personnel of the Department of Veterans Benefits were provided
procedural directives delineating the circumstances warranting submission
by pensioners of third-party verification of annual income. Similar au-
thority and directives are currently in effect. Also, selected benefit
data were obtained from the SSA prior to 1977, subject to certain Privacy

Act limitations. [See GAD note 8.]

The table on page 57 indicates (at mid-page) that the housebound or aid
and attendance considerations in the improved pemnsion program amount to
"add ons," when in fact such a status simply affects the maximum pension
rate to which a pensioner 1s entitled. These special rates are subsumed
within the category "VA pension,”" and should not be listed separately.
[See GAO note 9.]
The concluding sentence of the second paragraph, page 62, indicates that
the improved pension program is somehow deficient for its failure to
provide work incentives. Since the program is intended to remunerate
only permanently and totally disabled veterans, the suggestion that work
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incentives should be provided them is inappropriate. Nonetheless, the
improved program's drafters did include a provision to remove any disin-
centive to pursuing vocational rehabilitation. There is excluded from a
veteran or surviving spouse's income, for entitlement purposes, amounts
equal to amounts paid for courses of education or vocational rehabilita-
tion or training. 1In addition, should such veteran or surviving spouse be
in need of regular aid and attendance, the amounts paid, in excess of nor-
mal transportation costs, for tramsportation in connection with the pursuit
of such course of education, vocational rehabilitation, or training are ex-
cluded in derermining countable income. In the case of a child recipient,
an amount up to $3,300 of earnéd income is excluded from countable income.
[See GAO note 10.]
The last sentence on page 64 could lead one to believe that alcoholism and
drug addiction are "disabilities" which give rise to improved pension eli-
gibility. Primary alcohol or drug addition per se is considered to be a
disability due to "willful wisconduct,"” and hence as not giving rise to
entitlement. See 38 United States Code, section 521(a); 38 CFR, section
3.301(2),(3). However, any organic disability secondary to the primary
addictive condition, if of sufficient severity, can give rise to pension
entitlement. This should be clarified. [gee GAO note 10.]

We hope you will give favorable consideration to the requested changes.

Sincerely, ‘ (
g\&v . absence of

MAX CLELAND
Administrator
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GAO notes

Pertinent parts of the VA comments on the recommenda-

tions in the draft report and our evaluation of the comments
are shown in the body of the report. The disposition of
VA's other comments are shown in the following notes.

1.

We have clarified in the text of the report that the con-
ferees who worked out the final version of H.R. 10173,
‘95th Congress, were well aware that by limiting rates

for surviving spouses to only two-thirds the rates for
veteran pensioners, the former would not be assured in-
comes at the minimum need standard. Also, we have added
the conforming revision that VA has suggested.

We estimated $14.5 million of inaccurate pension payments
were made. This consisted of $14.4 million in 1978 for
section 306 and old law pensioners. The remaining amount
related to improved pensions in 1979. Our efforts in
reviewing coordination through automated data exchanges
were made for all pensioners, not just improved pen-
sioners, and was oriented toward improved use of SSA data
to adjust pension data.

The final report recognizes that on June 17, 1980, Public
Law 96-272 was enacted giving certain SSI-VA recipients
a choice in this matter.

The statistic of veterans and their survivors receiving
improved pension benefits has been separated and clari-
fied in the final report to avoid giving the impression
that the figure represented just those who elect such
benefits. Also, the effect of improved pension benefits
on all SSA programs in the report has been clarified.

The VA comments were incorporated in the final report
for clarity.

We revised the section to which VA referred to show that
we are, indeed, referring to maximum veterans and sur-
vivors and Federal SSI benefits. While this approcach is
simplistic, it leads to the following sentence which lets
the reader know that it -'is possible for SSI recipients,
because of State supplementation benefits, to receive
more than veterans and survivors.

87




APPENDIX XV APPENDIX XV

lo'

The table in the draft report was revised in the final
report for clarity.

In the final report, we have recognized VA's comments
by including them in the text of the report and clarify-
ing our original comment by relating it to the large
scale verification tests that are presently occurring
with SSA.

The final report was revised to avoid VA aid and attend-
ance and housebound allowances being subsumed to the
category of VA pension.

The VA comments were incorporated in the final report
for clarity.

(105071)
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