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67.  General Information on Net Worth

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains general information on net worth.  It includes information on

· the impact of the claimant’s net worth on VA benefits

· net worth criteria

· the applicable regulations

· the impact of net worth on

· Improved Pension, and

· Section 306 Pension

· evaluating net worth, and

· the effect of net worth on benefit eligibility.


	Change Date
	February 13, 2007


	a.  Impact of the Claimant’s Net Worth on VA Benefits
	The claimant’s net worth is a factor in determining eligibility for Section 306 and Improved Pension, as well as in establishing parents as dependents on veterans’ compensation awards.  

Note:  Net worth is not a factor in Old Law Pension and Parents’ Dependency and Indemnity Compensation (DIC) cases.


Continued on next page

67.  General Information on Net Worth, Continued

	b.  Net Worth Criteria
	The term net worth for Department of Veterans Affairs (VA) purposes includes all personal property owned by the claimant, except for personal effects suitable to the claimant’s reasonable mode of life.  

For veterans’ Improved Pension, a veteran’s net worth includes the net worth of his/her spouse.  

This means that normal household objects and possessions are not included in a net worth determination.  Likewise, motor vehicles used for family transportation are not included in determining net worth, nor is the claimant’s home.  

However, personal property that is owned primarily as an investment, for example, an antique automobile or a coin collection, is included in determining net worth.

Note:  The term personal property includes all tangible property that is not land (real property) or fixtures on land.


	c.  Applicable Regulations
	The applicable regulations are 

· 38 CFR 3.275 for Improved Pension, and 

· 38 CFR 3.263 for Section 306 Pension and establishing a parent as a dependent for compensation.


	d.  Impact of Net Worth of the Veteran and Spouse on Improved Pension
	For Improved Pension purposes, consider the income of the veteran and spouse as affected by the expenses of the family unit.  

Reference:  For more information concerning Improved Pension net worth determinations, see M21-1MR, Part V, Subpart iii, 1.J.68.


Continued on next page

67.  General Information on Net Worth, Continued

	e.  Impact of Net Worth of Children on Improved Pension
	For Improved Pension purposes, a dependent child’s net worth is evaluated separately.  If the child’s net worth is excessive, do not establish the child as the veteran’s or surviving spouse’s dependent.  

For surviving children establishing Improved Pension entitlement in their own right, evaluate the child’s net worth the same way as for a veteran or surviving spouse.


	f.  Impact of Net Worth on Section 306 Pension
	For Section 306 Pension purposes, consider the net worth of the veteran or surviving spouse alone.  

Reference:  For more information concerning Section 306 Pension net worth determinations, see M21-1MR, Part V, Subpart iii, 1.J.69.


	g.  Evaluating Net Worth 
	The basic issue in evaluating net worth is to determine whether or not the claimant’s financial resources are sufficient to meet the claimant’s basic needs without assistance from VA.  

VA’s income-based programs are intended to give beneficiaries a minimum level of financial security.  They are not intended to protect substantial assets or build up the beneficiary’s estate for the benefit of heirs.  

If a claimant’s assets are sufficiently large that the claimant could live off these assets for a reasonable period of time, deny pension for excessive net worth.  If net worth is later depleted, the claimant can reopen the pension claim.  


Continued on next page

67.  General Information on Net Worth, Continued

	h.  Effect of Net Worth on Benefit Eligibility
	If net worth is a factor for the benefit claimed, consider if it is reasonable, under all the circumstances, for the claimant to consume some of his/her estate for maintenance.  If authorization makes a formal finding that the claimant’s net worth should be consumed for maintenance, deny the pension claim.  

Pension entitlement is based on need and that need does not exist if a claimant’s estate is of such size that he/she could use it for living expenses.


68.  Adjusting Improved Pension Awards Based on Changes in Net Worth

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on adjusting Improved Pension awards based on change in net worth.  It includes information on

· discontinuance for excessive net worth and an example

· when to consider the net worth of the 

· spouse, and

· child

· the net worth for a child entitled in his/her own right

· the resumption of benefits based on the reconsideration of net worth, and

· two examples of adjusting improved pension awards based on changes in net worth.


	Change Date
	February 13, 2007


	a.  Discontinuance for Excessive Net Worth
	If the net worth of a beneficiary with a running award becomes excessive

· determine the date from which net worth became excessive, and 

· discontinue the award under reason code 12, effective the first of the following calendar year (unless an earlier date of discontinuance is appropriate because of excessive income or for other reasons).


Continued on next page

68.  Adjusting Improved Pension Awards Based on Changes in Net Worth, Continued

	b.  Example:  Termination for Excessive Net Worth
	Situation:  A veteran with a running award owns a painting by a famous artist valued at $30,000.  The artist dies on June 24, 2000, and the value of the painting immediately goes up to $100,000.

VA uses VA Form 21-8049, Request for Details of Expenses, to obtain information about the veteran’s financial status and determines that the painting valued at $100,000 makes the veteran’s net worth excessive effective June 24, 2000.  

Result:  Apply the end-of-the-year rule for the effective date and discontinue the award as of January 1, 2001.

Note:  If the claimant fails to disclose asset information and it is later determined that net worth was excessive from the effective date of the award, stop the award from date of inception.  The claimant was never properly entitled to pension.

Reference:  For more information on the effective date for discontinuance due to net worth barring entitlement, see 38 CFR 3.660(a).


	c.  When to Consider the Spouse’s Net Worth
	The net worth of the veteran’s spouse, including separate property, is a factor in Improved Pension cases.  Deny the pension claim if, after considering all family income and the net worth of the veteran and spouse, it appears reasonable that some part of the estates of the veteran and spouse should be consumed for the veteran’s maintenance.


	d.  When to Consider the Child’s Net Worth
	The net worth of the child of a veteran or surviving spouse can also be a factor for Improved Pension purposes.  However, do not add the child’s net worth to that of the payee.  Evaluate the child’s net worth independently and if the child’s net worth is excessive, remove the child from the award, per 38 CFR 3.274(b), regardless of whether removing the child and his/her income results in a higher rate of pension.


Continued on next page

68.  Adjusting Improved Pension Awards Based on Changes in Net Worth, Continued

	e.  Net Worth of a Child Entitled in His/Her Own Right
	Deny benefits for a child claimant if, after considering the income and net worth of the child, it appears reasonable that some part of the child’s estates be consumed for the child’s support.  


	f.  Payment of Benefits Based on the Reconsideration of Net Worth
	If it is determined that net worth is no longer excessive, resume an award that was discontinued because of excessive net worth from the date that net worth ceased to be excessive. 

However, if the claim has been finally adjudicated under 38 CFR 3.160(d) because one year has expired from the date of notice of the discontinuance or the date of denial on appellate review, the award cannot be resumed earlier than the date of claim, per 38 CFR 3.31 and 38 CFR 3.660(d).


	g.  Example 1:  Adjusting Improved Pension Awards Based on Changes in Net Worth
	Situation:  

· October 14, 2005:  A veteran with a running award wins $100,000 in the Irish Sweepstakes.

· November 1, 2005:  The award is stopped because the veteran’s income for VA purposes (IVAP) is projected to exceed the maximum annual pension rate (MAPR).

· November 11, 2006:  The veteran reopens the claim.  The veteran claims no income from any source.  VA writes to the veteran inquiring as to whether the veteran still has the $100,000 and, if so, whether any interest is received from the $100,000.  The veteran writes back and states that she still has the $100,000 but that she keeps the money under her mattress and no interest is received.  

· December 24, 2006:  VA disallows the claim for excessive net worth.

·  December 27, 2006:  The veteran loses the $100,000 in a burglary.

· January 24, 2007:  The veteran reopens the claim.  

Result:  Assuming the veteran still has no income, award pension effective December 27, 2006, subject to 38 CFR 3.31.


Continued on next page

68.  Adjusting Improved Pension Awards Based on Changes in Net Worth, Continued

	h.  Example 2:  Adjusting Improved Pension Awards Based on Changes in Net Worth
	Situation:  Apply the same facts as Example 1 above, but the veteran waits until December 28, 2007, to reopen the claim based on reduced net worth.  

Result:  The earliest date pension can be awarded is December 28, 2007, subject to 38 CFR 3.31.


69.  Adjusting Section 306 Pension Awards Based on Changes in Net Worth

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on adjusting Section 306 Pension awards based on changes in net worth.  It includes information on

· developing for net worth in Section 306 Pension cases

· the criteria for excessive net worth

· the termination of pension, and

· handling a $80,000 estate when net worth is not a bar.


	Change Date
	


	a.  Developing for Net Worth in Section 306 Pension Cases
	If the issue is raised that net worth may be excessive in a Section 306 Pension case, request all the evidence needed to determine whether the beneficiary is still entitled to pension.  Ask the beneficiary to submit VA Form 21-8049 to provide information about his/her financial status.    

Reference:  For more information on developing for net worth information, see M21-1MR, Part V, Subpart i, 3.A.



	Apply the criteria in 38 CFR 3.263, taking into consideration the 

· type and amount of property involved

· age and life expectancy of the claimant

· number and state of health of persons dependent on the claimant for support, and 

· countable income.
	


Continued on next page

69.  Adjusting Section 306 Pension Awards Based on Changes in Net Worth, Continued

	c.  Discontinuance of Section 306 Pension
	When pension is to be discontinued because of excessive net worth, prepare a formal determination for approval by a Senior Veterans Service Representative (SVSR).

Use VA Form 21-5427, Corpus of Estate Determination, for this purpose.  Furnish a full statement of facts concerning the size and composition of the estate and the conclusion reached.

The end-of-the-year rule applies to discontinuances for excessive net worth in Section 306 Pension cases.  Discontinue benefits as of the first day of the calendar year after the calendar year during which net worth became excessive, per 38 CFR 3.660(a)(2).


	d.  Handling a $80,000 Estate When Net Worth Is Not a Bar
	If a Section 306 Pension beneficiary has a net worth of $80,000 or more and it is determined that net worth is not a bar to entitlement, prepare an administrative decision on VA Form 21-5427.  

Note:  Preparation of VA Form 21-5427 is not required if the determination is favorable and the estate is less than $80,000.


70.  Denial Due to Excessive Net Worth

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on denial due to excessive net worth.  It includes information on

· excessive net worth as a question of fact

· when a formal net worth administrative decision is required

· administration decisions

· reopening a claim after denial for excessive net worth

· specific exclusions from net worth, and

· the convertibility of assets and three examples.


	Change Date
	February 13, 2007


	a.  Excessive Net Worth as a Question of Fact
	No specific dollar amount can be designated as excessive net worth.  What constitutes excessive net worth is a question of fact for resolution after considering the facts and circumstances in each case.  A number of variables must be taken into consideration when making a net worth determination.  

Factors to consider include  

· income from other sources

· family expenses

· claimant’s life expectancy, and 

· convertibility into cash of the assets involved.

Note:  In general, the older an individual is, the smaller estate the individual requires to meet his/her financial needs.  The VA pension program is not intended to protect substantial assets or build up a beneficiary’s estate for the benefit of heirs.  

Reference:  For more information on evaluating net worth, see M21-1MR, Part V, Subpart iii, 1.J.67.g.  


Continued on next page

70.  Denial Due to Excessive Net Worth, Continued

	b.  When a Net Worth Decision Is Required
	A formal administrative net worth decision is required if

· the beneficiary has net worth of $80,000 or more, whether or not net worth bars entitlement, or

· net worth (of any amount) bars entitlement. 


	c.  Preparing Administrative Decisions
	When required, prepare a formal administrative decision for approval by an SVSR. 

Always consider the claimant’s net worth even though it might be below $80,000.  Net worth of substantially less than $80,000 could be a bar to benefits in a particular case.

Prepare the administrative decision on VA Form 21-5427.  If the information needed to fully complete VA Form 21-5427 is not of record, initiate development.  The decision must be typewritten.

Reference:  For information on the life expectancy tables for net worth determinations, see M21-1MR, Part V, Subpart iii, 1.J.72.


Continued on next page

70.  Denial Due to Excessive Net Worth, Continued

	d.  Reopening a Claim After Denial for Excessive Net Worth
	Use the table below to determine if a claim can be reopened after denial for excessive net worth.

Note:  If Section 306 Pension benefits are discontinued because of excessive net worth, the reopened claim must be considered under the criteria for Improved Pension. 


	If a claim is denied for excessive net worth …
	Then …

	or an award is discontinued because of excessive net worth
	the claimant has one year from the date of notification of denial or discontinuance to submit new evidence or file a notice of disagreement (NOD).

	and circumstances change so that net worth no longer bars entitlement
	benefits can be paid from the date net worth is determined not to bar entitlement, provided the reopened claim is received before the denial for excessive net worth becomes final.


	Note:  Once the decision becomes final, the earliest entitlement date for a reopened claim is the date of claim, per 38 CFR 3.660(d).  (38 CFR 3.31 applies to the payment date.)


	e.  Specific Exclusions From Net Worth
	Certain specific types of payments are excluded from consideration as net worth.  

References:  For information on the specific exclusions for net worth considerations in 

· Improved Pension cases, 38 CFR 3.275
· Section 306 Pension cases, see 38 CFR 3.263, and

· all VA income-based benefits programs, see M21-1MR, Part V, Subpart iii, 1.I.66.


Continued on next page

70.  Denial Due to Excessive Net Worth, Continued

	f.  Convertibility of Assets
	One factor to consider in making a net worth determination is whether or not the property can readily be converted into cash at no substantial sacrifice.  This means that a claim should not be denied for excessive net worth if the claimant cannot convert assets into significant cash assets because of temporary market conditions or other reasons.  

However, if a piece of property can be converted into significant cash assets, it is immaterial that the property was worth more in the past or might be worth more in the future.  The sole question to consider is how much money the claimant would receive if the property were sold at this time.  

VA’s income-based benefits programs are intended to help low-income beneficiaries secure the basic necessities of life.  They are not intended to insure substantial assets against changes in market conditions.


	g.  Example 1:  Convertibility of Assets
	Situation:  The veteran purchased a farm five years ago for $250,000.  The veteran demonstrates that, because of depressed land values in the area, the property could be sold today for only $150,000.  The veteran still owes $150,000 on the property.  The veteran would have no additional disposable income if the property were to be sold.  

Result:  The value of the property for purposes of a VA net worth determination is $0.


Continued on next page

70.  Denial Due to Excessive Net Worth, Continued


Result:  The fact that the property was worth substantially more five years ago or might be worth substantially more in 

	the future is irrelevant.
	


	i.  Example 3:  Convertibility of Assets
	Situation:  The veteran owns a piece of real estate that was valued last year at $90,000.  However, a recent newspaper story indicated that a piece of land, approximately one kilometer away, was previously used as a toxic waste dump.  State environmental officials are conducting tests to determine the extent of contamination.  In the meantime, the veteran’s land could not be sold for more than $10,000.  

Result:  The value of the property for net worth determination purposes is $10,000.  However, if it is later determined that the veteran’s property is uncontaminated and its market value increases, reconsider net worth.


71.  Developing the Value of Real Estate

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on developing the value of real estate.  It includes information on

· the current value of property

· source of the information about property value

· excluding the value of a single-family dwelling 

· determining the reasonable lot area

· dual-use of property, and

· the effect of State homestead and exemption statutes.


	Change Date
	February 13, 2007


	a.  Current Value of Property
	Claimants who have held parcels of real estate for long periods of time may 

· be unaware of current real estate prices, and 

· greatly underestimate the value of their holdings.  

If it appears that a claimant is underestimating the value of real property, ask the claimant to furnish evidence of the current market value of the real estate.  


	b.  Sources of Information About Property Value
	Possible sources of information about property value include a

· formal appraisal of the value of the real estate

· statement from a real estate broker in the area as to the value of comparable real estate in the vicinity

· statement from a county farm agent as to the value of the land or other real estate

· statement from a local bank loan officer as to the value of comparable real estate in the vicinity, and

· statement from the local taxing authority as to the value of the real estate.

Note:  A statement should accompany such statements from the taxing authority showing the relationship between assessed value and market value.


Continued on next page

71.  Developing the Value of Real Estate, Continued

	c.  Excluding the Value of a Single-Family Dwelling
	In determining net worth, do not include the value of the claimant’s single-family dwelling, including a reasonable lot area.

If the claimant owns and resides in a multifamily dwelling, exclude from net worth consideration only the value of the unit actually occupied by the claimant.  

Example:  The claimant 

· owns a duplex worth $200,000

· resides in one of the units, and 

· both units are roughly comparable.  

Consider net worth of $100,000. 


	d.  Determining the Reasonable Lot Area
	The size of the “reasonable lot area” that can be excluded from net worth consideration is determined by the degree to which the property is connected to the dwelling and the typical size of lots in the immediate area.  

Contiguous land which is closely connected to the dwelling in terms of use, and which does not greatly exceed the customary size of lots in the immediate area, is excluded from net worth consideration.


	e.  Dual-Use of Property 
	In some instances a claimant’s place of residence and place of business are the same.  

Example:  A farmer may live in a house on the farm or a grocer may live in an apartment over the store.  

In such cases, the value of the residence area must be considered separately from the value of the business area.  The value of the residence area may be excluded.  The value of the business area is considered net worth the same as any other business asset.

If the claimant lives on a farm which is not used for business purposes, exclude the value of the residence area and consider the rest of the farm as net worth.


Continued on next page

71.  Developing the Value of Real Estate, Continued

	f.  Effect of State Homestead and Exemption Statutes
	State laws may provide that certain property is part of the claimant’s homestead or exempt from the claims of creditors.  Such homestead and exemption statutes are of no consequence in determining if the value of the property is to be considered part of a claimant’s estate for VA purposes.


72.  Exhibit 1:  Life Expectancy Table for Net Worth Determinations  

	Change Date
	February 13, 2007


	a.  Life Expectancy Table
	This exhibit contains the life expectancy table for claimants of ages 30 through 95.


	Claimant’s Age
	Life Expectancy
	Claimant’s Age
	Life  Expectancy

	30
	46.0
	63
	17.8

	31
	45.1
	64
	17.1

	32
	44.1
	65
	16.4

	33
	43.2
	66
	15.7

	34
	42.2
	67
	15.1

	35
	41.3
	68
	14.4

	36
	40.4
	69
	13.8

	37
	39.4
	70
	13.2

	38
	38.5
	71
	12.6

	39
	37.6
	72
	12.0

	40
	36.7
	73
	11.5

	41
	35.7
	74
	10.9

	42
	34.8
	75
	10.4

	43
	33.9
	76
	9.9

	44
	33.0
	77
	9.3

	45
	32.1
	78
	8.9

	46
	31.3
	79
	8.4

	47
	30.4
	80
	7.9

	48
	29.5
	81
	7.5

	49
	28.7
	82
	7.0

	50
	27.8
	83
	6.6

	51
	27.0
	84
	6.2

	52
	26.1
	85
	5.9

	53
	25.3
	86
	5.6

	54
	24.5
	87
	5.3

	55
	23.7
	88
	5.0

	56
	22.9
	89
	4.7

	57
	22.2
	90
	4.4

	58
	21.4
	91
	4.1

	59
	20.6
	92
	3.8

	60
	19.9
	93
	3.5

	61
	19.2
	94
	3.2

	62
	18.5
	95 or older 
	3.0
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