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The Department of Veterans Affairs (VA) amended its regulations governing veterans’ eligibility for VA
pensions and other needs-based benefit programs effective October 18, 2018. The new regulations
establish new requirements for evaluating net worth and asset transfers and more clearly identify what
constitutes unreimbursed medical expenses. The VA's justification for these changes is to “ensure the
integrity of VA's needs-based benefit program and the consistent adjudication of pension...claims.”

REVIEW OF PENSION PROGRAM BASIC ELIGIBILITY RULES

1. Veterans or their surviving spouses must be at least 65 or officially disabled if younger;

2. Veteran must have served 90 days of consecutive active duty, one day of which must have been
during a War-Time Period:

World War ll - December 7, 1941 — December 31, 1946
Korean War — June 27, 1950 - January 31, 1955

Vietnam War — August 5, 1964 -~ May 7, 1975 (or February 28, 1961 —May 7, 1975 for veterans who
served in Vietnam.

Gulf War — August 2, 1990 - undetermined
3. Veteran must have received a discharge other than dishonorable;

4, Disability Status — Veterans are eligible without a disability but a high benefit is available to those
who are disabled.

®  Aid & Attendance — the veteran must require help with the activities of daily living at home, in
nursing home or assisted living.

e  Housebound - the veteran needs to have a disability that prevents him or her from leaving their
home.

¢ Basic pension — No disability requirement

5. Spousal rules: a surviving spouse must have been living with the veteran at the time of the veteran’s
death and must be single at time of claim.

§3.274 Net worth and VA pension.

The VA chose a bright-line net worth limit equal to the maximum community spouse resource aliowance
(CSRA) for Medicaid purposes. Important distinction: Medicaid’s CSRA relates to a community spouse’s
resources not the entire household members’ assets as the VA does.

(@) Net worth fimit. For purposes of entitlement to VA pension, the net worth limit effective December
1, 2018 is $127,061.00. This limit will be increased by the same percentage as the Social Security
increase whenever there is a cost-of-living increase in benefit amounts payable under section 215(i) of



title Il of the Social Security Act (42 U.S.C. 415). VA will publish the current limit on its website at
www,benefits.va.gov/pension/.

(b) When a claimant’s or beneficiary’s net worth exceeds the limit. Except as provided in paragraph (h}{2)
of this section, VA will deny or discontinue pension if a claimant’s or beneficiary’s net worth exceeds the
net worth limit in paragraph {a) of this section.

{1) Net worth. Net worth means the sum of a claimant’s or beneficiary’s assets and annu al
income,

(2) Asset calculation. VA will calculate a claimant’s or beneficiary’s assets under this section and
§3.275.

(3} Annual income calculation. VA will calculate a claimant’s or beneficiary’s annual incorne
under § 3.271, and will include the annual income of dependents as required by law. See §§ 3.23(d}{4),
3.23{d)(5), and 3.24 for more information on annual income included when VA calculates a claimant’'s or
beneficiary’s pension entitlement rate. In calculating annual income for this purpose, VA will subtract all
applicable deductible expenses, to include appropriate prospective medical expenses under § 3.272(g).

(4) Example of net worth calculation. For purposes of this example, presume the net worth limit
is $127,061. A claimant’s assets total $118,000 and annual income is $10,000. Therefore, adding the
claimant’s annual income to assets produces net worth of $128,000. This amount exceeds the net worth
limit.

(¢) Assets of other individuals included as claimant’s or beneficiary’s assets—

{1) Claimant or beneficiary is a veteran. A veteran’s assets include the assets of the veteran as
well as the assets of his or her spouse, if the veteran has a spouse.

(2) Claimant or beneficiary is a surviving spouse. A surviving spouse’s assets include only the
assets of the surviving spouse.

(3) Claimant or beneficiary is a surviving child.

{i) If a surviving child has no custodian or is in the custody of an institution, the child’s
assets include only the assets of the child.

(ii) If a surviving child has a custodian other than an institution, the child’s assets include
the assets of the child as well as the assets of the custodian. if the child is in the joint custody of his or
her natural or adoptive parent and a stepparent, the child’s assets also include the assets of the
stepparent. See § 3.57(d} for more information on child custody for pension purposes.

{d) How a child’s net worth affects a veteran’s or surviving spouse’s pension entitlement. VA will not
consider a child to be a veteran’s or surviving spouse’s dependent child for pension purposes if the
child’s net worth exceeds the net worth limit in paragraph (a) of this section.



(1) Dependent child and potential dependent child. For the purposes of this section, (i)
“Dependent child” refers to a child for whom a veteran or a surviving spouse is entitled to an inc reased
maximum annual pension rate; {ii) “Potential dependent child” refers to a child who is exciuded from a
veteran’s or surviving spouse’s pension award solely or partly because of this paragraph {d). References
in this section to “dependent child” include a potential dependent child.

{2) Dependent child net worth. A dependent child’s net worth is the sum of his or her annual
income and the value of his or her assets.

(3) Dependent child asset calculation. VA will calculate the value of a dependent child's assets
under this section and § 3.275. A dependent child’s assets include the child’s assets only.

(4) Dependent child annual income calculation. VA will calculate a dependents child’s annual
income under § 3.271, and will include the annual income of the child as well as the annual incorme of
the veteran or surviving spouse that would be included if VA were calculating a pension entitlement for
the veteran or surviving spouse.

{e) When VA calculates net worth. VA calculates net worth only when:

{1) VA has received (i) an original pension claim; (ii) a new pension claim after a period of non-
entitlement; {iii) a request to establish a new dependent; or {iv) information that a veteran’s, surviving
spouse’s, or child’s net worth has increased or decreased; and

{2) The claimant or beneficiary meets the other factors necessary for pension entitlement as
provided in § 3.3(a){3) and (b){4).

NOTE TO PARAGRAPH {e).

If the evidence shows that net worth exceeds the net worth limit, VA may decide the pension claim
before determining if the claimant meets other entitlement factors. VA will notify the claimant of the
entitlement factors that have not been established. Caveat — Send in a complete application.

(f) How net worth decregses. Net worth may decrease in three ways: Assets can decrease, annual
income can decrease, or both assets and annual income can decrease.

{1) How assets decrease. A veteran, surviving spouse, or child, or someone acting on their
behalf, may decrease assets by spending them on any item or service for which fair market value is
received unless the item or items purchased are themselves part of net worth. See § 3.276{a}(4) for the
definition of “fair market value.” The expenses must be those of the veteran, surviving spouse, or child,
or a relative of the veteran, surviving spouse, or child. The relative must be a member or constructive
member of the veteran’s, surviving spouse’s, or child’s household.

{2) How annual income decreases. See §§ 3.271 through 3.273.



(3) Example 1. For purpases of this example, presume the net worth limit is $127,061 and the
maximum annual pension rate (MAPR) is $13,535. A claimant has assets of $120,000 and annual income
of $24,000. Adding annual income to assets produces a net worth of $144,000, which exceeds the net
warth limit. However, the claimant is a patient in a nursing home and pays annual unreimbursed nursing
home fees of $29,000. Reasonably predictable unreimbursed medical expenses are deductible from
annual income under § 3.272(g) to the extent that they exceed 5 percent of the applicable MAPR (here,
$28,324.25) from annual income, which decreases annual income to zero. The claimant’s net worth is
now $120,000; therefore, net worth is within the limit to qualify for VA pension.

{4) Example 2. For purposes of this example, presume the net worth limit is 127,061 and the
maximum annual pension rate (MAPR) is $13,535. A claimant has assets of $126,000 and annual income
of $11,500. Adding annual income to assets produces a net worth of $137,500, which exceeds the net
worth limit. The claimant pays reasonably predictable annual unreimbursed medical expenses of
$10,000. Unreimbursed medical expenses are deductible from annual income under § 3.272(g) to the
extent that they exceed 5 percent of the applicable MAPR. VA subtracts the projected expenditures that
exceed 5 percent of the applicable MAPR (here, $9,323.25) from annual income, which decreases annual
income to $2,176.75. This decreases net worth to $128,176.75, which is still over the limit. VA must
deny the claim for excessive net worth.

(g) Effective dates of pension entitlement or increased entitlement after a denial, reduction, or
discontinuance based on excessive net worth—

(1) Scope of paragraph. This paragraph (g) applies when VA has (i) Discontinued pension or
denied pension entitlement for a veteran, surviving spouse, or surviving child based on the veteran'’s,
surviving spouse’s, or surviving child’s excessive net worth; or (ii) Reduced pension or denied increased
pension entitlement for a veteran or surviving spouse based on a dependent child’s excessive net worth.

(2) Effective date of entitlement or increased entitiement. The effective date of entitlement or
increased entitlement is the day net worth ceases to exceed the limit. For this effective date to apply,
the claimant or beneficiary must submit a certified statement that net worth has decreased and VA
must receive the certified statement before the pension claim has become finally adjudicated under §
3.160. This means that VA must receive the certified statement within 1 year after its decision notice to
the claimant concerning the denial, reduction, or discontinuance unless the claimant appeals VA's
decision. Otherwise, the effective date is the date VA receives a new pension claim. In accordance with §
3.277(a), VA may require the claimant or beneficiary to submit additional evidence as the individual
circumstances may require.

(h) Reduction or discontinuance of beneficiary’s pension entitlement based on excessive net worth—

(1) Effective date of reduction or discontinuance. When an increase in a beneficiary’s or
dependent child’s net worth results in a pension reduction or discontinuance because net worth
exceeds the limit, the effective date of reduction or discontinuance is the last day of the calendar year in
which net worth exceeds the limit,



(2) Net worth decreases before the effective date. If net worth decreases to the limit or below
the limit before the effective date provided in paragraph (h){1) of this section, VA will not reduce: or
discontinue the pension award on the basis of excessive net worth.

(i} Additional effective-date provisions for dependent children—(1) Establishing a
dependent chifd on veteran’s or surviving spouse’s pension award results in increased pension
entitlement. When establishing a dependent child on a veteran'’s or surviving spouse’s pension award
results in increased pension entitlement for the veteran or surviving spouse, VA will apply the effective-
date provisions in paragraphs (g) and (h) of this section. (2) Establishing a dependent child on veteran’s
or surviving spouse’s pension award results in decreased pension entitlement. (i} When a depend ent
child’s non-excessive net worth results in decreased pension entitlement for the veteran or surviving
spouse, the effective date of the decreased pension entitlement rate {i.e., VA action to add the child to
the award) is the end of the year that the child’s net worth decreases.

{ii} When a dependent child's excessive net worth results in increased pension
entitlement for the veteran or surviving spouse, the effective date of the increased pension entitlement
rate {i.e., VA action to remove the child from the award) is the date that VA receives a claim for an
increased rate based on the child’s net worth increase.

§3.275 How VA determines the asset amount for pensien net worth determinations.

{a) Definitions pertaining to assets—(1) Assets. The term assets means the fair market value of all
property that an individual owns, including all real and personal property, unless excluded under
paragraph {b) of this section, less the amount of mortgages or other encumbrances specific to the
mortgaged or encumbered property. VA will consider the terms of the recorded deed or other evidence
of title to be proof of ownership of a particular asset. See also § 3.276(a)(4), which defines “fair market
value.” (2) Claimant. (i) Except as provided in paragraph (a){2)(ii) of this section, for the purposes of this
section and § 3.276, cfaimant means a pension beneficiary, a dependent spouse, or a dependent or
potential dependent child as described in § 3.274{d}, as well as a veteran, surviving spouse, or surviving
child pension applicant. (ii) For the purpose of paragraph (b}{1) of this section, claimant means a
pension beneficiary or applicant who is a veteran, a surviving spouse, or a surviving child. (3) Residential
fot area. For purposes of this section, residential lot area means the lot on which a residence sits that
does not exceed 2 acres (87,120 square feet), unless the additional acreage is not marketable.

{b) Exclusions from assets. Assets do not include the following:

(1} Primary residence. The value of a claimant’s primary residence (single-family unit), including
the residential lot area, in which the claimant has an ownership interest. VA recognizes one primary
residence per claimant. If the residence is sold after pension entitlement is established, any net
proceeds from the sale is an asset except to the extent the proceeds are used to purchase another
residence within the same calendar year as the year in which the sale occurred.

(i) Personal mortgage not deductible. VA will not subtract from a claimant’s assets the
amount of any mortgages or encumbrances on a claimant’s primary residence.



{ii} Claimant not residing in primary residence. Although rental income counts as annual
income as provided in § 3.271(d), VA will not include a claimant’s primary residence as an asset even if
the claimant resides in any of the following as defined in § 3.278(b):

(A) A nursing home or medical foster home;
(B} A care facility other than a nursing home; or
(C) The home of a family member for health care or custodial care.

(2) Personal effects. Value of personal effects suitable to and consistent with a reasonable mode
of life, such as appliances and family transportation vehicles.

(3) Radiation Exposure Compensation Act payments. Payments made under section 6 of the
Radiation Exposure Compensation Act of 1990.

Caveat: Assets include the following:
Principal of an IRA that is accessible without penalty plus distributions count as income.
§3.276 Asset transfers and penalty periods.
(a) Asset transfer definitions. For purposes of this section—
{1) Claimant has the same meaning as defined in § 3.275(a)(2)(i).

(2) Cavered asset means an asset that—(i) was part of a claimant’s net worth; {ii) was
transferred for less than fair market value; and {iii) if not transferred, would have caused or partially
caused the claimant’s net worth to exceed the net worth limit under § 3.274{a).

(3) Covered asset amount means the monetary amount by which a claimant’s net worth would
have exceeded the limit due to the covered asset alone if the uncompensated value of the covered asset
had been included in net worth.

(i) Example 1. For purposes of this example, presume the net worth limit under § 3.274
{a)is $127,061. A claimant’s assets total $115,000 and his annual income is zero. However, the claimant
transferred $30,000 by giving it to a friend. If the claimant had not transferred the $30,000, his net
worth would have been $145,000, which exceeds the net worth limit. The claimant’s covered asset
amount is $17,939, because this is the amount by which the claimant’s net worth would have exceeded
the limit due to the covered asset.

(8) Fair market vaiue means the price at which an asset would change hands between a willing
buyer and a willing seller, neither being under any compulsion to buy or to sell and both having
reasonable knowledge of relevant facts. VA will use the best available information to determine fair
market value, such as inspections, appraisals, public records, and the market value of similar property if
applicable.



{5) Transfer for less than fair market value means—

(i) Selling, conveying, gifting, or exchanging an asset for an amount less than the fair
market value or asset; or

(i} A voluntary asset transfer to, or purchase of, any financial instrument or investment
that reduces net worth by transferring the asset to, or purchasing, the instrument or investment unless
the claimant establishes that he or she has the ability to liquidate the entire balance of the asset for the
claimant’s own benefit. If the claimant establishes that the asset can be liquidated, the asset is included
as net worth. Examples of such instruments or investments include—

(A} Annuities. Annuity means a financial instrument that provides income over a
defined period of time for an initial payment of principal.

{B) Trusts. Trust means a legal instrument by which an individual (the grantor)
transfers property to an individual or an entity {the trustee), who manages the property according to the
terms of the trust, whether for the grantor’s own benefit or for the benefit of another individual.

{6) Uncompensated value means the difference between the fair market value of an asset and
the amount of compensation an individual receives for it. In the case of a trust, annuity, or other
financial instrument or investment described in paragraph {a)(5)(ii) of this section, uncompensated value
means the amount of money or the monetary value of any other type of asset transferred to such a
trust, annuity, or other financial instrument or investment.

(7) Look-back period means the 36-month period immediately preceding the date on which VA
receives either an original pension claim or a new pension claim after a period of non-entitlement, This
definition does not include any date before October 18, 2018.

{8) Penalty period means a period of non-entitlement, calculated under paragraph {e) of this
section, due to transfer of a covered asset.

(b} General statement of policy pertaining to pension and covered assets. VA pension is a needs-based
benefit and is not intended to preserve the estates of individuals who have the means to support
themselves. Accordingly, a claimant may not create pension entitlement by transferring covered assets.
VA will review the terms and conditions of asset transfers made during the 36-month look-back period
to determine whether the transfer constituted transfer of a covered asset. However, VA will disregard
asset transfers made before October 18, 2018. In accordance with § 3.277(a}, for any asset transfer, VA
may require a claimant to provide evidence such as a Federal income tax return transcript, the terms of
a gift, trust, or annuity, or the terms of a recorded deed or other evidence of title.

{c) Exception for transfers as a result of fraud or unfair business practice. An asset transferred as the
result of fraud, misrepresentation, or unfair business practice related to the sale or marketing of
financial products or services for purposes of establishing entitlement to VA pension will not be
considered a covered asset. Evidence supporting this exception may include, but is not limited to, a
complaint contemporaneously filed with State, local, or Federal authorities reporting the incident.



(d) Exception for transfers to certain trusts. VA will not consider as a covered asset an asset that a
veteran, a veteran’s spouse, or a veteran’s surviving spouse transfers to a trust established on behaif of
a child of the veteran if:

(1) VA rates or has rated the child incapable of self-support under § 3.356; (Under VA regs, this
is a child who before age 18 became permanently incapable of self-support} and,

{2) There is no circumstance under which distributions from the trust can be used to benefit the
veteran, the veteran’s spouse, or the veteran’s surviving spouse.

{e) Penality periods and calculations. When a claimant transfers a covered asset during the look-back
period, VA will assess a penalty period not to exceed 5 years. VA will calculate the length of the penalty
period by dividing the total covered asset amount by the monthly penalty rate described in paragraph
{e}{1) of this section and rounding the quotient down to the nearest whole number. The result is the
number of months for which the VA will not pay pension.

(1) Monthly penalty rate. The monthly penalty rate is the maximum annual pension rate (MAPR)
under 38 U.5.C. 1521(d}{2) for a veteran in need of aid and attendance with one dependent that is in
effect as of the date of the pension claim, divided by 12, and rounded down to the nearest whole dollar.
The monthly penalty rate is located on VA's website at www.benefits.va.gov/pension. THE 2019
PENALTY RATE IS $2230

(2} Beginning date of penalty period. When a claimant transfers a covered asset or assets during
the look-back period, the penalty period begins on the first day of the month that follows the date of the
transfer. If there was more than one transfer, the penalty period will begin on the first day of the month
that follows the date of the last transfer.

(3) Entitlement upon ending of penalty period. VA will consider that the claimant, if otherwise
qualified, is entitled to benefits effective the last day of the last month of the penalty period, with a
payment date as of the first day of the following month in accordance with § 3.31.

(4) Example of penalty period calculation. VA receives a pension claim in November 2018. The
claimant’s net worth is equal to the net worth limit. However, the claimant transferred covered assets
totaling $10,000 on September 20, 2018, and October 23, 2018. Therefore, the total covered asset
amount is $10,000, and the penalty period begins on November 1, 2018. Assume the MAPR for a
veteran in need of aid and attendance with one dependent in effect in November 2018 is $24,000. The
monthly penalty rate is $2,000. The penalty period is $10,000/52,000 per month = 5 months. The fifth
month of the penalty period is February 2019. The claimant may be entitled to pension effective
February 28, 2019, with a payment date of March 1, 2019, if other entitlement requirements are met.

{5) Penalty period recalculations. VA will not recalculate a penalty period under this section
unless—

{i} The original calculation is shown to be erroneous; or



{ii} VA receives evidence showing that some or all covered assets were returned to the
claimant before the date of ¢laim or within 60 days after the date of VA’s notice to the claimant of VA's
decision concerning the penalty period. If covered assets are returned to the claimant, VA will
recalculate or eliminate the penalty period. For this exception to apply, VA must receive the evid ence
not later than 90 days after the date of VA's notice to the claimant of VA's decision concerning the
penalty period. Once covered assets are returned, a claimant may reduce net worth at the time of
transfer under the provisions of § 3.274(f).

§3.278 Deductible medical expenses.

{a) Scope. This section identifies medical expenses that VA may deduct from countable income for
purposes of three of its needs-based programs: Pension, section 306 pension, and parents’ depe ndency
and indemnity compensation (DIC). Payments for such medical expenses must be unreimbursed to be
deductible from income.

(b} Definitions. For the purposes of this section—

(1} Health care provider means: (i) an individual licensed by a State or country to provide health
care in the State or country in which the individual provides the health care. The term includes, but is
not limited to, a physician, physician assistant, psychologist, chiropractor, registered nurse, licensed
vocational nurse, licensed practical nurse, and physical or occupational therapist; or (ii) a nursing
assistant or home heaith aide who is supervised by a licensed health care provider as defined in
paragraph (b)(1)(i) of this section.

(2) Activities of daily living (ADLs) mean basic self-care activities and consist of bathing or
showering, dressing, eating, toileting, transferring, and ambulating within the hame or living area.
Transferring means an individual’s moving himself or herseif from one position to another, such as
getting in and out of bed.

(3) Instrumental activities of daily living (IADLs) mean independent living activities, such as
shopping, food preparation, housekeeping, laundering, managing finances, handling medications, using
the telephone, and transportation for non-medical purposes.

(4} Custodial care means regular: (i) assistance with two or more ADLs; or {ii) supervision
because an individual with a physical, mental, developmental, or cognitive disorder requires care or
assistance on a regular basis to protect the individual from hazards or dangers incident to his or her daily
environment.

(5) Nursing home means a facility defined in § 3.1(z)(1) or (2). If the facility is not located in a
State, the facility must be licensed in the country in which it is located.

(6) Medical foster home means a privately-owned residence, recognized and approved by VA
under 38 CFR 17.73(d), that offers a non-institutional alternative to nursing heme care for veterans who
are unable to live alone safely due to chronic or terminal illness.



(7} Care facifity other than a nursing home means a facility in which a disabled individual
receives health care or custodial care under the provisions of paragraph (d) of this section. A facility
must be licensed if facilities of that type are required to be licensed in the State or country in which the
facility is located. A facility that is residential must be staffed 24 hours per day with care providers. The
providers do not have to be licensed heatlth care providers.

(8) Needs A&A or is housebound refers to a disabled individual who meets the criteria in §3.351
for needing regular aid and attendance {A&A) or being housebound and is a: (i) Veteran; {ii} Surviving
spouse; (iii) Parent (for parents’ DIC purposes); or {iv) Spouse of a living veteran with a service-
connected disability rated at least 30 percent disabling, who is receiving pension.

(c) Medical expenses for VA purposes. Generally, medical expenses for VA needs-based benefit purposes
are payments for items or services that are medically necessary; that improve a disabled individual's
functioning; or that prevent, slow, or ease an individual’s functional decline. Medical expenses may
include, but are not limited to, the payments specified in paragraphs {c}{1} through (7} of this section.

{1) Care by a health care provider. Payments to a health care provider for services performed
within the scope of the provider's professional capacity are medical expenses. Cosmetic procedures that
a health care provider performs to improve a congenital or accidental deformity or related to treatment
for a diagnosed medical condition are medical expenses.

(2) Medications, medical supplies, medical equipment, and medical food, vitamins, and
supplements. Payments for prescription and non-prescription medication procured lawfully under
Federal law, as well as payments for medical supplies or medical equipment, are medical expenses.
Medically necessary food, vitamins, and supplements as prescribed or directed by a health care provider
authorized to write prescriptions are medical expenses.

(3) Adaptive equipment. Payments for adaptive devices or service animals, including veterinary
care, used to assist a person with an ongoing disability are medical expenses. Medical expenses do not
include non-prescription food, boarding, grooming, or other routine expenses of owning an animal.

(4) Transportation expenses. Payments for transportation for medical purposes, such as the cost
of transportation to and from a health care provider’'s office by taxi, bus, or other form of public
transportation are medical expenses. The cost of transportation for medical purposes by privately
owned vehicle (POV), including mileage, parking, and tolls, is a medical expense. For transportation in a
POV, VA limits the deductible mileage rate to the current POV mileage reimbursement rate specified by
the United States General Services Administration {GSA). The current amount can be obtained from
www.gsa.gov. Amounts by which transportation expenses set forth in this paragraph {c){4) exceed the
amounts of other VA or non-VA reimbursements for the expense are medical expenses.

(i) Exampfe. In February 2013, a veteran drives 60 miles round trip to a VA medical
center and back. The veteran is reimbursed $24.90 from the Veterans Health Administration. The POV
mileage reimbursement rate specified by GSA is $0.565 per mile, so the transportation expense is
$0.565/mile * 60 miles = $33.90 and $24.90, is a medical expense.



(S} Health insurance premiums. Payments for health, medical, hospitalization, and long-t erm
care insurance premiums are medical expenses. Premiums for Medicare Parts A, B, and D and for long-
term care insurance are medical expenses.

{6) Smoking cessation products. Payments for items and services specifically refated to smoking
cessation are medical expenses,

{(7) Institutional forms of care and in-home care. As provided in paragraph (d) of this section.

{d) Institutional forms of care and in-home care. This paragraph (d} applies with respect to claims for a
medical expense deduction for institutional forms of care or in-home care received on or after O ctober
18, 2018 that VA has not previously granted.

(1) Hospitals, nursing homes, medical foster homes, and inpatient treatment centers. Payments
to hospitals, nursing homes, medical foster homes, and inpatient treatment centers (including in patient
treatment centers for drug or alcohol addiction), including the cost of meals and lodging charged by
such facilities, are medical expenses.

(2) in-home care. Payments for assistance with ADLs and JADLs by an in-home attendant are
medical expenses as long as the attendant provides the disabled individual with health care or custodial
care. Payments must be commensurate with the number of hours that the provider attends to the
disabled person. The attendant must be a health care provider unless—{i} the disabled individual needs
A&A oris housebound; or (ii) a physician, physician assistant, certified nurse practitioner, or clinical
nurse specialist states in writing that, due to a physical, mental, developmental, or cognitive disorder,
the individual requires the health care or custodial care that the in-home attendant provides.

(3) Care facilities other than nursing homes. {i) Care in a facility may be provided by the facility,
contracted by the facility, obtained from a third-party provider, or provided by family or friends; {ii)
Payments for health care provided by a health care provider are medical expenses; (iii} The provider
does not need to be a health provider, and payments for assistance with ADLs and IADLs are medical
expenses, if the disabled individual is receiving health care or custodial care in the facility and (A) the
disabled individual needs A&A or is housebound, or (B) a physician, physician assistant, certified nurse
practitioner, or clinical nurse specialist states in writing that, due to a physical, mental, developmental,
or cognitive disorder, the individual needs to be in a protected environment; (iv) Payments for meals
and lodging (and other facility expenses not directly related to health care or custodial care) are medical
expenses if (A) the facility provides or contracts for health care or custodial care for the disabled
individual, or (B) a physician, physician assistant, certified nurse practitioner, or clinical nurse specialist
states in writing that the individual must reside in the facility (or a similar facility) to separately contract
with a third-party provider to receive health care or custodial care or to receive (paid or unpaid) health
care or custodial care from family or friends.

{e) Non-medical expenses for VA purposes. Payments for items and services listed in paragraphs (e){1)
through (4) of this section are not medical expenses for VA needs-based benefit purposes. The list is not
all-inclusive.



(1) Maintenance of general health. Payments for items or services that benefit or maintain
general health, such as vacations and dance classes, are not medical expenses.

(2) Cosmetic procedures. Except as provided in paragraph (¢){1) of this section, cosmetic
procedures are not medical expenses.

(3) Meals and lodging. Except as provided in paragraph (d) of this section, payments for meals
and lodging are not medical expenses.

{4) Assistance with JADLs. Except as provided in paragraph (d} of this section, payments for
assistance with IADLs are not medical expenses.

§3.279 Statutory exclusions from income or assets (net worth or corpus of the estate).

This section sets forth payments that Federal statutes exclude from income for the purpose of
determining entitlement to any VA-administered benefit that is based on financial need. Some of the
exclusions also apply to assets (pension), also known as net warth or the corpus of the estate {section
306 pension and parents as dependents for compensation). VA will exclude from income or assets any
amount designated by statute as not countable as income or resources, regardiess of whether or not it
is listed in this section.
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