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Objectives

· Given references and the Student Handout Packet, identify the four income classifications, with 85% accuracy.
· Given references Student Handout Packet, correctly count income based on its classification, with 85% accuracy.
References
· 38 CFR 3.271 – Computation of Income

· 38 CFR 3.272 – Exclusions from Income

· M21-1MR.V.iii.1.E.32-34 – Basic Rate Determinations

· Rate Table

Types of Income training materials 

Topic 1: Income Classifications
Countable Income Refresher 

38 CFR 3.271(a) states:

Payments of any kind from any source shall be counted as income…unless specifically excluded under 38 CFR 3.272.
Income Classifications
The four classifications of income are:

· Nonrecurring Income

· Recurring Income

· Irregular Income

· Short-Term Income

Nonrecurring Income

Nonrecurring income is a one-time receipt of income.

Examples:

· Lump sum Social Security retroactive payment

· Inheritance 

· Gambling winnings

Recurring Income 

Recurring income is received on a regular basis, in regular amounts. 

This income must be counted for at least 12 months on the award to be classified as recurring income.

Examples:

· Social Security benefits

· Civil Service benefits

· Wages

· Military Retired pay benefits

Irregular Income 

Irregular income is income that is received several times during an income reporting period. It is usually in irregular amounts and at irregular intervals.

Examples:

· Interest income

· Wages from odd jobs (e.g. babysitting, grass-cutting)

Short-Term Income 

Short-term income is a type of income that is not counted on the VA award for at least 12 months.

Example: The Veteran has wages and is laid off after working only 6 months.

Topic 2: Income Counting Procedures
Income Counting Procedures

Income is annualized to determine the Veteran’s entitlement to pension benefits. Generally, income must be counted for at least 12 months.  

1. First, classify the income.

2. Second, determine how to count it based on the classification.

Nonrecurring Income

To count nonrecurring income, do the following: 

Count for 12 months from the 1st of the month after receipt.

Example:  A surviving spouse received a Social Security lump sum retroactive payment on 10-15-11. 

Recurring Income
Count recurring income on an open-ended basis from the first day of the month after the month, which the recurring income was first received.
Example 1: The Veteran began receiving monthly retirement income of $550 effective 06-03-12. 

Example 2: A surviving spouse reports that she began working a part-time job on 3/5/12 and works 10 hours per week @ 7.50 per hour. She received her first check on 3/19/12. Recurring income of $3,900 is countable effective 4/1/12. 

Stop Receiving 

If the beneficiary has been in receipt of recurring income for more than 12 months and that income is stopped, we remove the income the first of the month after the income stopped. 

Example: The Veteran has been working for two years and earns $7,000 annually. He reports on 10-15-12 that he quit his job. 

Irregular Income

Irregular income is counted over the duration of the EVR reporting period.

However, there are additional rules to consider:

· When irregular income is initially received, count it for 12 months from the first of the month after the month it was initially received.

· Count the lesser amount during any overlapping periods.
Short-term Income
To count short-term income, do the following

Count for 12 months from the 1st of the month after the month in which it was received.

Example: A Veteran with a running award started receiving wages of $400 per month effective 09-03-11. The Veteran has no other income. The Veteran’s award was adjusted effective 10-01-11 to count $4,800 on an open-ended basis. The Veteran  loses his job and he states that he was terminated and his last check was received on 06-03-12. He earned a total of $2,800.

“Hard to Classify” Income

Not all income will fit neatly into one of the four income classifications. When this occurs, it is considered, “Hard to Classify” Income. 

Example: Surviving spouse does occasional seasonal labor and receives four $800 checks during the 12-month reporting period. Is it counted as 4 instances of nonrecurring income with 4 separate income adjustments? Or is it lumped together and counted as irregular income for the EVR period?

There is an exception to the general rule that income must be counted for at last 12 months. For example, 


When a dependent with income is removed from the award, the dependent’s income is removed with the dependent even if this means that the income is counted for fewer than 12 months.

Income May Be Reclassified

The most common instance of when income may be reclassified is:

Income that is initially classified as recurring income may be reclassified as irregular after the fact.

Example: A surviving spouse's original award is payable from 11-27-11. The surviving spouse reports anticipated earnings of $500 per month. The award is made based on IVAP of $6,000 (recurring income). On 05-10-12, the surviving spouse calls in to report the following: 

· She was terminated on 01-11-12 and she earned a total of $1,000 from her job. 

· She began receiving unemployment benefits on 02-06-12  in the amount of $500 per month 

· On 04-01-12, her unemployment benefits were terminated and she received a total of $1,000 in unemployment benefits 

· She earned a total of $400 for a babysitting job she worked from 04-13-12 through 05-06-12 and,

· Effective 05-07-12, she is presently unemployed. 

· Total income from 11-27-11 through 05-06-12 was $2,400.

Date of Receipt Not Known

For original and reopened awards, if the date of receipt of income is not known, count the income from the effective date of the award.

For running awards, we need to know at least the month during which the income started, stopped, or changed.

Additional Information

When counting income, remember the following: 

· Income received before the date of entitlement is not countable.

· In death cases, income received before the date of the Veteran’s death is not countable. 

Job Aid: Classification & Counting Chart
	Classification
	Description
	Examples
	Counting Method

	Nonrecurring
	A one-time receipt of income.  May occur more than once each year, but each receipt is a separate event.
	-Inheritance

-Lottery winnings

-Retroactive payment of recurring income (i.e. SS retro pay)
	For 12 months from the first of the month after the month of receipt.

Example: Veteran wins $500 in the lottery on March 14, 2012.  Count $500 effective April 1, 2012. Remove the income April 1, 2013.

	Recurring 
	Comes to the claimant on a regular basis and is received in regular amounts.  Must be counted for at least 12 months on the award to be classified as recurring income.
	-Social Security

-Wages from regular employment

-Retirement benefits

-Black lung benefits
	FOREVER – (12x monthly rate) from the first of the month after the month of receipt.

Example:  Surviving spouse reports she will begin to receive company retirement of $250.50 monthly beginning November 27, 2012. Count $250.50 ($3,006.00 annually) effective December 1, 2012.

	Irregular
	Has a characteristic of both recurring and nonrecurring income.  Is received several rimes in a year but at irregular times or in irregular amounts.
	-Wages from odd jobs

-Interest at variable rates
	Count total received for entire 12 month EVR period.


Example: Veteran’s EVR period is Jan 1 through Dec 31. He has been receiving pension based on $600 annual interest.  On his EVR he reports interest was $675 between Jan 1 2012 through Dec 31 2012. He expects to receive $600 for calendar year 2013.  Adjust award to pay based on IVAP of $675 from Jan 1 2012.  Effective Jan 1, 2013, count projected amount of $600.

	Short Term
	“Recurring-type” income that is not continued for a full 12 months.
	-Wages for 6 months then layoff

-Retirement benefits for 9 months then stopped.
	Like non-recurring income, count total received for 12 months from the first of the month after the month after receipt.

Example:  On June 3, 2012 vet reported he began working, earning $600 monthly.  His pension was adjusted to pay based on IVAP of $7,200 effective July 1, 2012.  In March 2013, vet reports he was laid off and only earned $4,800 during his period of employment.   Adjust award to pay based on IVAP of $4,800 from July 1, 2012 through July 1, 2013.  

	EXCEPTION: When a dependent with income is removed from the award, his/her income is removed at that time, even though it may be counted for less than 12 months. (See M21-1MR V.iii.1.F.40.a – h)


Attachment A: Exercise 1
Instructions: Match the Type of Income to the associated definition/description. Place the answer in the “Response” column. 

	Response
	Type of Income
	Definition/Description

	
	Nonrecurring Income
	A. 
	The Veteran earns wages from a job but is laid off after only 3 months on the job.

	
	Recurring Income
	B. 
	The Veteran’s mother passes away and he receives a one-time, lump sum payment.

	
	Irregular Income
	C. 
	The Veteran receives a monthly social security check. 

	
	Short-Term Income
	D. 
	The Veteran is a handyman but works only when his neighbor needs her garage cleaned out or shelves installed.


Practical Exercise
1. Irregular income has the characteristics of both recurring and short-term income. True or False?

2. Pauline is entitled to non-service connected pension benefits effective January 12, 2012. She reported she received a Social Security retroactive payment of $12,000 on January 11, 2012. 
Is this income counted?  Yes or No?  
If Yes, what date do we begin counting this income?

3. Beulah reports having received wages of $2,000.00 from July of 2011 through December of 2011. She reports that she will continue to work for the same employer and expects to receive wages of $4,000.00 from January of 2012 through December of 2012 (from the same employer). What amount would you count beginning August 1, 2011?

A. $4,000.00

B. $2,000.00

C. $6,000.00

D. $2,400.00

4. The surviving spouse reports that her 19 year old dependent daughter graduated high school on June 15, 2012. Her dependent had recurring Social Security income of $3,000.00 annually. Removal of this income would decrease the surviving spouse’s benefit.  When do you remove her dependent’s income? 

A. July 1, 2012

B. June 15, 2012

C. June 1, 2012

D. July 15, 2012

5. The Veteran reports that his spouse passed away on April 4, 2012. She had recurring income of $12,000.00 annually. When do you remove her income?

A. April 4, 2012

B. April 1, 2012

C. May 1, 2012

D. May 4, 2012

6. A single Veteran with a dependent child became entitled to non-service connected pension effective August 2, 2012 and began receiving benefits payable from September 1, 2012. The child turned 18 on September 25, 2013. The only countable income on the Veteran’s award was the child’s monthly Social Security benefits of $600 per month. 
How do we classify and count this income? 
When do we remove the income?

7. The Veteran reported on May 15, 2012 that he began receiving recurring monthly unemployment benefits of  $500.00 ($6,000.00 annually). On March 30, 2013, he reported that his unemployment benefits stopped on March 15, 2013. What is this income reclassified as?

A. Irregular

B. Recurring

C. Short Term

D. Nonrecurring

Bonus: How much income is counted and what dates is the income counted?
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