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To the  P r e s i d e n t  of t h e  Sena te  and t h e  
S?ealc;er of the House of Represen ta t ives  

The General  Accounting O f f i c e  has examined i n t o  t h e  Vet- 
e r a n s  Adminis t ra t ion  @ s management of its guard iansh ip  program 
a d  has macle proposals f o r  ach iev ing  economies i n  t h e  Admin- 
i s t r a t i o n P s  procedures f o r  sa feguard ing  t h e  funds of m i n o r  
and menta l ly  incompetent b e n e f i c i a r i e s .  Our f i n d i n g s ,  con- 
c l u s i o n s ,  and recommendations and t h e  Veterans  ddminis t ra -  
tion's views thereon  a r e  t h e  s u b j e c t s  of t h i s  r e p o r t .  

The Veterans Adminis t ra t ion  has the r e s p o n s i b i l i t y  of 
e x e r c i s i n g  c o n t r o l s  over f i d u c i a r i e s  of v e t e r a n s '  b e n e f i t s  t o  
ensure  t h e  proper  use  and conserva t ion  of t h e  b e n e f i c i a r i e s '  
funds. A t  the  t i m e  of ou r  reviewo t h e  Adminis t ra t ion  
exe rc i sed  these c o n t m l s  by making pe r sona l  c o n t a c t s  w i th  
b e n e f i c i a r i e s  i n  f i e l d  i n v e s t i g a t i o n s  every 3 y e a r s  and by 
a u d i t i n g  w r i t t e n  account ings  rece ived  from guard ians ,  gen- 
e r a l l y  every year .  

The Adminis t ra t ion  a u d i t s  the account ings  as f r e q u e n t l y  
as t h e  account ings  are r equ i r ed  t o  be f i l e d  wi th  S ta t e  courts 
by a p p l i c a b l e  State laws. Most States r e q u i r e  t h e  guard ians  
t o  f i l e  account ings  w i t h  the S ta te  c o u r t s  annual ly .  I n  
States i n  which account ings  are n o t  r equ i r ed  more f r e q u e n t l y  
than once i n  3 y e a r s ,  t h e  Adminis t ra t ion  a u d i t s  t h e  account-  
i n g s  at 3-year i n t e r v a l s .  

W e  b e l i e v e  t h a t  t h e  Adminis t ra t ion  could ach ieve  econo- 
mies of up t o  $900 ,000  a yea r ,  wi thout  adve r se ly  a f f e c t i n g  
i t s  management of t h e  guard iansh ip  program, i f  it were t o  (I) 
audit guard ian  account ings  a t  3-year i n t e r v a l s  rather t han  
annually and ( 2 )  discontinue certain of its f i e l d  inves- 
t i g a t i o n s  i n  cases involv ing  minor b e n e f i c i a r i e s  under paren- 
t a b  custody when stable family  s i t u a t i o n s  e x i s t .  We believe 
a lso  t h a t  cases involv ing  c e r t a i n  incompetent b e n e f i c i a r i e s  
warrant pe r sona l  c o n t a c t s  more f r e q u e n t l y  than eve ry  3 yea r s .  

I W e  could n o t  determine the a d d i t i o n a l  costs t h a t  would r e s u l t  
from t h e  inc reased  c o n t a c t s p  b u t  w e  estimated t h a t ,  nat ion-  
wide, they might  m o u n t  t o  approximately $50 ,000  annual ly .  

The Associate Deputy Adminis t ra tor ,  Veterans Administra-  
t i o n ,  agreed wi th  our  views t h a t  f i e 2 d  i n v e s t i g a t i o n s  of m i -  
nor b e n e f i c i a r y  cases be decreased and t h a t  pe r sona l  c o n t a c t s  
i n  certain incompetent  b e n e f i c i a r y  cases be increased, b u t  he 
d i sag reed  w i t h  o u r  p roposa l  t h a t  t h e  frequency of audits of 
guardian account ings  be reduced, 
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The Associate Deputy A h i n i s k r a t o r  stated %hat the Ad- 
ministration had been instrumental in the enactment of legis- 
bation in v ir tua l ly  a l l  S t a t e s  constituting the Administra- 
tion as a party in in teres t  with State courts in CBBBS 
involving Administration bene€i ts  f o r  the l e g a l l y  disabled; 
that the courts had granted the Adminis"t=ratisnBs attorneys 
special prerogatives which had the effoc-k of minimizing the 
cost of administering estates; and %kat, if the ~ & n i n i o t r a -  
t i o n  did not audit the accountings at intervals prescribed by 
State l a w s I  the courts might react by r equ i r ing  khe Adminis- 
tration to rneticulsusly adhere to a l l  requirements Q €  State 
statutes, court ru2esI and local practices. 

 he .&31~1inis t ra t ion~s  views are recogniaed in appxopriate 
sections of &he r e p o r t  and are included in full as the appen- 
dix to t h e  report. 

Since the Administration is not 1~3gaLly required to au- 
dit accountings annually and since substantial economies 
could be achieved by reducing the frequency of a u d i t s  wit1-10u.k 
adversely affecting its management ~f the guardianship pro- 
gramc w e  are recommending t h a t  the Administrator of Veterans 
Affairs have an examination made into the f e a s i b i l i t y  of ax- 
ranging with appropriate court officials f o r  workable plans 
for reducing the frequency of Veterans Administration a u d i t s  
of guaxdian accountings, 

With respect to the administration of the statutory l i m -  
i t a t i o n  on benefit payments for single veterans in public iw- 
stitutions, we are recommending that the Administrator have a 
study made of the control procedures p r e s e n t l y  used in t h e  
regional  offices in those Sta tes  in which accountings are now 
audited at 3-year intervals ando if practicable, have such 
procedures established in other regional offices. 

We are issuing this report to inform the Congress of the 
economies that may be realized through reduced audits and of 
the ackions already taken by the Administration to revise its 
pol icy  on f i e l d  investigations. 
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Copies of t h i s  report are being sent to the Director, 
Bureau of the Budget, and to the Administrator of Veterans 
A€f airs. 

Comptroller General 
of the United States 
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REPORT ON 

OPPORTUNITY FOR ECONOMIES 

UNDER GUARDIANSHIP PROGRAM 

VETERANS ADMINISTRATION 

I NT RODUC T I  OM 

The General Accounting Office has made a selected re- 
view of the policies, procedures, and practices of the Vet- 
erans Administration (VA) €or safeguarding funds of minor 
children of deceased veterans, mentally incompetent veter- 
ans, and other incompetent beneficiaries under the guard- 
ianship program. 

On the basis of information obtained in a preliminary 
examination into the adequacy of VA's policies, procedures, 
and practices for Safeguarding funds of minor and mentally 
incompetent beneficiaries under the guardianship program, 
it appeared to us that the VA audits of accountings sub- 
mitted by fiduciaries designated to receive and administer 
VA funds paid on behalf of these beneficiaries and the VA 
field visits to beneficiaries were in excess of those 
needed to adequately protect the beneficiaries' funds. Ac- 
cordingly, we decided to make a detailed review to deter- 
mine whether the frequency of VA audits and field inves- 
tigations could be reduced. 

We did not make an overall evaluation of the guard- 
ianship program. Our review was made pursuant to the Bud- 
get and Accounting Act, 1921 (31 U.S.C. 531, and the Ac- 
counting and Auditing Act of 1950 (31 U . S . C .  671, and w a s  
performed at eight VA regional offices and at the VA Cen- 
tral Office in Washington, DiC. The scope of our review is 
described on page 22. 

BACKGROUND . I  

The guardianship program was estahlishec pursuant to 
the World War Veterans Act of 1924 ( 3 8  U.S.C. 3201). The 
purpose of the guardianship program and tne consequent re- 
sponsibility of the VA are to ensure that the benefits paid 
to fiduciaries on behalf of minor and incompetent benefi- 
ciaries are applied to their current needs and that excess 
funds are conserved for their future needs. 

VA discharges its responsibilities by (1) conducting 
initial investigations to designate qualified fiduciaries 
best suited to the needs and situations of the 



beneficiaries, (2) determining the financial needs of the 
beneficiaries and arranging for the utilization of funds, 
and ( 3 )  exercising controls over fiduciaries to ensure the 
proper utilization and conservation of the beneficiaries' 
funds. 

Beneficiaries under the program are (1) deceased vet- 
erans' children who are under age 18, or who are not beyond 
age 21 if they are pursuing a course of instruction in an 
approved educational institution, (2) veterans who have 
been adjudged mentally incompetent to manage their own af- 
fairs, and ( 3 )  other mentally incompetent beneficiaries, 
including widows who have not remarried, helpless children 
over 18 years of age, and dependent parents of deceased 
veterans. 

There are f o u r  basic types of fiduciaries appointed 
under the guardianship program: guardians, legal custodi- 
ans, wife-payees, and institutional award payees. Guard- 
ians, both individual and corporate, are appointed by the 
courts and are responsible to the courts under the laws of 
the State in which they are appointed. VA policy prohibits 
its staff from seeking guardianship appointments when the 
interests of the beneficiaries can be served by other types 
of fiduciaries; however, VA recognizes.qualified guardians 
who have been appointed by the courts for beneficiaries. 
When the circumstances call for guardians, individual 
guardians--usually close family members--are preferred by 
VA for minor beneficiaries and corporate guardians--banks 
or trust companies--are preferred by VA f o r  incompetent 
beneficiaries. 

Legal custodians, wife-payees, and institutional award 
payees are appointed by, and are responsible to, VA. A 
legal custodian is the person who is normally vested by a 
State court with the care of a beneficiary or his estate 
and who has been appointed by a VA chief attorney to act in 
a fiduciary capacity. Generally, the mother of a minor 
beneficiary is appointed by VA as the legal custodian. A 
wife-payee is the wife of an incompetent veteran, who has 
been certified by VA as being qualified and willing to re- 
ceive and administer her husband's funds. An institutional 
award payee is the manager or superintendent of a non-VA 
institution in which the beneficiary is a patient. 

The guardianship program is administered by the Guard- 
ianship Service of the Department of Veterans Benefits. The  
program is conducted under the direct supervision of a 
chief attorney in each of the 57 VA regional offices, A s  
of June 3 0 ,  1966, more than 600,000 beneficiaries were be- 
ing served under the guardianship program, as follows : 
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Fiduciaries 
Beneficiaries 

Minors Veterans Others Total 

Legal custodians 415,366 2,535 8,513 426,414 
Individual guardians 53,175 34,243 9,179 96,597 
Corporate guardians 26,279 25,495 3,803 55,577 
Wife-payees - 16,701 - 16,702 
Institutional award 

6,781 payees - 6,781 - 
Total 494,820 85.755 21,495 602,070 

In the past, VA exercised control over fiduciaries by 
making annual audits of written accountings from all fidu- 
ciaries and by making annual personal contacts with all fi- 
duciaries and beneficiaries. About 1960, the Department of 
Veterans Benefits initiated a nationwide effort to achieve 
more effective and efficient administration of its pro- 
grams * 

In October 1963, major changes were made in t h e  guard- 
ianship program. The policy far making personal contacts 
was changed to provide that, between the initial and final 
visits to beneficiaries, interim contacts be made at 3-year 
intervals rather than annually. This policy was still in 
effect at the time of our review in fiscal year 1966. The 
purpose of these field visits is to ensure that benefits 
either are being used €or the current needs of the benefi- 
ciaries or are being conserved. 

In addition, in October 1963, VA rescinded its 
requirement that written accountings be submitted by legal 
custodians and discontinued its supervision of cases in 
which benefits were apportioned between two or more payees, 
short-term beneficiary cases, and VA institutional award 
cases. The policy for making VA audits of accountings from 
court-appointed guardians (individual and corporate guard- 
i a n s )  was changed to require that the accountings be au- 
dited as frequently as they are required to be filed by 
State l a w  but not less than once every 3 years. Most 
States require guardians to account to the courts annually. 
As in the past, non-Federal institutional award payees are 
required to submit written accountings to VA annually, 
while wife-payees are not required to submit accountings. 

During fiscal year 1966, chief attorneys incurred ex- 
penses of $12,7 million in operating the guardianship pro- 
gram and in performing various other advisory and investi- 
gat ive  services. During this period, VA attorneys and 
field examiners made 72,982 initial field investigations 
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for the purpose of appointing fiduciaries and 83,657 in= 
terim personal contacts w i t h  beneficiaries and fiduciaries 
and traveled more than 6.8 million miles in conducting var- 
ious types of field examinations. Also, during this period 
VA audited 140,921 accountings of beneficiary estates 
having a total value of almost $567 million. 

The principal VA officials responsible for adminis- 
tration of the activities discussed in this report are: 

Tenure of office 
From To 

Administrator of Veterans A f f a i r s :  

Chief Benefits Director: 
W. J. Driver Jan. 1965 Present 

A. W. S t r a t t o n  Feb. 1965 Nov. 1967 
A,  W. Farmer Nov. 1967 Present 

P. H. Thomas Mar. 1959 Present 
Director, Guardianship Service: 
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FINDINGS AND RECOMMENDATIONS 

ECONOMIES AVAILABLE THROUGH REVISING 
POLICIES ON AUDITING GUARDIAN ACCOUNTINGS 
AND CONDUCTING FIELD EXAMINATIONS 

We b e l i e v e  t h a t  the VA could achieve economies of up 
t o  $900,000 a yea r ,  wi thout  adverse ly  a f f e c t i n g  i t s  manage- 
ment of t h e  guardianship program, i f  it were t o  (1) reduce 
the  frequency of i t s  a u d i t s  of guardian account ings and (2) 
d i scon t inue  i t s  i n t e r i m  f i e l d  examinations of cases involv-  
i n g  minor b e n e f i c i a r i e s  under p a r e n t a l  custody i n  stable 
family s i t u a t i o n s .  I n  c e r t a i n  cases involving incompetent 
ve te rans  and o t h e r  incompetent b e n e f i c i a r i e s ,  w e  b e l i e v e  
t h a t  more f r equen t  f i e l d  examinations a r e  warranted,  v?e 
were unable t o  determine the c o s t  of t h e  a d d i t i o n a l  f i e l d  
examinations,  b u t  we es t imated  t h a t  they might amount t o  
approximately $50,000 a year .  

Revision of po l i cy  regarding frequency 
of a u d i t s  of auard ian  accountinus 

On the basis of our  review, w e  b e l i e v e  t h a t  the VA 
could reduce the frequency of its a u d i t s  of guardian ac- 
count ings from 1-year i n t e r v a l s  t o  3-year i n t e r v a l s  and 
cont inue t o  adequately  safeguard t h e  funds of benef i-  
ciaries,  Such a change in VA's p o l i c y  could r e s u l t  i n  
sav ings  of up t o  $450,000 a year .  

Under i t s  c u r r e n t  po l i cy ,  VA makes a u d i t s  of guardian 
accountings as f r equen t ly  a s  t h e  account ings are requ i red  
to be f i l e d  wi th  State courts by a p p l i c a b l e  S ta t e  laws. 
Most States r e q u i r e  guardians  t o  f i l e  accountings annual ly  
w i t h  the cour t s .  I n  those States i n  which p e r i o d i c  ac- 
countings are no t  r equ i red  more f r equen t ly  than once i n  3 
yea r s ,  VA r ece ives  and a u d i t s  the  account ings a t  3-year in-  
t e r v a l s  a 

To evaluate the need f o r  VA's annual a u d i t s  of guard- 
i a n  account ings,  w e  examined i n t o  t h e  r e s u l t s  of some of 
these aud i t s .  During t h e  per iod  covered by our  test,  the  
e i g h t  VA r eg iona l  offices t h a t  we v i s i t e d  had audi ted 8,212 
accountings which represented  about one f o u r t h  of t h e i r  an- 
nua l  a u d i t  volume. Of t h e  8,212 account ings,  815, or about 
1 0  pe rcen t ,  were i d e n t i f i e d  by VA as account ings having 
"unsatisfactory conditions. I' 

VA def ines  an u n s a t i s f a c t o r y  cond i t ion  as  "any condi- 
t i o n  unfavorably a f f e c t i n g  a b e n e f i c i a r y ' s  hea l th ,  general 
welfareo or f i n a n c i a l  i n t e r e s t  which is c o r r e c t i b l e  by the 
f i d u c i a r y ,  by t h e  VA wi th in  i ts a u t h o r i t y ,  o r  by r e f e r r a l  
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to a local official or agency,” The heal th  and general 
welfare aspects of these conditions are more pertinent to 
the field examinations (p .  15) than to the accountings. T h e  
8,232 accountings, which represented estates valued at 
about $31,2 million, were audited at a cost to VA of about 
$34,600, Following is a summary of the accountings with 
unsatisfactory conditions, classified by types of fidu- 
ciaries , 

Fiduciaries 

Accountings with 
Accountings unsatisfactory 
audited conditions 

Corporate guardians 4,505 
Individual guardians 3 , 3 9 3  
Institutional award payees 314 

8,212 

266 
543  

6 - 

We examined the 815 accountings and the related VA au- 
dits and other records. In our opinion, the conditions 
identified in the 815 accountings by VA as being unsatis- 
factory w e r e ,  for the most part, insignificant and had 
little or no monetary effec t  on the estates of the benefi- 
ciaries . 

The most common unsatisfactory condition identified 
was the absence of certifications or signatures of guard- 
ians OK court officials, This condition existed in about 
28 percent of the 815 accountings. These accountings were 
returned to the guardians or the courts for the required 
certifications or signatures, Other unsatisfactory condi- 
tions consisted primarily of minor errors made in the prep- 
aration of the accountings or omissions of sufficient in- 
formation to allow VA to reconcile the accountings. 

In ahnost every accounting that we examined, we found 
that the unsatisfactory conditions had been brought to the 
attention of the guardians either by correspondence or by 
telephone and that the conditions had been corrected or 
were pending coxrection at the time of our areview. It ap- 
peased to us that most of these errors had r e s u l t e d  from 
oversights on the part of the guardians or from the unfa- 
miliarity of individual guardians with accounting require- 
ments @ 

VA audits were instrumental in obtaining reductions or 
refunds of excessive guardians commissions and attorneys 
fees claimed on 39 of the accountings examined by uso 
Guardians commissions generally are limited by S t a t e  law to 
5 percent of receipts; howeverB the courts nay allow 
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additional compensation to the guardians if they perform 
extraordinary services for the beneficiaries. 

In most regional o€fices we visited, State  or county 
bar association fee schedules had been used to evaluate the 
reasonableness of attorneys fees . During the period 
covered by our review, the regfonil.l. offices approved guard- 
ians commissions and attorneys fees totaling &out 
$487,000, The regional offices had questioned the amount 
oZ guardians commissions and attorneys fees claimed in 6 8  
accountings andt as a r e s u l t ,  commissions and fees were re- 
ciuced or refunded bn 39 of the accountings and a total of 
$1,412 was recovered for the estates of beneficiaries. In 
the remaining 29 accountings, the C O Z N R ~ S S ~ Q ~ Z S  and fees were 
subsequently approved by VA and/or the courts, 

The regional offices also reported seven cases in 
which individual, guardians had diverted about $14,500 of 
beneficiaries' funds to their own useo We found, however, 
that in only one case had the misuse o€ funds actually been 
discovered as a r e s u l t  of VAQs audit of guardian account- 
ings. In the six other cases, the misuse of funds had been 
brought to VA's attention by outside sources or had been 
admitted by the guardians after VA had attempted to obtain 
the submissisn of delinquent accountings. VA maintains 
records for the courts and takes follow-up action to ensure 
that delinquent accountings are f i l e d  with the courts and 
with the vA. Such action. resulted in three of the guard- 
ians'  admitting, in person through correspondence, that 
they had misused beneficiaries' funds. 

In the States we visited, corporate guardians are re- 
sponsible generally for the administration of beneficiary 
estates and not for .the personal care of the beneficiaries. 
Ordinarily, VA conducts f i e l d  examinations to determine t he  
beneficiaries@ needs, Guardian accountings filed with  the 
cour ts  are essentially statements of receipts, disburse- 
ments@ and investments on hand at the end of the accounting 
periods m 

We found that carporate guardians frequently had re- 
quested VA and/or court approval prior to making disburse- 
ments for other than beneficiariese day-to-day living ex- 
penses, The functions of the corporate guardians are lim- 
i t ed  primarily to receiving and investing beneficiaries' 
€rands. In view of this f ac t  and the fact that corporate 
guardiians are banks and trust companies licensed by the 
Federal Government or by State governments to administer 
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private t r u s t  funds, which are subject to audit by Federal 
or State banking authorities, we believe that  VA audits of 
corporate guardians' accountings more f r e q u e n t l y  than every 
3 years are not necessary for safeguarding the funds of 
benef i c iar ie s  

Individual guardians are usually responsible for the 
personal care of the benef i c iar ie s  as w e l l  a5 for the ad- 
ministrat ion of their estates. F a m i l y  members or persons 
having close contact with the beneficiaries are usually ap- 
pointed as individual guardians. Such persons are in a PO- 
s i t i o n  to determine the beneficiaries' needs and to ensure 
that  VA funds are expended for these needs. On the b a s i s  
of t h e  results oE annual VA audits of accountings, we be- 
lieve that audits moze frequently than every 3 years are 
not necessary fo r  safeguarding the funds of beneficiaries, 
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GAO conclusions and Droaosals 

In December 1966, in a draft of this report that we 
submitted to VA officials €or review and comment, we stated 
our v i e w  that VA should continue to maintain records for 
the courts and to take follow-up action to ensure that de- 
linquent accounts were filed with the courts at the inter- 
vals prescribed by State laws. We stated our view also 
that VA should continue to require submission of these ac- 
countings but that VA could provide a reasonable amount of 
protection fo r  the estates of beneficiaries by auditing ac- 
countings of guardians and institutions at 3-year intervals 
rather than annually. 

We proposed that the Administrator of Veterans A f f a i r s  
revise VAos policy for auditing guardian and institution 
accountings to provide that audits of these accountings be 
made at 3-year intervals. 

We estimated that VA could realize savings in audit 
costs  of up to $450,800 annually by auditing guardian ac- 
countings at 3-year intervals rather than annually, These 
savings represent about two thirds of the estimated annual 
costs of auditing the accountings. We could not determine 
the precise amount of the potential savings because (1) 
VABs records relating to the audits of guardian accountings 
lacked sufficient details to enable us to determine the 
costs of preparing accountings and providing other free 
services for beneficiaries with small estates and (21 costs 
that would be incurred for requesting submission of, and 
verifying receipt of, such accountings could not be 
identified. In our opinion, these costs  would represent 
only a smal.1 reduction in the above savings. 

Agency comments and GAO evaluation thereof 

During our review, VA officials advised us that they 
considered a 3-yeas accounting interval to be the minimum 
necessary to provide basic protection for the estates of 
beneficiaries, However, VA officials did not concur with 
the proposal in our draft report that audits of court- 
appointed guardians be made at 3-year intervals. In 
commenting on our draft report by letter dated May 10, 1967 
(see appendix) ,. the VA Associate Deputy Administrator 
stated that: 

' * **  the Agency's position is that, in the pre- 
vailing climate, it has no choice but to audit 
the accounts at the intervals prescribed by state 
law or, in the alternative, go to the various 
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state l e g i s l a t u r e s  and a t t empt  t o  p r e v a i l  upon 
them to  amend t h e i r  laws to  extend t h e  account ing 
i n t e r v a l  I' 

The Associate Deputy Adminis t ra tor  s t a t e d  t h a t  VA had 
been in s t rumen ta l  i n  t h e  enactment of l e g i s l a t i o n  i n  virtu- 
ally all States c o n s t i t u t i n g  VA as  a party i n  i n t e r e s t  and 
working p a r t n e r  w i th  S ta te  c o u r t s  i n  cases involv ing  VA 
b e n e f i t s  for t h e  Pega l ly  disabled and t h a t  t h i s  legislation 
had ves t ed  i n  VA8s c h i e f  a t t o r n e y s  c e r t a i n  r i g h t s  before 
t h e  c o u r t s  and had imposed QXI them c e r t a i n  o b l i g a t i o n s ,  
bo th  as a t t o r n e y s  for t h e  Adminis t ra tor  and p e r s o n a l l y  as 
officers of t h e  c o u r t s .  H e  f u r t h e r  stated that a very 
close r e l a t i o n s h i p  had developed over t h e  years between t h e  
c h i e f  a t t o r n e y s  and t h e  v a r i o u s  S t a t e  courtsl and that irn- 
p l i c i t  i n  t h i s  r e l a t i o n s h i p  was: 

"the r e l i a n c e  on t h e  p a r t  of t h e  courts that VA 
Chief At torneys  will review the p r o p r i e t y  of t h a t  
which i s  submit ted t o  them in guard iansh ip  m a t -  
ters invo lv ing  VA b e n e f i c i a r i e s ,  and, i n  r e t u r n ,  
t h e  c o u r t s  g r a n t  the Agency's C h i e f  Attorneys 
s p e c i a l  p r e r o g a t i v e s  including streamlined plead- 
ings  and procedures  and, i n  many s i t u a t i o n s ,  per- 
miss ion  to b r i n g  matters before t h e  c o u r t s  w i t h -  
o u t  a formal court appearance by an  a t t o r n e y .  
This  harmonious r e l a t i o n s h i p  a l s o  enab le s  VA a t-  
to rneys  t o  o b t a i n  prompt hea r ings  when hearings 
are r e q u i r e d ,  t h u s  avoiding expensive,  t i m e -  
consuming de l ays  wa i t i ng  t o  be heard when, as i s  
u s u a l l y  t h e  case, t h e  court's ca l enda r  is crowded, 
These p r i v i l e g e s  have t h e  e f f e c t  of substan-  
t i a l l y  minimizing t h e  cost of admin i s t e r ing  es- 
tates i n  s t a te  courts from an Agency s tandpoin t ."  

The Associate Deputy Adminis t ra tor  stated h i s  b e l i e f  t h a t ,  
if VA failed t o  a u d i t  t h e  account ings  a t  t h e  i n t e r v a l s  
prescribed by State l a w s ,  t h e  c o u r t s  might react by 
r e q u i r i n g  VA to met i cu lous ly  adhere to a l l  requirements  of 
State  s t a t u t e s ,  court rules, and local p r a c t i c e s ,  and t h a t  
t h e r e  was no reasonable assurance  t h a t  costs would be re- 
duced. 

The Associate Deputy Adminis t ra tor  f u r t h e r  s ta ted 
that: 

"The a l t e r n a t i v e  is t o  go to t h e  s ta te  leg- 
i s l a t u r e s  and t o  a t t empt  t o  induce them t o  amend 
t h e i r  s t a t u t e s  to  provide for an extended ac- 
count ing  i n t e r v a l ,  T h i s  would e n t a i l  a long, 
time-consuming, and expensive processb with a 



minimal p rospec t  of reduced o p e r a t i n g  costs, In- 
formal  s t u d i e s  i n d i c a t e  upwards t o  one - th i rd  of 
cour t- appointed f i d u c i a r y  cases invo lve  s i n g l e  
v e t e r a n s  i n  p u b l i c  i n s t i t u t i o n s .  A s  such,  these 
v e t e r a n s  are n o t  e n t i t l e d  t o  b e n e f i t s  under 
38 U . S , C .  3203(B) (2) i f  t h e i r  es ta te  exceeds 
$1500 ,  As t o  them, an estate  review on an annua l  
i n t e r v a l  would be r e q u i r e d  t o  a s s u r e  t h a t  over-  
payments d i d  no t  occur.*** 

"Compliance w i t h  t h a t  p a r t  of t h e  recom- 
mendation which has t o  do w i t h  t h e  a u d i t  of i n-  
s t i t u t i o n  account ings  on a th ree- year  basis  is 
n o t  feasible. The involvement he re  is  about 
6 ,000  accounts  annua l ly .  The v e t e r a n s  are, a l-  
most w i thou t  except ion ,  s i n g l e  v e t e r a n s  whose . 

b e n e f i t s  are be ing  pa id  t o  a s ta te  i n s t i t u t i o n  by 
means of an  i n s t i t u t i o n a l  award. V i r t u a l l y  a l l  
of them are s u b j e c t  t o  t h e  estate l i m i t a t i o n  pro- 
v i s i o n s  of t h e  s t a t u t e  p r e v i o u s l y  cited.  I t  is ,  
t h e r e f o r e ,  e s s e n t i a l  t o  t h e  Government's i n t e r -  
ests t h a t  t h e i r  estates be reviewed n o t  less t h a n  
annually. '  

With respect t o  t h e i r  p r i n c i p a l  o b j e c t i o n  t o  ou r  pro- 
posal, VA o f f i c i a l s  agreed t h a t  VA was n o t  l e g a l l y  r e q u i r e d  
t o  a u d i t  guard ian  account ings  annua l ly .  The Associate Dep- 
u t y  Adminis t ra tor  expressed t h e  b e l i e f ,  as cited above t h a t  
VA's a u d i t s  of t h e  account ings  c o n t r i b u t e d  t o  i t s  harmo- 
n ious  r e l a t i o n s h i p s  w i t h  t h e  State c o u r t s  and t h a t  p r i v i -  
leges acc ru ing  from t h i s  r e l a t i o n s h i p  had t h e  effect of 
s u b s t a n t i a l l y  reduc ing  VA's a d m i n i s t r a t i v e  costs. 

VA of f ic ia l s  were unable  t o  f u r n i s h  u s  w i t h  s p e c i f i c  
in format ion  on the  e x t e n t  and degree of s p e c i a l  preroga- 
t i ves  g ran ted  t o  VA by c o u r t s ,  and n e i t h e r  w e  nor  VA knows 
t h e  e x t e n t  of p o s s i b l e  f u t u r e  adverse  c o u r t  r e a c t i o n s  or  
the  amounts of a d d i t i o n a l  costs t h a t  might r e s u l t  from pos- 
sible inc reased  c o u r t  involvements wh ich  might develop i f  
VA w e r e  t o  a u d i t  a l l  guard ian  account ings  only a t  3-year 
i n t e r v a l s ,  Therefore, w e  are n o t  making a recommendation 
t h a t  VA u n i l a t e r a l l y  change i ts p o l i c y  on such a u d i t s .  

We do n o t  agree w i t h  t h e  VA v i e w  t h a t  t h e  a l t e r n a t i v e  
t o  i t s  p r e s e n t  p r a c t i c e  i s  t o  go t o  t h e  State l e g i s l a t u r e s  
and attempt t o  induce them to  amend t h e i r  s t a t u t e s  t o  pro- 
v i d e  f o r  extended account ing i n t e r v a l s .  Under t h e  s t a t u t e s  
of at l eas t  10 S t a t e s ,  t h e  f requency of a u d i t s  of gua rd i an  
account ings  i s  l e f t  to  t h e  discretion of t h e  
co rd ing ly ,  i n  these States, changes i n  t h e  
are n o t  neces sa ryc  I n  t h e  remaining States ,  
q u i r e d  by State s t a t u t e s ,  b u t  these s t a t u t e s  

c o u r t s .  Ac- 
State  s t a t u t e s  
a u d i t s  are  re- 
do n o t  r e q u i r e  
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VA to make the audits, VA is not legally required by any 
law, Federal or State, to audit accountings annually. 

Since the basis for VA's policy of auditing account- 
ings annually is its relationship with State courts and 
since substantial economies could be achieved by reducing 
the frequency of audits, we believe that VA officials 
should examine into the feasibility of arranging with ap- 
propriate court officials for workable plans for  reducing 
the frequency of VA audits of accountings. We recognize 
that, initially, the full amount of the estimated savings 
will not be achieved because some increased use of VA at= 
tarneys will be required, However, we believe that savings 
could be achieved if VA were to make a positive effort to 
reduce the frequency of VA audits, 

VA also objected to our proposal on the basis that an- 
nual audits must be made of accountings involving single 
veterans in public institutions to ensure that, as required 
by 38 U.S.C, 3203(b) (2) , benefits are not paid for such 
veterans whose estates exceed $1,500. Accountings involv- 
ing single veterans in public institutions consist of (1) 
accountings prepared by court-appointed individual and 
corporate guardians and ( 2 )  accountings prepared by insti- 
tutional award payees designated by VA to receive and ad- 
minister benefit payments for the veterans, 

Regarding the accountings prepared by court-appointed 
guardians, the VA regional offices in at least four States 
--Delaware, New Hampshire, New Jersey, and Pennsylvania- 
generally audit such accountings at 3-year intervals, Our 
inquiries did not disclose any problems experienced by 
these offices in administering the $1,500 limitation. We 
made inquiries at the Wilmington, Newark, and Philadelphia 
Regional Offices, and were informed that, in these cases, 
these offices received and audited such accountings at 3- 
year intervals unless the portions of the monthly payments 
being conserved as savings for the veterans were so large 
that the veterans' estates would exceed $1,500 in less than 
3 years, In the latter situations, the regional offices 
call fo r  accountings at the approximate time that the es- 
tates will reach $1,500. 

VA records do not readily show the number of single 
veterans in public institutions either in total or by re- 
gion. However, information obtained in our reviews indi- 
cated that the total may be considerably less than indi- 
cated by the statement in the Associate Deputy Adniinistra- 
tor's letter that: 
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"Informal studies indicate that upwards to one-third 
of court-appointed fiduciary cases involve single vet- 
erans in public institutions,'' 

We were informed that the Wilmington, Newark, and Phila- 
delphia Regional Offices had rarely encountered such cases. 
A VA Central Office official informed us that the statement 
in the letter had been based on data in selected guardian- 
ship folders submitted during a 2-week period by three VA 
regional offices to the VA Central Office for a quality 
review and that, in these cases, the range of court- 
appointed fiduciary cases involving single veterans in 
public institutions was from 25 percent to 35 percent. 

Regarding VA's views on institutional award account- 
ings, which are not subject to State statutes, VASs objec- 
tion to reducing the audit frequency in these cases is 
based on its belief that most oE the veterans involved are 
single and are thus subject to the $1,500 limitation, These 
approximately 6,080 cases represent only a small percentage 
of the t o t a l  annual accountings that are audited annually, 
and our estimated savings of $450,000 does not include 
possible savings due to reduced audits of institutional 
accountings 

During the period covered by our review, VA had ai.- 
dited 314 institutional award accountings at the eight rc 
gional offices we visited and had found s ix  accountings 
which were considered to have unsatisfactory conditions. 
The $1,500 limitation had not been exceeded in any of these 
six accountings, and, in our opinion,  the unsatisfactory 
conditions in the accountings were not seriouse 

Since the regional offices in the four States gene- 
a l l y  audit court-appointed fiduciary accountings involving 
single veterans at 3-year intervals, we believe that VA 
should review the procedures used in those States in admin- 
istering the $1,500 limitation, and, if feasible, adopt 
such procedures for the institutional award cases as well. 

Recommendations 

We recommend that the Administrator of Veterans Af- 
fairs have an examination made into the feasibility of ar- 
ranging with appropriate court officials for  workable plans 
for reducing the frequency of VA audits of guardian ac- 
countings. 

With respect to the administration of the statutory 
limitation on benefit payments for single veterans in pub- 
lic institutions, we recommend that the Administrator have 



a study  made of the control procedures presently used in 
the regional  offices i n  those S t a t e s  in which accountings 
are now audited a t  3-year i n t e r v a l s  and, if pract icable ,  
have such procedures establ ished i n  other regional  o f f i ces .  



Revision of policy regarding conducting 
oi: interim field examinations 

We believe that VA could discontinue interim field ex- 
aminations in the large majority of cases involving minor 
children under parenta l  custody w i t h o u t  adversely eEfectFng 
the interests or welfare of the beneficiaries. We estimate 
that this change in V A ' s  policy wouLd r e s u l t  in savings of 
up to $440,000 a year, On the other hand, we believe that 
VA should increase interim f i e l d  examinations i n  cer ta in  
cases involving mentally incompetent beneficiaries. We 
could not deeerrnine the c o s t s  of the  additional field 
examinations, but we estimated that t h e y  might amount to 
approximately $50,000 annually. 

At the time of our  reviewc it was QA policy to make 
personal contacts w i t h  all. beneficiaries, except those 
hospitalized in VA institutions, every 3 years after the 
i n i t i a l  appointments of tkc fiduciaries. The purpose of 
the visits 4s to make general evaluat ions of the benefi- 
ciaxiese heallkh and general. and financial welfare and to 
identify and correct any eanditiofis which have uafavor&le 
effects on the beneficiarias, 

Reports on the health and welfare of beneficiaries are 
prepared by field examiners after each visit. These 
reports l i s t  the standard categories f o r  classifying the 
most common types of unsatisfactory conditions. When field 
examiners find unsatisfactory conditions, they check the 
appropriate categories and give narrative descriptions of 
the conditions and the corrective actions taken. VA in- 
cludes this information in its budget submissions to the 
Congress. VA reported that over 17t400 unsatisfactory 
conditions affecting beneficiaries had been found and cor- 
rected during fiscal year 1966. 

During the period covered by OUT review, the eight 
regional offices which we visited had conducted 4 ,040  in- 
terim field examinations, which represented about one 
f o u r t h  or their annual volume, and had reported finding 
1,026 unsatisfactory conditions in 5 3 5  cases, Our review 
of the 585 cases showed that 371, or 6 3  percent, involved 
minor children living with their natural nothers or €a- 
thers; 180 cases, ox 31 percent, involved incompetent vet- 
erans and other adults; and 34 cases, or 6 percent, in- 
volved minor children living with custodians other than 
their natural parents e 

The majority of unsatisfactory conditions reported in 
cases involving minor children under parental custody were, 
in our opinion, insignificant and had l i t t l e  effect on the 



children's welfare. On the other hand, 
of the conditions affecting incompetent 
volved situations in which VA funds were 
the beneficiariese needs. 

we found t h a t  some 
beneficiaries in- 
not being used fo r  

Interim field examinations could be 
discontinued in cases involving 
minor children under Darental custody 

We made a detailed review of the 374. cases involving 
minor children under parental custody, which contained 
conditions c lass i f ied  by VA as being unsatisfactory. We 
examined the initial field examination reports and a l l  sub- 
sequent interim reports. We found that generally the f i e l d  
examiners had reported the chiLdrenqs welfare as being oat- 
isfactory and had reported their homes and environments as 
being adequate and suitable for t h e  ch i ldren ' s  needs. 

Summarized below, by VA categories, are the most Ere- 
quently reported unsatisfactory conditions affecting minor 
children under parental custody. 

Funds not  invested or improperly invested 

We found that the unsatisfactory conditions re- 
ported under 'chis category involved, in the major- 
i t y  of the casesI the improper regis%ration of in- 
vestments rather than improper investments. In 
many cases, the mothers had been designated as 
trustees rather than as custodians or the accounts 
had been registered in the children's names r a t h e r  
than in the names sf the mothers as fiduciaries of 
the chi ldren,  At one office we visited, the f i e l d  
examiners had reported conditions as being tansatis- 
tory because the children's funds had been depcss- 
ited in banks, although savings and loan associa- 
tions in the areas were paying higher rates of in- 
terest, 

Funds XIQ~ used for  d e n t a l  or medical care 

6Je found that t h e  unsatisfactory conditions re- 
ported under this category involved, in the  major- 
ity of the cases, routine dental care. There were 
no indications that the beneficiaries had required 
serious or emergency treatment, In one office we 
visited, a number of cases were reported, even 
though the beneficiaries' d e n t a l  or medical needs 
were being taken care of or had already been pro- 
vided for with other than VA funds, because the 
parents were not aware that  VA funds could be used 
for dental or medical care, 
,- 
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3.  F a i l u r e  to obtain maximum VA or other benefits 

We found that unsatisfactory conditions had been 
reported under t h i s  ca tegory  when f i e l d  examiners 
had found that beneficiaries or parental custodians 
might have been entitled to additional VA b e n e f i t s  
or to social security b e n e f i t s .  For example, 
unsatisfactory coriditions had been reported if w i d-  
owed mothers in low-income brackets had been ir:- 
formed that they could apply for  Vi4 widows' pen- 
sions even though determinations had not been made 
t ha t  the parental custodians were, in fact, eli- 
gible for the pensions, Also, unsatisfactory con- 
ditions had been reported if the beneficiaries were 
not receiving social security b e n e f i t s .  In one 
such case, VAes files contained evidence t h a t  t h e  
beneficiary was not  eligible for social security 
benefits. Unsatisfactory conditions had been 
reported in other cases because the parental 
custodians were not aware that beneficiaries could 
continue to receive VA benefits beyond age 18 i f  
they were to remain in school. Some of these bene- 
ficiaries were then  in elementary schools and would 
not become e l i g i b l e  for these benefits f o r  a number 
of years. 

4. Unjustifiable failure to assure continuance 
of education 

One office we visited had reported unsatisfactory 
conditions under this category in 67 cases in which 
the mothers were not aware of State l e g i s l a t i o n  
t h a t  provided for waiver o f  t u i t i o n  and fees a t  
State-supported collreges for chi ldren of deceased 
or t o t a l l y  disabled veterans. We found that this 
office had reported also such u n s a t i s f a c t o r y  con- 
ditions under the preceding category in. 62 other 
cases. Many of t h e s e  minors were then i n  elemen- 
t a r y  schools. Other offices had reported unsat- 
isfactory condikions lander this category when minor 
beneficiaries had failed to complete high school. 

5. Other 

Many of the condi t ions  reported under this category 
were similar t o  t h e  conditions discussed in the 
above sections. A number of other condi t ions  w e r e  
reported as being unsatisEactory because mothers 
had utilized minors' funds beyond the authorized 
limitations without pr ior  approval of the chief 
attorneys. In all of these casesp the f i e l d  
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examiners, on behalf of the chief attorneys, had 
approved the expenditures as being in the interests 
of the beneficiaries and the examiners had 
authorized the mothers to continue to use VA funds 
when needed. Despite their approval of these ex- 
penditures, the field examiners had reported these 
conditions as being unsatisfactory. 

We believe that the categories of unsatisfactory con- 
ditions often overstated the conditions described in the 
field examination reports. In our opinion, the majority of 
the conditions reported as being unsatisfactory were not 
significant. 

Generally the field examinerss instructions or advice 
to the mothers were considered to be corrective actions and 
no additional follow-up actions were made or deemed to be 
necessary. We found that in only one of the 371 cases we 
reviewed had a mother been discharged as custodian. In 
this case, the mother was receiving VA funds although the 
minor beneficiaries were no longer residing with her. VA 
does not maintain records to identify cases of this nature; 
however, we requested the chief attorneys in the regional 
offices we visited to furnish us with all cases they could 
recall in which mothers had been discharged as custodians. 
We were furnished with only four such cases. 

Conclusions 

We believe that VA could discontinue interim f i e l d  
examinations in the large majority of cases in whish minor 
beneficiaries reside with their parents, Me believe also 
that, at the time of the initial appointment investiga- 
tions, the field examiners could make determinations as to 
the need for future interim contacts based on the environ- 
mental conditions and family relationships, We further be- 
lieve that it is misleading f o r  VA, in its budget submis- 
sions to the Congresst to report many of these conditions 
as unsatisfactory, in view of the trivial nature of the 
conditions and t h e  insignificant effects on the welfare of 
the beneficiaries, 

We estimated that more than $830,000 was being paid 
annually in personnel costs, as well as undeterminable 
amounts of travel costs, in conducting interim and final 
field examinations in cases of minor beneficiaries under 
parental control, On the basis of our examinations of VA 
data on f i e l d  examinations, we believe that up to one half 
of this amount could be saved by eliminating interim field 
examinations in cases of minors under parental custody in 
stable family situations. Data for making a more precise 
estimate of this savings was not available. 



Agency action 

At the completion of our field work, we discussed our 
findings with officials of the VA's Guardianship Service. 
Subsequently, the Department of Veterans Benefits autho- 
rized chief attorneys to waive interim field examinations 
in cases involving minor beneficiaries under parental cus- 
tody in stable family situations. These instructions pro- 
vide for final personal contacts with all minor benefi- 
ciaries, generally when they reach the 11th year of their 
education. The purpose of these final contacts is to make 
thorough up-to-date reviews of tne administration of the 
beneficiaries' estates and to explain VA benefits and other 
Federal and State educational and vocational assistance 
programs €or which the beneficiaries may be eligible. 

In his May 10, 1967, letter, the Associate Deputy -did- 
ministrator stated that the VA was in complete agree'mgnt 
with our recommendation that VA discontinue interim contact 
field examinations in cases involving minor beneficia'@.es 
under parental fiduciaries when stable family situat?&ns 
exist. He stated also that both the VA and the GAO Stadies 
indicated that trivial situations were being reported as 
unsatisfactory conditions in VA investigation reports in 
the minor beneficiary area. He further stated khat 
necessary revisions of instructions on definitions of 
unsatisfactory conditions would be included in the program 
manual revision. 

The Associate Deputy Administrator stated also that 
"*** the resources made available by reason of waiver of 
interim investigations in minor cases could approximate 
upwards to $400,000 annually in cost." He indicated that 
these resources could be more profitably employed for nec- 
essary investigative work on other guardianship cases. 

involving incompetent beneficiaries 

We made a detailed review of the 180 cases involving 
incompetent veterans and other adults, in which conditions 
had been classified by VA as being unsatisfactory. In the 
majority of the 180 cases, the field examiners had reported 
that the amounts being released by corporate guardians for  
the beneficiaries' care and maintenance were not sufficient 
to provide for all of their needs or that institutionalized 
beneficiaries were not being provided with personal 
comforts although funds were available fo r  such purposes. 



On the basis  of' our review of VA f i l e s  and discussion 
w i t h  VA of f ic ia l s ,  we believe t h a t  the  condit ions in some 
of the 180 cases were of a searisus nature  in that they had 
resulted from (1) the i n a b i l i t y  or reluctance of the per- 
sons vested with the care of the beneficiaries to notify 
the  guardians or VA of the beneficiaries' needs and (2) the 
uncooperative or i n d i f f e r e n t  attitude of t h e  beneficiaries 
toward accepting medical attentionzor other assistance, 

At the time of initial appointment of a guardian, the 
VA f i e l d  examiner generally makes a determination as to the 
monetary needs of the beneficiary. Arrangements are then 
made to have the guardian pay a monthly care and mainte- 
nance allowance to the person responsible for the personal 
care of the beneficiary. When the beneficiary is a patient 
in a State or private institution, arrangements are usually 
made to have a portion of the funds paid directly to the 
institution for the beneficiary's care and maintenance and 
another portion deposited in a personal account to be used 
to provide personal comforts f o r  the beneficiary. 

One VA chief attorney informed us that State institu- 
tions in his region were overcrowded and did not have suf-  
ficient personnel for ensuring that funds were used for 
beneficiaries' personal comforts. In another regional of- 
fice, we found that, in a large number of cases, the per- 
sons responsible for the care of incompetent beneficiaries 
had not  notified VA or the guardians that additional funds 
were necessary. In many of these cases, the guardians were 
maintaining estates in excess of $10,000 for the benefi- 
ciaries. The chief attorney in this regional office as- 
sured us that the persons responsible for the care of in- 
competent beneficiaries were aware that funds were avail- 
able for ,  and intended €or use for, beneficiaries' needs. 
However, he could offer no explanation as to why these 
persons had not notified VA or the guardians when addi- 
tional funds were needed for the beneficiaries, 

For the most part, those conditions which appeared to 
us to be of a serious nature had been reported as corrected 
after the field examiners had requested the guardians to 
increase the monthly care and maintenance allowances or af- 
ter the examiners had informed hosp i ta l  officials and per- 
sonnel that funds were available for providing beneficiar- 
ies with personal comforts. The next interim contact was 
scheduled, in the majority of these eases, for 3 years 
later. In our opinion, the cases isavoLving more serious 
conditions warrant field examinations mure frequently than 
every 3 years. 



We could not determine the costs of increased f i e l d  
visits in these cases because the frequency of the examina- 
tions will depend on the conditions found in individual 
cases. On the basis of cases noted by VA in which funds 
had not been used for the essential needs and personal com- 
forts of incompetent beneficiaries and assuming that these 
cases might warrant annual, rather than triennial, visits, 
we estimated that additional costs of approximately $50,000 
a year, nationwide, might result from the increased 
visits. 

Agency action 

At the completion of our field work, we discussed this 
finding with officials of the VA's Guardianship Service. 
Subsequently, the Department of Veterans Benefits encour- 
aged chief attorneys to make contacts more frequently than 
every 3 years, when warranted, in cases involving incompe- 
tent beneficiaries. In h i s  letter dated May 10, 1967, the 
Associate Deputy Administrator stated that he agreed with 
our view that the frequency of interim investigations in 
cases involving incompetent beneficiaries should be in- 
creased. 
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SCOPE OF FUVIEW 

Our review was made a t  eight VA regional offices-  
Chicago, Illinois; Winston-Salem, North Carolina: Detroit, 
Michigan; Indianapolis,  Indiana3 Denver, Colorado; St. Pe- 
tersburg, Florida$ Philadelphia, Pennsylvania; and Seattle, 
Washington--and at the VA Central Office, Washington, D.C. 

We reviewed Federal laws; VA policies, procedures, and 
pract ices  governing the administration 0% the guardianship 
program; and State Legislation applicable to guardianships 
in the S t a t e s  in which the eight VA regional offices were 
located. We examined 815 of the  8,212 accountings audited 
b y p  and 585 of the 4,040 reports on f i e l d  examinations made 
b y p  the eight VA regional offices during June, J u l y ,  and 
August 1965 and the related documents and records on the 
audits and f i e l d  examinations in VA case files. We 
discussed our findings and views with appropriate o f f i c i a l s  
and employees of the eight regional  offices and the  VA Cen- 
tral O f f i c e .  
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VETERANS AQMINISTRATIQN 

WASHINGTON, D.C. 20420 
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS 

May 10,1967 

MP+ Le DK6?Wn8€I2 
Aseistant Director, C i v i l  

A C X Q U I I ~ ~ ~  and Auditing Division 
u. 5. General Accstunating Off ice  
Room 152, VA Building 
Washington, D. @, 20420 

We have reviewed the  draft:  of your proposed r e p o r t  t o  the  
Congress on "Review of Pol ic i e s ,  Procedures, and Prac t i ces  f o r  
Safeguarding Funds st Minor and Mentally Incompetent Benef ic iar ies  
Under the  Guardianship Program". The f indings and recoimnendations 
in chat repol;t deal with four bas ic  guardianship areas, i.e.: 
(1) need ~ Q X  VA audit of sta te  court-appointed individual  f i d u c i a r i e s '  
accounts a t  annual i n t e r v a l s  when so prescribed by state law 

"* note i (Z) need for  annual a u d i t  of accounts of 
ins tibuticanal f i d u c i a r i e s  ; (3) discontinuance of in ter im contac t  
f i e l d  e~ctaninat i~ i~  in case8 involving minor benef i c i a r i e s  under 
pa ren ta l  f i d u c i a r i e s  when t he re  is a s t a b l e  family s i t u a t i o n ;  and 
(4) need for w z e  frequent  personal  contac t  inveet iga t ions  in cases 
involving a d u l t  mentally incompetents. 

These recornendations have been the sub jec t  of extensive 
discussions begween representa t ives  of VA and your o f f i c e .  As to 
the first, %he Agency's pos i t ion  is t h a t ,  i n  the  p reva i l ing  climte, 
116 has no choice bug t o  a u d i t  the accounts a t  t he  i n t e r v a l s  prescribed 
by sta te  law or, i c n  the a l t e r n a t i v e ,  go to  the  various state l e g i s l a t u r e s  
and attemp$. t o  prevail upon them to  amend t h e i r  l aws  t o  extend the  
account bng in te rva  1 

Early i n  the h i s t o r y  of the  Guardianship Program, i t  was found 
t h a t  the  Agency needed pf ready forum i n  the  community i n  which the 
f iduc ia ry  and benef ic iary  res ided to p r o t e c t  the  benef i c i a ry ' s  i n t e r e s t s  
and to msure r e s t i t u t i o n  when benef i t s  were misused. To accomplish 
th is ,  %he MA was instrumental i n  the enactment of l e g i s l a t i o n  in v i r t u -  
ally all of &he 50 sta tes  c o n s t i t u t i n g  the VA as a par ty  i n  i n t e r e s t  
and ~ ~ r k i n g  par tne r  wi th  a t a t e  cour ts  i n  s i t u a t i o n s  involving payment 
of  VA b e n e f i t s  in behalf of the  l e g a l l y  disabled.  These s t a t u t e s  v e s t  

GIhO note: Deleted comment relates t o  a 
the draft report  but omitted 
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HE. L. M. Dreiinan, Jr. 
Assfstanf: Director, Civ i l  
Accounting and Aud&ting Dfvis h n  

i n  the Agency's Chief Af;t~r~i@p celrtaiu rights before the courts and 
impose on thein cer ta in  ob~igatiom, both as attorney EOK the A 
and personally as an officer ~f the C Q W ~  in the j u ~ i s d i c t l o n  in which 
the Chief Attorney is licensed to practice. 
state courts is entirely unique among Federal Agencies and Departmats e 

This cowie of act ion was d i r e c t  result of a. g s e ~ i e ~  of Congressional 
inveetigatiom which established the existence of videepzerad fiduciary 
theft and other inproper use of funds paid in behalf of legal ly  disabled 
benef ic iar ies .  3Cr was found that fiduciaries were misappropriating 
upwards of 10% of all bemefits paid  and generally misusing a sebstantial  
portion of the remainder, 
that the courts completely lacked the mcbinery t o  assure proper estate 
adminioeration. Accordingly, the Congrese directed the Agency to pro- 
vide this capability to the end tha t  the in te res t s  OF these benef ic iar ies  
would be protected. 
but the general knowledge t ha t  it exists has been a strong deterrent t o  
fiduciary mischief. 

The Agency's larhatua in 

This state  ~f affairs was due to the fact 

Over the years this has not only assured restitution, 

Over the yearsp a very close  re la t ionship has been developed 
between the Agency's Chief Attorneys and the various state  courts. 
Essent ia l ly ,  FP: is a matter of the courts providing elm form and the 
Agency the machinery t o  make it effect ive .  
re l iance on the part of the courts that VA Chief Attorneye will nsvlew 
the propriety of t h a t  which l a  submitted to them in guardianship 
matters involving VA beneficiaries, and, iw return, the courts gram%: 
the Agencyg$ Chief Attorneys special prerogatives including stream- 
lined pleadings and procedures and, in many situations, permission t o  
bring matters before the courts without a formal COUHC appearance by 
an attorney. Thi8 kerrmnious relationship also enables VA attorneys 
to obtain prompt hearings when hearings are required, ehus avoiding 
expansive, time-consuming delays waiting to  be heard when, as is 
usually the case* the (GQUT~'S calendar is crowded. mese priviaagae 
have the effect of substant ia l ly  minimizing tAe cost of administering 

l i c i t  in it is the 

@8ta&?8 in state csurC$ from an Agency $t&'dpoht*  
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The aItenlat5ve is &o go 60 t&z s t ~ t e  HegLslatures and to  
attempt t o  induce then t o  araen8 their  statutes t o  provide for an ex- 
tended aCCOtlk , t%tIg  interval ,  This v o d d  entail a long, time-consuming, 
and e ~ p a ~ i . ~ e  process,  wit% a minimal prospect of reduced opera t ing  cofsts. 
Informal zi tudies indicatx tap%rard,a t o  one- third of court-appointed 
f iduc ia ry  sases involve s ing le  veterano i n  p u b l i c  i n s t i t u t i o n s  As 
such, these  vetauans %:$e noc eZ$tit:led $0 benefic8 under 38 U*S.C ,  
3203(B) ( 2 )  i f  their  eatoee exceeds $ l S O O ,  As t o  them, an estate 
r w i e w  o~lz an sanual  iweersval ~ o u l d  be required t o  assure  t h a t  over-  
payments d id  n ~ t  QCCUT. As t o  many ca5es, changing s i t u a t i o n s  would 
diccate an inquiry into the case a t  an annual i n t e r v a l  ts a d j u s t  
allowances as d i c t a t e d  by the facts found, 
convenient and iraexpekisive w&y of accomplishing t h i s  
of allowances, indica ted  s u r e t y  bond increaees,  etc,,  can be made i n  
connection with the  account aa: no add i t iona l  cost.  
quest ion whether t h i s  approach would save anything i n  the foreseeable 
fu tu re ,  hawing i n  m h d  the s a l a r y  levels of the  a t to rneys  who would 
be involved i n  the e f fo r t  and the minim1 seduction i n  cost, i f  anyI 
which could be reasonably an t i c ipa ted .  

The account a u d i t  i.8 a 
and ad j u s  tments 

To sum up, we 

Compliance with  t h a t  p a r t  of the resomendat ion  which has to 
do with the  audit of inst i tut ion accountings on a three-year bas i s  is 
not f eas ib le .  The inuolvemnt  hare i o  about 6,000 accounts annually. 
The veterans  age, almost without exception, s i n g l e  ve terans  whose 
b e n e f i t s  are being paid  t o  a state i n s t i t u t i o n  by means of an 
i n s t i t u t i o n a l  award. 
l imita t ion prsvisi.ono sf the  statute prewi~usly c i t e d .  It is, therefore ,  
e s s e n t i a l  t o  the Government's interests t h a t  t h e i r  estates be reviewed 
not less than annually,  There is, of ~ O U K S ~ ~  a l s o  she welfare of the  
incompetent veteran himself to  be considered, and t h i s  review w i l l ,  
t o  a considerable extent, protec~  it. 
n e g l i g i b l e  s ince  the account is a simpbe, one-page statement, usual ly  
conta in ing f i ve  or six e n t r i e s ,  

QirtuaIly a l l  of them are sub jec t  to  the e s t a t e  

Manpower involvement is 

We are i n  complete agreement with your recommendation t o  d i s -  
continue interim contact f i e l d  examinations i n  cases involving minor 
b e n e f i c i a r i e s  under pareneal Eiduciaries  when a s t a b l e  family s i t u a t i o n  
exists ,  
inves t iga t ions  should be increased i n  incompetent a d u l t  benef ic iary  
cases. 
i n  the  Department of Veterans Benefi ts  Interim Issue 27-66-1. 
there was substantial disagreement, however, as t o  the  impact of t h i s  
pol icy  change upon arrialnpower requirements. Our f indings ,  as a r e s u l t  
of an independent study covering nearly &W years ,  demonstrated t h a t  
we could more profieably employ available resources i n  the  a d u l t  area 
rather than i n  interim centacts in minor pa ren ta l  s i t u a t i o n s  where 

We ales agree wirh your f i ~ d i n g  t h a t  the frequency of in te r im 

Our change i n  program policy was promulgated on June 20, 1966, 
I n i t i a l l y ,  
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W e  Lo H. Ibrennan, Jr. 
Ass is t a n t  Director, Civi l  

Accounting and Auditing Division 

s t ab l e  family s i t ua t i ons  were found. 
support this conclusion. 
of t r i v i a l  s i tua t ions  being reported as birnsetisfactopbr conditione in 
investigations conducted i n  the minor beneficiary area. Conversely, 
the s tudies  showed a high frequency sf beneficiary neglect in adul t  
cases. You believe, and w e  agree, t ha t  t ightening of the def in i t ions  
of uneatisfactory conditions i s  needed i n  minor cases. Necessary 
revis ion of exieting k'bstructions w i l l  be included i n  a program mSnUal 
revitlion now underway. 

YQUK findings based on your study 
Both s tud ies  re f lec ted  considerable frequency 

We a re  i n  agreement that the resources made available by 
reason of waiver of interim investigations i n  minor ca5es could approx- 
h a t e  upwards t o  $4Q0,000 annually i n  cost. This is based on the 
assumpgion tha t  there is involved between 15,000 t o  20,000 investigations 
of t h i s  type. 
Attorney r o l l s ,  and the number is s tead i ly  increasing. 
interim contact  basis, they w i l l  produce about 34,000 investigations 
a year, With the sawe over-all manpower available, w e  are currently 
runnhg  about 9,000 i n i t i a l  arsaointenent investigations over last year. 
Since i n i t i a l  investigations a re  subs tan t ia l ly  wre  t k - consuming  
than the investigations being waived, we estimate tha t  they are con- 
suming upwards t o  two-thirds of the manpower made avai lable  through 
wbiveb. of contacts i n  minor cases. It follows t h a t  we w i l l  be hard- 
pfessed fo accomplish the denroasfrably needed addi t ional  investigations 
i n  adul t  cases with the manpower that remains. 

We now have nearly 110,000 adul t  incompetents on Chief 
Qn a t r i enn ia l  

Xn the pas t  seven years, the Agency's Guardianship Service 
moved from an extremely conservative program concept ( i . e b )  annual 
m i t t e n  accounts from f iduc ia r ies ,  whether appointed by 8 t a t e  courts 
or otherwise, supplemented by annual personal contact investigations 
in a l l  cases) to the present approach, which is designed to  obtain 
maximum u t i l i t y  by concentrating available resources where they are 
most needed. This was accomplished s tep  by s tep  as experience gained 
demonstrated the probabil i ty t ha t  the succeeding s t ep  could be taken 
without Jeopardizing the i n t e r e s t s  of the benef ic iar ies  served. 

The s t e p s  i n  t h i s  evolvement were as follows: 

a. Extension of personal contact  investigations t o  a t r i enn ia l  
in terval .  

b. Extension of Federal f iduciary wr i t t en  accounts (those 
established under Federal l a w  and thus not subject  t o  state 
law requirements) t o  two years. 
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Mr, L, H, DTaeatnan, J-s. 
Assistant Birec&cx, C i v i l  

Accounting and Auditing Division 

6. 
accounts 

Elimination of requirement of Federal  f i d u c i a r i e s '  w r i t t e n  

d e  Discantinuance of Chief Attorney involvement i n  apportioned 
award, short-term benef ic iary  entithement, and VA i n s t i t u t i o n a l  
award cases, 

e .  Waiver of t r i e n n i a l  personal contac t  inves t iga t ions  i n  
parental-minor s i t u a t i o n s  i n  which a s t a b l e  family s i t u a t i o n  
e x i s t s  ,. 
f ,  Increase i n  the  frequency of personal contac t  inves t iga t ions  
i n  adlnkt incompetent benef ic iary  cases where most needed. 

The foregoing was addressed to the el iminat ion  of l o w  p r i o r i t y  
a c t i v i t i e s  and the  s u b s t i t u t i o n  of less c o s t l y  a l t e r n a t i v e s  . Coincident 
with i t ,  s u b s t a n t i a l  savings were also achieved i n  the  area of work 
design as follows: 

a. Elirninaation of spec ia l i zed  profess ional  assignments to  
achieve b e t t e r  c r o s s - u t i l i z a t i o n .  

b e  
roles 0% the  " in-office"  at torney responsible f o r  making 
decisions and the f i e l d  a t torney responsible €or developing 
the  ifacts upon whish the decisions were based. 

Professional supervisory overlay reduced by consol ida t ing  

6. Subs t i tu t ion  of t r a ined  non-professionals f o r  a t torneys  i n  
estate adminis t ra t ion  areas involving work of a quas i- legal  and 
judpenta l  nature ,  

As a result of these ac t ions ,  Chief Attorneys '  Offices i n  
the  p a s t  f i s c a l  year were operated with 17.5 percent  l eas  employees 
than i n  1960, and they serviced 55.4 percent  more benef ic iary  cases,  
conducted 12,6 percent  wre inves t iga t ions ,  and 8.9 percent  more 
legal ac t ions .  We are proud of our record of accomplishment. 
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Thank YOU for your report. We w i l l  be glad t o  furnish YOU 
any additional information which YOU may desire. 

Associate Deputy Administrator 

Deputy Administrator 
For and In the absence of CYRIL F, BRICKFUSLD 

- US. GAO Wash., D.C. - 3 0  




