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Section D.  Issues Regarding Beneficiary Funds

 PRIVATE INFOTYPE="OTHER" Overview

 PRIVATE INFOTYPE="OTHER" 
	In this Section
	This section contains the following topics: 


	Topic
	Topic Name
	See Page

	14
	Personal Funds of Patients (PFOP) Accounts
	4-D-2

	15
	Withheld Funds
	4-D-6

	16
	Disposition of Deceased Beneficiaries’ Funds
	4-D-7


14.  Personal Funds of Patients (PFOP) Accounts

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on veteran’s funds which may be held in personal funds of patients (PFOP) accounts.


	Change Date
	February 2, 2005


	a.  Determining the Amount of a Veteran’s Funds
	The fiduciary personnel must obtain complete information about the status, location and availability of personal funds of patients (PFOP) as well as other funds of the veteran in order to determine the course of action best suited to the veteran’s needs.

These funds may be held by 

· the Director of an institution, such as a Department of Veterans Affairs medical center (VAMC), or

· in a PFOP account at the Hines Benefits Delivery Center (BDC).  


	b.  Process for Researching Hines BDC Accounts
	The table below outlines the process for researching cases involving PFOP accounts.  


	Stage
	Description

	1
	Each year in May, the Hines BDC generates the “Listing of PFOP Accounts At End of Month.”  

	2
	The Veterans Service Center Manager (VSCM) obtains this report from the regional office (RO) Finance or Support Services Officer.

 

	3
	Fiduciary personnel must

· research every case on the listing, taking into account the considerations outlined in

· M21-1MR, Part XI, 4.D.13.c, and

· M21-1MR, Part XI, 4.D.13.d
· annotate their findings on each case, and

· return the listing to the Finance or Support Services Officer for referral and further action, as appropriate.  


Continued on next page

14.  Personal Funds of Patients (PFOP) Accounts, Continued

	c.  Considerations for Researching Accounts
	When researching accounts, fiduciary personnel must access the Fiduciary Beneficiary System (FBS) to confirm the 

· veteran’s whereabouts, and

· location of the principal guardianship folder (PGF).

If the case cannot be identified in FBS, the Benefits Delivery Network (BDN) must be reviewed.

In cases involving errors of jurisdiction, the 

· case must be referred to the Finance or Support Services Officer with a request for correction of the listing, and

· RO or center actually having jurisdiction of the PGF must be 

· notified of the listing, and

· asked to take appropriate action.  


Continued on next page

14.  Personal Funds of Patients (PFOP) Accounts, Continued

	d.  Determining the Need for a Fiduciary and Whether to Transfer PFOP Funds
	Fiduciary personnel must determine 

· whether a fiduciary has been, or should be, appointed, and

· if the funds held in PFOP should be transferred from Hines BDC to the appointed fiduciary. 

The table below outlines the actions to be taken based on the status of the veteran.


	If …
	Then …

	the veteran is competent
	fiduciary personnel should arrange for immediate release of the Hines PFOP funds to the veteran.

	the veteran is deceased
	the Finance or Support Services Officer must be notified and provided with information concerning heirs who fall within the “limited distribution” guidelines.

Note:  These limited distribution guidelines require that any remaining funds be paid to the following persons in the order listed, per 38 U.S.C. 5502(d):

· surviving spouse 

· the children, divided equally, regardless of age or marital status, and

· equally to the dependent parents.

	there is an existing Department of Veterans Affairs (VA) fiduciary other than an institutional award payee   
	consideration should be given to releasing the Hines PFOP funds to that fiduciary.

	· the veteran is in an institution, and

· there is no fiduciary
	a fiduciary must not be appointed solely for the purpose of releasing funds from the PFOP account at the Hines BDC. 

	it is determined that a fiduciary is necessary for the welfare of the veteran
	· a fiduciary must be appointed, and

· the Finance or Support Services Officer notified.


	Note:  At a minimum, every case on the list should be annotated to show the veteran “alive–no further action necessary at this time.” 


Continued on next page

14.  Personal Funds of Patients (PFOP) Accounts, Continued

	e.  Action to Transfer PFOP Funds
	To authorize the transfer of PFOP, if determined appropriate, the VSCM prepares VA Form 21-555, Certificate of Legal Capacity to Receive and Disburse Benefits, or a memorandum stating the amount(s) to be transferred, in a lump sum or at specified intervals, to the veteran, dependents, or the fiduciary.   

Use the table below to determine where to forward VA Form 21-555. 


	If the PFOP is held at ...
	Then forward VA Form 21-555 

to ...

	a VAMC
	the director of the VA institution where the PFOP is maintained.

	Hines BDC
	the Finance or Support Services Officer at the RO or center in which the claim folder is located. 


	Note:  A separate request must be made for each transfer unless payments are requested to be transferred on a recurring monthly basis.


15.  Withheld Funds

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on release of withheld funds subsequent to restoration of competency.


	Change Date
	February 2, 2005


	a.  Payment of Withheld Funds Upon Restoration of Competency
	Amounts which would have been payable but for the Estate Limitation Law must be paid in a lump sum after the expiration of six months following the effective date of a VA rating of competency.

These funds may be substantial.  However, if the veteran dies before payment, no part of the withheld amount is payable. 


	Note:  Withheld funds are not released unless the veteran is rated competent.


16.  Disposition of Deceased Beneficiaries’ Funds

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on the disposition of a deceased beneficiary’s funds.  It includes information on

· the requirement for returning certain funds to VA

· funds and personal effects devolving under State law, and

· provisions of the 

· escheat statute, and

· vesting statute. 


	Change Date
	February 2, 2005


	a.  Return of VA Funds Paid to Non-VA Institutions
	Upon the death of an incompetent veteran whose VA benefits were paid by institutional award to a non-VA institution, the VSCM must demand that the balance of the gratuitous VA benefits remaining in his/her account at the institution be returned to VA for disposition per 38 U.S.C. 5502(d).

These funds may not be turned over to the personal representative of the deceased veteran, but are distributed by VA per 38 U.S.C. 5502(d) to the following individuals in the order listed:

· surviving spouse

· children, in equal parts, and

· dependent parents, in equal parts. 

If none of the above survive, the person, other than a political subdivision of the United States, who bore the expenses of the veteran’s last illness and burial may be reimbursed.  Any remaining balance is deposited to the credit of the current appropriation.


	Note:  Funds paid as an institutional award are considered to be in a unique status.  They are not considered to be part of a beneficiary’s estate, and therefore, these provisions apply whether or not there is a will.  


Continued on next page

16.  Disposition of Deceased Beneficiaries’ Funds, Continued

	b.  Funds and Personal Effects Devolving Under State Law
	Funds and personal effects which are not subject to the provisions outlined in M21-1MR, Part XI, 4.D.15.a include 

· funds not in the veteran’s account at the institution

· funds which did not come to the institution by way of an institutional award, such as funds paid to a fiduciary and then deposited at the institution, and

· property such as bonds or personal effects of the veteran.


These funds devolve under the applicable inheritance laws unless they are affected by the provisions of 

· the escheat statute, outlined in M21-1MR, Part XI, 4.D.15.c, or

· the vesting statute, outlined in M21-1MR, Part XI, 4.D.15.e. 


	c.  Funds Affected by the Escheat Statute
	When a beneficiary dies without a will and without heirs, all funds derived from VA benefits in the hands of a fiduciary which would escheat to the State must escheat to the United States.  Such funds, less legal expenses of any administration necessary to determine that escheat is in order, must be 

· returned to VA, and

· deposited to the credit of the current appropriation, per 38 U.S.C. 5502(e). 

The term “funds” as used in the escheat statute, includes property of all kinds, both personal and real.  However, such funds must have been derived from benefits payable under laws administered by VA, and to that extent the term has a restricted meaning.  

In order for “real” property to be escheatable under the statute, the available evidence must clearly and convincingly indicate that the real property was purchased using VA benefits.


Continued on next page

16.  Disposition of Deceased Beneficiaries’ Funds, Continued

	d.  Actions Required to Determine If Escheat Is in Order 
	In order to determine whether funds are escheatable, a determination must be made as to the existence of an heir and/or a will.  The table below outlines the actions to take based upon the existence, or lack of, an heir and/or will.


	Notes:  

· For this purpose, an heir is a person surviving the deceased beneficiary who, under the law of the decedent’s last legal residence, is eligible to receive real or personal property.

· If there is any question as to heirship, the matter must be referred to the Regional Counsel for an opinion.


	If …
	Then …

	there is an heir who is

· a minor or an incompetent, and 

· eligible for a VA benefit based on the decedent’s military service 
	responsibility extends to assuring that the heir’s fiduciary takes appropriate action to protect the heir’s interest in the decedent’s estate. 

	there are 

· no heirs, but

· a purported will exists
	the VSCM must 

· determine, by field examination if necessary, the existence and addresses of beneficiaries under the purported will, and

· refer the pertinent evidence to the Regional Counsel for an opinion as to whether escheat is in order. 

	there are 

· no heirs, and 

· no effective will
	a final accounting and the funds to be returned to VA must be obtained.  

In institutional award cases, it is sufficient to make demand for such funds and advise the Veterans Service Center (VSC) of the pertinent facts.  In all other cases, all necessary steps, short of litigation, must be taken to effect the return of the funds to VA.

Note:  If the demanded funds cannot be obtained without litigation, a complete report must be submitted to the Regional Counsel.


Continued on next page

16.  Disposition of Deceased Beneficiaries’ Funds, Continued

	e.  General Provisions of the Vesting Statute
	When a veteran dies without a spouse, next-of-kin, or heir, while being furnished care or treatment by VA in any facility or medical center, his/her personal property, not disposed of by will or otherwise, vests in the United States as trustee for the General Post Fund, per 38 U.S.C. 8520.

This application of the statute is a condition precedent to the care or treatment by VA.  Acceptance of such care or treatment constitutes acceptance of the provisions of the statute and an assignment effective at death.  

A veteran’s death, under these circumstances, creates a conclusive presumption of a valid contract for disposition of personal property in accordance with the statute.  


	f.  Applicability of the Vesting Statute to Veterans 
	The General Post Fund vesting statute applies 

· only to veterans admitted as veterans and furnished care or treatment by VA in any facility or medical center activity, and

· to both competent and incompetent veterans, as competence is not a factor.

A veteran’s death away from the medical center or facility while on pass constitutes death while being furnished care or treatment within the provisions of the statute.


	g.  Funds Affected by the Vesting Statute
	The General Post Fund vesting statute applies to all personal property, wherever located and from whatever source, except funds affected by the 

· requirement for the return of VA funds paid by institutional award to non-VA institutions, outlined in M21-1MR, Part XI, 4.D.15.a, and

· provisions of the escheat statute, outlined in M21-1MR, Part XI, 4.D.15.c.


Continued on next page

16.  Disposition of Deceased Beneficiaries’ Funds, Continued

	h.  Required Actions Associated With the Vesting Statute
	Any action regarding the General Post Fund vesting statute is usually initiated by the Regional Counsel upon notification by hospital personnel of the death of the veteran.  The Regional Counsel may request a non-program field examinations to investigate and gather information regarding the 

· existence of 

· a will

· heirs, or

· next-of-kin, and

· nature or composition of any estate.   

The Legal Instruments Examiner (LIE) and the Field Examiner (FE) are also responsible for notifying the Regional Counsel when they become aware of cases involving the provisions of this statute.
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