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	CHAPTER 26. BENEFICIARY AND OPTIONAL SETTLEMENT








26.01	GENERAL





a.	The insured has the right to designate as beneficiary any person or persons, firm, corporation, or other legal entity (including the estate of the insured) individually or as trustee. Payment will not be made to any estate where such payment would escheat (return to the State).





b.	Information as to the beneficiary designation is confidential and privileged, and shall not be disclosed to anyone other than the insured or his duly appointed fiduciary during the insured's lifetime, unless authorized by the insured or his fiduciary.





c.	A hospital Director is not a duly appointed fiduciary. His fiduciary relationship to an incompetent patient, when it exists, does not arise by appointment in the conventional sense as in the case of a court-appointed guardian.





d.	Generally, a separate form representing a designation of beneficiary and/or option is required for each contract. However, an exception will be in those instances where an insured conclusively indicates that a designation applies to all policies.





e.	Prior to August I, 1946, beneficiaries were limited to a Permitted class, composed of the following relatives:





(1)	Widow or widower;





(2)	Child or children (also stepchild or illegitimate child if specifically named);





(3)	Parent or parents, including parent through adoption and persons who stood in loco parentis for l year or more. (Also, a stepparent if specifically named),





(4)	Brother or sister (including those of half blood and by adoption).





26.02	REQUIREMENTS AND GUIDELINES IN CONNECTION WITH BENEFICIARY AND/OR OPTION DESIGNATIONS





a.	Beneficiary and/or option designations should be submitted on VA Form 29-336, Designation of Beneficiary and Optional Settlement, or on miscellaneous applications for insurance, change of plan, conversion, etc. Informal applications in correspondence are also acceptable.





b.	All beneficiary and/or option designations (both changes and initial designations) must be made by notice in writing to the VA, properly signed by the insured. The designation may be mailed or forwarded to the VA by the insured or his agent and must contain sufficient information to identify the insured.





c.	Generally a designation by class; i.e., PARENTS, is not acceptable. The full name of each parent should be shown. However, a designation such as: ALL CHILDREN BORN OF THIS MARRIAGE, SHARE AND SHARE ALIKE is acceptable. Also, where the insured names his children, the statement: ALL CHILDREN BORN OF THIS MARRIAGE AFTER THE DATE OF THIS DESIGNATION should be included. Where a beneficiary is named, the full name should be shown.





d.	Where multiple principal and/or contingent beneficiaries are named and no amounts are shown or there is no explanation such as, share and share alike or equally to the survivors, the VA will assume that the beneficiaries are to share equally in the proceeds. However, where such a designation is received, clarification will be requested from the insured concerning the share to be paid to each beneficiary and/or the addition of the survivorship clause.





e.	Where the amount of insurance specified for a beneficiary or beneficiaries exceeds or is less than the amount of insurance in force, clarification will be requested. Clarification will likewise be requested where amounts are designated by fractions, decimals or percentages and the sum of these exceeds or is less than 1 or 100 percent, as applicable.�
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					�f.	 A designation of beneficiary, but not a change of beneficiary, may be made by last will and testament duly probated. 


 However, if a previous beneficiary and optional designation had been withdrawn by the insured, any designation by


last will and testament will be considered valid.





	g.  A Designation of beneficiary need not be made in the application for insurance, but may be made


 at a later date.�				





 h.	The insured has the right to change or cancel the beneficiary designation at any time without the	�	knowledge or consent of the beneficiary. Court orders, that are common in divorce cases, which attempt to limit		the insured's right to change his beneficiary, are not binding upon the VA.�			26.(� j.	A designation or change of beneficiary and/or option may not be made by a person having a general power�	of attorney.


	


j.	If the designated beneficiary of an NSLI insurance contract survives the insured and is entitled to a settlement in one sum but dies before receiving payment, or has elected payment in monthly installments under option 2, 3, or 4, and dies before receiving all installments certain, any unpaid proceeds (full amount or present value, as applicable) will be payable to the estate of such beneficiary.





 k. When a B&O designation is part of an application for contract change and the application is disapproved,	the designation, if otherwise acceptable, will be made a matter of record. A VA Form 29-336 will be released with a dictated letter, requesting the insured to complete, sign and return the form to confirm the designation as�it appears on the disapproved application or, if he so desires, to designate a new beneficiary. The designation on the disapproved application will receive regular processing, including assignment of a reel number and microfilming. 


	�	 1. If the insured uses the carbon copy or the photocopy of a previous designation of beneficiary to request a option change of beneficiary by lining out prior entries and inserting new entries, it will not be accepted unless he has initialed each change and redate the copy. If each change has been initialed and the copy redated, a VA Form 29-336 will be sent to the insured with a request that he complete, sign and return the form. However, if the form is not returned, the change of beneficiary will be accepted and processed. If each change is not initialed nor the copy redated, a VA Form 29-336 will be sent to the insured with the request that he complete, sign and return the form. He will be told that if the form is not returned as requested, the change of beneficiary will not be accepted and the prior designation will remain as the designation of record.  When an insured signs his designation of beneficiary with a mark (X), it must be witnessed by two disinterested persons signing their full names and addresses. If there is any doubt as to the authenticity of the signatures of the witnesses, the insured will be requested to complete a new designation with different witnesses.  [Whenever practical, the form should be witnessed by a VA representative.]





	(,


26.03	EFFECTIVE DATE OF BENEFICIARY AND/OR OPTION DESIGNATIONS





	 a.	A valid designation or change of beneficiary becomes effective as of the date of signature, contingent, of	the�	course, upon its being received in the VA. However, any payment made before notice of designation or change is�	received in the VA will be considered to have been properly made and to have fully satisfied the obligations of		the United States under such insurance policy to the extent of such payments.		�			�	 b.	When a beneficiary and/or option designation is undated or the date is illegible, the postmark date will	mad�	govern. If the postmark date is blank or illegible, the effective date will be the earliest date received in any VA		installation or operating element as recorded by a date stamp or a handwritten entry.�			b�			subs
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c.	Requests for a change of beneficiary and/or optional settlement to become effective based on a future marriage, or an anticipated birth of children of the insured, are acceptable. Subsequent developments will determine the validity of such designations.





d.	Where an insured submits a designation of beneficiary or requests a change wherein he imposes marriage restrictions, the insured will be advised that the VA may not give effect to any designation which would discontinue the payments in the event of marriage of the beneficiary.





e through j (Deleted by change l.)








26.04	PAYMENT TO ESTATES





a.	The face amount of insurance, less any indebtedness, will be paid to the estate of the insured in the following instances:





(l)	If designated by the insured.





(2)	If the designated beneficiary (including contingent beneficiary) does not survive the insured.





(3)	If the designated beneficiary (including contingent beneficiary), not entitled to a lump sum payment settlement, survives the insured and dies be fore payment has commenced.





(4)	If the designated beneficiary (including the contingent beneficiary), not entitled to a lump sum settlement, under an NSLI policy, survives the insured and dies after payment has commenced but before receiving all the benefits due and payable, the present value of the remaining unpaid installments certain shall be paid in one sum to the insured's estate.





b.	NSLI matured by death prior to August l, l946, was or is not payable to an estate.





c.	USGLI is payable to the estate of the insured only in those cases in which no beneficiary survived him. Otherwise, the estate of the last surviving beneficiary is entitled to the present value of any unpaid installments provided the sum payable will not escheat.





26.05	PAYMENT TO CONTINGENT BENEFICIARY





a.	If the principal beneficiary not entitled to a lump sum settlement survives the insured and dies after payment has commenced, but before all installments certain have been paid, the remaining unpaid installments certain will be paid to the surviving contingent beneficiary as they become due, unless the insured has selected a lump sum settlement for the contingent beneficiary. In that event, the present value of the remaining unpaid installments certain will be paid to the contingent beneficiary in one sum, unless the contingent beneficiary elects to continue to receive the remaining unpaid installments certain as they become due and payable.





b.	If the principal beneficiary does not survive the insured, or if the principal beneficiary not entitled to a lump sum payment survives the insured but dies before payment has commenced, the insurance will be paid to the contingent.





26.06	CONDITIONAL DESIGNATION OF BENEFICIARY (COMMON DISASTER CLAUSE)





If the insured, by notice in writing to the VA during his lifetime, has provided that a designated beneficiary shall be entitled to the proceeds of his insurance only if such beneficiary survives him for a certain period (not more than 30 days) specified by the insured, the beneficiary has no right to the insurance during that period. If the beneficiary does not survive the specified period, payment of the insurance will be made as if the beneficiary had died before the insured.








.,
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26.07	TRUSTEE DESIGNATION





a.	When a trustee is designated as beneficiary, [the designation should identify the trust and the insured should be asked to sign a statement that the VA has no liability to see to the application of the proceeds of Government Life Insurance by the trustee to the fulfillment of the purpose of the trust.] -





b.	When an insured designates a trustee as beneficiary of his Government life insurance, he should be permitted to identify the trust agreement intended to govern the trustee's powers, duties and responsibilities, such as "John Doe in trust for the use and benefit of my children ~~~ under trust agreement dated ~~*."





c.	If an insured designates as beneficiary a trustee by last will and testament, and the trustee in the beneficiary designation is specified by class rather than name, the designation will be accepted as valid.





26.08	ASSIGNMENTS





a.	The proceeds of NSLI and USGLI may not be assigned by the insured as collateral for a debt, loan, etc.





26.09	OPTIONAL SETTLEMENTS





During his/her  lifetime the insure may select an optional settlement, or revoke a previous selection of an optional settlement.  No selection or revocation will be valid until notice thereof is received in the VA.





(I)	Options 3 and 4 may not be selected if the beneficiary is a firm, corporation or other legal entity (including the estate of the insured), or trustee.





(2)	An insured may select a different option for each beneficiary or multiple options for a single beneficiary. Where multiple options are selected, the amount (preferably in fractions) should be designated for each option. ~ However, an option specifying a definite amount (for example $2,000 in cash) and the balance under another  option will be acceptable.





b.	The values for optional settlement installment payments are based on $ I ,000 of insurance without indebtedness. If there is an indebtedness, the value will be decreased accordingly. If the policy provides for a larger amount of insurance than $ I ,000, the value will be increased proportionately.





26.10	NSLI OPTIONS





a.	National Service Life insurance is currently payable in accordance with the following optional modes of settlement:





(I)	Option l-In one sum (face amount less indebtedness).





(2)	Option 2-In equal monthly installments of from 36 to 240, in multiples of 12.





(3)	Option 3-In equal monthly installments for I20 months certain with such payments continuing during the remaining lifetime of the first beneficiary.





(4)	Option 4-As a refund life income in monthly installments payable for such period certain as may be required in order that the sum of the installments certain shall equal the face value of the contract, less any indebtedness, with such payments continuing throughout the lifetime of the first beneficiary. Settlement will be made under option 3 instead of option 4 in any case in which payment under option 4 would result in installments over a shorter period than I20 months.


b .  Option 3 will be substituted for option 4 depending on the age and/or sex of the beneficiary. The age for substitution will vary depending on the particular insurance program involved as indicated below:





	(4)  Option 4- As a refund life income in monthly installments payable for such period certain as may be required in order that the sum of the installments payable for such period certain as may be requires in order that the sum of the installments certain shall equal  the face value of the contract, less any indebtedness, with such payments continuing throughout the lifetime of the first beneficiary.  Settlement will be made under option 3 instead of option 4 in any case in which payment under option 4 would result in installments over a shorter period than 120 months.





b.  Option 3 will be substituted for option 4 depending on the age/and or sex of the beneficiary.  The age for substitution will vary depending on the particular insurance program involved as indicated below: 





	December 22,1978	M29-1, Part I�		Change 8





(l)	On V and H if the beneficiary is 69 or more years of age at the time of death of the insured.





(2)	On RS or RH insurance, if a male beneficiary is 78 or more, or a female beneficiary is 80 or more years of age at the time of death of the insured.





(3)	On W insurance, if a male beneficiary is 77 or more, or female beneficiary is 79 or more years of age at the time of death of the insured.





(4)	On J, JR or JS insurance, if a male beneficiary is 74 or more, or a female beneficiary is 77 or more years of age at the time of death of the insured.





c.	If the option selected requires payment of monthly installments of less than $10, the proceeds shall be paid under option 2 in such maximum number of installments as are a multiple of I 2 as will provide a monthly installment of not less than $10. If the present value at the time any person initially becomes entitled to payment thereof is insufficient to provide at least 12 monthly installments of not less than $10 each, the present value shall be paid in one sum. The provisions of this paragraph were not applicable to insurance that matured prior to August I, 1946, and are not currently applicable to insurance issued under the J series.


d. A selection  or change of beneficiary may not be made by last will and testament except in connection with a designation of a beneficiary by last will and testament..





e.	If no option is selected by the insured, settlement will be made in 36 equal monthly installments. The beneficiary may, however, elect to receive settlement under option 2, 3 or 4.





	 f.  If the insured selects option 1, the beneficiary upon the death of the insured may elect option 2, 3 or 4.  In the event of the death of such beneficiary, the present value of any unpaid guaranteed installments will be payable to the estate of the beneficiary to the exclusion of any contingent beneficiary designated by the insured. If the insured makes no selection or selects option 2, 3 or 4 and the principal beneficiary and contingent beneficiary, if any, die before receiving the guaranteed number of installments, the present value of such remaining unpaid installments will be payable to the estate of the insured.








g.	From October 8, 1940, until September 30, 1944, payments were made according to age and only to persons within the permitted class.





(1)	Those under age 30 received $5.51 per $1,000 of insurance for 240 months.





(2)	Those over age 30 received a life income identical with the present option 3.





h.	Commencing September 30, 1944, all beneficiaries under age 69 could select a Refund Life income, which is the present option 4.





26.11	USGLI OPTIONS





a.	United States Government Life insurance is currently payable in accordance with the following optional modes of settlement:





(1)	Option 1-In one sum (face amount less indebtedness).





(2)	Option 2-In equal monthly installments of from 36 to 240, in multiples of I2.


	    


(3)	Option 3-In equal monthly installments payable throughout the lifetime of the principal beneficiary. If the beneficiary dies before 240 such installments have been paid, the commuted value of the remaining unpaid installments (240 less the number paid) will be payable to the estate of the beneficiary, unless otherwise directed by the insured. 
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(4)	Option 4-In equal monthly installments payable throughout the lifetime of the principal beneficiary, but if the principal beneficiary dies before 120 such installments have been paid, the commuted value of the remaining unpaid installments (I20 less the number paid) will be payable to the estate of the beneficiary, unless otherwise directed by the insured.





b.	Unlike NSLI, the holder of a USGLI policy may make a change of option (one sum only) by last will and testament.





c.	If no option is selected by the insured, settlement will be made in 240 equal monthly installments, but the designated beneficiary may elect to receive settlement under option 2 for a shorter period or options 3 or 4.





d.	If the insured selects option I, the beneficiary upon the death of the insured may elect option 2,3, or 4.  In the event of the death of such beneficiary, the present value of any unpaid guaranteed installments will be payable to the estate of the beneficiary to the exclusion of any contingent beneficiary designated by the insured. If the insured makes no selection or selects option 2, 3, or 4 and the principal beneficiary and contingent beneficiary, if any, die before receiving the guaranteed number of installments, the present value of such remaining unpaid installments will be payable to the estate of the beneficiary.





e.	The $10 limitation described in paragraph 26.10c is not applicable to the settlement of a USGLI contract.








26.12	INSUREDS WHO ARE MENTALLY INCOMPETENT





a.	A mentally incompetent insured lacks testamentary capacity and cannot execute a valid designation or change of beneficiary and/or option.





b.	When it is determined that the insured was mentally incompetent at the time he or she attempted to change the beneficiary, such act is a nullity and the original beneficiary has such an interest in the proceeds as will entitle him or her to void the change and recover under the policy.





c.	An insured adjudged incompetent by a court or held incompetent by a rating agency of the VA may nevertheless execute a valid designation or change of beneficiary during a lucid interval. In general, this requires acceptable evidence that he or she reasonably comprehends the nature and significance of his or her act.





d.	When application for RH insurance is made by a [legal] guardian [ j, the beneficiary will always be the estate of the insured.





e.	The [legal] guardian of an insured when the insured has been adjudged incompetent by a court or held incompetent by a rating agency of the VA may not make an original designation of beneficiary or optional settlement for the insured. `When the [legal] guardian [submits such a designation or request for change, the request will be filed in the insurance folder. The [legal] guardian will be advised that the request has been made a matter of record.








26.13	ELECTION OF PAYMENTS ON MATURED ENDOWMENTS





At the date of maturity of an endowment, the insured may elect to receive payment in monthly installments under option 2 or 5 in lieu of receiving payment in one sum. He or she will have the right to designate a beneficiary or beneficiaries to receive the remaining unpaid guaranteed monthly installments at his or her death. If the insured dies before receiving all of the guaranteed monthly installments, and no designated beneficiary survives, the present value of the remaining unpaid guaranteed installments will be paid to the estate, provided such payment would not escheat. If the designated beneficiary survives the insured, the present value of any unpaid guaranteed installments will be paid to such beneficiary in one sum, unless the insured or the beneficiary has elected to continue payment of the unpaid guaranteed installments under the option selected by the insured.
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NOTE:	Upon maturity of an endowment policy, the beneficiary designations under the policy are extinguished. The application for payment of matured endowment permits the insured to designate principal and/or contingent beneficiaries to receive any [ j unpaid [guaranteed] installments at this death. [The Insurance Division will process beneficiary designation applications on matured endowment contracts payable in installments even though the matured contract has been transferred to the Insurance Awards System. j





26.14	BENEFICIARY AND OPTION DESIGNATIONS WHERE CONTRACT CHANGES ARE INVOLVED





Where a reduction, division, consolidation, conversion, reinstatement or other underwriting change is effected and the beneficiary and/or option designation is not clear, clarification will be requested by release of VA Form 29-336.
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