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CHAPTER 21. CONTESTED CLAIMS





21.01	IDENTIFICAITON OF CONTESTED CLAIMS





	a. The provisions of this chapter are applicable to insurance death claims filed by two or more persons for part or all of the proceeds of the same policy when the allowance of one claim would necessitate disa1lowance of the other claim(s) or payment of a lesser amount(s), and each claimant protests the payment of part or all of the insurance to the other claimant(s).





b.	Formal claims for the same insurance received from two women alleging legal widowhood or motherhood, or claims received from two men alleging fatherhood, will automatically require application of the contested claims procedure. This rule applies only to claims when entitlement is based on relationship in contracts of NSLI maturing prior to August 1, 1946, and claims for gratuitous insurance.





c. The contested claims procedure in most cases is used when claims are received from two persons alleging entitlement on factual grounds not necessarily based on relationship. The two basic principles needed to initiate this procedure are:





(1)	A formal claim; and





(2)	A protest against payment to the other claimant. Evidence in support of a claim will be considered as a protest.





d.	The protest against payment must be made on the claimant's statement of his or her own entitlement. Such claims include, but are not restricted to:





(1)	A claim for insurance together with the allegation that the insured changed his or her beneficiary; or





(2)	The insured lacked testamentary capacity when he or she changed the beneficiary; or





(3)	The change of beneficiary was in the nature of an assignment; or





(4)	The change of beneficiary was procured by fraud, undue influence or duress; or





(5)	When one parent protests the payment of insurance to a parent in the other parental llne.





21.02	CERTIFICATION OF INTENTION TO PROTEST





a.	When an insurance claim is received from a person other than a designated beneficiary, without any correspondence explaining his or her intent or purpose, the claimant will be informed of the facts in the case. That claimant will also be informed that the claim will be considered withdrawn unless a notification is received within 30 days that he or she intends to protest payment and furnishes the grounds for protest. If no answer is received within 30 days, the claim will be disallowed without further notice to the claimant.





b.	If a formal claim has been filed and correspondence is [then] received from [someone] other than the claimant which indicates that the correspondent believes that he or she may be entitled to the insurance [proceeds,] that person will be informed of the [pertinent] facts [ ] and provided with the appropriate form for application. [In this communication, the claimant must] be informed that [he/she must complete the enclosed claim form and return it along with all evidence or statements setting forth reasons as to why he/she is entitled to the payment. The claimant will be given 30 days from the date of the letter to respond with the requested information. It must also be made clear in the letter that failure to respond with the claim form and evidence will result in the adjudication of the claim without further notification.]





21.03	DEVELOPMENT





a.	Contested claims will be developed simultaneously, all parties in interest being afforded every opportunity to submit all available evidence. The development of facts often presents substantial problems which cannot be resolved by the application
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of any specific rules. Methods of procedure will vary with each case, depending upon the nature of the protest, the evidence of record and the availability of evidence, as well as other factors. Generally, contested claims will require more detailed development than is otherwise necessary. Improper development or overdevelopment, however, will be avoided.





b.	All reasonable assistance will be extended to claimants and their representatives in the prosecution of claims. Claimants will be provided with the substance of allegations of contesting claimants and any information in the records which may be released under VA regulations which will facilitate procuring evidence required to complete the case. Consideration will be given to the advisability of giving the claimant the possible sources where the evidence may be obtained. The claimant will also be notified that, if the required evidence cannot be furnished, the VA should be informed of that fact, with an explanation of the reason.





c.	Before a determination of entitlement is made in a contested claim for insurance, each claimant will be invited to submit any evidence or statement that he/she may have to support the claim. [Instructions and time limitations for soliciting this material are found in paragraph 21.02b. The 30-day period described in that paragraph may be extended for good cause shown.] If an extension is granted all claimants will be notified of the additional time allowed.





d.	It is the responsibility of the claimant to supply acceptable proof of the validity of his or her claim or to present an adequate explanation of inability to supply any evidence that is lacking. When all available evidence submitted by claimants leaves a doubt as to the proper adjudication, a VA Form 27-3537a, Field Examination Request, will be prepared and forwarded to the Veterans Services Division. Testimony of witnesses in deposition form will be requested only if the facts and circumstances in a particular case are such that information via deposition is considered essential to adequately resolve the question in issue. For example, in contested insurance death claims involving beneficiary designations, the VA Form 27-3537a will specify that the testimony of witnesses for the adverse parties be in deposition form.





21.04	DETERMINATION OF RELATIONSHIP QUESTIONS





a. The classes of evidence to be requested for the purpose of establishing marriage, age, or relationship are indicated in VA Regulations 1205 through 1210.





b.	Questions in determining adoption or legitimacy of children and determination of the person who last stood in loco parentis to the insured are outlined in chapter 16, paragraph 16.07, of this manual.





21.05	ALLEGED CHANGE OF BENEFICIARY IN CLAIMANT'S FAVOR





a. When a claimant alleges that the insured executed a change of beneficiary in his or her favor, and the date of the alleged change is after the one of record, a thorough search for such a change will be made.





b.	If the date of the attested change indicates it may have been made during the time the insured was in service, a letter will be sent to the appropriate service department requesting that a search be made of all records in which the member may have designated a beneficiary for any purpose. A photocopy of any related material indicating such an alleged change will also be requested. All available information and leads that may be of value to the service department should be reflected in the letter, such as:





(l)	Identifying information of the veteran.





(2)	Camp, post, or station where change of beneficiary is alleged to have occurred.





(3)	Date of alleged change of beneficiary.





(4)	Name, rank, or grade, and service number of each person who witnessed the alleged change or has knowledge of such change.





(5)	Name of insurance officer or other military official handling insurance matters who assisted in the alleged change.
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(6)	Name and relationship of original beneficiary; names and relationship of subsequent beneficiaries of record in the VA prior to the alleged change.








21.06	CONTESTED CLAIMS INVOLVING TESTAMENTARY CAPACITY AND QUESTIONED DOCUMENTS








a.	When testamentary capacity is alleged or involved in a contested claim, evidence will be obtained on which the testamentary capacity decision is based. When an administrative decision is prepared, it will not be necessary to explain the evidence of testamentary capacity. A statement will be included in the administrative decision as to whether the insured possessed testamentary capacity, for insurance purposes, on a certain date. The Statement of the Case is the form for full disclosure of all evidence relating to all contentions and issues.





b.	When a testamentary capacity decision has previously been made and thereafter a contest arises, the case will be reviewed by the appropriate personnel to determine if further development is needed. If, in developing the case, it is found that the decision regarding testamentary capacity will differ from the one previously made, another VA Form 29-8790, Testamentary Capacity Decision, will be prepared in accordance with the instructions outlined in paragraph 16.02.





c.	Cases which require handwriting or typewriting analyses, fingerprint identification and other matters relating to questioned documents will be sent to the [Assistant Inspector General for Investigation (51)], Central Office, for [ ] action.





21.07	ADMINISTRATIVE DECISIONS





a.	Administrative decisions will be prepared by the adjudicator, as described below, in all cases involving contested claims for insurance except when a submission to the District Counsel or the General Counsel is in order on a question relating to the validity and legal effects of marriage or remarriage (ceremonial or otherwise), divorce, adoption, or legitimacy of children. (See M21-1, par. 8.03.)





b.	An original only of an administrative decision will be prepared. The Chief, Death Claims Section, or a designee, has authority to approve these decisions. The standard format for administrative decisions will be as follows (no local form or form letter will be developed for this purpose):





(1)	Issue: State the specific question.





(2)	[Contentions of Claimants: Furnish briefly, in narrative form the contentions of each claimant summarized from correspondence and other information furnished by claimants. Do not quote at length from letters, affidavits, etc.]





(3)	[Facts: Furnish a brief, concise and orderly statement of the pertinent facts of record.]





(4)	[Pertinent Laws and Regulations: The laws and regulations quoted under this caption must be clearly identified.]





(5)	Discussion: Show how conflicting allegations have been resolved to support the conclusion that follows:





(6)	Conclusion: State which claim is allowed and which one is disallowed.





21.08	INTERPLEADER





a.	When there is a dispute as to the person or persons entitled to payment which cannot be resolved to the satisfaction of the VA, a suit in the nature of a bill of interpleader may be instituted by the Government in the name of the United States against all persons having or claiming to have an interest in the insurance.





b.	If there is reasonable doubt regarding an issue as to which claimant is rightfully entitled to insurance proceeds, the case will be submitted to the General Counsel for determination of whether a suit in the nature of interpleader should be brought.
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c.	A reasonable doubt may exist in a case involving an issue between claimants as to whether or not an insured changed the beneficiary for his or her Government Life insurance when:





(l)	The evidence is conflicting, but can be considered to be sufficient to show that the insured may have accomplished a change of beneficiary; and





(2)	The evidence may present different conclusions as to whether the insured formed the prerequisite intent and performed an overt act intended to effectuate a beneficiary change; and





(3)	There is substantial uncertainty with regard to which claimant would recover in a suit brought to determine the issue of whether a change of beneficiary was executed.





d.	The decision as to whether or not a case should be referred to the General Counsel will be made by the Chief, Insurance Operations Division. The insurance folder will be transferred with a covering letter to the Chief, Insurance Program Management Division (290), VA Center Philadelphia.





e.	The fact that an attorney or claimant requests the VA to file interpleader action will not exclude the regular claims procedure from being followed.





NOTE:	Whenever a case arises where personal representatives from different States have been appointed, the Chief Death Claims Section, will not determine which representative of the insured's estate will be recognized. Even though it may be concluded that one State or the other has a better basis for appointing a representative, the VA would remain exposed to the possibility of a multiple claim should this type of issue ever be litigated some time in the future. In view of this circumstance, a bill of interp leader will be requested.





21.09	NOTICES OF ENTITLEMENT AND DISALLOWANCE ACTIONS





a. When entitlement of one of the claimants is determined, the claim of the unsuccessful claimant will be formally disallowed on VA Form 29-523a, Disallowance of-Insurance Death Claim. The claimants and other interested persons will be notified of the action taken. The unsuccessful claimant will be allowed 60 days from the date of letter of disallowance within which to initiate an appeal or submit notice of intent to file suit.





b.	A letter will be forwarded to the successful claimant as follows:





"We have determined that you are entitled to (amount and type of insurance) as (beneficiary, etc.). We cannot release payment(s) to you at this time because (name or other claimant) has also applied for this insurance and has the right to initiate an appeal by filing a notice of disagreement from our disallowance of his/her claim within [751 days from this date. He/she also has the right to bring suit in the appropriate United States District Court. If notification is received within [75] days of intention to litigate the matter, settlement of the claim will be deferred until litigation is terminated. If (name of other claimant) does not initiate an appeal or notify us of intention to bring suit within [75] days, we will pay you the initial amount due. If an appeal is initiated or we receive a notice of intention to bring suit, we will give you timely information as to the necessary steps to take to protect your interest."





c. A disallowance letter as follows will be forwarded by certified mail to the unsuccessful claimant:





"Your claim for (amount and type of insurance) as (beneficiary etc.) has been disallowed because (state reason).





We have determined that (name of successful claimant) is entitled to (amount and type of insurance). Payment will be withheld, however, for a period of 60 days from the date of this letter, in order that your interest may be protected.





You have the right to initiate an appeal to the Board of Veterans Appeals at any time within 60 days from the date of this letter. This can be done by notifying this office in writing that you are dissatisfied with the decision disallowing your claim and desire to initiate an appeal. We will then inform you what further action may be required on your part. You also have the right to file suit in the District Court of the United States.
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If you do not initiate an appeal or write to us within 60 days that you intend to bring suit, payment will be released to (name of successful claimant) without further notice to you."





d.	[The additional 15-day period quoted in the letter to the successful claimant is solely for the purpose of association of records should a notice of disagreement be received from the unsuccessful claimant during the 60-day period. If a notice of disagreement or notice of intent to file suit is not received in the Death Claims acitvity by the 75th day, payment will be authorized to the successful claimant.]





"e.	When settlement to the principal beneficiary is disallowed because of involvement in the insured's homicide, the contingent beneficiary will be notified by letter at the time the formal disallowance is sent to the principal beneficiary.  The letter will explain the basis for the disallowance and the fact that the principal beneficiary has appeal rights.  If not already filed, the contingent beneficiary will also be requested to submit(within 60 days) a formal claim and such other documents as may be necessary for settlement, and to submit any evidence which supports his or her entitlement to the proceeds."





21.10 NOTICES OF DISAGREEMENT





a.	A written statement by a claimant or his or her representative expressing disagreement with a factual or legal conclusion will be accepted as a notice of disagreement.  Such a statement, in most cases, will simply state or imply a belief that his or her claim for benefits was improperly disallowed in part or in full by reason of erroneous finding of fact or conclusion of law. The statement need not contain specific allegations of error of fact or law.





b.	Following a timely receipt of a notice of diasgreement, all claimants and their representatives, if any, will be furnished a copy of the Statement if the Case as outlined in paragraph 21.11.





c.	When a notice of disagreement is received after denial of a claim because of the claimant's involvement in homicide, the pertinent records will be forwarded to the regional office of jurisdiction with a request to furnish a Statement of the Case. No letters will be released by the regional office. They will return the records and Statement of the Case and the Death Claims Section will send the claimant the appropriate letter.





[ ]





21.11	STATEMENT OF THE CASE





a.	The Statement of the Case is required by law and is designed for the benefit of the appellant. Its purpose is to give the appellant adequate information to permit his or her to identify any facts in the Statement with which he or she disagrees, identify an error of law which he or she believes was made and present his or her argument in more specific detail rather than simply asking that the conclusion reached be reviewed.





b.	The BVA (Board of Veterans Appeals) reviews every Statement of the Case and compares it with the original evidence of record to insure that the appellant has been given due process. Therefore, it is essential that the Statement of the Case be complete, and that it contains all pertinent facts relating to the issue(s) being appealed, together with the applicable law, regulations, or other criteria and adequate reasons for the decision.





c.	Attachment to FL 1-25 (Statement of the Case) will be prepared by the claims examiner as follows:





(1)	The name of the service organization, attorney or agent will be entered following the sentence: "A copy of this Statement of the Case has been furnished your representative." If the claimant is not represented, the word "None" will be entered.





(2)	Issues. This information should be entered in the space provided on the form. When there is more than one issue, each issue will be separately stated and numbered in order to assure clarity.





(3)	Contentions. A brief statement as to the claimant's contention should be given under a separate heading and should follow the issue which is to be decided.





(4)	Summary of Evidence and Adjudication Action. The material under this heading should reflect a summary of evidence that is pertinent to the issues or issues with which the disagreement has been expressed.





(5)	Pertinent Laws and Regulations. The laws and regulations quoted under this caption must be clearly identified.
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(6)	Decision. Enter the name and relationship of the person for which the claim is allowed and disallowed. For example: Mary Smith, widow-Claim allowed. Jane Doe, mother-Claim disallowed.





(7)	Reason for Decision. The information entered under this heading can be of most help to the claimants. An analysis and explanation of the governing criteria as they relate to the evidence and issues in disagreement should be reduced to simple terms and clarify the technical aspects of the laws, regulations and pertinent provisions of the rating schedule.





d.	The Statement of the Case will be prepared and signed by the claims examiner and forwarded to (l) the unit supervisor for review and concurrence, (2) the Chief of the Death Claims Secton for approval. Only the original (file copy) of the Statement of the Case will be signed.





e.	FL 1-25, or a dictated letter, as applicable, will be used to forward a copy of the Statement of the Case with VA Form 1-9, Appeal to Board of Veterans Appeals, to the claimant and his or her representative, if any. The claimant who filed the notice of disagreement will be advised that he or she is allowed 30 days from the date of the maillng of the Statement of the Case in which to file an appeal.





21.12	LITIGATION





a.	Notice by or on behalf of the claimant adversely affected by the decision of intention to file a suit will not be referred to the General Counsel. When a statement of intention to file suit is received, the successful claimant will be notified and action on the claim will be deferred for [75] days from the date of the original [75-] day notification of the right to sue. A diary will be prepared for this date.





b.	If a suit has not been filed prior to the expiration of the [75-] day period, the unsuccessful claimant will be informed by certified mail that action will be taken to authorize settlement of the insurance to the successful claimant unless suit is filed within the next [75] days. The control will be maintained for an additional period of [75] days.





c.	If suit is not instituted within such time or satisfactory reason given for failure to do so, the insurance will be settled in favor of the successful claimant and the unsuccessful claimant advised of the settlement. It is important that the successful contesting claimant be advised of the status of his or her claim whenever a letter is written to the unsuccessful claimant or settlement is deferred.





21.13	CONTESTED CLAIMS FILED SUBSEQUENT TO APPROVAL OF AWARDS





a.	Payments on a running award should not be suspended solely because a claim, formal or informal, is received from some person other than the payee. The suspension should be approved only if the facts in the particular case indicate that there is a possibility that the second claimant may prove entitlement to all or part of the benefits already awarded.





b.	The second claimant should be promptly furnished a letter explaining thoroughly the reason for the award being made to the person receiving payments. The letter will also state that if a contest of payment to the other person is being considered, any evidence that would justify a contrary finding should be forwarded immediately.





21.14	CONTESTED CLAIMS RECEIVED AFThR PAYMENT TO THE BENEFICIARY OF RECORD





The insurance policies provide that any payment made before a proper notice of designation or change of beneficiary is received by the VA will be deemed to have been properly made and to satisfy fully the obligation of the United States to the extent of such payment. This must not be construed to mean that a claim received after settlement should be summarily dismissed without right of appeal or suit. On the other hand, it is neither practical nor desirable to delay settlement to beneficiaries of record because, in a few cases, contests arise after settlement. Generally, the procedure for handling cases when settlement has been made will be as follows:





a.	Settlement made in one sum:





(l)	When payment has been made in a lump sum and a subsequent claim is received, the claimant will be notified that
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	settlement has been made to the beneficiary of record and advised that his or her claim will be considered withdrawn unless the VA is notified of intent to protest accompanied by a statement of grounds for protest within 30 days.





(2)	If correspondence is received from the subsequent claimant protesting the payment with a statement of grounds for protest, the beneficiary of record will be advised of the claim and requested to submit any evidence desired to establish entitlement within 30 days. No request for the return of the monies already paid will be made until it has been determined by an administrative decision that the subsequent claimant is entitled to the proceeds.





(3)	At this point, the subsequent claimant will also be informed that the policy provides that any payment made before proper notice of change of beneficiary is received by the VA satisfies fully the obligation of the United States to the extent of such payment. The subsequent claimant will be further advised that complete evidence to support his or her claim must be made within 30 days.





(4)	If the first beneficiary relies on the record and the subsequent claimant's evidence does not establish the fact that the insured took affirmative action to notify the VA, nor did a search of records reveal a change of beneficiary, the claim will stand in favor of the beneficiary of record. Letters will be mailed to the parties concerned as outlined in paragraph 21.09.





(5)	If a notice of disagreement is received within 60 days from the subsequent claimant, both parties will be furnished a Statement of the Case. The subsequent claimant will be given 30 days to file a substantive appeal. If an appeal is received within 30 days, the beneficiary of record will be informed of the substance of the appeal and allowed 30 days for rebuttal.





(6)	If the beneficiary does not reply within 30 days, the case folder will be reviewed and certified to the BVA for a decision.





(7)	If an administrative decision is made in favor of the subsequent claimant, a letter advising of the favorable decision will be released and the claimant informed that VA has requested the party that was originally paid to retum the proceeds.





(8)	The party who was originally paid should be advised that a decision has been made to pay the subsequent claimant and requested to return any monies paid. In addition, the party will be further advised of his or her rights to appeal the decision to bring suit.





NOTE:	If it is found, in a case of this type, that the insured had notified the VA to change the beneficiary in favor of-he subsequent claimant (the change of beneficiary was lost or misfiled), full payment will be made to the subsequent claimant regardless of whether or not the beneficiary of record returned the check. However, the beneficiary of record has all the rights; i.e., waiver, appeal on waiver and suit. Payment to the subsequent claimant will be delayed if the beneficiary of record submits a notice of inent to file suit or actually files suit.





b.	Settlement made in monthly installments:





(l)	When payment of monthly installments to the beneficiary of record has commenced and a subsequent claim is received, the claimant will be advised of settlement as outlined in subparagraph a(l) above.





(2)	If correspondence is received from the subsequent claimant protesting payment with a statement of grounds for protest, VA Form 21-8046, Payment Notice (Stop-Suspend-Resume), will be prepared to suspend payments to the beneficiary. The form will be forwarded to the Finance activity.





(3)	The beneficiary will be informed of the suspension of installments because of the subsequent claim and will be requested to submit any evidence desired to establish entitlement within 30 days.





NOTE:	Monthly installments will not be suspended unless and until the subsequent claimant notifies the VA that he or she intends to contest payment to the other party.





(4)	If both parties submit evidence within the 30 days and the subsequent claimant's evidence is enough to provide a lead
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which results in the location of a change in beneficiary, the claim to the first beneficiary will be disallowed and letters will be mailed to both parties as outlined in paragraph 21.09.





NOTE: If it develops that the beneficiary of record is entitled to the insurance, payments will not be resumed before the (appellate procedure) [75]-day period allowed for the subsequent claimant to notify the VA of intent to file suit expired, or after the termination of litigation resulting in a judgment for the beneficiary of record.





[21.15 CONTESTED CLMMS INVOLVING A MINOR





a. When a claim is filed by a custodian in behalf of a minor and the last beneficiary designation of record designates that same minor, review the record for a current VA Form 27-555, Certificate of Legal Capacity To Receive and Disburse Funds, naming that custodian as legal agent for the minor. If no current VA Form 27-555 is of record, a VA Form 21-592, Request for Appointment of a Fiduciary, Custodian or Guardian, will immediately be released to the regional office of jurisdiction. Do not wait until conclusion of any contest before releasing the VA Form 21-592.





b. When a claim is made in behalf of a minor who is not the last designated beneficiary of record, and the contentions advanced do not indicate any probability of entitlement, the procedures in VA Regulations 9917 and 9918 (38 U.S.C. 4005A) will be followed, addressing all correspondence to the custodian in behalf of the minor. Some examples would be: a claim not supported with any evidence of relationship between the claimant and the insured, a claim based on the outcome of a property settlement, a claim based on a lien, or in any other case when good judgment dicatates that it is warranted.





c.	When there is some probability of entitlement for a minor who is not the last named beneficiary of record, issue the VA Form 21-592 at once. A statement that there is a contest and that the fiduciary request is only to protect the interest of the minor should be recorded in item 19, Remarks. Examples of such cases are: VA has made an interpretation on an ambiguous beneficiary designation; there is substantial question as to whether a designation is related to one policy or to multiple policies, there is a substantial question regarding shares, testamentary capacity, assignment, or in any other case when good judgment dictates that it is warranted.]
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