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9.01
JURISDICTION
a.
The Insurance Claims Division is responsible for and has jurisdiction in questions of fraud in relation to determinations of total disability. Fraud decisions are subject to the appeals procedure as detailed in M29-1, Part 4, Chapter 7.If the possibility of fraud is detected by another element of the Insurance Operations Division, the case will be referred to the Insurance Claims Division.

b.
The Deputy Director for Insurance , will, upon request from one of the operational elements, review and render a final decision concerning fraud in unusual or complex cases subject only to review through appellate or judicial procedures. The Deputy Director may upon their own initiative, review any decisions rendered by the Insurance Claims Division and, if appropriate, render an independent decision on the merits of the case which will be binding upon such offices.

9.02
INITIAL CONSIDERATION
a. CE should review VA systems for additional information pertaining to fraud for disability insurance benefits.
b. If, upon review of the resources above, there is potential fraud, the insurance electronic record will be updated to reflect the status of the fraud investigation/review.

c. If false or misleading statements were made in connection with total disability determinations, and the applicant's mental condition makes it questionable as to whether he/she comprehended the nature of his/her action in making false statements, the case should be forwarded to Deputy Director for Insurance for review as to the possible existence of fraud. Such a case will be fully developed before it is submitted. The fact that the insured may have previously suffered from a mental illness of a varying degree will not of itself warrant submission. Evidence must be presented to establish that at the time the application in question was filed, the applicant was suffering from a mental illness of such severity as to cause a radical departure from his/her normal conduct. It must be determined, with reasonable certainty, that the applicant could not be held responsible for his or her act. The evidence must be strongly suggestive that the applicant did not comprehend the nature of his/her act. 
NOTE: For additional information on handling of fraud referrals for incompetent Veterans, see M29-1, Part 1, Chapter 31, paragraph 31.41.    
d. 
If any findings indicate possible fraud the CE will make a detailed summary explaining their findings within the VA Insurance system. The CE will then prepare a letter to the Veteran requiring them to submit additional documentation on the issue of fraud. A diary call-up should be set for 45 days for response.
9.03
EVALUATING WITHHELD INFORMATION
When the withheld information appears to be material to the question of acceptability, then examination of the pertinent provisions of the current Medical Underwriting Procedures Manual, M29-1, Part V, should be made by the VCE to the Senior VCE.
a. If the information withheld is obviously immaterial when applied against the manual (the condition(s) are not listed or would result in zero debits in M29-1, Part V), the information will be documented on the electronic Insurance record.

b. If the information withheld is material when applied against the manual (the condition(s) would result in more than zero debits in M29-1, Part V), the VCE or Senior VCE will develop for evidence of the condition for any necessary periods of time called for by the manual. The VCE or Senior VCE should attempt to obtain this evidence from VA systems; if not available, the evidence should be requested from the Veteran.  
9.04
NOTICE TO INSURED
a. When a determination has been made that fraud has occurred, a letter will be sent to the insured. The insured will be provided a copy of the pertinent evidence in question asking them to explain the conflicting information.
b. Actions While Fraud Decision Pending for Living Insured
1. If monthly disability benefits payments are currently being made, they will be terminated effective as of date of last payment, pending the determination of fraud, and the insured will be told of this action.

2. Waiver of premiums will not be stopped while fraud is being considered.

3. Immediately upon the discovery of fraud or possible fraud, a red flag will be placed on the electronic insurance record.
4. A 45-day diary message, FRAUD DEC PEND, will be entered in the master record as a flash to all operating personnel.

5. A policy freeze will be inserted in the master record.
6. All subsequent incoming correspondence related to the fraud action will be referred to the Insurance Claims Division.

7. Extreme care should be exercised in the release of correspondence to the insured while fraud is pending. These letters must not be in conflict with the possible fraud action. The electronic insurance record should be reviewed in connection with any action taken while a fraud decision is pending.

9.05
INSURED'S REPLY
a. Careful consideration should be given to the insured's reply and explanation with particular attention focused on the information relating to their knowledge and intent.

b. If the reply is unclear or ambiguous, clarification should be requested.

c. Evidence of a diagnosis in VA systems or other medical records, in and of itself, does not prove the insured’s knowledge and intent of the condition.  Rather, it must be ascertained whether the insured was alerted of the condition and was being treated for it.  If the insured was receiving medication for treatment of a condition, this should be viewed as evidence that the insured had knowledge of the impairment. 

9.06
ACTIONS WHILE FRAUD DECISION PENDING FOR DECEASED INSURED

a. If the insured dies while a case is under consideration for fraud, development will continue until a decision can be made. The beneficiary will be given the opportunity to rebut the allegation of fraud. A letter will be released informing the beneficiary(is) that the case is being developed for fraud and giving the current status of the fraud development.

b. If the insured has multiple policies, and only one policy is under development for fraud, proceeds of any policy that can be paid will be released to the beneficiary as soon as the appropriate evidence is received. The beneficiary will be informed that settlement of the other contract(s) will be delayed pending the resolution of the fraud question.

9.07
PREPARATION OF VA FORM 29-808, DECISION OF INSURANCE CLAIMS DIVISION- GOVERNMENT LIFE INSURANCE
a. General

1. Formal decisions will be prepared on VA Form 29-808, on VA Insurance Systems and will be prepared by the Senior Claims Examiner, as appropriate, requiring the signatures of the Senior Claims Examiner Supervisor and the Chief Insurance Claims Division, or designee. No copies of fraud decisions will be released to service organizations.

2. The decision will follow the format required in the preparation of a "Statement of the Case" so that in the event of an appeal the preparation of such statement can be facilitated.

b. Specific Entries

1. Item 1, Type of Decision Fraud

2. Items 2, 3,4 and 5 will be completed with appropriate entries.

3. Item 6, Remarks area and continuation pages, as needed, will contain the following elements:

(a) Issue

(b) The basis for consideration of the question of fraud

(c) Contention of insured

(d) The law and regulations (38 U.S.C. 1910)

(e) Summary of evidence

(f) Reasons for decision

(g) Decision. The decision paragraph should contain a statement substantially as follows: 
"Based upon the evidence of record, it is the decision of the Insurance Claims Division that the applicant purposely omitted information about his/her health for the purposes of misleading the VA with respect to a health condition which was material to determining his/her acceptability. As a result, the VA was misled into approving the application which would have been rejected had the facts been known." In addition, the following paragraph, completed as appropriate, will be added to the above. "Under the circumstances, the veteran's application for insurance/reinstatement dated___________  under policy number _________ is contestable for fraud and should be canceled."

4. When two reinstatements are involved and the first one is contestable for fraud, but a later comparative health application by itself is not considered fraudulent, the following will be used as a concluding paragraph under decision. "Since the application dated for reinstatement in the amount of $
     was accepted on the basis of the insurance validity in force by the reinstatement dated________ the reinstatement dated ________ should also be canceled."

c. The Senior Claims Examiner will prepare the Underwriting Worksheet in VA Insurance Systems. The refund will consist of all monies paid as premiums without interest on any fraudulent contract for any period subsequent to 1 year after date of issue, less any loan, lien or any other indebtedness.

d. VA Form 4-706, Notice of Refund, reference to the fact that ICD made the decision on fraud and the date of the decision.

e. After completing the 706 and the 808 these documents will be sent with the electronic insurance folder in VICTARS, to the Internal Controls Section to be processed and verified under their respective actions.

9.08
DISABILITY INSURANCE BENEFITS FRAUD
If fraud is found on a new claim for disability insurance benefits or a continuing review at the time of the preparation of the fraud decision, the Claims Examiner will prepare a denial of the claim or termination of the award, as appropriate, based on the finding of fraud.  If there is more than one contract, and fraud is found in one or more but not all contracts, the entry "Fraud Found in This Contract," will be entered in the appropriate block on the electronic 1565.

a. When there is a continuing award on a contract and the original application is determined to be fraudulent, the award will be discontinued as of the beginning date.

b. If a reinstatement of a contract is determined to be fraudulent, the contract will be canceled as of the date of the reinstatement, and any continuing award under the reinstatement will be terminated as of the effective date of such award.  However, if the insured was on extended insurance or had multiple policies, the fraudulent reinstatement may be disapproved but no action can be taken against any existing rights of the extended insurance or the policy (contract) that remained in force (and is not affected by the reinstatement).
c. A memorandum will be prepared to the Policy Service Division calling attention to the fraud decision and requesting action to cancel the contract. The memorandum will also request all the following information to be included in the letter to the claimant: The date of cancellation of the contract, the total amount of the premiums and/or suspense items to be refunded, the amount of outstanding loan to be repaid, etc.

d. After the forms are generated, the Claims Examiner will check, sign the decision, initial the file copy of the memorandum, sign the disallowance or termination forms, and take any other adjudicative action necessary, after which the case will be forwarded for consideration and approved by the Chief, Insurance Claims Division or designee.

e. The Deputy Director has final local authority concerning a fraud decision.  However, in most cases this authority is delegated to the Assistant Director, Insurance Operations.   
f. In view of the legal implications and far-reaching effects of a fraud decision, authority is given to the Assistant Director, Insurance Operations, to select individuals with the necessary training and experience to handle cases of possible fraud.

g. After the Policy Service Decision review, the Senior Claims Examiner will prepare a letter to be sent by mail notifying the claimant of the disallowance of the claim or the termination of insurance benefits, the date of cancellation of the contract, the amount to be refunded and all the other pertinent accounting information. The insured will be fully informed of his/her right to appeal and advised of the time limit thereon as in other cases.

9.09 FRAUD NOT INVOLVING DISABILITY INSURANCE BENEFITS 

When a determination of fraud is made by the Insurance Claims Division which does not involve a claim for disability insurance benefits, the case will be referred to the Policyholder Services Division and action will be taken as outlined in paragraph 9.11, except that disallowance of claim, stop waiver and stop notice forms will not be necessary. 

9.10
DISPOSITION OF FRAUD DECISIONS

All documents related to the disposition of fraud determinations will be maintained in the electronic insurance record.
9.11  FINDING OF NO FRAUD
If a formal decision determines that there is no fraud under 38 CFR 3.901, personnel will follow the same procedures when a determination is made that there is fraud, except notice to the insured will not be required. 

9.12  REVERSALS OF FRAUD DECISIONS
Fraud decisions, made by the Assistant Director, Insurance Operations, based on available evidence,  cannot be reversed except by the Deputy Director, unless there is new and material evidence provided by the insured.  A mere difference of opinion or judgment is not sufficient; however, new and material evidence will support reconsideration of the question of fraud whenever received.

9.13  REINSTATEMENTS AND UNASSOCIATED REMITTANCES
a. When a question of fraud arises in connection with reinstatement of insurance and the application of previously unassociated remittance(s) would have prevented the lapse of the insurance if applied to the months for which originally paid, the reinstatement of the insurance will be disregarded and fraud will not be considered.

b. If the previously unassociated remittance(s) was insufficient to cover the entire period up to the date of reinstatement, then the date of lapse, for the purpose of consideration of the question of fraud, will be determined on the basis of the insurance having been in force for the period covered by the previously unassociated remittance(s).

9.14  CRIMINAL PROSECUTION OF FRAUD
Generally, when fraud has been found and the insurance has been canceled, the case should be handled per internal procedures
