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�Chapter 4�Estate Administration and Supervision

Overview

 

In this Chapter�This chapter contains the following sections:��

Section�Section Name�See Page��A�Folder Management�4-A-1��B�Administrative Record Keeping and Control Responsibilities�4-B-1��C�Estate Administration Responsibilities �4-C-1��D�Issues Regarding Beneficiary Funds�4-D-1��E�Closing Principal Guardianship Folders (PGFs)�4-E-1�� �Section A�Folder Management

Overview



In this Section�This section contains the following topics:��

Topic�Topic Name�See Page��1�Folder Type, Storage, and Disposal�4-A-2��2�Principal Guardianship Folders (PGFs)�4-A-4��3�Folder Control and Transfer �4-A-9��  

�1.  Folder Type, Storage, and Disposal 

 

Introduction�This topic contains information on



the different types of folders

folder storage, and

the disposal of folders.�� 

a.  Types of Folders�The paper folders that are maintained by the Fiduciary and Field Examination (F&FE) activity include



principal guardianship folders (PGFs)

correspondence folders, and

veteran folders.  



Reference:  PGFs are the primary working folders used by the F&FE activity.  For more information on PGFs, see M21-1MR, Part XI, 4.A.2. �� 

b.  Location of Folders�All F&FE working folders should be located in, or adjacent to the Veterans Service Center (VSC), preferably near the F&FE activity.  The sensitive nature of the material contained in these folders makes it imperative that they be safeguarded in an area not usually available to the general public.  �� 

Continued on next page

��styleref "Map Title"�1.  Folder Type, Storage, and Disposal�, Continued



c. Correspondence  Folders�Correspondence folders contain copies of material prepared at the request of another division or regional office (RO) when there is no local PGF.  This material includes 



nonfiduciary program field examinations, and 

fiduciary program field examination reports and attachments which are to be 

returned to the requestor, or 

forwarded to another RO for completion.



Storage

File material chronologically in letter-size manila folders.  At local discretion, cases may be stored alphabetically, in terminal digit file number order.



Disposal

Retain material for one year and then remove it for disposal in accordance with RCS VB-1, Part I, Item 06-016.3.   �� 

d.  Veteran Folders�Veteran folders contain all material relating to a beneficiary for whom there is no PGF, but for whom some future action(s) may reasonably be expected.



Storage

Establish individual records for these beneficiaries in manila folders on which the veteran’s name and Department of Veterans Affairs (VA) file number are inscribed.  File these records, at local option, in either 



terminal digit order, or 

alphabetical order by the last name of the veteran. 



Disposal

Destroy veteran folders two years after the date of last activity and after removal of any precedent material in accordance with RCS VB-1, Part I, Item 6-024.��

�2.  Principal Guardianship Folders (PGFs)

 

Introduction�This topic contains information on the types of PGFs.  It includes information on 



establishing a PGF

the types of PGFs

the guidelines for folder organization

the file charge card for maintaining PGF control, and

the disposal of PGFs.�� 

a.  Establishing PGFs�The RO having jurisdiction establishes and maintains a PGF by VA claim number when any of the situations listed below exist.



A recognized fiduciary has been appointed by a State court within the area of jurisdiction.

A recognized legal custodian or custodian-in-fact is residing within the area of jurisdiction.  

Payments are authorized to an incompetent veteran’s spouse residing within the area of jurisdiction.

A supervised direct payment (SDP) beneficiary resides within the area of jurisdiction.

An institutional award has been or is being made to the chief officer of a non-VA facility within the area of jurisdiction.

The payee within the area of jurisdiction is the superintendent or other bonded officer of an Indian reservation.



Note:  In instances where the only benefit payable is insurance and no VA claim number exists, the PGF is maintained under the veteran’s insurance number.



Reference:  For more information on jurisdiction, see M21-1MR, Part XI, 4.B.4.��  

Continued on next page
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b.  Types of Folders used for PGFs�Three types of folders may be maintained as PGFs.  The folder type is determined by the type of fiduciary and/or any accounting requirements.  



The table below lists the types and appropriate use of the three folder types. �� 

Folder Type �Appropriate Use��Red Rope Folder �Used in the past to establish a fiduciary file for court-appointed fiduciary cases.



Note:  May continue to be used for previously established cases.��Green Three Flap 

Letter-Size Folder with Built-in Fasteners



�Used when 



new cases involving court fiduciaries are established within the area of jurisdiction, or

existing court-appointed fiduciary cases need rejacketing during the ordinary course of business.



Note:  At local option, Federal fiduciary cases in which an accounting is required may also be maintained in green three-flap letter-size folders.��Kraft or similar folder



�Used when a Federal fiduciary is 



recognized, and

residing within the area of jurisdiction except as provided above.��

Continued on next page
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c.  Folder Organization Guidelines �The table below describes the PGF folder organization guidelines that must be followed.��

Type of Folder�Folder Organization Guidelines��Green Three-Flap Folder (and Existing Red Rope Folders)



Rationale:  Differences in individual State laws require that divergent filing requirements be allowed.  ROs must establish folder organization using the guidelines presented in this table. �The folder organization must be systematic and chronological, so that the location of documentation in cases of the same type will be uniform.

Normally, the largest concentration of materials must be filed on the center flap, and smaller volumes on the side flaps to minimize damage to the folder during routine use.

The following forms must be top-filed on an appropriately designated flap:

VA Form 21-4707, Estate Summary Form, and

VA Form 21-3045, Estate Action Record.



Note:  When the Green Three-Flap Folder is used for Federal fiduciary cases, this basic format must be followed except that accountings and associated materials are filed in the center flap of the folder.��

Continued on next page
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�styleref "Block Label"�c.  Folder Organization Guidelines� (continued)��

Type of Folder�Folder Organization Guidelines��Kraft or similar folder�All of the following must be filed chronologically on the left flap

payment actions (including computer-generated notices)

changes of address

bonds

restrictive withdrawal agreements

accountings, and

VA Form 21-4707 (VA Form 21-4707 must always be on top.)

All other material must be filed chronologically under VA Form 21-3045 on the right flap.



Note:  In cases where an accounting is not required, VA Form 21-4707 is not required.�� 

d.  Redundant Materials �Do not file redundant and duplicate materials in PGFs.  Remove any material that is obsolete and dispose of it during routine operations.  



Examples of redundant material include



routine and unnecessary Benefit Delivery Network (BDN) screen printouts

additional copies of material already in the PGF

obsolete correspondence, and

unnecessary notes or routing slips.



References:  For 

a definition and additional information on redundant and duplicate material, see RCS VB-1, Part I, Item 13.052, and

information on disposal schedules for obsolete material, see RCS VB-1, Part I, Items 6-016.1 and 6-016.11.��

Continued on next page
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e.  File Charge Card for Maintaining PGF Control�VA Form 21-3025, File Charge Card, is ordinarily used to maintain control of PGFs removed from the filing cabinets although ROs with a small fiduciary staff may use less formal methods of control.  If used, the card must show the 



name of the person to whom the PGF is charged

date of charge, and

type of action that caused the folder to be pulled, when applicable.��

f.  Disposal of PGFs�A PGF must be destroyed two years after the case has been closed in accordance with Records Control Schedule (RCS) VB-1, Part I, Item 06-016000.



Use the table below to determine if the disposal of PGFs is appropriate.�� 

If the case …�Then …��appears for disposal on the monthly Fiduciary Beneficiary System (FBS) Folder Pull Report�the case must be 



removed from the file storage area

reviewed for escheat purposes, per M21-1MR, Part XI, 4.E.21, and

destroyed when all actions have been completed.  ��is closed�it is either 



returned to the active PGF folders, or

placed in a separate inactive or disposal file until the case appears on the monthly FBS Folder Pull Report.��

References:  For more information on 

closing a case in FBS, see the FBS User Guide, Chapter 2, Closing a VetBene Record at the Web site location http://152.124.238.193/bl/21/publicat/Users/Index.htm#bmf, and

when it is appropriate to close a PGF, see M21-1MR, Part XI, 4.E.��

�3.  Folder Control and Transfer

 

Introduction �This topic contains information on 



VA Form 21-3045

correspondence follow up control

control files for cases involving suspension of payment, and

transferring PGFs.  ��  

a. Establishment of VA Form 21-3045�VA Form 21-3045 must be established and maintained in each PGF.  This form serves as a running account of all actions taken on a case.  Examples of actions that must be posted on VA Form 21-3045 include



all diaries permanently posted in chronological order with a brief description of the action to be taken when the diary comes due  

brief notes of interviews, quality reviews, research, or explanations of actions taken and the date 

the date, in the Date column, on which any information is posted (this must be included on each entry), and 

the initials of the person making the entry.



Notes:  

All notations must be legible and sufficiently detailed to permit easy identification of the type of action taken.

Both sides of each form must be completed, with additional forms being added to the PGF as necessary.  The current form must always be filed on top.�� 

b.  Correspondence Followup Control�The F&FE activity generates a large volume of correspondence, in addition to letters provided by FBS.  Establish a diary system to ascertain the status of replies to this correspondence.



Use of either the FBS MISC DUE field or another automated diary system is encouraged. �� 

Continued on next page
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c.  Suspension of Payment Control File �Establish a diary system to control cases in which payments to a fiduciary are suspended at the request of the Veterans Service Center Manager (VSCM).  Use of either the FBS miscdue field or other automated diary system is encouraged.��

d.  Transferring PGFs�PGFs may be transferred either permanently or temporarily from one RO to another using VA Form 7216a, Request for and/or Notice of Transfer of Veterans Records.



The table below outlines the requirements for transferring a PGF, either permanently or temporarily.  ��

A PGF is transferred …�Which requires the following actions …��permanently when supervisory jurisdiction in the case changes�complete VA Form 7216a and attach it to the outside of the PGF

route a copy of the form to the VSC having jurisdiction of the claims or deceased veterans’ claims folder (unless insurance is the only benefit payable) with a request to update the BDN Master Record with the new VSC code, and

update FBS in accordance with the FBS User Guide, Chapter 2, Transferring a VetBene Record.  The guide is available at http://152.124.238.193/bl/21/publicat/Users/Index.htm#bmf.



Note:  At local option, the VSC code may be updated by fiduciary personnel.��temporarily when requested and there is no change in supervisory jurisdiction�complete VA Form 7216a with

the original attached to the outside of the PGF

one copy filed inside the PGF, and

a copy attached to the file charge card in the PGF file unit, and

update FBS in accordance with the FBS User Guide, Chapter 2, Transferring a VetBene Record.  The guide is available at http://152.124.238.193/bl/21/publicat/Users/Index.htm#bmf.��  

�February 10, 2004							M21-1MR, Part XI

									Change 2



Section B

Administrative Record Keeping and Control Responsibilities

Overview



In this Section�This section contains the following topics: ��

Topic�Topic Name�See Page��4�Determining Principal Veterans Service Center Manager (VSCM) Jurisdiction�4-B-2��5�Maintaining Fiduciary and Field Examination (F&FE) Records�4-B-5��6�Certifying Initial Appointments (IA) for Field Examinations�4-B-7��7�Processing Completed Field Examinations�4-B-9��8�Completing Distribution of Operational Resources (DOOR) Reports �4-B-11��9�Control Procedures for Field Examinations and Accountings�4-B-12�� 









































4-B-1�February 10, 2004							M21-1MR, Part XI

									Change 2

4.  Determining Principal Veterans Service Center Manager (VSCM) Jurisdiction

 

Introduction�This topic contains information about principal guardianship folder (PGF) jurisdiction, including determinations of  



the principal Veterans Service Center Manager (VSCM), and

instances in which a change in the principal VSCM is required. �� 

a.  Determining the Principal VSCM�In matters of jurisdiction, the principal VSCM is determined by the type of payee, as outlined in the table below.��

If the payee is a …�Then the principal VSCM is the VSCM … ��supervised direct payment (SDP) beneficiary�in the area where the beneficiary resides.��court-appointed fiduciary�in the area of the appointing court.



Note:  The jurisdiction remains the same even if the veteran and fiduciary reside in, or move to, another state.��legal custodian or custodian-in-fact �in the area where the custodian resides.��superintendent of an Indian reservation�in the area where the superintendent resides.��chief officer of an institution�in the area where the institution is located.��spouse payee�in the area where the spouse resides.��foreign fiduciary with a permanent residence that is outside the United States�at the regional office (RO) assigned jurisdiction of the foreign address, as listed below.



Canada:  White River Junction, VT

Mexico, Central America, South America, the    Caribbean:  Houston, TX

The Philippines:  Manila, PI

All other foreign countries:  Pittsburgh, PA

Note:  When it is necessary to make personal contact with a fiduciary and/or beneficiary in one of these areas, a request for contact containing all pertinent information should be forwarded to the principal VSCM. �� 

Continued on next page
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b.  When a Change in Principal VSCM Is Required�The table below outlines the circumstances in which the principal VSCM jurisdiction must change and the principal guardianship folder (PGF) must be transferred.��

If the payee is a …�Then the principal VSCM changes and the PGF must be transferred when … ��SDP beneficiary�the beneficiary permanently moves to another VSCM’s area.��court-appointed fiduciary�all of the following actions are accomplished:



a qualified successor fiduciary has been appointed within another VSCM’s jurisdiction and recognized by the VSCM in the jurisdiction of the original appointing court

the estate, if any, has been transferred to the successor fiduciary, and

any other required action has been taken.  ��legal custodian�the legal custodian has moved from the VSCM’s area and there is documented evidence that the legal custodian continues to maintain his/her responsibility satisfactorily for the welfare of the beneficiary.



Notes:  

A legal custodian’s change of address is considered permanent unless information is furnished to the contrary.

A change of address due to a tour of military duty abroad of a family member is classified as temporary and the PGF is not transferred to the Department of Veterans Affairs (VA) RO in Washington, DC.  Such changes on regular tours in the United States are considered permanent.��

Continued on next page
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�styleref "Block Label"�b.  When a Change in Principal VSCM Is Required� (continued)��

If the payee is a …�Then the principal VSCM changes and the PGF must be transferred when … ��spouse payee�the spouse-payee moves to another VSCM’s area permanently and there are no known circumstances, such as estrangement from the veteran or abandonment of children, which would require a change of fiduciary.  ��chief officer of an institution�the veteran has been transferred to an institution in another RO’s jurisdiction, and any funds at the first institution have been released to the receiving institution or VA.��  

�5.  Maintaining Fiduciary and Field Examination (F&FE) Records 

 

Introduction�This topic contains information regarding the maintenance of Fiduciary and Field Examination (F&FE) records.  It includes 



procedures for maintaining F&FE program records, and

information regarding the responsibilities of the reporting and administrative functions.�� 

a.  Maintaining F&FE Program Records�Many of the procedures for maintaining Fiduciary and Field Examination (F&FE) program records are automated through the use of the Fiduciary Beneficiary System (FBS).  For this reason, accurate data entry is essential.



One or more persons must be designated to maintain the records required for administration of the F&FE activity.



Reference:  For detailed instructions on maintaining records in FBS, see the FBS User Guide, at the Web site location http://152.124.238.193/bl/21/publicat/Users/Index.htm#bmf.��  

Continued on next page
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b.  Reporting and Administrative Functions for Maintaining F&FE Records�The reporting and administrative functions for maintaining the F&FE records should include, but not be limited to, the following:



establishing and updating of FBS VetBene records, to include records transfer or close

establishing and updating of FBS Work Process records, to include assignment, routing and completion of all types of field examination and accounting work

completing administrative procedures necessary for recognition, appointment, and certification of payees

performing estate supervision duties as designated

making appropriate referrals

compiling and maintaining data required by the Distribution of Operational Resources (DOOR) system that is not supplied by FBS or the Personnel & Accounting Integrated Data (PAID) system

preparing and maintaining veteran files, correspondence files, and PGFs

screening mail, date stamping, and/or searching, and

responding to telephone and correspondence inquiries.�� 

�6.  Certifying Initial Appointments (IA) for Field Examinations



a.  Overview of the IA Certification Process�The table below describes the stages in the process for certifying the Initial Appointments (IA) for field examinations.��

Stage�Description��1�The Field Examiner (FE) attaches VA Form 21-555a, Designation of Payee, to the field examination report in the following cases:



whenever a payee is to be certified

whenever direct payment with continuing supervision is recommended, or

in the case of a minor able to manage his/her affairs, whenever direct payment without continuing supervision is recommended.



Note:  At local option, the FE may complete VA Form 21-555, Certificate of Legal Capacity to Receive and Disburse Benefits, in lieu of VA Form 21-555a.  The FE recommending the appointment may not sign this form.��2�Office personnel must take



action as indicated on the VA Form 21-555a in Item 4, “Control Action,” or in the “Comments” section, and/or  

any other control action as directed by the FE in the “Other Actions Required” section of

VA Form 21-3190, Minor Beneficiary Field Examination Request and Report, or

VA Form 21-4716a, Adult Beneficiary Field Examination Request and Report. ��

Continued on next page
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�styleref "Block Label"�a.  Overview of the IA Certification Process� (continued)��

Stage�Description��3�Certification is effected by preparation of VA Form 21-555.

If more than one benefit is payable by VA, control personnel must



prepare a copy of VA Form 21-555 for each file involved (claims file and/or insurance file), and

note the additional office, if any, to which certification is to be forwarded. 



Example:  A beneficiary may be receiving pension as a surviving spouse, dependency and indemnity compensation as a dependent parent, and insurance proceeds at the same time.  Copies would be provided for each claims file as well as the insurance file.��4�If the FE has made any notations in Item 7 of the VA Form 21-555a that include instructions for personal funds of patients (PFOP) payments, an additional copy of the VA Form 21-555 must be prepared for the



VA medical center if the veteran is under medical center supervision, or 

RO Finance Support Services Officer if the PFOP account is maintained at the Hines Benefits Delivery Center (BDC).��

Notes:  

Obtain names of beneficiaries for listing on VA Form 21-555 from the award or VA Form 21-592, Request for Appointment of a Fiduciary, Custodian or Guardian, except where the FE has made note of any change in the name of the beneficiary(ies).  In such cases, the names should be obtained from VA Form 21-555a.

Obtain information on VA Form 21-555 concerning court-appointed fiduciaries from the court papers.��

�7.  Processing Completed Field Examinations

 

Introduction�This topic contains information regarding the processing of completed field examinations.  It includes information on 



forwarding 

initial appointment (IA) field examination reports

Fiduciary-Beneficiary (F-B) reports, and

non-fiduciary reports

retaining copies of forwarded reports

performing designated control actions, and

entering dates for scheduled field examinations.��  

a.  Forwarding IA Field Examination Reports�Forward a copy of the completed IA field examination report along with VA Form 21-555 to a requester when any one of the following conditions apply:



it is specifically requested

the contents of the report documents the need to effect a change in the type or amount of benefits, or

the report recommends re-rating for competency.��  

b.  Forwarding F-B Reports�Forward F-B reports if 



the request comes from another RO, or 

it is recommended by the FE.�� 

c.  Forwarding Non-Fiduciary Reports�Fiduciary personnel must forward non-fiduciary program field examination reports to the requesting activity or, if needed, to other offices for further development.  



If the report is forwarded for further development, notice of transfer must be given to the requester.�� 

Continued on next page
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d.  Retaining Copies of Forwarded Reports�Retain copies of all forwarded reports because of the possibility of the loss of the original during transmittal.  



If a PGF exists, retain the copy in the PGF.  If a PGF does not exist, use a veteran or correspondence file, as appropriate.��

e.  Designated Control Action�Office personnel must pay particular attention to any control action designated by the FE on any of the various forms used to report field examinations.�� 

f.  Entering Dates for Scheduled Field Examinations�Dates for scheduled field examinations must be entered in FBS.



All diary dates must be posted in the PGF on VA Form 21-3045, Estate Action Record, in chronological order.��  

�8.  Completing Distribution of Operational Resources (DOOR) Reports

 

Introduction�This topic contains information about Distribution of Operational Resources (DOOR) reports.  It includes information on what is required to complete DOOR reports.  ��  

a.  Definition:  DOOR Report�The Distribution of Operational Resources (DOOR) report is a monthly report that provides information about VA’s workload, timeliness, and staff hours expended.  �� 

b.  Obtaining and Maintaining Information Required to Complete DOOR Reports�Workload (pending and completed) data is accumulated by FBS and entered into DOOR through automatic linkage.  Likewise, data relating to staff hours expended is accumulated by PAID and entered via automatic linkage.  All other data must be accumulated by fiduciary personnel and entered into DOOR manually.  



One or more persons must be designated to compile and maintain these records.  Types of data requiring manual input include, but are not limited to, the following: 



mileage traveled by FEs while conducting field examinations

outreach and special detail hours

information pertaining to the misuse of funds, and

information on “Adverse Conditions” identified (totaled from all VA Form 27-8038b, Worksheet 3, Veterans Services-Fiduciary Activity for DOOR input).��  

�9.  Control Procedures for Field Examinations and Accountings

 

Introduction�This topic contains information on various administrative control procedures relating to field examinations and accountings.   �� 

a.  Field Examination Report Controls�Forms for scheduled field examinations are generated automatically each month by FBS.  These forms must be annotated to include necessary information that cannot be automatically printed on the field examination request form.  



Annotations include, but are not limited to



updating the form, before assignment to a FE, to include current income and estate information and/or obtaining and attaching any other information pertinent to the field examination request

annotations to provide the FE with relevant details when there is an accounting that is overdue at the time of a field examination, and 

indicating the particular FE assigned responsibility for completing the field examination.�� 

b.  Controls for Accountings�FBS provides a monthly listing of accountings due and generates the call letters for accountings that will become due within 35–65 days.  Administrative duties include, but are not limited to



preparing and mailing accounting call letters generated by FBS, and 

reviewing cases involving overdue accountings and taking follow-up action as necessary.��

c.  Controls for Miscellaneous Records �In addition to field examination reports and DOOR reports, an individual must be designated to maintain all other miscellaneous required records, diaries and reports that are provided through FBS customized reports.



Examples of such records include, but are not limited to



FBS Miscellaneous Due Report, and

FBS Folder Pull Report. �� 

�Section C�Estate Administration Responsibilities 

Overview



In this Section�This section contains the following topics: ��

Topic�Topic Name�See Page��10�Handling Entitlement-Related Changes �4-C-2��11�Handling Payment-Related Changes �4-C-5��12�Handling Administrative Changes�4-C-7�� 

�10.  Handling Entitlement-Related Changes

 

Introduction�This topic contains information about handling entitlement-related changes that require notification or action by the fiduciary program personnel.  It includes information on



notification requirements when changes occur that may affect entitlement

types of changes affecting entitlement

action to take upon the suspension of payment, and

descriptions of message codes found on VA Form 20-6560, Notice of Payment Transaction.�� 

a.  Notification Requirements When Changes Occur that May Affect Entitlement �When information establishes a possible basis for increasing or reducing the entitlement of the beneficiary, fiduciary program personnel must notify the authorization activity and/or appropriate VA Regional Office and Insurance Center (VAROIC) immediately.�� 

b.  Types of Changes Affecting Entitlement�Changes affecting entitlement which must be reported include, but are not limited to, changes which pertain to the following:



income or estates in cases involving pension payments for minor and adult beneficiaries or income in payment of dependency and indemnity compensation to parents

employment in adult cases, when appropriate

death of the beneficiary or a dependent

imprisonment of the beneficiary or a dependent

a change in marital status of the beneficiary or a dependent

any other Department of Veterans Affairs (VA) or non-VA benefits to which the beneficiary may be entitled, and

missing beneficiaries, per 38 U.S.C. 1158 and 38 U.S.C. 1507.��

Continued on next page
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c.  Suspension of Payment�Upon receipt of a copy of an award or suspend action indicating discontinuance of payments for failure to return an Eligibility Verification Report (EVR) or other requested information, fiduciary program personnel must take the necessary action to obtain the requisite information and forward it to the authorization activity.



This may be done by



correspondence

field examination, or

other methods, including court action when necessary.



Note:  If court action is necessary, it must be accomplished by the Regional Counsel.�� 

Continued on next page
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d.  VA Form 20-6560:  Notice of Benefit Payment Transaction�VA Form 20-6560 is referred to fiduciary program personnel to provide notification of actions that have been taken by the authorization activity which may affect the beneficiary’s entitlement, or continued entitlement, to VA benefits.  



The table below describes the various types of message codes that may be found on VA Form 20-6560, the circumstances that prompt these codes to be generated, and the actions, if any, that must be taken. ��

Message Codes�Description��Message Code 630—Transaction Code 28�This message is generated by a notice of death and indicates that the master record at the Hines Benefits Delivery Center (BDC) has been terminated.



Upon receipt of this message, the Veterans Service Center Manager (VSCM) must take the necessary closing actions in accordance with M21-1MR, Part X, 4.E.  



Transaction codes 09, 10, 41, and 42 generated by other stop pay actions are also referred to fiduciary program personnel for information and action, if necessary.



Reference:  For more information on transaction codes, see MP-6, Part IV, Supplement No. 1.1, Paragraph 201.01.��Message Codes 

670

672, and

673�Copies of these messages are issued to fiduciary program personnel when the personal funds of patients (PFOP) account is established or changed.



Message code 670:  Referred with the claims folder to the finance activity.

Message codes 672 and 673:  Referred directly to fiduciary program personnel for information and filing in the principal guardianship folder (PGF).



Note:  In cases involving message code 670, if the amount of PFOP balance is $500 or less, the finance activity refers the case with the claims folder to the Veterans Service Center (VSC).  Otherwise, they refer the case to fiduciary program personnel for information and filing in the PGF.�� 

�11.  Handling Payment-Related Changes

 

Introduction�This topic contains information about handling payment-related changes that require notification or action by the fiduciary program personnel.  It includes information on



handling a change of name or address

handling a change of fiduciary or payee, and

determining a fiduciary’s continued suitability for the release of medical center activity funds.�� 

a.  Handling a Change of Name or Address�The change of fiduciary (CFID) Benefits Delivery Network (BDN) command is authorized for use by Legal Instruments Examiners (LIEs), Field Examiners (FEs), and appropriate VSC personnel.



When information is received that



a payee has changed his/her address, fiduciary personnel

enter the new address into BDN, and

notify the VAROIC, if appropriate, and

there is a change in the name of a fiduciary or a beneficiary, fiduciary personnel

enter the change into BDN

notify the VSC

notify the VAROIC, when appropriate, and

take necessary action to correct court records.  



Notes:  

When appropriate, notify the Director of the affected VA medical center (VAMC) activity of the change in name or address of the payee.

When given appropriate BDN commands by the regional office (RO) VSCM, fiduciary program personnel also input direct deposit authorizations.��

Continued on next page
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b.  Handling a Change of Fiduciary or Payee�When a change in payee or type of payee or fiduciary is made, fiduciary program personnel must issue VA Form 21-555, Certificate of Legal Capacity to Receive and Disburse Benefits, signed by the VSCM, with any necessary attachments, notifying the 



authorization activity and/or the appropriate VAROIC of such a change, and

Director of the affected VAMC activity, when appropriate.��

c.  Determining the Fiduciary’s Continued Suitability for Release of Excess VAMC Activity Funds�Fiduciary program personnel must notify the Director of a VAMC activity when any excess funds must be released to a fiduciary either while the veteran remains hospitalized, or when the veteran is discharged.



The advice of fiduciary program personnel regarding the release of excess medical center activity funds must be based on the present status of the fiduciary.  The unexpended balance must be withheld until any irregularities are adjusted, if



payments have been suspended to the fiduciary

the fiduciary is not satisfactorily accounting for the funds already received, or 

the bond is insufficient.



When the situation is such that the funds may be released to the fiduciary, fiduciary program personnel must forward a completed VA Form 21-555, signed by the VSCM, to the Director of the VAMC showing the amount to be released and any indebtedness due the United States.�� 

�12.  Handling Administrative Changes

 

Introduction�This topic contains information about handling administrative changes that require notification or action by fiduciary program personnel.  It includes information on



notification requirements when there is a change in principal VSCM 

using VA Form 7216a, Request for and/or Notice of Transfer of Veterans Records, to transfer a PGF when there is a change in VSCM, and

correcting an error in VSCM designation. �� 

a.  Notification When There is a Change in Principal VSCM�When a PGF is transferred to another RO, the following personnel must be notified of the change in principal VSCM:



the VSC having jurisdiction of the claim or deceased veterans’ claim folder

the VAROIC, if appropriate, and

the fiduciary or supervised direct pay (SDP) beneficiary.



Note:  When a PGF for an SDP beneficiary is transferred, the receiving VSCM must be advised so that personal contact can be made with the beneficiary in the new environment.�� 

b.  Use of VA Form 7216a to Transfer a PGF Due to a Change in VSCM�Use VA Form 7216a, Request for and/or Notice of Transfer of Veterans Records for the temporary or permanent transfer of PGFs.



Update FBS records when a PGF is transferred by processing a transfer operation as explained in the FBS User Guide, Chapter 2, Transferring a VetBene Record.��

c.  Correcting an Error in VSCM Designation�In some cases, the BDN master record contains either an incorrect VSCM designation or none at all.  As a result, a VSCM may receive copies of an award action or a VA Form 20-6560 when he/she does not have jurisdiction of the case.



When this occurs, the VSCM must



ascertain the RO having jurisdiction

correct the BDN master record with the CFID command, and

forward the document to the proper VSCM.�� 

�Section D

Issues Regarding Beneficiary Funds

Overview



In this Section�This section contains the following topics: ��

Topic�Topic Name�See Page��13�Personal Funds of Patients (PFOP) Accounts�4-D-2��14�Withheld Funds�4-D-6��15�Disposition of Deceased Beneficiaries’ Funds�4-D-7�� 

�13.  Personal Funds of Patients (PFOP) Accounts

 

Introduction�This topic contains information on veteran’s funds which may be held in personal funds of patients (PFOP) accounts.�� 

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
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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
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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
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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.��

�14.  Withheld Funds



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.��  

�15.  Disposition of Deceased Beneficiaries’ Funds



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. �� 

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
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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
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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
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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
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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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Section E

Closing Principal Guardianship Folders (PGFs)

Overview



In this Section�This section contains the following topics: ��

Topic�Topic Name�See Page��16�General Information Regarding the Closing of PGFs�4-E-2��17�Closing PGFs for Cases Involving Minors�4-E-3��18�Closing PGFs for Cases Involving a Legal Custodian Payee for an Adult, an Institutional Award Payee, or a Spouse Payee�4-E-5��19�Closing PGFs for Supervised Direct Payment (SDP) Cases�4-E-7��20�Closing PGFs for Cases Involving Court-Appointed Fiduciaries for Adult Payees  �4-E-8��21�Reviewing PGFs for Escheat Provisions�4-E-10�� 

�16.  General Information Regarding the Closing of PGFs

 

Introduction�This topic contains general policy information regarding the closing of any principal guardianship folder (PGF).  It includes information on 



the discontinuation of Department of Veterans Affairs (VA) supervision, and

when to close a PGF. �� 

a.  Discontinuation of VA Supervision�Supervision of beneficiaries is discontinued when 



VA benefits are terminated permanently, and no residual VA estate exists, or 

the beneficiary no longer requires supervision in the handling of VA funds.�� 

b.  When to Close a PGF�Usually, a principal guardianship folder (PGF) is closed when supervision is terminated.  Depending upon the type of beneficiary and fiduciary, certain actions may be required prior to closing the PGF. 



References:  For information on the specific actions required for closing the PGF on a case which involves

a minor, see M21-1MR, Part XI, 4.E.17

a legal custodian payee for an adult, an institutional award payee, or a spouse payee, see M21-1MR, Part XI, 4.E.18

a supervised direct payment (SDP) case, see M21-1MR, Part XI, 4.E.19

a court-appointed fiduciary for an adult payee, see M21-1MR, Part XI, 4.E.20.��  

c.  Notification of Discontinuance of VA Supervision�The authorization activity is notified by fiduciary personnel whenever supervision is discontinued and the PGF is closed, except in cases involving 



a minor who has reached majority

the death of the beneficiary, or

a re-rating to competent when no legal disability exists.�� 
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17.  Closing PGFs for Cases Involving Minors

 

Introduction�This topic contains information on the requirements for closing the PGF of a case involving a minor.  It includes information on 



criteria for closing, and

requirements regarding 

a VA estate, and 

court-appointed fiduciaries.�� 

a.  Criteria for Closing the PGF of a Minor�PGFs for cases involving minors are usually closed when the minor



attains majority under the law of the state in which he/she resides

marries

enters military service

has eligibility terminated and there is no VA estate, or

dies and there is no estate derived from VA in the possession of the fiduciary (if there is a VA estate, the provisions of M21-1MR, Part XI, 4.D.15 apply). 



Notes:  

If a minor attains majority under the law of the state in which he/she resides, the case should be closed even if the minor is moving to another state having a different age of majority.  When the beneficiary is entitled to benefits after majority, the Veterans Service Center Manager (VSCM) must advise the authorization activity and/or insurance center to pay the beneficiary directly.

A case must not be closed if the beneficiary requires supervision as a helpless adult who is rated incompetent or under legal disability. 



Reference:  For information on helpless adults, see M21-1MR, Part III, Subpart iii, 4 or M21-1, Part IV, 15.�� 

b.  Requirements if a VA Estate Exists�If VA assets remain when a case is closed, appropriate actions must be taken to assure that the minor has or will receive all assets to which he/she is entitled.  



This includes obtaining a final account or other verification of the disposition of the VA estate.�� 

Continued on next page
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c.  Requirements for Court-Appointed Fiduciaries�The court must be notified when VA no longer has any interest in the case.�� 
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18.  Closing PGFs for Cases Involving a Legal Custodian Payee for an Adult, an Institutional Award Payee, or a Spouse Payee 

 

Introduction�This topic contains information on closing PGFs for cases which involve a(n)



legal custodian payee for an adult

institutional award payee, or

spouse payee.  �� 

a.  Cases Involving a Legal Custodian Payee for an Adult�PGFs for cases in which there is a legal custodian payee for an adult should be closed when any of the following situations occur:



the beneficiary has been rated competent and has acknowledged receipt of the assets (However, if a legal disability continues, and the VSCM determines that a fiduciary is necessary to protect the beneficiary’s interests, the case must not be closed.)

payment is terminated because of ineligibility, there is no VA estate, and termination of benefits appears to be permanent

the beneficiary dies and there is no estate derived from VA benefits in the hands of the fiduciary, or

the beneficiary dies with a VA estate and either

any overpayment has been recovered from the estate and the heirs or administrator/executor have been notified of the estate, or

the final accounting has been approved and, if there are no known heirs, the provisions outlined in M21-1MR, Part XI, 4. D.15 have been met. �� 

b.  Cases Involving an Institutional Award Payee for Living Veterans�PGFs for cases involving living veterans, in which there is an institutional award payee, should be closed when all of the following conditions are met:



there is no VA estate

payment has been discontinued because of ineligibility and discontinuation of payment appears to be permanent, and

the veteran is unlikely to be discharged from the institution. �� 

Continued on next page
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c.  Cases Involving an Institutional Award Payee for Deceased Veterans�PGFs for cases involving deceased veterans must be closed when 



the final account, when requested, of the state hospital or other institutional award payee has been approved, and

there is no estate derived from VA benefits.



Note:  If there is an estate, the provisions of M21-1MR, Part XI, 4.D.15 apply. �� 

d.  Cases Involving a Spouse Payee�PGFs for cases in which there is a spouse payee should be closed when benefit payments have been permanently discontinued.



Note:  The PGF and claims folder should be reviewed to be reasonably certain that discontinuance of payment is permanent. �� 
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19.  Closing PGFs for Supervised Direct Payment (SDP) Cases 

 

Introduction�This topic contains information about 



the closing of cases involving SDP beneficiaries, and

what to do when a SDP veteran is hospitalized in a VA medical center (VAMC) activity.  �� 

a.  Requirements for Closing an SDP Case and PGF�PGFs for cases that involve a SDP beneficiary must be closed when any of the following situations occur:



the beneficiary has been rated competent, or has been determined to be competent if a non-veteran adult, and the VSCM has determined that the beneficiary is capable of handling any VA benefits payable without supervision

the beneficiary has no VA estate and is no longer eligible for VA benefits, or

the beneficiary has died.�� 

b.  When a SDP  Veteran is Hospitalized in a VAMC �In cases where a SDP veteran is hospitalized in a VA Medical Center (VAMC) and the method of payment is changed to an institutional award, the case may be closed one year after the date of hospitalization if the veteran is still a patient of a VAMC.�� 

�20.  Closing PGFs for Cases Involving Court-Appointed Fiduciaries for Adult Payees

 

Introduction�This topic contains information on closing cases and PGFs when a beneficiary 



 has been rated or determined to be competent

is no longer eligible for VA benefits, or

has died.�� 

a.  When a Beneficiary Has Been Rated or Determined to Be Competent �A case that involves a court-appointed fiduciary for an adult payee must be closed at the earliest practical time after the fiduciary activity has been notified that the beneficiary has been rated competent, or determined to be competent if he/she is a non-veteran adult.  The case must not be closed if a legal disability continues to exist and the VSCM determines that a fiduciary is necessary to protect the beneficiary’s interests. 



The fiduciary activity must refer cases to the Regional Counsel for necessary action if restoration of competency is in order and VA



is providing legal services, or

is not providing legal services, but 

the fiduciary does not take action to terminate the court appointment in due course, or 

there is a question of proper estate administration.



If the beneficiary is rated competent by VA, the case must be closed when direct payment has been certified and the Regional Counsel has been requested to take restoration action, regardless of whether the court restores the beneficiary to competency.  �� 

Continued on next page
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b.  When a Beneficiary Is No Longer Eligible for VA Benefits�The VSCM must close the PGF as soon as is practical when a beneficiary is no longer eligible for VA benefits, and that ineligibility is likely to be permanent.  



If restoration to competency is not in order, the



case must be closed upon receipt of the first satisfactory account showing no VA estate, and

fiduciary, or private counsel, as appropriate, and the court must be notified of VA’s withdrawal and the reason.



Note:  These closing criteria also apply to cases in which a court-appointed fiduciary is still required for non-VA purposes, such as in cases involving a beneficiary with a large non-VA estate.�� 

c.  When a Beneficiary Has Died�The VSCM must close the PGF as soon as is practical when a beneficiary has died.



If the beneficiary 



leaves a will or there are known heirs, the PGF must be closed after action is taken to recover overpayments, if any exist, or

dies without a will and without known heirs, the PGF must be closed following compliance with the provisions of M21-1MR, Part XI, 4.D.15.�� 

�21.  Reviewing PGFs for Escheat Provisions



a.  Process for Determining Applicability of Escheat Provisions�PGFs are destroyed two years after they are closed.  Prior to disposal, they must be reviewed to ensure that there are no circumstances that will require further retention.



The table below outlines the process for reviewing a PGF closed due to death of the beneficiary to determine the applicability of escheat provisions.  ��

Stage�Description��1�Before disposing of a PGF closed because of death, fiduciary personnel must review the arrangements that were made to dispose of the beneficiary’s residual VA estate, if any. ��2�The LIE verifies that estate distributions occurred as planned, unless the fiduciary is an heir capable of inheriting. ��3�If the review 



shows that distributions occurred as planned and there are no escheatable VA-derived assets, fiduciary personnel dispose of the PGF, or 

suggests the possibility that VA-derived assets subject to the escheat provisions of 38 U.S.C. 3202(e) may exist, or that heirs purported to have existed at the time that the case was closed have not materialized, fiduciary personnel must

determine the facts, and

refer the matter to the Regional Counsel for an opinion as to whether escheat is in order.��4�If the Regional Counsel finds that escheat



is in order, fiduciary personnel must not dispose of the PGF until the issue has been resolved in accordance with M21-1MR, Part XI, 4.D.15.d.

is not in order, fiduciary personnel must destroy the PGF.�� 

Reference:  For more information on the disposal of closed PGFs, see Records Control Schedule (RCS) VB-1, Part I, Item 06-016.000.��
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