This chapter was previously M27-1, Part III, Section I, Chapter 7.  It was redesignated as M21-1, Part VIII, Section I, Chapter 7 in April 2000 due to a reorganization.  The content of this chapter was not changed.
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CHAPTER 7.  MINOR BENEFICIARIES



7.01  PURPOSE



	The purpose of the fiduciary and field examination program regarding minor beneficiaries is to protect beneficiary rights and to identify situations where minors and their fiduciaries need advice or assistance in obtaining all benefits to which they are entitled.  VA must establish effective communication with fiduciaries so they know who to contact if they have questions or problems or if changes arise affecting the fiduciary relationship or entitlement to benefits.



7.02  INITIAL APPOINTMENT (IA) DETERMINATIONS



	a.  Minor Child in Custody of Parent:   Awards Under 38 C.F.R. 3.850(c)



	(1)  Generally, IA field examinations will not be conducted, and cases will not be supervised when a child is in the custody of a natural or adoptive parent or stepparent and the benefits payable on behalf of the child are paid to that parent as custodian of the child.  In these cases, benefits will be awarded to the parent as custodian of the child and a copy of the award will be referred to the fiduciary activity.  (See M21-1, Part IV, par. 17.14.)  Fiduciary personnel will send VA form letter 27-445 (Information for Parents Who Are Being Paid VA Benefits on Behalf of Minor Beneficiaries) to the unsupervised parent custodian informing the parent of his or her rights and responsibilities as fiduciary.  A copy of this letter will be sent to the claims file for record purposes.



	(2)  Benefits will not be awarded to these parents if a court-appointed guardianship is in effect or pending or VA insurance funds are payable to the child.  In these cases, a fiduciary will be requested with VA Form 27-592, Request for Appointment of a Fiduciary, Custodian or Guardian, and an IA field examination will be conducted.  An IA field examination may also be conducted any time information is received that the parent awarded benefits under par. (1) above is unfit or no longer has custody of the child.



	b.  Other Minors.  An IA field examination will be conducted when VA Form 21-592 naming a minor as beneficiary is received.  The field examiner will determine the minor's needs and appoint an appropriate payee.



	c.  Minors in Foreign Countries.  Standards in subparagraphs a and b above will be applied in determining whether or not to schedule a field examination for a minor residing in a foreign country.  FL 27-445 will be sent to the fiduciary in cases not requiring an IA field examination.
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7.03  PERSONAL CONTACT WITH MINORS



	Minors will be seen personally during all field examinations if possible.  If seeing the minor is not possible, the field examiner will confirm with reliable sources the minor's identity and custody and the suitability of the fiduciary.  It is mandatory to see the minor in cases where no parental or in loco parentis custody exists.  However, when the minor is a ward of the court or under the supervision of a social service agency and the court or agency specifically requests that the minor not be interviewed, the request may be honored if the purpose of the field examination can be otherwise fulfilled.  In those limited instances, a report from the social service agency or court will suffice.



7.04  GUIDELINES FOR FIELD EXAMINATIONS



	Each minor beneficiary field examination and report should cover the following:



	a.  Identity, Custody, and Existence of Fiduciary.  The field examiner must confirm the existence, identity, and custody of the minor and verify whether or not a court-appointed fiduciary exists.  In designating a payee, the field examiner will either recognize the court-appointed fiduciary or another fiduciary better suited to the needs of the minor or recommend that the minor be paid direct.  (See par. 7.06d below.)



	b.  Personal Welfare.  The field examination report will briefly describe the minor if the minor was seen personally.  The description will include any physical or mental defects which might affect the expenditure of the minor's funds or which might qualify the minor for benefits as a helpless adult when the minor reaches majority.  The report should include information about the health of other members of the household when it is material to demands on the minor's funds or pertinent to the continuation of the minor's living arrangement.  The report should also include a physical description of the household and indicate whether the minor appears to be content with the surroundings.



	c.  Suitability of Fiduciary.  The report must indicate whether or not the fiduciary appears suitable to administer the minor's current and future financial affairs.  The fiduciary should be trustworthy, capable of understanding his or her responsibility as a fiduciary, and willing to administer funds in accordance with state and/or Federal laws.



	(1)  The corroborative evidence needed, including the number of disinterested adult witnesses to be interviewed, will be determined by the circumstances of each case.  Ordinarily, no corroboration is needed on a fiduciary-beneficiary (F-B) field examination if care and custody of the minor can be confirmed by visit with the fiduciary and beneficiary.  Corroboration is necessary when circumstances raise a question about the continuing suitability of a recognized fiduciary.
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	(2)  It is preferable to obtain corroborative evidence by personal contact; however, the information may be obtained by telephone contact when personal contact would seriously delay submission of the report or the costs of travel and energy consumption make personal contact prohibitive.



	(3)  The report will state the name and address of any character witnesses interviewed.  It will also indicate the relationship of the witnesses to the fiduciary and how long they have known each other and witnesses' comments about the fiduciary's relationship with the minor.



	d.  Fund Usage.  The field examination report must document the total income and estate of each beneficiary.  The field examiner will determine, based on the circumstances of the case, whether the beneficiary's funds are to be saved or used for the minor's care and maintenance.  The field examiner will also determine whether the estate is to be protected by court order or a withdrawal agreement.  Matters for consideration include, but are not limited to, the following:



	(1)  Total Income.  Total income includes both earned and unearned income (e.g., income from trust funds, bonds, certificates, etc.).  Assets include savings, real estate, and personal property belonging to the minor.  Although verifying assets on an IA field examination is discretionary, they will be verified if there is reason to doubt their existence.  VA savings must be verified on F-B field examinations.  If verification cannot be completed at the time of the field examination, the report must include instructions for follow-up action.  Reports must indicate account numbers and balance on deposit when the minor's funds are in savings.



	(2)  Reasonable Use of Minor's Funds.  The report must document whether the use of the minor's funds is reasonable in the estimation of the field examiner and whether the use of the funds is court ordered in court-appointed fiduciary cases.  The field examiner should evaluate requests to use funds for care and maintenance by comparing family household expenses to income.  The report should explain any allowance or future expenditure arrangement approved by the field examiner.  The field examiner should also confirm expenditures previously authorized



	(3)  Fiduciary's Responsibility for the Minor.  If the fiduciary is legally responsible for the minor's support, the field examiner must determine whether or not the fiduciary is capable of taking care of the minor's needs from the fiduciary's own income.  Although VA benefits payable on behalf of a minor are intended to be used for the beneficiary's benefit, these funds should be relied upon only to the extent that the person legally responsible for the minor is unable to provide for the minor.  The report should show the length of time at the present address and the fiduciary's and spouse's source(s) of income
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and list others in the household dependent upon the fiduciary for support.  (It is not necessary to ascertain the details of the fiduciary's income if he or she is not legally obligated to support the minor.)



	(4)  Potential Problems.  The field examiner must identify any situation which could lead to the misuse or misappropriation of the minor's benefits and take action to protect the interest of the minor.  For example, if other adults residing with the fiduciary and minor have no means of support, the field examiner must take action to prevent the minor's VA funds from being used to support those adults.



	e.  Educational and Financial Planning.  The field examination report should comment on the interests, present educational level, and potential of the minor and the attitude of the fiduciary toward future educational plans for the minor.  The field examiner should provide the fiduciary and the minor information about benefits available beyond age 18 based upon school attendance, including Dependents' Educational Assistance (DEA), VA pension, and benefits from other state and/or Federal agencies.  The field examiner should discuss educational plans and expenses with the fiduciary, and the report should reflect that discussion.



	f.  Fiduciary Consultation and Instruction.  The field examiner will instruct the fiduciary of fiduciary duties, responsibilities, and authority, including the requirement to turn over any remaining assets to the beneficiary when he or she reaches majority.  The level of this instruction will be consistent with the level of understanding of the fiduciary and the facts of the case.

	

	g.  Financial Hardship.  When the field examiner finds financial hardship and VA funds have not been released, the field examination report will include instructions for priority handling and follow-up for award action.  The report should be marked with a special tag.



7.05  DOCUMENTATION OF FACTS



	Field examination reports for minors will use VA Form 27-3190, Minor Beneficiary Field Examination Request and Report.  Instructions for completing the form are in

M27-1, Part III, Appendix B.  The report must thoroughly document all facts developed during the field examination and the field examiner's reasons for future actions.  Supporting documents will be attached, as appropriate.
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7.06  FIDUCIARY APPOINTMENT/PAYEE DESIGNATION



	a.  Legal Custodian



	(1)  Necessary Documents.  VA Form 27-4703, Fiduciary Agreement, will be completed in IA cases when payment will be made to a legal custodian.  A copy will be given to the custodian.  When a corporate surety bond is required (M27-1, Part III, Chapter 10), a copy of the bond signed by the legal custodian and the authorized agent of the surety will also be obtained.



	(2)  Agreement to Conserve Funds.  When the legal custodian agrees that VA benefits can be saved, the field examiner will enter on the face of VA Form 27-4703 the amount to be saved from accrued and monthly benefits for each beneficiary and the beginning date.  The legal custodian will be informed of the provisions of C.F.R. 13.103, Investments by Legal Custodians, and instructed that separate savings accounts are to be maintained for each minor.



	b.  Custodian-in-Fact



	(1)  Temporary Emergency Payee.  A custodian-in-fact will be qualified and certified if funds are necessary for the current maintenance of the minor and benefits cannot be timely or properly paid to an existing or successor fiduciary.  Only funds required for current expenses of the minor will be paid to a custodian-in-fact.  Normally, certification of a custodian-in-fact may not exceed one year; however, in exceptional circumstances, when a permanent fiduciary cannot be certified within one year, a custodian-in-fact may be recertified for another temporary period.



	(2)  Necessary Documents.  VA Form 27-4703 will be completed.  The payee will be designated on VA Form 27-555 (Certificate of Legal Capacity to Receive and Disburse Benefits) or 27-555a (Designation of Payee), and the report will show the monthly amount to be paid and the beginning and ending dates of payments.  If benefits are currently being paid, a notation will be made  to suspend payment to the current fiduciary.



	c.  Court-Appointed Fiduciary



	The primary consideration is to obtain the fiduciary who can best meet the needs of the beneficiary.  The field examination report will document when the appointment of a court 

fiduciary is in the best interests of a minor.  When the field examiner determines that a court-appointed fiduciary is necessary, state law will be consulted, and the decreed order of preference for a fiduciary should be considered.  However, VA is not bound by state law in following the order of preference decreed in selecting a fiduciary.  The field
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examiner will advise the proposed fiduciary of bonding and accounting requirements.  If VA legal services are required, the case will be referred to the Regional or District Counsel.



	d.  Direct Payment



	(1)  Direct payment will be made to a minor when:



	(a)  The minor attains majority under state law (unless the child is rated incompetent or is under a legal disability).



	(b)  The minor is in or has been discharged from military service.



	(c)  The minor receives benefits as the surviving spouse of a veteran.



	(2)  Direct payment may be made to a minor:



	(a)  When cases involving payment of DEA are referred to the VSO for action.  (Such cases are not normally so referred, however.)



	(b)  When the field examiner determines direct payment would be in the minor's best interests.



	(3)  When direct payment is authorized under par. (1) and (2) above, the facts will be referred to the Adjudication Division and/or the Insurance Center for action.  If the minor is in military service, the report will include the minor's rank, serial number, and the last known address in military service.



7.07  FIDUCIARY APPOINTED BY COURT BEFORE INITIAL FIELD EXAMINATION



	a.  Need for Court-Appointed Fiduciary.  When a court fiduciary has been appointed prior to the initial field examination, the field examiner will determine whether this type of fiduciary is needed to administer VA benefits.  If a court-appointed fiduciary is not necessary for VA purposes, the field examiner will appoint a Federal fiduciary, who may or may not be the court-appointed fiduciary.  For fund-coordination purposes, the existing court-appointed fiduciary will be made aware of VA benefits payable. 

 

	b.  Evaluation of Existing Court-Appointed Fiduciary.  If the field examiner finds a court-appointed fiduciary is necessary, he or she will determine one of the following:
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	(1)  Existing Fiduciary Is Satisfactory for VA Purposes.  A satisfactory court-appointed fiduciary is one who is legally appointed, adequately bonded, and qualified to administer the responsibilities of the office.  The existing fiduciary will be recognized as court-appointed fiduciary only after VA has certified copies of letters of appointment and bond adequate to protect VA benefits.



	(2)  Existing Appointment Is Defective.  An appointment is defective for VA purposes if the fiduciary is satisfactory except for an irregularity or inadequacy in the surety bond.  (See M27-1, Part III, Chapter 10 for the requirements of a surety bond.)  Fiduciary personnel will assist the fiduciary or the fiduciary's attorney to effect timely correction of the irregularity, requesting assistance from the Regional or District Counsel when needed.



	(3)  Existing Fiduciary Is Unsatisfactory.  When the field examiner determines that the existing court-appointed fiduciary is not serving satisfactorily, the field examination report will include a detailed evaluation of the qualifications of a recommended successor court-appointed fiduciary who has consented to accept such appointment.  The report and recommendation should be referred to Regional or District Counsel for initiation of legal action.  If legal action will result in delay in payment and hardship to the beneficiary, the field examiner may certify the recommended successor court-appointed fiduciary as a custodian-in-fact, with instructions that such certification should terminate when the court-appointed successor is certified.



	c.  Private Attorney.  When the existing court-appointed fiduciary is currently represented by counsel, such counsel may be contacted concerning matters requiring court action or submission of evidence to VA.  When inaction on the part of the fiduciary or counsel results in excessive delay in making funds available for the needs of the beneficiary, all remedies available will be promptly and vigorously pursued.



7.08  SPECIAL SITUATIONS CONCERNING MINORS



	a.  Custody by Court Decree.  When legal custody vests in the custodian by virtue of a court decree, information concerning that fact will be incorporated in the field examination report, and a copy of the decree will be obtained, if practicable.



	b.  Institutionalized Minors.  When the field examination discloses the minor to be in a private or public institution, the report will include the following:



	(1)  Basis of custody.



	(2)  Financial arrangements for maintenance and support (by whom made, how paid, amount, etc.).
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	(3)  Known or contemplated termination of custody.



	c.  Seriously Disabled Minors



	(1)  The possible helplessness of a child will be reported as soon as the condition is noted.  The field examination report will identify the minor, indicate the child's age and educational level, and describe the mental or physical impairment, the date of its onset, the custodian's attitude toward the minor and the impairment, and the medical treatment or special training being given the child, if any.  This information will be forwarded to the Adjudication Division as prescribed in M27-1, Part III, par. 3.04d.



	(2)  If appropriate, the fiduciary will be advised of any public or private schools and sheltered workshops available for the mentally or physically impaired, as well as VA benefits to which the child may be entitled.



	d.  Cases Not Supervised.  A principal guardianship folder (PGF) will not be established, and supervision will not be continued in the following situations:



	(1)  Apportioned Awards--Living Veterans



	(a)  An IA field examination will not be conducted, and the case will not be supervised when the minor is in the custody of a natural or adoptive parent or stepparent.



	(b)  Supervision will not be maintained when a fiduciary appointed during an IA field examination is a person standing in loco parentis to the minor, unless the field examiner finds information to indicate that continuing supervision will serve the best interest of the minor.  A person standing in loco parentis serves in place of the parent and has a parent's rights, duties, and responsibilities with respect to the minor.



	(2)  Court-Appointed Fiduciary Cases.  When a court-appointed fiduciary is to be certified but supervision will not be maintained, certification will ordinarily be based on the evidence of record, supplemented by evidence obtained by field examination.  When appropriate, the court and the fiduciary will be advised that VA will not supervise the case and the reasons.  Any documentation obtained, including the field examination report, will be forwarded to the claims folder.  At local option, additional copies may be placed in a veteran file in accordance with M27-1, Part III, par. 13.05.



7.09  FUTURE ACTIONS



	The purpose of scheduling future actions is to provide assistance to fiduciaries and beneficiaries who are in genuine need of VA's services.  VA policy, however, is to avoid
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unnecessary contacts with minors.  The decision of what future actions are appropriate rests with the judgment of the field examiner.  In any case, the  field examiner must thoroughly evaluate the situation and fully document the decision.



	a.  Guidelines



	(1)  The future need for advice and assistance with educational planning is very important and should be considered at an appropriate point during high school if there will be potential entitlement to VA benefits.



	(2)  The stability of the child's situation is an important factor.  The following items should be considered in scheduling future actions or contact:



	(a)  Custodian of the child.  When the child is in custody of someone other than a natural or adoptive parent or a person standing in loco parentis, additional field examinations will generally be necessary regardless of other factors.



	(b)  Stability of the custodian.  The field examiner should evaluate whether the person having custody is responsible and stable and has the competence and inclination to manage the affairs of the minor prudently.



	(c)  Marital status and stability of family relationship.



	(d)  Family financial situation.



	(e)  Physical and mental condition of minor, especially if the minor may be helpless.



	(f)  Level of understanding of fiduciary and minor.  The field examiner should consider whether or not the fiduciary and/or minor fully understands the requirements for receiving benefits after age 18 and how to apply for continued VA benefits and other financial assistance programs.  The field examiner should also consider whether the fiduciary and the beneficiary have the inclination to take the required actions.



	b.  Scheduling Future Actions



	(1)  Field Examination.  The field examiner will determine whether future field examinations are required.  When a subsequent field examination is necessary, the field examiner should schedule it for when it will best fulfill VA policy and goals.  Fiduciary-Beneficiary System reports and territorial code listing will be used to maximize scheduling efficiency.  Scheduling guidelines for F-B field examinations for helpless adults are explained in M27-1, Part III, par. 6.06.
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	(2)  Award Follow-up for Education or Training Beyond Age 18.  The field examiner will determine whether an award follow-up is necessary to assure receipt of benefits for education or training beyond age 18.  A follow-up requires fiduciary personnel to review the beneficiary's records to ensure that education benefits have been properly awarded.  The follow-up should be scheduled for three months after the minor's eighteenth birthday, if still in high school, or the date of planned entry into education or training beyond high school.



	(3)  PGF Review



	(a)  When the initial field examination is with a younger child (generally 12 years of age or less) and no subsequent field examination is scheduled, the field examiner should schedule a PGF review near age 16 or 17 of the minor to determine whether the situation has changed, necessitating a field examination or other action.



	(b)  When a field exam or PGF review is scheduled by a field examiner, in-office personnel will review the case on the diary date in light of events which have occurred since the last contact and determine whether a field examination or other action is necessary.  If no action is to be taken at that time or in the future, the PGF should be diaried for closing when the child reaches majority.  See M27-1, Part III, par. 11.02 for instructions on closing PGFs.



	(c)  When the PGF is reviewed and no other action is taken, the reviewer must document the reasons action was considered unnecessary.



7.10  ACCOUNTING--LEGAL CUSTODIANS



	Because of the relatively small amounts of money involved, written accountings are seldom required from legal custodians of minors.  However, when an accounting is required, the field examiner will enter the accounting due date and intervals between accountings on VA Form 27-555a or in the narrative of the field examination report.  The field examiner will indicate the account interval, if the account is required on other than an annual basis, and instruct the fiduciary concerning accounting responsibilities applying the standards in M27-1, Part III, Chapter 10.



7.11  AUTHORIZING COMMISSIONS FOR FEDERAL FIDUCIARIES



	The authority and procedures for authorizing commissions for federal fiduciaries are the same for minor beneficiaries as for adult beneficiaries.  (See M27-1, Part III, par. 6.13.)  Because minor beneficiaries are almost always in the custody of an individual or institution having legal responsibility for the care and supervision of the minor, commissions for federal fiduciaries of minor beneficiaries should rarely be authorized.
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