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17.01
ELECTION OF OPTIONAL SETTLEMENT BY THE INSURED
a.
The insured may designate the option under which the payment is to be made to his or her beneficiary. A different election of optional settlement may be made for the contingent beneficiary than that selected for the principal beneficiary. Also, if the insured designates two principal beneficiaries, a different option can be selected for each.

b.
Generally, the insured will make a designation or change of optional settlement on VA Form 29-336, Designation of Beneficiary and Optional Settlement. However, it is not necessary that these actions be done simultaneously or on a VA Form.

c.
The insured may, during his or her lifetime, without the beneficiary's knowledge or consent, cancel or change an optional settlement by notice in writing, signed by, and forwarded to VA by the insured. Receipt of a valid designation or change of option is effective as of the date of receipt.  
Note:  Should the insured die after completing a valid designation or change of option, but before VA receives the change, VA will verify the designation and/or option change and honor it if it is determined to be a valid designation/option. 
17.02
MODES OF SETTLEMENT AVAILABLE

a. The following are the modes of settlement for NSLI policies:
1. Option 1-One sum.

2. Option 2-Equal monthly installments from 36 to 240 in number, in multiples of 12.

3. Option 3-Equal monthly installments for 120 months certain with such payments continuing during the remaining lifetime of the first beneficiary.

4. Option 4-A refund life income in monthly installments payable for such period certain as may be required for the sum of the installments certain, to equal the face value of the policy, less any indebtedness, with such payments continuing throughout the lifetime of the first beneficiary. The number and amount of guaranteed installments depend upon the age of the beneficiary at the time of the insured's death. This option is not available if settlement would result in payment over a shorter period than 120 monthly installments.

b. After Death of Payee

1. If the designated beneficiary, including the contingent beneficiary entitled to a one-sum settlement, survives the insured and dies before payment has commenced, the face amount of the insurance, less any indebtedness, will be paid to the beneficiary’s estate in one sum provided that the payment to such an estate would not escheat.

2. If the designated beneficiary, including the contingent beneficiary, is entitled to settlement in one sum, elects to receive payment in monthly installments and dies before receiving all of the installments due, the present value of the remaining unpaid installments will be payable to the estate of the beneficiary in one sum, provided that payment to such estate will not escheat.

3. If the principal beneficiary is not entitled to a one-sum payment, survives the insured and dies after payment has commenced but before receiving all the guaranteed installments, the contingent beneficiary must continue to receive payment under the option originally selected unless the insured specified option 1 for such beneficiary. In this case, the contingent beneficiary may choose between monthly installments and the commuted value of the remaining unpaid installments, unless the monthly installments would be less than $10.  If so, the contingent beneficiary will be paid the commuted value of the remaining unpaid installments.
17.03
ELECTION OF OPTIONAL SETTLEMENT BY THE BENEFICIARY
a.  The optional settlements that can be elected by the beneficiary are as follows:

	Insured Chose the Following Option
	Beneficiary Can Change Insured’s Election to One of the Following Options

	Option 1
	Any installment plan with payments over $10 per month

	Option 2 – Greater than 120 installments
	Any longer installments under Option 2, 3, or 4 (or split between 2, 3, and 4)

	Option 2- Less than 120 installments
	Option 4 (if guaranteed installments are greater than the listed installments) or split between 2 and 4.



	Option 3
	Option 4, regardless of the number of installments

	Option 4
	Option 3, if there is no contingent beneficiary named, regardless of the number of installments


NOTE:  If the B&O lists any option 2-4, the beneficiary can only pick option 1 under one of the following:

· with a copy of the will, or,

· if there are no existing options that would result in payments of more than $10 per month.

b.  If the insured did not select one of the optional settlements available, the insurance will be paid under option 1.
c.
A beneficiary is entitled to be fully advised and to receive complete information concerning the various options available whenever such information is requested. However, the beneficiary will not be advised to elect a specific option, or that one method of payment is more beneficial than another. Once a beneficiary has been advised, settlement will be authorized or the option selected, without any further action.

d.
If a beneficiary has been authorized payment under the original option selected and requests information as to the other options available, the beneficiary will be so advised by letter. The beneficiary will also be advised that if the method of payment which has been authorized is not satisfactory, the funds may be returned, together with the optional form, indicating a permitted method of payment desired.

17.04
PROOF OF AGE OF BENEFICIARY IN SUPPORT OF OPTIONAL 

  ELECTION

If payment is to be made under option 1 (one sum) or option 2 (equal monthly installments in multiples of 12, or not less than 36, nor more than 240), proof of age will not be required since the age of the beneficiary does not affect the amount of the payment. However, proof of age will be required if payments are to be made under option 3 or 4.

17.05
ADJUSTING AWARDS UPON RECEIPT OF EVIDENCE ESTABLISHING 
          THE BENEFICIARY'S CORRECT DATE OF BIRTH

a.
Discrepancies in dates of birth are material only for payments under Option 3 or 4 to the first beneficiary since it is that beneficiary's age that determines the amount of the monthly installments, and, in refund life income plan settlements, the number of installments certain. If the difference in dates of birth of a beneficiary is not sufficient to change the amount of the monthly installments, no attempt will be made to correct them. In correcting conflicting dates of birth, the date established by the most acceptable evidence, as outlined in VA regulations, will be used. Should each of the conflicting dates be supported by evidence of equal value; e.g., affidavits, the date of birth establishing the younger age will be accepted.

b.
When acceptable evidence is received establishing a date of birth different from that upon which the award of insurance was based, an amended 368d, will be prepared in accordance with the instructions outlined in chapter 5 paragraph 5.04 of Part 6 of this manual. The award will be amended from the effective date to show the correct amount of the monthly installment based on the beneficiary's true age. The beneficiary will be advised of the change in the amount of the installment and the reason for the change.

c.
When installments certain under Option 3 or 4 are still payable and evidence is received correcting the first beneficiary's age, the correction will be reflected in the award of the next entitled beneficiary. If the evidence is received prior to the preparation of the award to the next entitled beneficiary, the correction will be made on the original award to that beneficiary. If the correct date of birth is received subsequent to the original award to the next beneficiary, the correction will be made to amend the award.

d.
Should an age discrepancy be alleged and established in a case when all the installments certain under Option 3 or 4 have been paid to the beneficiary prior to his or her death, the difference in the installments (the amount due based on the new age less the amount paid under the previous award) will be paid to the estate of the beneficiary.

e.
The rule cited above is applicable to all installments certain under Option 3 or 4. The difference must be paid to the estate of the beneficiary because a contingent beneficiary's right to insurance ceases as soon as the government has paid the installments certain under Option 3 or 4.
17.06
CHANGE OF OPTION BY THE BENEFICIARY AFTER INITIAL 
           SETTLEMENT
a.
A change in the mode of settlement may be made by the beneficiary after payment has commenced provided the change is made within 1 year of the original election.  Note: The change must be within the limitations in 17.03.
b.
The effective date of the original election by the beneficiary will be the date the election form was completed by the beneficiary and postmarked or otherwise delivered to VA. If payment was originally authorized under the option elected by the insured, the new effective date of the beneficiary’s election will be the date VA receives notification from the beneficiary.
c.
A change of option will be made on the basis that the new election was made initially, and the account will be adjusted accordingly. A requirement to such a change will be the repayment of any amount received by the beneficiary in excess of the amount due had the new election been made initially.

d.  When a request is received for a change in the mode of settlement from a beneficiary, it will be referred to the Death Claims Section.  A letter will be released informing the beneficiary whether the change can made; and if so, the letter will include information on the new payment option.  
e.
If repayment is necessary due to the change in option, the agent cashier will forward the following to the Death Claims Section:

1. The letter which accompanied the remittance, endorsed by the agent cashier; or
2. A memorandum over the agent cashier's signature showing the amount received, when a letter is not forwarded with the remittance.

f.
If the beneficiary’s change in option is approved, a new 368d will be prepared and in item 35 Remarks, a note will indicate that a change in the mode of settlement was made. If a remittance was received, the notation will include the amount of the remittance and the date it was received.

17.07
REQUEST BY BENEFICIARY, AUTHORIZED TO BE PAID ONE-SUM FOR 
           PRESENT VALUE OF INSURANCE AFTER ALREADY RECEIVING  

           PAYMENT UNDER ANOTHER OPTION
When a beneficiary is entitled to payment under Option 1, and chose to receive payment under Option 2, 3 or 4, he or she may, at any time, elect to receive the present value of any remaining unpaid installments certain.
17.08
CONDITIONAL ELECTION OF OPTION

a.
The term "conditional election of option" refers to that mode of election in which the beneficiary, without knowledge of the insured's selection, elects to receive settlement in one sum or, if one sum is not available, to receive settlement in the least number of installments possible under the insurance contract.

b.
When the beneficiary selects payment in one sum and the insured did not designate a one-sum settlement by designation or by last will and testament, the beneficiary will be advised that option 1 is not available and that a request must be made for another election within the limitations of the contract. 

c.
Conditional elections will not be accepted by the Insurance Claims Division when the only options available are options 3 and 4. If the insured's designation of options 3 or 4 permit an election of either of these options, the beneficiary will be so advised. If the insured's designation of options 3 or 4 does not permit an alternate option, the beneficiary will be advised. Evidence of the beneficiary's age will be required to effect settlement of the insurance for options 3 or 4.
17.09
SETTLEMENT VALUES-NSLI AND USGLI

a. When the insured has selected other than a lump sum settlement or the beneficiary elects monthly payments in lieu of payment under Option 1, the Tables for Monthly Payments, Options 2, 3, 4 and 5, will be used in determining the settlement values and provided to the beneficiary along with the appropriate claim form.
b.
The settlement values are different in each case; therefore, it is important that the correct form be used in determining the monthly installments payable in a particular case. The insurance settlement values are as follows:

1. V and N policies are based on the SOA 1983 Annuity Table for Females where life contingencies are involved with interest at the rate of 3 percent per annum.

2. W policies are based on 4 percent interest and the SOA 1983 Annuity Table for Females where life contingencies are involved.

3. J, JR and JS policies are based on 4 percent interest and the SOA 1983 Annuity Table for Females where life contingencies are involved.

4. RS policies are based on 4 percent interest and the SOA 1983 Annuity Table for Females when life contingencies are involved.

5. K policies are based on the SOA 1983 Annuity Table for Females where life contingencies are involved with interest at the rate of 2 percent per annum.

6. RH policies are based on 3-1/2 percent interest and the SOA 1983 Annuity Table for Females when life contingencies are involved.

Note:  The interest rates listed above do not apply to Option 2, as these rates change frequently.  See Actuarial Staff for Option 2 interest rates.  
17.10
OPTION ELECTION ON BEHALF OF A MINOR OR INCOMPETENT
When an optional mode of settlement of insurance is available to a beneficiary who is a minor or incompetent, the option may be selected by the fiduciary, or person recognized by VA as having custody of the person or the estate of the beneficiary. The obligation of the United States under the insurance contract will be fully satisfied by payment of benefits in accordance with the mode of settlement selected.

17.11
ELECTION OF PAYMENTS ON MATURED ENDOWMENTS

a. The insured under a policy issued on the endowment plan may, at the date of the maturity of an endowment, elect to receive payment in monthly installments under option 2 in lieu of payment in one sum or as a refund life income option. If the insured elects option 2 or the refund life income option, one or more beneficiaries may be designated to receive any remaining unpaid installments at time of death. If the insured dies before receiving all such monthly installments and no designated beneficiary survives, the present value of the remaining unpaid installments will be paid to the estate of the insured, provided such payment will not escheat.

NOTE: Upon maturity of an endowment policy, the beneficiary designations under the policy are terminated. The application for payment of matured endowment permits the insured to designate principal and/or contingent beneficiaries to receive any remaining unpaid installments at his or her death.

b. If the designated beneficiary of a matured endowment survives the insured, the present value of any remaining unpaid installments will be paid to such beneficiary in one sum, unless the insured has elected to continue the installments under the selected option for payment of the endowment.

c. The beneficiary of the endowment will be advised of the amount of the monthly installments available and the period for which they are payable. If payment of the commuted value of the installments is permitted, the beneficiary will be requested to state whether he or she desires to continue to receive the remaining installments as they become due or the commuted value of these installments in one sum.

17.12
DECISIONS RELATING TO OPTIONAL SETTLEMENTS

a. In all cases, every effort should be made to carry out the wishes of the insured if they have been clearly expressed. If the insured's wishes cannot be easily determined, all available evidence must be considered to determine the intention of the insured with regard to the payment of proceeds to the beneficiary.

b. VA 29-4125 pre-populates lump sum as the option unless otherwise indicated by the insured.  However, in the case of an informal beneficiary designation where an option is not selected, the payment will be made in a lump sum, unless:
1. VA Form 29-336 (Sep. 1957), Change or Designation of Beneficiary and/or Change of Selection of Optional Settlement, in item 7 stated "ALL PREVIOUS designations of principal and contingent beneficiaries under the policy . . . are hereby cancelled . . . " . As the language was silent on cancellation of a prior option, in the absence of an entry as to the option in item 7, the payment will be made under the prior option selected by the insured. 
2. VA Form 29-336 (including all versions from Nov 1965 through current date) changed the wording to include cancelling all previous option selections as well as beneficiary elections; therefore, the signature of the insured on one of these forms would cancel a prior selection of option.  Payment will be made under the option listed on the latest form completed by the insured. 
c. NSLI applications which were used prior to enactment of Public Law 79-589 show only two methods of settlement. In adjudicating a death claim where the insured has designated a beneficiary and not selected an optional settlement which would have been available after the passing of the law, the question of mode of payment to the beneficiary will be one for administrative determination.

d. Separate NSLI policies may not be consolidated or combined to prevent the restriction of payments of less than $10 monthly.

e. When a beneficiary of NSLI entitled to payment in one sum elected to receive payments in monthly installments and died before negotiating any one or more of the payments, his or her estate is entitled to payment of the present value of total sum of the installments, not the commuted value, as long as there is no surviving contingent beneficiary.  

f. In the NSLI program, if no beneficiary is designated by the insured, or if the designated beneficiary does not survive the insured, or if a designated beneficiary not entitled to a lump-sum settlement survives the insured, and dies before receiving all the benefits due and payable, then the commuted value of the remaining unpaid insurance (whether accrued or not) shall be paid in one sum to the estate of the insured.

g. An additional amount of NSLI is payable to the estate of a principal beneficiary who has received the guaranteed installments on Options 3 and 4, based on an age younger than his or her actual age and whose correct age is established subsequent to his or her death. The amount due the estate is the difference between the amount paid and the amount which would have been payable if the correct age of the principal beneficiary had been established during his or her lifetime.

TABLE FOR DETERMINING MAXIMUM NUMBER OF MONTHLY INSTALLMENTS

OF NOT LESS THAN $10
                     Number of             N-V-H 
RS-RH
W
J-JR-JS



Installments
Net or Commuted Value of Insurance Payable1

12
$ 118.392
$118.784
$ 118.656
$ 118.138

24
233.333
234.965
234.417
232.269

36
344.92
348.57
347.35
342.54

48
453.27
459.69
457.53
449.08

60
558.46
568.35
565.02
552.02

72
660.58
674.63
669.89
651.49

84
 759.73
778.57
772.21
747.58

96
855.99
880.23
872.02
840.43

108
949.45
979.64
969.41
930.14

120
1040.18
1076.87
1064.42
1016.81

132
1128.28
117196
1157.11
1100.56

144
1213.80
1264.95
1247.54
118l.47

156
1296.84
1355.90
1335.76
1259.64

168
1377.46
1444.85
1421.84
1355.18

180
1455.73
1531.84
1505.81
1408.15

192
1531.72
161692
1587.73
1478.66

204
1605.49
1700.12
1667.66
1546.79

216
1677.12
1781.50
1745.64
1612.61

228
1746.66
1861.08
1821.72
1676.21

240
1814.18
1938.91
1895.94
1737.65
1 Net insurance means the face value of the policy less loan and interest. Commuted value 
      means the discounted value of unpaid installments.


2 $84.47 per $1,000
3 $42.86 per $1,000
4 $84.19 per $1,000

5 $42.56 per $1,000

6 $84.28 per $1,000
7 $42.66 per $1,000
8 $84.65 per $1,000


9 $43.05 per $1,000

