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Wednesday, 26 March 2014                                                                            WRN# 14.03.26 

The WRNewswire is created exclusively for AALU Members by insurance experts led by Steve 
Leimberg, Lawrence Brody and Linas Sudzius. The WRNewswire provides timely reports and 
commentary on tax and legal developments important to AALU members, clients and advisors, 
delivered to your inbox as they happen. 

_________________________________________________________________ 
 
TOPIC: Divorce Decree Overrules Life Insurance Beneficiary Designation 
	  
CITE: Rice v. Webb, 287 Neb. 712 (Neb. filed Mar. 21, 2014).	  
 
SUMMARY: The spouse of the insured had been named beneficiary of his life insurance 
policies.  But under the parties’ divorce decree, both spouses specifically relinquished their 
claims against the other spouse’s life insurance policies. However, the husband died without 
changing his beneficiary designations. His ex-wife claimed the death benefits.  The Supreme 
Court of Nebraska affirmed the decision of the lower court, requiring the deceased insured’s ex-
spouse to withdraw her claims for the policies’ death benefits.	  

BACKGROUND: Brenda Rice and Dale Rice were married in 2001. In May 2011, Brenda filed 
for divorce.  

Brenda and Dale entered into a property settlement agreement, and on August 8th, 2011, the 
district court filed a decree dissolving their marriage and incorporating the terms of the property 
settlement agreement which included the provision described above.  

Dale died shortly thereafter. At the time of his death, Dale owned two life insurance policies.  
Brenda was still listed as the primary beneficiary on both policies.  

After Brenda filed claims for the proceeds of the life insurance policies, the personal 
representative of Dale’s estate filed a motion to enforce the divorce decree and to require Brenda 
to withdraw her claims to the policies’ death benefits.  The personal representative argued that 

http://supremecourt.ne.gov/sites/supremecourt.ne.gov/files/sc/opinions/s13-458.pdf
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under the property settlement agreement, Brenda had given up all rights and no longer had any 
legal claim to the policies.  

Brenda argued to the district court that she and Dale had intended to leave each other the 
beneficiaries of their respective life insurance policies, despite the language of the property 
settlement agreement. 

After hearing evidence, the district court ruled in favor of the executor of Dale’s estate. It 
ordered Brenda to withdraw her claims under Dale’s life insurance policies.  Brenda appealed.   

FACTS: The Supreme Court of Nebraska reviewed the language of the divorce decree, which 
incorporated the spouses’ property settlement agreement, and which provided in relevant part: 

[Dale] shall be awarded all interest in any pension plans, stocks, retirement 
accounts, 401(k), IRA, life insurance policy and checking or savings account in 
[Dale’s] name, free from any claim of [Brenda]. 

The decree also provided that: 

[Brenda] waives and relinquishes any and all interest or rights of any kind, 
character, or nature whatsoever . . . and renounces all benefits which would 
otherwise pass to [Brenda] from [Dale] . . . as an heir at law, surviving spouse, or 
otherwise. 

The court noted that under Nebraska law, the general rule is that divorce does not affect a 
beneficiary designation in a life insurance policy.  The rule is based on the notion that the 
beneficiary’s claim to the proceeds evolves from the terms of the policy, rather than the status of 
the marital relationship.  However, the court said, a spouse may waive the contractual beneficiary 
interest in a divorce decree. 

RESULT: The Supreme Court of Nebraska decided that Brenda had unambiguously given up 
her beneficiary rights in the life insurance policies under the terms of the property settlement 
agreement, affirming the district court’s decision.  It ordered her to withdraw her claims for 
death benefits from her ex-husband’s life policies. 

In his concurring opinion in the Rice case, Nebraska Supreme Court Justice Cassel took the 
opportunity to plead with the state legislature to change the rules with regard to beneficiary 
designations after divorce.  Many other states have laws that treat a divorced spouse as having 
pre-deceased the insured for the purpose of the beneficiary designation.  In most cases, 
eliminating the divorced spouse as a beneficiary by statute seems like a practical solution.  
Justice Cassel recommended that Nebraska adopt the same approach. 
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RELEVANCE:  In WRNewswire # 14.01.31, Steve Leimberg reminded us how important it is 
for agents to stay in touch with clients to make sure beneficiary designations and other financial 
documents are up-to-date. The Rice case underscores the importance of doing a beneficiary 
review as soon as possible after a client’s divorce.  If Dale had changed the beneficiaries on his 
life policies as a part of finalizing the dissolution of his marriage, this litigation might have been 
avoided. 

Some state laws automatically prevent ex-spouses from claiming shares from a decedent’s estate 
or trust.  The laws of each state also differ with regard to how spouse beneficiaries are treated 
after the parties divorce.  The rules with regard to ex-spouse rights after divorce are inconsistent 
between states, and may not even be logically consistent within a particular state.   

Life insurance professionals need to be able to advise their clients as to whether beneficiary 
designations naming ex-spouses will be honored under the laws of their clients’ states of 
residence.  A change of beneficiary designation after divorce is almost always the best course of 
action. 

WRNewswire #14.03.26 was written by Linas Sudzius of Advanced Underwriting 
Consultants. 

 
DISCLAIMER  

In order to comply with requirements imposed by the IRS which may apply to the 
Washington Report as distributed or as re-circulated by our members, please be advised of 
the following:  

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT 
CANNOT BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY 
THAT MAY BE IMPOSED BY THE INTERNAL REVENUE SERVICE.  

In the event that this Washington Report is also considered to be a “marketed opinion” 
within the meaning of the IRS guidance, then, as required by the IRS, please be further 
advised of the following:  

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE 
WRITTEN ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU 
SHOULD SEEK ADVICE FROM AN INDEPENDENT TAX ADVISOR.  

_________________________________________________________________ 

The AALU WRNewswire and WRMarketplace are published by the Association for Advanced 
Life Underwriting® as part of the Essential Wisdom Series, the trusted source of actionable 

http://advancedunderwriting.com/
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technical and marketplace knowledge for AALU members—the nation’s most advanced life 
insurance professionals.  


