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Monday, 16 June 2014                       WRN# 14.6.16 

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:  Life Insurance Beneficiary Designation Survives Parties’ Divorce 

CITES: West Coast Life v. Clark, 2014 WL 2468350 (C. Dist. CA 2014); California Probate 
Code Section 5600(e). 

SUMMARY: Jeffrey Clark purchased insurance on his life from West Coast Life and named his 
wife as beneficiary.  When the parties divorced, Jeffrey completed paperwork to change the 
beneficiary to his sister.  But the change of beneficiary paperwork was not submitted to West 
Coast until after Jeffrey’s death.  The U.S. District Court decided that the original beneficiary, 
the decedent’s ex-wife, was entitled to receive the policy’s death benefit. 

BACKGROUND:  Glenda and Jeffrey Clark were married in 1998. In 1999, Decedent and 
Glenda decided to purchase life insurance to protect their business interests in the event that one 
of them died.  

West Coast issued a life insurance policy originally naming Glenda as the primary beneficiary. 
The policy states that:  

[t]he policy owner may name or change beneficiaries or contingent beneficiaries 
at any time during the lifetime of the insured. After the naming or change is 
recorded at our home office, it will be effective as of the date the policy owner 
requested it. It will not apply to any payment made or action taken by us before it 
was recorded.  

  

http://www.leginfo.ca.gov/cgi-bin/displaycode?section=prob&group=05001-06000&file=5600-5604
http://www.leginfo.ca.gov/cgi-bin/displaycode?section=prob&group=05001-06000&file=5600-5604
http://495d047b85f7f4ecdce0-a6a9529fb4da982b19880a2b3cbe90c2.r66.cf1.rackcdn.com/WestCoastvClark.pdf
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Glenda and Jeffrey separated on November 17, 2007, and Glenda filed for divorce two days 
later. After the spouses separated, all premiums were paid by the parties’ jointly owned business, 
with the exception of the 2009 premium, which was paid by Jeffrey. 

Following their separation, Jeffrey and Glenda continued to operate their business together.  
Their separation led to a divorce proceeding, and their divorce became final on November 16, 
2012. The divorce judgment made no mention of the West Coast life insurance policy.  Jeffrey 
died eight days after the divorce. 

In May 2009, after Jeffry and Glenda separated, but before their divorce became final, Jeffrey 
had filled out and signed a change of beneficiary form for the policy and entrusted that form to 
his sister Kathleen. The form designated Kathleen as the primary beneficiary of the policy. This 
form was never submitted to West Coast  by Jeffrey, but was eventually submitted by Kathleen 
two months after Jeffrey’s death. According to Kathleen, Jeffrey believed that he could not 
submit the form while his divorce was still pending due to the issuance of a mutual restraining 
order. The restraining order prohibited either party from changing the beneficiary of life 
insurance coverage until a final order of divorce was entered. 

Both Glenda and Kathleen claimed that they were the proper primary beneficiary of the policy, 
and each filed papers with the U.S. District Court for the Central District of California.  

FACTS: In response to Glenda’s petition for summary judgment, the court decided that in order 
for Kathleen to be the primary beneficiary of the policy, she would have had to demonstrate that 
Jeffrey properly effectuated a change of beneficiary naming Kathleen as the primary beneficiary. 

The court noted that California law requires strict compliance with the terms of a life insurance 
policy in order to change the designated beneficiary. In this case, because the beneficiary form 
was not submitted to West Coast by Jeffrey prior to his death, the court ruled that change of 
beneficiary was not in strict compliance with California law. 

The court went on to recognize three exceptions to the strict compliance rule:  

1. when the insurer waives strict compliance with its own rules regarding the change;  
 

2. when it is beyond the insured’s power to comply literally with the insurer’s requirement; 
or  
 

3. when the insured has done all that he could to effect the change but dies before the 
change is actually made. 

  

The court focused most of its analysis on the second and third exceptions.  Kathleen argued that 
it was beyond Jeffrey’s power to fully comply with the beneficiary change requirement before he 
died. The court decided that there were multiple things Jeffrey could have done prior to his death 
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to strictly comply with the beneficiary change requirement, including submitting a new 
beneficiary change form immediately after divorce. 

Finally, Kathleen argued that the court should respect Jeffrey’s clear intent at the time of his 
death as to who he wished to be the primary beneficiary. The court conceded that Jeffrey’s intent 
at the time of his death was not completely clear, but the lack of clarity was not enough to 
overcome the validity of the original beneficiary designation. 

RESULT: The court ruled that ex-wife Glenda was entitled to the death benefit from Jeffrey’s 
life policy. 

RELEVANCE:  Another case—Rice v. Webb, 287 Neb. 712 (Neb. filed Mar. 21, 2014).—
which we discussed in WRNewswire # 14.03.25, underscored the importance of doing a 
beneficiary review as soon as possible after a client’s divorce.   

The laws of each state differ with regard to how spouse beneficiaries are treated after the parties 
divorce.  The spouses in this case were in California.  California law generally automatically 
disinherits an ex-spouse with regard to most property claims, but makes a specific exception to 
that general rule for life insurance (See California Probate Code Section 5600). 

The Clark case makes the point that clients and their life insurance professionals need to review 
life beneficiary designations during and right after divorce.  This case is yet another reminder of 
the urgency of action with respect to life insurance in divorce situations. The proper new 
beneficiary papers should be filed immediately with the insurer when a change is desired and 
permissible and every effort should be made to comply completely with the requirements of the 
insurer. 

WRNewswire #14.06.16 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:  

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




