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COMMON LIFE INSURANCE-RELATED 

MISTAKES: 

 

THINGS TO CONSIDER 
 

 

I recently learned about court cases that illustrate some common mistakes 

that people make with regard to their life insurance policies.  Some of the 

errors were made at the time the policy was put in force, and others 

developed over time. 

 

Here are some examples: 

 

1. In a recent bankruptcy court decision from New Jersey, In Re: 

Byrne, No. 14–35927(MBK) (U.S. Bkrptcy Ct. D. NJ, Nov. 13, 

2015); making the estate the beneficiary of a life policy caused an 

unexpected problem for the insured’s heir. 

 

In that case, Nicole Byrne filed a Chapter 7 bankruptcy petition. Prior  

to the bankruptcy case being closed, Nicole’s husband, who was not  

a party to the bankruptcy, died.  The deceased husband had $105,000  

of group term insurance on his life payable to his estate at the time of  

his death. 

 

Nicole sought to have the life insurance proceeds exempted from her  

bankruptcy estate.  The bankruptcy court decided that, if Nicole had  

been the direct beneficiary of her late husband’s life insurance, the  

proceeds would have been protected against the claims of her  

creditors.  But since the estate was the beneficiary, the proceeds  

were not exempt, and thus they were available to satisfy Nicole’s  

creditors. 

 

2. In Metropolitan Life Insurance Company v. Dice, No. 13–2339–

DDC–JPO (U.S.D.C. Dist. KS, Oct 29, 2014), a federal court was 

asked to decide the proper distribution of life insurance death 

proceeds for which the insured had tried to allocate 50% more 

than the amount available to her beneficiaries. 
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3. In the recent Ohio case of Prudential Insurance Company of 

America v. Cushman, 2015 WL 5004915; No. H–15–002 (Ct. App. 

OH, Aug. 21, 2015), the court was called to decide on the rightful 

beneficiary of a life policy. 

 

At the time of the insured’s death, her former husband had not  

been removed from his designation as beneficiary of two policies  

on the wife’s life. The couple’s divorce documentation said that the  

policies would become the sole and separate property of the wife.   

This court decided that the insured ex-wife’s estate, rather than the  

named beneficiary husband, should receive the policy proceeds.   

 

The insured’s executor had to spend time and money to recover the  

funds.  That expensive process could have been avoided with better  

planning. 

 

Do any of your life insurance policies have errors?  I’d be glad to help you 

check. 

 

 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS 

THESE OR OTHER FINANCIAL SECURITY ISSUES OF 

CONCERN. 

 

 

 

 

 

Lincoln Financial Advisors Corp. and its representatives do not 

provide legal or tax advice. You may want to consult a legal or tax 

advisor regarding any legal or tax information as it relates to your 

personal circumstances. 
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