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LIFE INSURANCE BENEFICIARY 

DESIGNATIONS: 

 

THINGS TO CONSIDER 

 
 

When I work with my clients to help implement an effective estate plan, they 

expect the parts to work together. I try to do my best managing lots of 

different objectives, including 

 

 family issues, 

 control issues and 

 taxes 

 

A sophisticated estate plan may involve use of lots of estate planning tools, 

such as revocable trusts which are drafted by good estate planning attorneys.  

The revocable trust creates advantages for the client, including avoidance of 

probate and efficient transfer of wealth to heirs. 

 

The beneficiary designation, while not as sophisticated an estate planning 

tool as a revocable trust, is at least as important. A specific beneficiary 

designation allows the death benefit to pass directly to the beneficiary 

without the need for probate. Its effect generally supersedes anything that a 

will or trust might say.   

 

Even though a life insurance beneficiary designation might control more of a 

person's liquid wealth at death than any will or revocable trust, I have found 

many mistakes with regard to beneficiary designations when I review these 

with my clients. Here are some potential flaws: 

 

 The beneficiary designation fails to integrate with other estate 

planning. 

 No contingent beneficiary has been named. 

 The designation is inconsistent with the requirements of state 

law. 

 Tax or technical nuances have not been considered. 

 The beneficiary language itself is flawed. 

 Circumstances have changed over time. 
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I do my best to keep up with court cases where heirs are fighting over life 

insurance proceeds. In one such case, the policy owner tried to allocate 

death proceeds to beneficiaries that were 50 percent higher than the actual 

death benefit. In another, a trust was named the beneficiary of a life 

policy—and the trust itself didn’t exist. It’s not much of a surprise that 

surviving family members ended up in court after the insured’s death, 

fighting over which heir should get the money. 

 

Have you named the correct beneficiaries for all of your financial products, 

such as life insurance? Have your circumstances changed? When was the 

last time you checked your beneficiary designations? Do you need help 

reviewing your beneficiary designations? Please let me know. 

 
 

 

 
 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE 

OR OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 

 

 

 

 

 

 

 

This information is designed for informational or educational purposes 

only. It is not intended as investment advice and is not a recommendation 

for retirement savings. 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 
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