UNITED STATES COURT OF APPEALS FOR THE THIRD CIRCUIT

Provident Mutual Life Insurance Company of Philadelphia v. Ehrlich

508 F.2d 129 (3d Cir. 1975) - No. Nos. 74-1353 and 74-1354 - Decided January 27, 1975

SUMMARY

The United States Court of Appeals for the Third Circuit held that Shirley Ehrlich was the valid
beneficiary of a life insurance policy under Pennsylvania's substantial-compliance rule, despite the
insurer's refusal to process the insured's requested change because of a Pennsylvania support
proceeding. The court reversed the judgment awarding an equivalent amount to Selma Ehrlich on
equitable-estoppel grounds, concluding that she suffered no legally cognizable detriment and that the
insurer made no material factual misrepresentation. The court affirmed the judgment in favor of

Shirley and remanded for entry of an appropriate order concerning Selma's claim.
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QUESTIONS PRESENTED

1. Whether Ehrlich substantially complied with the policy's requirements for changing the beneficiary from
Selma to Shirley.

2. Whether the Pennsylvania support proceeding and receivership order legally prevented Ehrlich from

changing the beneficiary or bound Provident with respect to the policy.

3. Whether Selma could recover against Provident under equitable estoppel based on Provident's

representation that she remained protected as beneficiary.

4. Whether the federal court should enjoin prosecution of Selma's related state-court action under 28
U.S.C. § 2361.

HOLDINGS

1. Ehrlich substantially complied with the policy requirements because he made repeated written requests
identifying Shirley as the new beneficiary and made every reasonable effort under the circumstances to

effect the change.

2. The Philadelphia Common Pleas Court's order was legally ineffectual as to Provident and did not
prevent Ehrlich from changing the beneficiary.

3. Selma could not recover from Provident under equitable estoppel because she suffered no legally

cognizable detriment and Provident made no actionable factual misrepresentation.

4. The requested injunction against prosecution of Selma's related Pennsylvania action should be granted

because the parties' rights had been fully adjudicated in the interpleader action.

KEY QUOTATIONS

“All that is required is that every reasonable effort under the circumstances be made to effect the change.”
(508 F.2d at 131)

“This privilege cannot be abrogated by the insurance company in the absence of a statutory provision or

consent by the insured, and it cannot be assigned or transferred by the company. It is a purely personal
right.” (508 F.2d at 132)

“There was no factual misrepresentation by the insurance company here. The error was in the legal

interpretation placed on the facts-- an area where the parties were on an equal footing.” (508 F.2d at 133)

FACTUAL BACKGROUND

Edward Ehrlich originally named his first wife, Selma, as beneficiary of a $25,000 life-insurance policy. After
leaving Pennsylvania, divorcing Selma in Nevada, and marrying Shirley, Ehrlich twice wrote Provident

requesting a change of beneficiary from Selma to Shirley, but Provident refused to process the change because of



a Pennsylvania support proceeding and receivership order. After Ehrlich died, both wives claimed the proceeds;

Provident interpleaded the funds.

PROCEDURAL HISTORY

The district court held that Shirley had been validly designated as beneficiary and was entitled to the policy
proceeds, but also held that Selma could recover an equivalent amount from Provident based on equitable
estoppel. The Third Circuit affirmed the judgment awarding the proceeds to Shirley, vacated the judgment in
favor of Selma, and remanded for entry of an appropriate order, including an injunction against the related state-

court action.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Affirm the judgment awarding the policy proceeds to Shirley Ehrlich, vacate the judgment awarding Selma
Ehrlich an equivalent amount against Provident, and remand for entry of an appropriate order, including an

injunction against prosecution of Selma's related Court of Common Pleas action.
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