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SUMMARY

The court held that a specific testamentary disposition of life-insurance proceeds did not substantially
comply with the policy's prescribed beneficiary-change procedure and therefore did not override the
prior beneficiary designation. The insurer's interpleader action waived strict compliance with the
policy but did not eliminate the requirement of an act intended to change the beneficiary. The court
declared Caswell the sole beneficiary, while affirming the insurer's permission to deposit the proceeds
into court and seek appropriate costs and fees.
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PRACTICE AREAS
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QUESTIONS PRESENTED

1. Whether a specific testamentary disposition of life insurance proceeds, identifying the policy by number
but not complying with the policy's beneficiary-change procedure, substantially complied with the
policy and displaced the prior beneficiary designation.

2. Whether the insurer's commencement of an interpleader action waived the requirement of substantial
compliance or made the dispute solely one of the insured's intent.

3. Whether the insurer properly invoked interpleader and was entitled to deposit the proceeds into court,
obtain a discharge, and have its claim for costs and attorneys' fees determined after a framed issue
hearing.

HOLDINGS

1. A specific testamentary disposition of life insurance proceeds does not constitute substantial compliance
with a policy requiring a signed request to the insurer and written acceptance when the insured did not
otherwise attempt to follow that procedure. The prior beneficiary designation therefore controls.

2. An insurer's commencement of an interpleader action waives exact compliance with the policy's
beneficiary-change procedures only to protect the insurer from double liability; it does not eliminate the
requirement that the insured substantially comply or make the issue solely one of intent.

3. The insurer properly commenced interpleader because the competing claims were not patently without
substance, and Supreme Court correctly permitted the insurer to deposit the proceeds into court and
obtain a discharge under CPLR 1006(f). The framed issue hearing on costs, disbursements, and
reasonable attorneys' fees was also properly ordered.

KEY QUOTATIONS

“We hold that, under these circumstances, the purported testamentary disposition of the policy proceeds does
not constitute “substantial compliance” with the policy and, therefore, cannot be given effect over the policy’s
beneficiary designation.” (at 3)

“There must be an act or acts designed for the purpose of making the change, though they may fall short of
accomplishing it. Mere intent is not enough” (at 6)

“In the life insurance context, we do not believe that this position continues to be tenable in light of the Court
of Appeals’ McCarthy decision.” (at 8)

FACTUAL BACKGROUND

Aetna issued Martha L. Hubbard a $200,000 life insurance policy requiring a signed request sent to the insurer
and written acceptance for a beneficiary change. In 1987, Hubbard properly designated her son as primary
beneficiary and Caswell as contingent beneficiary; because the son predeceased Hubbard, Caswell would be the
sole beneficiary under that designation. In 2003, Hubbard executed a will specifically identifying the policy and



purporting to distribute portions of its proceeds to individuals and charities, but she did not change the policy
beneficiary through the contractual procedure. After Hubbard died in 2004, Caswell and the estate asserted
conflicting claims, prompting the insurer to commence an interpleader action.

PROCEDURAL HISTORY

After the insured's death, Caswell and the insured's estate asserted conflicting claims to the proceeds of a life
insurance policy. The insurer commenced an interpleader action under CPLR 1006. Supreme Court denied
Caswell summary judgment because it believed the insured's intent presented a triable issue, but granted the
insurer permission to deposit the proceeds into court and obtain a discharge, while setting its request for
expenses and attorneys' fees for a framed issue hearing. The Appellate Division modified the order to declare
Caswell the sole beneficiary and otherwise affirmed.

DISPOSITION

other

REMAND INSTRUCTIONS

Caswell was declared the sole beneficiary. The matter otherwise remained subject to Supreme Court's framed
issue hearing concerning the insurer's costs, disbursements, and reasonable attorneys' fees, with any attorneys'
fee award limited to work necessary to obtain interpleader relief.
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