TITLE 8: FAMILY LAW AND PROBATE
D1VISION 1: DOMESTIC RELATIONS

§ 1827. Classification of Life Insurance Policies and Proceeds.

(a) In this section:

(1) “Owner” means a person appearing on the records of the policy issuer as the person having the
ownership interest or, if no person other than the insured appears on those records as a person having
that interest, it means the insured.

(2) “Ownership interest” means the rights of an owner under a policy.

(3) “Policy” means an insurance policy insuring the life of a spouse and providing for payment of
death benefits at the spouse’s death.

(4) “Proceeds” means the death benefit from a policy and all other economic benefits from it,
whether they accrue or become payable as a result of the death of an insured person or upon the
occurrence or nonoccurrence of another event.

(b) If a policy issuer makes payments or takes actions in accordance with the policy and the issuer’s
records, the issuer is not liable because of those payments or actions unless, at the time of the payments or
actions, it had actual knowledge of inconsistent provisions of a decree or marital property agreement or of
an adverse claim by a spouse, former spouse, surviving spouse, or persons claiming under a deceased
spouse’s disposition at death.

(c) Except as provided in subsections (d), (¢), and (f) of this section:

(1) The ownership interest and proceeds of a policy issued after the determination date which
designates the insured as the owner are marital property without regard to the classification of property
used to pay premiums on the policy.

(2) The ownership interest and proceeds of a policy issued before the determination date which
designates the insured as the owner are mixed property if a premium on the policy is paid from marital
property after the determination date without regard to the classification of property used to pay the
premium on that policy after the initial payment of a premium on it from marital property. The marital
property component of the ownership interest and proceeds is the part resulting from multiplying the
entire ownership interest and proceeds by a fraction of which the numerator is the period during the
marriage that the policy was in effect after the date on which a premium was paid from marital
property and the denominator is the entire period the policy was in effect.

(3) The ownership interest and proceeds of a policy issued during marriage which designates the
spouse of the insured as the owner are individual property of its owner without regard to the
classification of property used to pay premiums on the policy.

(4) The ownership interest and proceeds of a policy that designates a person other than either of the
spouses as the owner are not affected by this chapter if no premium on the policy is paid from marital
property after the determination date. If a premium on the policy is paid from marital property after the
determination date, the ownership interest and proceeds of the policy are in part property of the
designated owner of the policy and in part marital property of the spouses without regard to the
classification of property used to pay premiums on that policy after the initial payment of a premium
on it from marital property. The marital property component of the ownership interest and proceeds is
the part resulting from multiplying the entire ownership interest and proceeds by a fraction of which
the numerator is the period during marriage that the policy was in effect after the date on which a
premium was paid from marital property and the denominator is the entire period the policy was in
effect.

(5) Written consent by a spouse to the designation of another person as the beneficiary of the
proceeds of a policy is effective to relinquish that spouse’s interest in the ownership interest and
proceeds of the policy without regard to the classification of property used by a spouse or another to
pay premiums on that policy. A designation made at the issuance of the policy by either spouse of a



parent or child of either of the spouses as the beneficiary of the proceeds of a policy is presumed to

have been made with the consent of the other spouse.

(6) Unless the spouses provide otherwise in a marital property agreement, designation of a trust as
the beneficiary of the proceeds of a policy with a marital property component does not reclassify that
component.

(d) This section does not affect a creditor’s interest in the ownership interest or proceeds of a policy
assigned or made payable to the creditor as security.

(e) The interest of a person as owner or beneficiary of a policy acquired under a decree or property
settlement agreement incident to a prior marriage or parenthood is not marital property without regard to
the classification of property used to pay premiums on that policy.

(f) This section does not affect the ownership interest or proceeds of a policy if neither spouse is
designated as an owner in the policy or the records of the policy issuer and no marital property is used to
pay a premium on the policy.
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