
Avoid the Beneficiary Designation Blues 
 

Assigning beneficiaries is the easiest part of life insurance enrollment, right? Wrong. 

Employees often make mistakes when designating beneficiaries, which can lead to 

misunderstandings or financial difficulties for their families during already stressful times. One 

of the most common mistakes is not updating beneficiary designations when life 

circumstances change.  

 

Encourage clients to remind employees about life changes that could prompt a beneficiary 

review. Marriage, divorce, births or adoptions are examples of milestones that often spur 

beneficiary changes. 

 

As stewards of their employee benefits plans, remind your clients to prompt employees about 

beneficiary reviews — at least once every two years— to ensure employees’ wishes are 

carried out when life insurance proceeds are distributed.  

 

Here are potential consequences if your clients don’t properly update their beneficiary 

designations: 
 

 New Spouse is Left Out 

Marriage is one of the most important times to consider updating beneficiary 

designations. To prevent problems down the road, make sure employees consider 

whether they should add their new husband or wife as a beneficiary. Also, newly married 

employees should inform his or her new spouse about where to find coverage certificates 

so that information is readily accessible if the need should arise. 
 

 Kids Can’t Access Funds When Needed 

Births and adoptions also trigger the need to review, and consider updating, beneficiary 

designations. Remember, though, minor children cannot receive life insurance proceeds 

directly. Therefore, if employees want to make sure that their minor children, through 

individuals entrusted with their care, have access to the proceeds, they should consult 

with their legal advisor to determine the best way to achieve that result. 

 

 Paperwork Fail 

Incomplete or inaccurate forms are more common than you think — and can invalidate 

beneficiary designations. Tell clients to check all designation forms for signatures and 

dates, and ensure the forms include full names, addresses and Social Security numbers 

of all beneficiaries. Also, if more than one beneficiary is named, make sure employees 

allocate a specific percentage of the proceeds to each beneficiary and remind clients to 

check that allocations add up to 100 percent. 
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