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HONORABLE RONALD B. LEIGHTON

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON

AT TACOMA
NEW YORK LIFE INSURANCE CASE NO. C12-5184 RBL
COMPANY, et al.,
ORDER

Plaintiffs,
V.

ESTATE OF MICHAEL CRAIG
POWELL, et al.,

Defendant.

THIS MATTER is before the Court on Chal€ox’s motion for disbursement of funds

(Dkt. #139) and the Powells’ competing motion dlisbursement of fuds (Dkt. #143). The

facts are well-known, mostly undisputed, and haeeen discussed at lehgh prior orders.

Doc. 166

Susan Powell went missing in December of 200%hda moved to Washington in the aftermath

of Susan’s disappearance. In February of 20Ihukokilled himself anthe couple’s two song.

This case is the fight over life insurance pratsefr policies covering Susan, Joshua, and the

two boys’ lives.
The Court has resolved most of the legalies in prior orders. The only remaining
issues are whether Washingtonaydr statutes invalidate Joshua’s beneficiary designationg

the rider on his boys, and whetlteere are grounds to create a constructive trust for Susan
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benefit’ Those issues can be decided on the recdnte those issues are resolved, there is
reason to further delay disbursiall of the insurance proceentsaccordance with the Court’s
orders.

l. BACKGROUND

Because the facts of this case have beerotighly discussed in prior orders, only the
facts central to the remainingsues and distribution will be discussed here. In 2009, Joshu
Susan Powell were married and living witleithtwo sons in Utah. Susan went missing on
December 6, 2009, under suspicious circumstande®.ody has heard from her since, and h{
body has never been found. Joshua was theg®lprimary suspect, but he was never charg
with a crime.

Two weeks after Susan went missing antheamidst of the investigation into her
disappearance, Joshua moved to Washingtonhigteons. Joshua and Susan’s parents, the
Coxes, then engaged in a battle for custodhefboys. On February 5, 2012, Joshua tragica
killed himself and his sons during what wagposed to be a supervised visit.

Three life insurance policies are nowsdue. The first is a $500,000 Beneficial Life
policy insuring Joshua’s lif.Joshua listed Susan as thirmary beneficiary and the couple’s
revocable trust as the secondary beneficiary dideot change those beneficiary designatior

after Susan went missing. The second gasa $1,000,000 New Yotkife policy insuring

! The Powells argue that there is still a gisesof whether Susan consented to Joshus
beneficiary changes. They do not argue thaa8wactually consented to the changes. Rathé
they argue only that Cox has not sufficientliputted the presumption th&tsan consented. T
Court has already coiaered this argument and rejected$ee Dkt. 90. It will not be discusse
further.

2 Policy number BL2112245
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Susan’s life> She listed Joshua as the primary lieisy and the Trust as the secondary
beneficiary.

The last policy is a $1,000,000 New Ydrite policy insuring Joshua’s lifé. That
policy also has two $250,000 riders attached, @alring one boy’s life. When Susan went
missing, she was the primary beneficiary aghle policy, and the Tist was his secondary
beneficiary. Josh and Susan were co-primanebeiaries for the boys’ riders in equal shares
and the Trust was the secondary beneficiaryt aer Susan went missing, Josh made a nur
of beneficiary changes. In the final changkesh listed three of hgblings as co-primary
beneficiaries of the New York poy insuring his life, but not irrqual shares. Michael Powell
was to get 93%, Alina Powell was to get 4%, and John Powell was to get 3%. For the bo
riders, Joshua listed himself as the primamydfieiary and Michael Powell as the secondary
beneficiary.

In prior orders, the Court hasled that Susan did not carg to Joshua’s beneficiary

changes (Dkt. 90); that JosiNew York Life policy was commiuity property (Dkt. 90); and tha

Susan is presumed to be alive until December 6, 2014 (Dkt. 138). Although the presumption that

Susan is alive can be rebutted, nobody has affirelgtstated an intention to do so. To date,
evidence has been presented to the Court by anytpattidentifies or establishes a triable iss
regarding the fact or date 8tisan’s death. Accordingly, on March 25, 2014, the parties we
ordered to inform the Court whwedr they intended to pursue an evidentiary hearing or trial t

prove that Susan died at any time other thanember 6, 2014. Cox responded that he did n

% Policy number 48789198. The face amount is $500,000, but it has a rider for an
additional $500,000.
* Policy number 48789237.
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The Powells said that they wanted to “kelegir options open on this issue” pending the
outcome of a dispute in Utétate court over the Trust.

While the Powells may want to keep their options open indefinitely while they post
Utah State court, this Court$ia live case and controversy tlsatipe for consideration. The
parties have been given ample opportunity toyithe issue in this Court. Although presum
that Susan is alive may ultimately be a legatidn, it is a legal fiction that was purposely and
intentionally created for situations just like thi&ccordingly, Susan is presumed to be alive &
the insurance proceeds will be distributed accordingly.

Il. DISCUSSION

Of the three policies, only Joshua’s New Yarte policy (and its twaiders) is still in
dispute. The Court has aldsadetermined that that policy is community property. Cox now
contends that Washington'’s slaytatute prohibits any of Joshsi@lected beneficiaries from
receiving any of the rider proceeds. Cox asgues that the proceeds from Joshua’s one-hg
interest in the policy should be placed inoastructive trust for Susdrecause Joshua alleged
caused her disappearance.

1. The Washington Slayer Statutes Do Not Invalidate Joshua’'s
Beneficiary Designations for His Omr-Half Interest in the Riders on
his Boys

Cox contends that Joshua would impermisddagefit from killing his sons if any of hig
designated beneficiaries receiveyaf the rider proceeds. Caxgues that Washington’s slaye
statutes prohibit Joshua not only from personally receiving money his sons’ life insurance
money, they also prohibit him from controllimgho receives that money. The Powells conte

that while the slayer statutes would have precluded Joshua from personally receiving the

® Additionally, the Court structhe trial date based on therfies’ representations that
there were no issues for trial.
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proceeds, the statutes do not divest him of hisewship interest in the life insurance policy a
his right to designate beneficiaries.

The “slayer rule,” which most states haaalified, including Wahington, serves an
important, limited purpose. Generally, the slayée prevents a killer from benefiting from thg
death that he or she wrongfultpused. The rule is not meant to be punitive or compensato
Armstrong v. Bray, 64 Wash.App. 736, 741, 826 P.2d 706, 709 (19@2)also Restatement
(Third) of Property 8 8.4 cmt. 2003). It is not meant to invadiee realm of tort law. Its
limited purpose is to prevent the killer from being unjustly enrichdd.

The Washington Legislature has coelifithe slayer rule at RCW 11.84.083eq. A
“slayer” is defined as any person who willjuand unlawfully kills another person, or any
person who is an accessory before the faatwalful and unlawfulkilling. RCW 11.84.010(5).
The general rule that a slayennot benefit from his wrongfakt is stateaét RCW 11.84.020:
“No slayer or abuser shall in any way acquire property or receive any hefit as the result of
the death of the decedent . . ..” AccordiodRCW 11.84.100, which specifically addresses |
insurance proceeds, if the slayer is the napradary beneficiary for a policy that insures the
victim’s life, the proceeds shouidstead be paid to the secondheneficiary if there is one:

Insurance proceeds payable to the slayer or abuser as the beneficiary or assigneg

of any policy or certificat®f insurance on #hlife of the decedent, or as the

survivor of a joint life policy, shall be paid instead to the estate of the decedent,
unless the policy or certificate designatense person other than the slayer or
abuser or his or her estate as secondary beneficiary to him or hiarvénch

case such proceeds shall be paid to such secondary beneficiary in accordance

with the applicable terms of the policy.

RCW 11.84.100(1) (emphasis added).

Instead of applying the @h language of the statuteatidirectly addresses life

insurance proceeds, Cox asks the Court todakexpansive view of vét “benefit” means and
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to apply the general rule that prohibits a sldy@m benefiting in any way. Cox contends that
applying Joshua’s beneficiary designatisrmild posthumously confer a benefit on him by
giving him control over \Wo receives the proceeds.

Cox is unable to cite arguthority from any jurisdictiothat supports his interpretatio
likely because no court has construed a slayer statute in such a broad manner. Indeed, |
argument that the general slayetste should control over the st that specifically addressg

insurance proceeds conflicts tivell-known rule of statutory cofrsiction that specific statutes

prevail over the generabee Knowlesv. Holly, 82 Wash.2d 694, 702, 513 P.2d 18, 23 (1973).

Neither Joshua nor his estatdlwe unjustly enriched if his one-half interest in the rider
proceeds is distributed according to the teohthe policy as RCW1.84.100 instructs that it
must.

2. There are no Grounds to Create a Constructive Trust

Cox also argues that Joshua’s one-half istarethe New York Life policy insuring his
life should be placed in a constructive trust for 8ishenefit. Cox claims that he can prove
trial that Joshua caused Susan’s disappeardB®eause Susan was the primary beneficiary
Joshua’s New York Life policy when she wenissing, Cox contends thadshua’s subsequen
beneficiary changes deprived Susdimer interest in that policy.

Cox’s argument ignores the fact thatllwes's beneficiary changes would have been
permissible even if Susan had not gone missirtge Court has already concluded that Joshu
New York Life policy was community property. the prior order, the @urt ruled that Joshua
could not divest Susan of her one-half cammal interest in theolicy by changing the
beneficiaries without her consent. Implicit imtlorder is that Joshwauld legitimately name
someone other than Susan as the beneficiatyigoone-half communal interest in the policy.

See Francisv. Francis, 89 Wn.2d 511, 573 P.2d 369 (1978).sldoing so did not deprive Sus
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of any interest, and Joshua’s named beneficiaries will not be unjustly enriched if his chan
given effect. A constructive trust is not appropriate, and the Court will not impose one.

3. Distribution

New York Life deposited $1,057,863.01 for the primary benefit covering Joshua.
Because the policy was community property, Susa&mtitled to one-half of that principal
amount ($528,931.51) and one-half of the intettestt has accrued since it was deposited.
Accordingly, 50% of the principal and the accrutgrest will be distributed to the conservat
of Susan’s estate.

Joshua’s one-half interest in the policy will be distributed according to his beneficig
designations. Accordingly, Mielel Powell’s estate is entitled to 46.5% of the principal
($491,906.30) and the accrued interest; Alina Rldeentitled to 2% of the principal
($21,157.26) and the accrued instreand John Powell is entitléo 1.5% of the principal

($15,867.94) and the aced interest.

New York Life deposited a total of $528,931.50 for the riders that covered the boys$

($264,465.75 for each of the riders). Again, beedhe policy was community property, Sus{
is entitled to 50% of that principal amount ($264,465.75) and the interest that has accrue(
Michael Powell’s estate is entitled to the other 50% of the prih($264,465.75) and accrued
interest as Joshuagdected beneficiary.

B. Joshua’s Beneficial Life Policy

Although he made numerous changebisoNew York Life policy beneficiary
designations after Susan went missing, Joshuadtithake any changes to his Beneficial Life
policy. Accordingly, Susan is still the primary beneficiary. Because Joshua legally prede

Susan, Susan is entitled to 100%lof Beneficial Life proceedmd all of the accrued interest,
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C. Susan’s New York Life Policy

Susan named Joshua as the primaryfii@ary and the Trust as the secondary
beneficiary. Because Joshua legally predsed Susan, 100% of the proceeds and accrued
interest shall be paid to tieust as the secondary benefigiaiAlthough Susan’s date of deat
has not yet occurred, ti@ourt sees no reason to delay milsiting the funds. If any of the
parties have any objection to imdiately distributing the funds, they should submit their wrif
objections to the Court withihO days of this Order.

[I. CONCLUSION

The slayer statutes do nowalidate Joshua’s beneficyadesignations for his one-half
interest in the ridersovering his boys. There are n@gnds to place the proceeds from
Joshua’s one-half interest in his New Yorke policy into a constructive trust for Susan’s
benefit. Thus, applying the Cdisrprior orders and the applidetbeneficiary designations, th
insurance proceeds are to be distributed as follows:

Joshua’s New York Life Policy ($1,057,863.01)

e Susan’s conservator: $528,931.51 plus 50% of the accrued interest;
e Michael Powell's estate: $491,906.30 plus 46.5% of theuaddnterest;
e Alina Powell: $21,157.26 plus 2% the accrued interest;
e John Powell: $15,867.94 plus 1.5% of the accrued interest;

New York Life Rider Covering Boys ($528,931.50)

e Susan’s conservator: $264,465.75 plus 50% of the accrued interest;
e Michael Powell's estate: $264,465.75 pi@9o of the accrued interest;

Susan’s New York Life Policy

e The Trust: 100% of the principal and accrued interest;

Joshua’s Beneficial Life Policy

e Susan’s conservator: 100% oétprincipal and accrued interest.
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If any party objects to thenmediate distribution of Sian’s New York Life policy
proceeds, they should submit themitten objections to the Courtithin 10 days of this Order.
The parties who are entitledaoy of the proceeds are to submit a proposed judgment that
reflects this Order and compliesgth Local Rule 67. All othepending motions are denied as
moot. IT IS SO ORDERED.

Dated this 1% day of May, 2014.

OB

RONALD B. LEIGHTON
UNITED STATES DISTRICT JUDGE

ORDER -9




