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Senate, May 3, 1956.

The committee on Insurance, to whom was referred so
much of the recommendations of the Commissioner of Banks
(House, No. 4) as relates to the insurance of loans in banks
(accompanied by bill, House, No. 5), report the accom-
panying Bill (Senate, No. 645).

For the committee,

SILVIO O. CONTE.

Che Commontocalth of Massachusetts
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In the Year One Thousand Nine Hundred and Fifty-Six.

An Act relative to the insurance of loans in banks.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

Cf)c CommontoealtJ) of e©assacfnioetts

1 Section 1. Chapter 167 of the General Laws is
2 hereby amended by adding after section 55 the follow
3 ing new section:
4 Section 56. A bank, or group of banks, under regu

5 lations established by the commissioner, may purchase
6 group life insurance on the lives of debtors who request
7 such insurance. The premium for such insurance, or
8 the premium on an individual life insurance policy held
9 to cover the indebtedness, may be added to the pay-

-10 ments required of those who elect to become insured.
11 In the event of the death of any debtor so insured, the
12 insurance proceeds shall be applied to reduce or extin-
-13 guish the unpaid indebtedness to the extent of such pay-
-14 ment. No trustee, director, officer or employee of such
15 bank shall benefit financially, directly or indirectly from
16 the sale of such insurance.

1 Section 2. Clause (c) of section 133 of chapter 175
2 of the General Laws, as inserted by section 1 of chap-
-3 ter 362 of the acts of 1938, is hereby amended by strik-
-4 ing out the words “financial or other institution” and
5 inserting in place thereof the words: bank, associa-
-6 tion, financial or other institution, so that said clause
7 will read as follows; — ;or (c) a group of persons who
8 at any time are debtors of a bank, association, financial
9 or other institution, including its subsidiary or affiliated
10 institutions, if any, for a loan, or of the vendor of any
11 property for its purchase price, under an agreement to
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12 pay any such indebtedness, or any balance thereof, in
13 instalments over a period of not more than ten years,
14 written under a policy issued, with or without medical
15 examination, and made payable to such creditor or the
16 assignee of the indebtedness, and insuring the life of each
17 debtor for an amount not exceeding his individual in-
-18 debtedness and not exceeding ten thousand dollars; pro-
-19 vided, that not less than one hundred persons shall be-
-20 come insured under such a group policy each year after
21 its date of issue.

1 Section 3. Section 133 of chapter 175 of the General
2 Laws, as last amended by chapter 229 of the acts of 1953,
3is hereby amended by adding after clause (e ) the fol-
-4 lowing: ; or (/) a group of persons who are individual
5 debtors of a bank, association, financial or other insti-
-6 tution, including subsidiaries or affiliates, if any, for a
7 loan secured by a mortgage on any property under an
8 agreement to pay such indebtedness, or any balance
9 thereof, in instalments to run not less than ten years
10 beyond the effective date of the insurance on the life of
11 the debtor, written under a policy issued to the creditor
12 or to trustees acting for two or more such creditors and
13 made payable to the policyholder, such payment to be
14 applied to reduce or extinguish the unpaid indebtedness
15 to the extent of such payment; provided, that the policy
16 reserves to the insurer the right to require evidence of
17 individual insurability and provided that not less than
18 one hundred debtors shall elect to become insured; and
19 provided, further, that the amount of insurance on the
20 life of any debtor insured under the policy shall at no
21 time exceed the amount owed by him under his mort-
-22 gage note or twenty thousand dollars, whichever is less.

1 Section 4. Provision 4of section 134 of chapter 175
2 of the General Laws, as amended by section 4 of chap-
-3 ter 404 of the acts of 1951, is hereby amended by strik-
-4 ing out in the first line the words “subdivision (c) ” and
5 inserting in place thereof the words: clause (c) or (/),
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6 —so that said provision will read as follows: —4. Ex-
-7 cept in the case of a policy issued under clause (c) or (/)

8 of section one hundred and thirty-three, that the com-
-9 pany will issue to the employer, for delivery to each em-

it) ployee whose life is insured under the policy, an indi-
-11 vidual certificate specifying his insurance coverage un-
-12 der the policy, the amount thereof and to whom payable,
13 together with a provision to the effect that if his insur-
-14 ance, or any portion of it, ceases because of (1) termina-
ls tion of employment or of membership in the class or
16 classes eligible for coverage under the policy, or (2) ter-
-17 mination of the policy or amendment of the policy to
18 terminate the insurance or any part thereof on the class
19 of insured persons to which he then belongs after he has
20 been insured thereunder for five or more years immedi-
-21 ately preceding any such termination date, the employee
22 shall continue to be insured thereafter for a period of
23 thirty-one days, for the amount of life insurance which
24 he is entitled to have issued to him under an individual
25 policy in accordance with the provisions which follow;
26 and that he shall be entitled to have issued to him by
27 the company, without evidence of insurability, upon
28 written application in a form satisfactory to the com-
-29 pany and upon the payment of the premium applicable
30 to the class of risk to which he belongs and to the form
31 and amount of the policy at his then attained age, both
32 within said period of thirty-one days, an individual
33 policy of life insurance without disability or other sup-
-34 plementary benefits, effective at the expiration of said
35 period, in any one of the forms of life policies then cus-
-36 tomarily issued by the company, except a term policy,
37 for an amount not in excess of the amount of the insur-
-38 ance which ceases because of any such termination, or,
39 at the option of the company, in the case of any ter-
-40 mination described in provision (2), an amount which
41 shall in no event exceed the lesser of (i) the amount of
42 such employee’s insurance ceasing because of such a
43 termination less any amount of life insurance for which
44 he may be or mav become eligible under any group
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45 policy issued by the same or another company within
46 thirty-one days after such a termination, and (ii) two
47 thousand dollars; provided, that any amount of insur-
-48 ance which shall have matured on or before the date of
49 any termination described in provision (1) or (2), as an
50 endowment payable to him, whether in one sum or in
51 instalments or in the form of an annuity, shall not, for
52 the purposes of this provision, be included in the amount
53 which is considered to cease because of any such ter-
-54 urination; and, for the purposes of this provision, the
55 date of termination of the policy in case of its expira-
-56 tion by its own terms shall be the effective date of such
57 expiration irrespective of any grace period specified in
58 the policy for the payment of any premium falling due
59 on such date.

1 Section 5. Provision 4A of section 134 of chapter 175
2 of the General Laws, as most recently amended by chap-
-3 ter 169 of the acts of 1955, is hereby amended by strik-
-4 ing out said provision and inserting in place thereof the
5 following:
6 4A. In the case of a policy issued to a creditor or to
7 trustees acting for two or more creditors to insure the
8 debtors of such creditor or creditors, a provision that the
9 insurer will furnish to the policyholder for delivery to

10 each debtor insured under the policy a form which will
11 contain a statement that the life of the debtor is insured
12 under the policy, and that any death benefit paid there-
-13 under by reason of his death shall be applied to reduce
14 or extinguish the indebtedness.

1 Section 6. Provision 7of section 134 of chapter 175
2 of the General Laws, as amended by section 4 of chap-
-3 ter 404 of the acts of 1951, is hereby amended by strik-
-4 ing out the first and third paragraphs and inserting in
5 place thereof the following paragraphs, so that said para-
-6 graphs will read as follows:
7 7. Except in the case of a policy issued under clause (c)
8 or (f) of section one hundred and thirty-three, that any
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9 sum becoming due by reason of the death of the em-
it) ployee insured shall be payable to the beneficiary desig-
-11 nated by the employee insured, that in the event no
12 designated beneficiary as to all or any part of such sum
13 is living at the death of the employee insured, any such
14 sum shall be paid to the executors or administrators of
15 the employee, and, that the company may, at its option,
16 pay such sum to any one or more of the following sur-
-17 viving relatives: wife, husband, mother, father, child or
18 children, brothers or sisters, and may pay a part of such
19 sum not exceeding two hundred and fifty dollars to any
20 person appearing to the company to be equitably entitled
21 thereto by reason of having incurred funeral or other ex-
-22 penses incident to the last illness or death of the em-
-23 ployee insured.
24 The word “employer”, as used in this section, sec-
-25 tion one hundred and thirty-four A and section one
26 hundred and thirty-seven shall include the trustees of
27 a fund established as provided in clause (a) of section
28 one hundred and thirty-three, a trade union or associa-
-29 tion of wrage workers, the policyholder under a policy
30 issued pursuant to clause (c) or clause (7) of section one
31 hundred and thirty-three, a vendor of any property, an
32 assignee of the indebtedness, an association of state,
33 county or municipal employees, the trustees of a fund
34 established as provided in clause (e), or a creditor, or
35 trustees acting for two or more creditors as provided in
36 clause (/) of section one hundred and thirty-three, in the
37 case of a policy issued under clause (a), (6), (c), ( d), (e)
38 or (/), respectively, of section one hundred and thirty-
-39 three. The word “emphyyee”, as used in this section
40 and section one hundred and thirty-five, shall include
41 a member of such a trade union or other association of
42 wage workers or of such an association of state, county
43 or municipal employees, and, as used in this section,
44 shall include a borrower from a bank, association, finan-
-45 cial or other institution including subsidiary or affiliated
46 institutions, and a purchaser from such a vendor.






