
HOUSE 863
By Mr. Gallagher of Boston, petition of Owen Gallagher relative

to forfeiture values in insurance policies issued by foreign insurance
companies. Insurance.

In the Year One Thousand Nine Hundred and Thirty-Three.

An Act to provide for Forfeiture Values in Insurance
Policies issued by Foreign Insurance Companies after
Three Full Annual Premiums have been Paid on.

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

1 Chapter one hundred and seventy-five, section one
2 hundred and forty-four, of the General Laws is hereby
3 amended by adding after the word “seven” in the
4 third line the words: —or by any foreign insur-
-5 ance company after January of nineteen hundred
6 and thirty-three, —so said section shall read as
7 follows; Section 144- After three full annual pre-
-8 miums have been paid on any policy of life or en-
-9 dowment insurance issued by a domestic life com-

-10 pany after December thirty-first, nineteen hundred
11 and seven, or by any foreign insurance company
12 after January of nineteen hundred and thirty-three,
13 the holder thereof, within thirty days after any
14 default in the payment of a subsequent premium
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may elect, by a writing filed with the company at
its home office, (a) to surrender the policy and, with
the written assent of the person to whom it is made
payable, receive its value in cash, or ( b) take paid-
up insurance which shall be participating if the policy
is on a participating basis, payable at the same time
and on the same conditions as in the original con-
tract, or (c) have the policy continued in force as
extended term insurance from the anniversary date
last passed for its face amount, including any out-
standing dividend additions and less any indebted-
ness thereon or secured thereby, but without the
right to loans; provided, that a policy whose pro-
ceeds are payable in instalments or as an annuity
may provide that if either option (6) or (c) becomes
operative the proceeds of the policy shall be payable
in one sum. The cash surrender value shall be the
reserve on the policy at the end of the last policy
year for which the premium was paid in full, plus
a proportionate part of the increase in the cash
value at the end of the succeeding year if any in-
stalment not less than a quarterly instalment of
the premium for that year has been paid, and of
any dividend additions thereto, computed on the
mortality and interest assumption upon which the
company elects to reserve as prescribed by section
nine, less surrender charge of not more than five
per cent of the present value of the future net pre-
miums, which by its terms the policy is exposed to
pay in case of its continuance, computed upon the
aforesaid mortality and interest basis, and less any
existing indebtedness to the company on the policy
or secured thereby. The company may reserve the
right to defer the payment of such cash value for
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49 not exceeding ninety days after the application
50 therefor is made. The term for which the policy
51 will be continued or the amount of the paid-up
52 policy will be such as the cash value will purchase
53 as a net single premium at attained age of the in-
54 sured according to the mortality and interest basis
55 heretofore designated. But in case of an endow-
56 ment policy, if the sum applicable to the purchase
57 of extended term insurance shall be more than suf-
58 ficient to continue the insurance to the end of the
59 endowment term named in the policy, the excess
60 shall be used to purchase in the same manner non-
61 participating paid-up pure endowment, payable at
62 the end of the endowment term on the same condi-
63 tions.
64 If the holder shall not within thirty days from
65 default surrender the policy to the company for cash
66 as provided in option (a), or elect by a writing filed
67 with the company at its home office, to take ex-
68 tended term insurance as provided in option (c),
69 the insurance will be binding upon the company from
70 the date of default without any further stipulation
71 or act as provided in option (6). The paid-up or
72 extended term insurance granted by the terms of the
73 policy shall have a cash surrender value which shall
74 be its net value less any indebtedness to the com-
75 pany on account of such policy or secured thereby,
76 and the holder thereof may, wdthin ninety days of
77 the application therefor, and with the written assent
78 of the person to whom the policy is payable, claim
79 and receive in cash such surrender value.
80 Every such policy which by its terms has become
81 paid up shall have a cash surrender value which
82 shall be its net value, less not more than five per
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83 cent of one net annual premium on a ten payment
84 life policy at the age of entry of the insured, and less
85 any indebtedness to the company on such policy or
86 secured thereby; and the holder thereof may, within
87 ninety days of the application therefor and with the
88 written assent, of the person to whom the policy is
89 payable, claim and receive in cash such surrender
90 value.
91 This section shall not apply to annuity or pure
92 endowment contracts with or without return pre-
93 miums, or of premiums and interest, whether simple
94 or compound, or to survivorship insurance, and, in
95 the case of a policy providing for both insurance and
96 an annuity, shall apply only to that part of the con-
97 tract providing for insurance; but every such con-
98 tract providing for a deferred annuity on the life of
99 the insured only shall, unless paid for by a single

100 premium, provide that, in the event of the non-
101 payment of any premium after three full years’
102 premiums shall have been paid, the annuity shall
103 automatically become converted into a paid-up
104 annuity for such proportion of the original annuity
105 as the number of completed years’ premiums paid
106 bears to the total number of premiums required
107 under the contract.


