
HOUSE No. 2760
By Mr. Mann of Hanson, petition of Charles W. Mann relative to

savings bank life insurance. Banks and Banking.

In the Year One Thousand Nine Hundred and Eighty-Nine.

An Act relative to savings bank life insurance.

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

1 SECTION 1. The General Laws are hereby amended by
2 inserting after Chapter 178 the following chapter:

3
4

5 Section 1. The following words used in this chapter shall, unless
6 the context otherwise requires, have the following meanings:
7 “Company”, the Savings Bank Life Insurance Company of
8 Massachusetts, a corporation created by special charter.
9 “Commissioner”, the commissioner of insurance.

10 “Directors”, the directors of the company.
11 “Division”, the division of insurance of the department of
12 banking and insurance of the Commonwealth.
13 “Individual policyholders”, persons holding individual policies
14 of savings bank life insurance on the effective date of sections 2
15 through 14 of this chapter.
16 “Insurance department”, the department of a savings and
17 insurance bank in which the business of issuing savings bank life
18 insurance is conducted.
19 “Insurance contracts”, life, annuity and accident health
20 insurance policies or contracts.
21 “Savings and insurance bank”, a savings bank or federal savings
22 and loan associations which has established or is now operating
23 an insurance department pursuant to chapter 178.
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24 “Savings bank”, a savings bank whose principal or main office
25 is located in the Commonwealth of Massachusetts.
26 “Savings bank life insurance”, policies or contracts of
27 insurance, annuity contracts or other insurance products issued
28 by a savings and insurance bank pursuant to chapter 178.
29 Section 2. On and after the effective date hereof, savings and
30 insurance banks may elect to participate in the formation of a
31 domestic stock insurance company which shall assume the
32 ownership and operation of the insurance department of each
33 savings and insurance bank. Upon receipt by the commissioner
34 of resolutions of the boards of trustees and directors of a majority
35 of savings and insurance banks favoring such participation, there
36 shall be created under authority herein granted, a corporation for
37 the purposes of conducting life and accident and health insurance
38 business, pursuant to the relevant sections of clauses sixth and
39 sixteenth of section 47 of chapter 175 with all the rights, powers
40 and privileges and subject to all the duties, liabilities and
41 restrictions of a domestic stock company formed under and
42 subject to the provisions of chapter 175 insofar as such provisions
43 are applicable and except as otherwise provided herein.
44 Section 3. The name of the corporation shall be “The Savings
45 Bank Life Insurance Company of Massachusetts.”
46 Section 4. Each savings and insurance bank electing to
47 participate in the formation of the company shall designate one
48 of its directors or trustees to be named as an incorporator of the
49 company and to serve as a director until such time as the
50 stockholders shall have duly elected successors thereto. No person
51 shall be eligible to serve as a director of the company who is not
52 a director, trustee or an officer of a savings and insurance bank
53 or savings bank or is not an officer of the company.
54 Section 5. Within sixty days of the incorporation of the
55 company, the directors shall submit to the commissioner a plan
56 pursuant to which the company shall assume the ownership and
57 operation of the insurance department of each savings and
58 insurance bank, whether or not such savings and insurance bank
59 shall have elected to participate in the formation of the company.
60 The plan of assumption shall provide that each savings and
61 insurance bank shall be issued shares of the capital stock of the
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62 company in such proportion as the surplus of the insurance
63 department of such savings and insurance bank calculated at the
64 fair market value of its assets bears to the total surplus of the
65 insurance departments of all savings and insurance banks as of
66 the December 31 immediately preceding the date of incorporation
67 of the company or in such other manner that is deemed to be fair
68 and equitable by the incorporators.
69 Notwithstanding the provisions of section 174 E of chapter 175,
70 the savings and insurance banks and savings banks and their
71 respective officers and employees may act as agents and brokers
72 exclusively for the Savings Bank Life Insurance Company of
73 Massachusetts in the sale of insurance contracts as defined in
74 section one of this chapter. No savings and insurance banks or
75 savings banks and their respective officers and employees shall
76 act as agents and brokers for any other insurance company doing
77 business in the Commonwealth of Massachusetts, for any type of
78 insurance policies, contracts or other insurance products. All
79 SBLI agents’ licenses issued pursuant to Section 10A of
80 Chapter 178 shall be automatically transferred to the company,
81 without application therefor, and shall continue in force until
82 their stated expiration date, at which time they may be renewed
83 by the company.
84 Section 6. Restrictions shall be placed on the sale or other
85 transfer of the capital stock of the company providing that such
86 capital stock may be held only by a savings and insurance bank
87 or a savings bank and that, upon any proposed sale, the shares
88 to be sold shall first be offered for purchase by the company upon
89 the same terms and conditions as those of such proposed sale. No
90 single savings and insurance banks or savings bank or affiliated
91 group of such banks may hold greater than 15% ofthe outstanding
92 shares of such capital stock at any time.
93 Section 7. The plan of assumption shall require the company
94 to continue to treat as participating all policies of savings bank
95 life insurance assumed by it. The said plan shall also provide for
96 the payment of additional annual dividends on all individual
97 participating policies assumed by it and in-force on the dates of
98 distribution in an amount equal to the total surplus of the
99 company on the date of conversion multiplied by the net portfolio
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100 rate of interest earned by the company in the fiscal year prior to
101 the year of distribution reduced by state and federal income taxes,
102 if any, allocated to such amount. The payment of such additional
103 dividends shall continue until the sum of all such additional
104 dividends and allocated state and federal income taxes thereon
105 equals the surplus of the company on the date of conversion. Upon
106 request, the commissioner, for good cause shown, may permit the
107 company to defer the payment of additional dividends in any year.
108 In the event of a complete liquidation of the company, there shall
109 be distributed to the owners of such individual in-force

I 10 participating policies, in a fair and equitable manner, an amount
111 equal to the difference, if any, between the surplus of the company
112 on the date of conversion and the sum of such previously
113 distributed additional dividends and allocated state and federal
114 income taxes thereon.
1 15 Section 8. The commissioner shall hold a public hearing within
1 16 forty-five days of his receipt of the plan of assumption, notice of
117 which shall have been provided to each savings and insurance
118 bank by the division. Such notice shall be accompanied by a

I 19 summary of the plan ofassumption which shall describe the effect
120 of such plan of assumption on savings and insurance banks and
121 on individual policyholders. Notice of the public hearing and
122 distribution of the summary shall also be made by publication in
123 newspapers having general circulation in each county of the
124 Commonwealth. If the commissioner determines that the plan of
125 assumption provides adequate protection for individual
126 policyholders, he shall approve such plan and issue to the
127 company, the certificate required by section 32 of chapter 175.
128 Section 9. Upon such certification, the company shall
129 immediately assume all of the assets (including any surplus), rights
130 and interests and all of the obligations and liabilities of the
131 insurance departments and of the Savings Bank Life Insurance
132 Council, to be held by it pursuant to the terms of the plan of
133 assumption and of this chapter. Simultaneously with such
134 assumption, the company shall issue shares of its capital stock to
135 each savings and insurance bank as set forth in section 5 of this
136 chapter, whereupon all operations of the insurance departments
137 shall cease. No action or proceeding pending at the time of such
138 assumption to which any insurance department or the Savings
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Bank Life Insurance Council may be a party shall be abated or
discontinued by reason of such assumption, and the same shall
be brought to final judgment in the same manner as if such
assumption had not occurred. The company may be substituted
as a party for any insurance department or the Savings Bank Life
Insurance Council by order of the court in which the action or
proceeding to which such insurance department or Savings Bank
Life Insurance Council is a party may be pending. All savings bank
life insurance policies and annuities authorized for use by savings
and insurance banks under the provisions of chapter 178 of the
General Laws shall be deemed approved for use by the company
under the provisions of chapter 175. In establishing rates, benefits
and coverages, the company shall not discriminate on the basis
of gender. The capital stock of the company shall be a legal
investment for all savings and insurance banks and savings banks.
The existing investments of the savings and insurance banks shall
be legal investments upon assumption by the company. At least
50% of the investable assets of the company shall be invested in
Massachusetts investments, including but not limited to; stocks,
bonds, securities, mortgages and other debt instruments of
Massachusetts corporations or companies, Massachusetts real
estate, or in such other Massachusetts related investments that the
commissioner deems appropriate.
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Section 10. Upon such certification, the offices of the commis-
sioner and deputy commissioner of savings bank life insurance,
the state medical director and the state actuary, and the division
of savings bank life insurance and the Savings Bank Life Insurance
Council shall be abolished, and the respective operations thereof
shall continue only for so long as is necessary to discharge business
pending as of the date of such certification and as may be required
by the plan of assumption. The costs of all such operations shall
be paid by the company.
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171 Section 11. The General Insurance Guaranty Fund, previously

existing by virtue of section 14 of chapter 178, shall continue its
existence and shall exercise such powers as are specifically
provided in this chapter. It shall continue to be managed by the
board of trustees appointed under section 10 of chapter 26 which
shall continue to have general supervision and control of its
operations.
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Section 12. The company may distribute to its stockholders only
such dividends in respect to its capital stock as the General
Insurance Guaranty Fund shall approve. Prior to the approval
of any such dividends, the trustees shall review the operations of
the company and if they are satisfied that the company is being
operated soundly and that its expenses are consistent with the
purpose of providing safe, low cost life insurance, they shall
approve such dividends. The commissioner may veto any such
approval if, after a hearing, he determines that the payment of
such dividends would impair the company’s financial stability or
its ability to offer safe, low cost life insurance. Any final decision
of the commissioner hereunder may be appealed to the superior
court of Suffolk county, pursuant to chapter 30A. The company
shall, upon request by the General Insurance Guaranty Fund, pay
to it forthwith such sums as it may request, provided that such
sums shall not exceed, in the aggregate per annum, ten percent
(10%) of all amounts paid to the company as premiums on
insurance contracts during its preceding fiscal year. Such sums,
together with all sums previously paid to it pursuant to section 18
of chapter 178, shall be held as a fund to guarantee all obligations
on insurance contracts and shall be applied to prevent or to make
good an impairment of the insurance reserve of the company.
Whenever it shall appear that the insurance reserve of the
company may be threatened or has been impaired, the trustees
may:
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203 (a) examine the operations of the company;
204 (b) make recommendations to correct any unsound or unsafe

practices of the company;205
206 (c) make advances to the company in such amounts, to be

applied to the payment of losses or in satisfaction of other
obligations on insurance contracts, as may be necessary to prevent
or make good an impairment of the company’s insurance reserve,
with such advances to be repaid by the company from its surplus
upon such terms and conditions as the trustees may determine;

207
208
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211
212 (d) make loans to the company from the fund upon such terms

and conditions as the trustees may determine;213
(e) guarantee the obligations of the company in respect of its

insurance contracts or such other of its obligations as the trustees
214
215
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216 may deem necessary, upon such terms and conditions as they may
217 determine;
218 (f) purchase assets from the company on such terms, conditions
219 and valuations as the trustees determine, notwithstanding the fact
220 that such valuations may exceed fair market value;
221 (g) pay the company an amount equal to the difference between
222 book value and fair market value of its assets, notwithstanding
223 the fact that the book value may exceed the fair market value,
224 with the amount so paid to be repaid by the company from surplus
225 funds upon such terms and conditions as the trustees may
226 determine; and
227 (h) upon determination by the General Insurance Guaranty
228 Fund or the commissioner of insurance that the company is in
229 an unsafe or unsound condition, take possession and control of
230 the property and business of the company and operate the
231 company until its affairs are finally terminated.
232 The General Insurance Guaranty Fund may borrow money to
233 effect the purposes of this section 12 and may make loans to the
234 company upon such terms and conditions as the trustees of the
235 General Insurance Guaranty Fund may determine if, in their
236 judgment, loans against or surrender of insurance contracts has
237 created a demand on the cash flow of the company which might
238 require liquidation of its assets at less than book value.

1 SECTION 2. Chapter 26 is hereby amended by striking out the
2 words “division of savings bank life insurance” in the first sentence
3 of section 1 and by striking out the words “commissioner of
4 savings bank life insurance” in the second sentence thereof.

1 SECTIONS. Chapter 26 is hereby further amended by striking
2 out section 9 in its entirety.

1 SECTION 4. Chapter 26 is hereby further amended by striking
2 out section 10 in its entirety and by inserting in place thereof the
3 following section:
4 Section 10. The Governor shall appoint annually a trustee of
5 the General Insurance Guaranty Fund for a term of seven years
6 commencing from the July 1 of the year of his or her appointment.
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7 to serve without compensation and to be selected from trustees
8 or directors of savings banks, provided, that (a) the board of
9 trustees shall at all times include two (but no more than two)

10 persons who, in addition to being trustees or directors of a savings
11 bank owning capital stock in the company, are also full-time
12 officers of such bank and (b) no person who is an officer, employee
13 or agent of any issuer of life insurance other than a savings bank
14 shall be eligible to serve as a trustee. The president of the General
15 Insurance Guaranty Fund shall be designated by the Governor
16 and shall be one of the trustees who is not an officer of any savings
17 bank. The term of the president shall be coextensive with that of
18 his or her appointment as a trustee. The trustees shall elect from
19 their own number a vice-president and a treasurer and shall adopt
20 by-laws governing the operation of the General Insurance
21 Guaranty Fund.

1 SECTION 5. Chapter 62C is hereby amended by striking out
2 subsection c of section 12 in its entirety.

1 SECTION 6. Chapter 63 is hereby amended by striking out
2 section 18 in its entirety.

1 SECTION 7. Chapter 63 is hereby further amended by striking
2 out the words “and every savings and insurance bank not subject
3 to the gross investment income tax under section 18” from the
4 first paragraph of section 228.

1 SECTION 8. Chapter 168 is hereby amended by striking out
2 the words “Savings Bank Life Insurance Council” in the first
3 sentence of the second paragraph of section 39.

1 SECTION 9. Chapter 175 is hereby amended by striking out,
2 in the first sentence, the words “one hundred and seventy-eight”
3 appearing in section 3 and inserting in place thereof the words:
4 one hundred and seventy-eight A.

1 SECTION 10. Chapter 175 is hereby further amended by
2 striking out, in the first sentence, the words “chapter one hundred
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3 and seventy-eight” appearing in section 3A and inserting in place
4 thereof the words: chapter one hundred and seventy-eight A.

1 SECTION 11. Chapter 175 is hereby further amended by
2 striking out the words “and no savings and insurance bank as
3 defined in section one of chapter one hundred and seventy-eight”
4 appearing in section 24A.

1 SECTION 12. Chapter 175 is hereby further amended by
2 striking the words “and every insurance department of a savings
3 bank as defined in section one of chapter one hundred and
4 seventy-eight” appearing in the second sentence of section 120A.

1 SECTION 13. Chapter 175 is hereby further amended by
2 striking the words “or savings and insurance bank” appearing in
3 section 193T.

1 SECTION 14. Chapter one hundred seventy-eight of the
2 General Laws is hereby repealed.

1 SECTION 15. Sections 2 through 14 of this chapter shall be
2 effective on the date that the certificate described in section 32
3 of chapter 175 is issued to the Savings Bank Life Insurance
4 Company of Massachusetts, in accordance with the provisions of
5 this chapter.

1 SECTION 16. In the event any part of this act should be
2 declared invalid by any court of competent jurisdiction, such
3 declaration shall not affect the validity of any of the remaining
4 portions of this act which shall continue in force.
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