
HOUSE No. 5343

HOUSE OF REPRESENTATIVES, March 2, 1998

The committee on Ways and Means, to whom was referred the Bill
providing consumer protection relative to the sale of insurance by
banks (Senate, No. 1948), reports that the same ought to pass with
an amendment by striking out all after the enacting clause and
inserting in place thereof the text contained in House document
numbered 5343.

For the committee.

PAUL R, HALEY

<EI)c Commontoealtf) of dHassnclnisctts
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Text of an amendment recommended by the committee on Ways
and Means to the Senate Bill providing consumer protection relative
to the sale of insurance by banks (Senate, No, 1948). March 2.

In the Year One Thousand Nine Hundred and Ninety-Eight

By striking out all after the enacting clause and inserting in place
thereof the following:

1 “SECTION 1. Chapter 167 F of the General Laws, as appearin'
2 in the 1996 Official Edition, is hereby amended by adding the fol

4 Section 2A. For purposes of this section, the word ‘company’
5 shall mean an insurance company licensed pursuant to chap-
-6 ter 175 and the word ‘affiliate’ shall have the same meaning as

established in section 1 of chapter 167 A
8 In addition to the powers conferred in section 2, a bank shall
9 have the further power to sell, either directly or indirectly through

10 an affiliate or a subsidiary corporation established for the purpose
11 or a third party agreement, and acting either as an agent licensed
12 pursuant to section 163 of chapter 175 or a broker licensed pur-
-13 suant to section 166 of said chapter 175, such insurance products
14 as a company, for which such bank, affiliate, subsidiary corpora-
-15 tion or third party acts as agent or broker, is authorized to issue in
16 the commonwealth, in accordance with said chapter 175. No bank
17 exercising such power shall assume or guarantee the payment on
18 any premiums on such products or guarantee the truth of any
19 statement contained in the application therefor. Said sales shall be
20 conducted in accordance with conditions and limitations that the
21 commissioner shall promulgate by regulation and which shall

reflect the substance of conditions established by the comptroller
23 of the currency of the United States governing the sale of insur-
-24 ance products by a national bank as a licensed agent of an insur-
-25 ance company; provided, that the provisions of this section and
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26 the regulations promulgated thereunder shall not apply to sales of
27 insurance products by banks acting as agents for and licensed by
28 the savings bank life insurance company of Massachusetts pur-
-29 suant to chapter 178A. Said conditions and limitations shall be in
30 addition to and consistent with the provisions of said chapter 175
31 and regulations promulgated thereunder by the commissioner of
32 insurance with respect to the licensing of insurance agents and
33 brokers and the sale of insurance products. Said conditions and
34 limitations shall include, but need not be limited to, the following
35 provisions:—
36 (1) No bank, except a bank licensed as an agent for the savings
37 bank life insurance company of Massachusetts and only to the
38 extent of the authority granted under such license, shall undertake
39 to act directly or indirectly and as an insurance agent or broker, in
40 any manner permitted by this section, until the commissioner
41 approves a general plan of operation submitted by such a bank
42 that conforms with the regulations promulgated pursuant to this
43 section. Said plan shall include a detailed description of the
44 complaint resolution procedure, including bank personnel desig-
-45 nated for its enforcement, required pursuant to subparagraph (9)
46 of this section.
47 (2) Officers, tellers and other employees of a bank who are not
48 licensed as insurance agents may refer a customer of said bank to
49 a licensed insurance agent of the bank only when such a customer
50 initiates an inquiry relative to the availability or acquisition of
51 insurance products. No such officer, teller or other employee shall
52 be further or additionally compensated for making said referrals.
53 (3) The solicitation or sale of insurance products shall be per-
-54 mitted at the main office of a bank, or at any branch thereof estab-
-55 lished pursuant to chapter 167C, or at any other bank office,
56 not including an electronic branch established pursuant to chap-
-57 ter 1678. Said solicitation or sale shall be conducted on the
58 premises of a bank in a distinctly designated area which is sepa-
-59 rate and apart from any physical setting in which services for
60 insured deposit account transactions or transactions involving
61 applications for the extension of credit are conducted. The com-
-62 missioner may waive the requirement for the physical separation
63 of bank and insurance services only upon a demonstration by a
64 bank that space considerations, such as the size or design of said
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bank premises, preclude such separation. The commissioner may
allow for such use of a common area for both purposes if, subject
to notice and hearing at the commissioner’s discretion, said
waiver application demonstrates physical constraints that are con-
sistent with criteria the commissioner shall establish for such
waivers. In any instance where such waiver is granted, a bank
employee, licensed as an insurance agent, shall not, in any manner
involving the application by a customer for an extension of credit
by said bank, act as the representative of the bank both with
respect to said application and with respect to the solicitation and
sale of insurance products to said customer, whether or not such
insurance is required for the extension of credit. It shall be the
responsibility of a bank to institute procedures to eliminate cus-
tomer misunderstanding or confusion as to the distinction between
such insurance products and other bank functions, and to prevent
any misrepresentation thereof.
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(4)(a) A bank is hereby prohibited from tying the availability
and extension of credit by a bank to the purchase of insurance
products from said bank shall be prohibited.
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(b) No solicitation of the sale of insurance in conjunction with
any application for the extension of credit shall be permitted until
said application has been approved, such approval has been com-
municated to the applicant, and the disclosures required hereunder
have been provided to the customer by personal delivery or by
first class mail delivery of the United States postal service. The
date and time of said approval and of such communication
thereof, and of the personal delivery or mailing of such disclo-
sures, shall be made a permanent part of the record of such exten-
sion of credit along with a copy of the disclosures required by this
section. This paragraph shall not apply in situations where a bank,
including a financial institution, contacts a customer in the course
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of direct or mass marketing to a group of persons in a manner that
bears no relation to such a customer’s loan application or credit
decision.
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(c) In the instance of an application to a bank for an extension
of credit to be secured by a mortgage on real estate and in which it
is necessary for the applicant to obtain a policy insuring said
premises against loss and designating such bank as loss payee,
(i) said bank shall make the initial disclosure of the necessity ot
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104 such insurance in its letter of commitment to the applicant
105 approving the requested extension of credit; (ii) such bank shall
106 not, in any manner, solicit the applicant to purchase the required
107 insurance from the bank until said commitment has been accepted
108 by the applicant; and (iii) such bank shall not reject any such
109 policy, so long as it satisfies the required insurance, because the
110 policy was issued by a company other than that for which the
111 bank acts as agent in the sale of insurance products.
112 (5) Rebates shall be regulated pursuant to the provisions of
113 section 185 of chapter 175.
114 (6) A bank, through its licensed insurance agents or brokers,
115 shall disclose in writing to a potential insurance customer that:
116 (a) the insurance products which are available are not deposits of
117 the bank, are not protected by the federal deposit insurance corpo-
-118 ration or any other type of deposit insurance, are not an obligation
119 of or guaranteed by the bank, and may be subject to risk; (b) any
120 insurance required as a condition of the extension of credit by the
121 bank need not be purchased from the bank but may. without
122 affecting the approval of the application for an extension of credit,
123 be purchased from an agent or insurance company of the cus-
-124 tomer’s choice; and (c) the customer may file any complaints with
125 the office of consumer affairs and business regulations as here-
-126 inafter provided. The disclosures required by this section shall be
127 provided in writing, and receipt thereof shall be acknowledged in
128 writing by the customer.
129 (7) Bank customer information security and confidentiality
130 shall be regulated pursuant to the provisions of chapter 1751 of the
131 General Laws and the provisions of the federal Fair Credit
132 Reporting Act.

(8) No bank engaged in the direct sales of insurance products
shall discriminate against an applicant or allow an affiliate, a sub-

35 sidiary corporation established for the purpose or a third party
36 acting on its behalf to discriminate against an applicant for any

137 insurance products offered by it based upon the race, color,
138 national origin or residence of the applicant, or on such other
139 basis as the commissioner may determine. No bank offering insur-
-140 ance products at its main office or any branch thereol established
141 pursuant to chapter 167C, shall refuse to offer the same at each
142 such branch of the bank.
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(9) A bank engaged in the direct sale of insurance products, or
an affiliate, subsidiary corporation or third party acting on its
behalf, and whether acting as insurance agent or broker, shall

46 promptly forward copies of all customer complaints relative to its
47 insurance sales activities to the office of consumer affairs and

by section 1 of chapter 24A. Said
mstomer complaints so forwarded
to the department of banking and

48 business regulation established
49 office shall maintain a log all
50 and shall refer said complaint
51 insurance for resolution. The ommissioner, in conjunction with

shall establish a procedure for the
jiner complaints. Regulations pro-

c

the commissioner of insurance
prompt resolution of such con

54 mulgated by the commissioner under this section shall include
55 provisions for investigation and resolution by a bank of customer
56 complaints and for the requirement to forward all complaints so
57 received to the office of consumer affairs and business regulation.
58 Any violations of the provisions contained in this section shall
59 be subject to the applicable provisions of chapter 167, including,

A through 2G, inclusive, and to
175 and chapter 176D, including,

ase and desist orders, and suspen-

60 but not limited to, sections 2
6! applicable provisions of chapter
62 bur not limited to, penalties, ce

sion or loss of license
tion shall not he applicable to
;raphs 16 and 17 of section 2 of

64 The provisions of this sec
65 the authority granted by parag
66 chapter 167 F and section 12G of chapter 255.
67 The commissioner shall promulgate regulations necessary to
68 carry out the provisions of this section.

1 SECTION 2. Chapter 175 of the General Laws, as appearing in
2 the 1996 Official Edition, is hereby amended by striking out sec-
-3 tion 174E.

1 SECTION 3. Said chapter 175, as so appearing, is hereby
2 further amended by inserting after section 208 the following two

4 Section 209. The commissioner may issue a license pursuant to
5 section 163 and section 166 to a bank chartered by the common-
6 wealth pursuant to chapters 168, 170 or 172, and to a bank char-
7 tered by the United States, to act as an insurance agent or broker
8 pursuant to this chapter and in accordance with the provisions of

sections
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9 section 2A of chapter 167F, for the solicitation and sale of such
10 insurance products as the company, for which such bank acts as
11 agent or broker, is authorized to issue in the commonwealth.
12 Section 210. The commissioner, in conjunction with the corn-
13 missioner of banks, shall establish a procedure for the prompt res-
-14 olution of consumer complaints relative to the activities of a bank

as such licensed agent or broker

1 SECTION 4. Section 4of Chapter 178 A of the General Laws,
2 as appearing in the 1996 Official Edition, is hereby amended by

s in the fourth paragraph,triking out the first two sentence

1 SECTION 5. Chapter 183 of
2 in the 1996 Official Edition, is

the General Laws, as appearing
hereby amended by adding the

doing business in the common-
ance agent pursuant to section 163
mortgage loan secured by residen-
ommonwealth, shall be subject, in

4 Section 68. Any mortgagee
5 wealth and licensed as an insur
6 of chapter 175, when making a

tial real estate located in the
8 addition to all applicable provisions of said chapter 175, to condi-
-9 tions and limitations established by the commissioner of banks

10 pursuant to section 2A of chapter 167F; provided, however, that
11 the provisions of clause (a) of subparagraph (6) of said section 2A
12 shall not be applicable to any such mortgagee which does not
13 accept deposits.

SECTION 6. Chapter 255 E of the General Laws is hereby
amended by adding the following section

Section 11. Any licensee who is also licensed as an insurance
agent pursuant to section 163 of chapter 175, in addition to all

5 applicable provisions of said chapter 175, shall be subject to con-
-6 ditions and limitations established by the commissioner pursuant
'

to section 2A of chapter 167F; provided, however, that the provi-
-8 sions of clause (a) of subparagraph (6) of said section 2A shall not
9 be applicable to any such licensee which does not accept deposits.

SECTION 7. In the event that any of the provisions of this act,
as they relate to national banks, are preempted by the Comptroller
of the Currency of the United States pursuant to section 114 of the

following section
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4 federal Reigle-Neal Interstate Banking and Branching Efficiency
5 Act of 1994 (P.L, 103-328), or by a court of competent jurisdic-
-6 tion, the commissioner of banks, with respect to section 2A of
7 chapter 167 Fof the General Laws, and the commissioner of insur-
-8 ance, with respect to sections 209 and 210 of chapter 175 of the
9 General Laws, may waive, in writing, the applicability of such
0 preempted provisions to said banks chartered by the common-

1 wealth if it is determined such waiver is necessary in order to
2 permit banks so chartered by the commonwealth to compete with
3 national banks in the sale of insurance. Such waiver shall be filed
4 with the state secretary and shall, unless otherwise provided
5 by law, become effective on the sixtieth day following the date
6 of said filing. A copy of any such waiver shall be filed simul-
7 taneously with the committee on banks and banking and the
8 committee on insurance of the general court.

SECTION 8. The commissioner of banks and the commissioner
of insurance shall jointly file a report with the committee on banks

3 and banking and the committee on insurance of the General Court
4 delineating the number of applications for insurance agent or
5 broker licenses filed by state and federally chartered banks
6 directly or through affiliates, subsidiary corporations or pursuant
7 to third party agreements, the number of applications approved,
8 the names and addressees of the licensees, the business names and
9 addresses of insurance agencies for which said banks act as such
0 agents or brokers, and such other related information as said com-

-1 missioners may deem necessary. Such report shall also include the
2 number of applications filed for the waiver provided for in section
3 two, the names of the applicants, the addresses of the premises for
4 which said waiver is sought, and the disposition of such applica-
-5 tions, including the reasons therefor. Said report shall be filed one
6 year after the effective date of this act, and annually thereafter for

a period of three years

1 SECTION 9. Any license issued under the provisions of chap-
-2 ter 178 A for a bank to act as agent for the Savings Bank Lite
3 Insurance Company of Massachusetts shall continue in force until
4 its stated expiration date after the effective date of this act, at
5 which time such license may be renewed by said Savings Bank
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6 Life Insurance Company of Massachusetts and shall not be subject
7 to the provisions of section 2A of chapter 167F of the General
8 Laws as inserted by section 2 of this act.

2 sioner of insurance shall jointly establish the sphere of jurisdic-
-3 tion, procedures and standards for the examination of insurance
4 sales by banks authorized pursuant to section 2A of chapter 167F
5 of the General Laws as inserted by section 2 of this act.

1 SECTION 11. Nothing in this act shall be construed so as to
2 prohibit a bank from selling annuity products pursuant to state or

federal law

1 SECTION 12. The regulations required by section 2A
2 of chapter 167 F of the General Laws as inserted by section 1 of
3 this act, including procedure for promoting the prompt resolution
4 of consumer complaints, shall be promulgated not later than
5 July 1, 1998. The provisions of this act allowing the sale of insur-
6 ance products by banks shall not be in effect until such regulations
7 and procedure are so promulgated.”

1 SECTION 10. The commissioner of banks and the commis-
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