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NINETY-EIGHTH LEGISLATURE

Legislative Document No. 904

H. P. 637 House of Representatives, February 2o, 1957.
Referred to the Committee on Business L.egislation. Sent up for concurrence

and ordered printed.
HARVEY R. PEASE, Clerk

Presented by Mr. Walter of Waldoboro.

STATE OF MAINE

IN THE YEAR OF OUR LORD NINETEEN HUNDRED
FIFTY-SEVEN

AN ACT Providing a Definition of Group Life Insurance.

Be it enacted by the People of the State of Maine, as follows:

R. S, c. 60, § 164, repealed and replaced. Section 164 of chapter 60 of the Re-
vised Statutes, as amended by sections I and 2 of chapter 228 and by chapter
97 both of the public laws of 1933, is hereby repealed and the following en-
acted in place thereof :

‘Sec. 164. Group life insurance defined. No policy of group life insurance
shall be delivered in this State unless it conforms to one of the following de-
scriptions:

I. A policy issued to an employer, or to the trustees of a fund established by
an employer, which employer or trustees shall be deemed the policyholder, to
insure employees of the employer for the benefit of persons other than the
employer, subject to the following requirements:

A. The employees eligible for insurance under the policy shall be all of the
employees of the employer, or all of any class or classes thereof determined
by conditions pertaining to their employment. The policy may provide that
the term “employees” shall include the employees of one or more sub-
sidiary corporations, and the employees, individual proprietors, and part-
ners of one or more affiliated corporations, proprietors or partnerships if
the business of the employer and of such affiliated corporations, proprietors
or partnership is under common control through stock ownership or con-
tract. The policy may provide that the term “employees” shall include the
individual proprietor or partners if the employer is an individual proprietor
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or a partnership. The policy may provide that the term “employees” shall
include retired employees. No director of a corporate employer shall be
eligible for insurance under the policy unless such person is otherwise eli-
gible as a bona fide employee of the corporation by performing services
other than the usual duties of a director. No individual proprietor or part-
ner shall be eligible for insurance under the policy unless he is actively en-
gaged in and devotes a substantial part of his time to the conduct of the
business of the proprietor or partnership.

B. The premium for the policy shall be paid by the policyholder, either
wholly from the employer’s funds or funds contributed by him, or partly
from such funds and partly from funds contributed by the insured em-
ployees. No policy may be issued on which the entire premium is to be
derived from funds contribuied by the insured employees. A policy on which
part of the premium is to be derived from funds contributed by the insured
employees may be placed in force only if at least 75% of the then eligible
employees, excluding any as to whom evidence of individual insurability is
not satisfactory to the insurer, elect to make the required contributions. A
policy on which no part of the premium is to be derived from funds con-
tributed by the insured employees must insurs all eligible employees, or all
except any as to whom evidence of individual insurability is not satisfactory
to the insurer.

C. The policy must cover at least 10 eniployees at date of issue,

D. The amounts of insurance under the policy must be based upon some
plan precluding individual selection either by the employees or by the em-
ployer or trustees.

II. A policy issued to a creditcr, who shall be deemed the policyholder, to in-
sure debtors of the creditor, subject to the following requirements:

A. The debtors eligible for insurance under the policy shall be all of the
debtors of the crediter whose indebtedness is repayable either in install-
ments or in one sum at the end of a period not in excess of 18 months from
the initial date of debt, or all of any class or classes therecf determined by
cenditions pertaining to the indebtedness or to the purchase giving rise to
the indebtedness. The policy may provide that the term “debtors” shall
include the debtors of one or more subsidiary corporations, and the debtors
of one or more affiliated corporations, proprietors or partnerships if the
business of the policyholder and of such affiliated corporations, proprietors
or partnerships is under commeon control through stock ownership, con-
tract or otherwise. No debtor shall be eligible unless the indebtedness con-
stitutes an obligation to repay which is binding upon him during his lifetime,
at and from the date the insurance becomes effective upon his life.

B. The premium for the policy shall be paid by the policyholder, either
from the creditor’s funds, or from charges collected from the insured debt-
ors, or from both. A policy on which part or all of the premium is to be
derived from the collection from the insured debtors of identifiable charges
not required of uninsured debtors shall not include, in the class or classes
of debtors eligible for insurance, debtors under obligations outstanding at
its date of issue without evidence of individual insurability unless at least
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75% of the then eligible debtors elect to pay the required charges. A policy
on which no part of the premium is to be derived from the collection of such
identifiable charges must insure all eligible debtors, or all except any as to
whom evidence of individual insurability is not satisfactory to the insurer.

C. The policy may be issued only if the group of eligible debtors is then
receiving new entrants at the rate of at least 100 persons yearly, or may
reasonably be expected to receive at least 100 new entrants during the first
policy year, and only if the policy reserves to the insurer the right to re-
quire evidence of individual insurability if less than 75% of the new entrants
become insured. The policy may exclude from the classes eligible for in-
surance classes of debtors determined by age.

D. The amount of insurance on the life of any debtor shall at no time ex-
ceed the amount owed by him which is repayable in installments to the
creditor, or $10,000, whichever is less. Where the indebtedness is repayable
in one sum to the creditor, the insurance on the life of any debtor shall in
no instance be in effect for a period in excess of 18 months except that such
insurance may be continued for an additional period not exceeding 6 months
in the case of default, extension or recasting of the loan. The amount of the
insurance on the life of any debtor shall at no time exceed the amount of
the unpaid indebtedness, or $10,000, whichever is less.

E. The insurance shall be payable to the policyholder. Such payment shall
reduce or extinguish the unpaid indebtedness of the debtor to the extent of
such payment.

III. A policy issued to a labor union, which shall be deemed the policyholder,
to insure members of such union for the benefit of persons other than the
union or any of its officials, representatives or agents, subject to the following
requirements:

A. The members eligible for insurance under the policy shall be all of the
members of the union, or all of any class or classes thereof determined by
conditions pertaining to their employment, or to membership in the union,
or both.

B. The premium for the policy shall be paid by the policyholder, either
wholly from the union’s funds, or partly from such funds and partly from
funds contributed by the insured members specifically for their insurance. No
policy may be issued on which the entire premium is to be derived from
funds contributed by the insured members specifically for their insurance. A
policy on which part of the premium is to be derived from funds contributed
by the insured members specifically for their insurance may be placed
in force only if at least 75% of the then eligible members, excluding any
as to whom evidence of individual insurability is not satisfactory to the
insurer, elect to make the required contributions. A policy on which no part
of the premium is to be derived from funds contributed by the insured
members specifically for their insurance must insure all eligible members,
or all except any as to whom evidence of individual insurability is not sat-
isfactory to the insurer.
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C. The policy must cover at least 25 members at date of issue.

D. The amounts of insurance under the policy must be based upon some
plan precluding individual selection either by the members or by the union.

IV. A policy issued to the trustees of a fund established by 2 or more em-
ployers in the same industry or by one or more labor unions, or by one or
more employers and one or more labor unions, which trustees shall be deemed
the policyholder, to insure employees of the employers or members of the
union for the benefit of persons other than the employers or the unions, sub-
ject to the following requirements:

A. The persons eligible for insurance shall be all of the employees of the
employers or all of the members of the unions, or all of any class or classes
thereof determined by conditions pertaining to their employment, or to
membership in the unions, or to both. The policy may provide that the term
“employees” shall include retired employees, and the individual proprietor
or partners if an employer is an individual proprietor or a partnership. No
director of a corporate employer shall be eligible for insurance under the
policy unless such person is otherwise eligible as a bona fide employee of
the corporation by performing services other than the usual duties of a
director. No individual proprietor or partner shall be eligible for insur-
ance under the policy unless he is actively engaged in and devotes a sub-
stantial part of his time to the conduct of the business of the proprietor or
partnership. The policy may provide that the term “employees” shall in-
clude the trustees or their employees, or both, if their duties are principally
connected with such trusteeship.

B. The premium for the policy shall be paid by the trustees wholly from
funds contributed by the employer or employers of the insured persons, or
by the union or unions, or by both. No policy may be issued on which any
part of the premium is to be derived from funds contributed by the insured
persons specifically for their insurance. The policy must insure all eligible
persons, or all except any as to whom evidence of individual insurability is
not satisfactory to the insurer.

C. The policy must cover at date of issue at least 100 persons and not less
than an average of 5 persons per employer unit; and if the fund is estab-
lished by the members of an association of employers the policy may be is-
sued only if either the participating employers constitute at date of issue
at least 60% of those employer members whose employees are not already
covered for group life insurance or the total number of persons covered at
date of issue exceeds 600; and the policy shall not require that, if a partici-
pating employer discontinues membership in the association, the insurance
of his employees shall cease solely by reason of such discontinuance.

D. The amounts of insurance under the policy must be based upon some
plan precluding individual selection either by the insured persons or by
the policyholder, employers or unions.

V. No such policy of group life insurance may be issued to an employer, or
labor union or to the trustees of a fund established in whole or in part by an
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employer or a labor union, which provides term insurance on any person
which together with any other term insurance under any group life insurance
policy or policies issued to the employer or employers of such person or to a
labor union or labor unions of which such person is a member or to the trus-
tees of a fund or funds established in whole or in part by such employer or
employers or such labor union or labor unions, exceeds $20,000, unless 150%
of the annual compensation of such person from his employer or employers
exceeds $20,000, in which event all such term insurance shall not exceed
$40,000 or 150% of such annual compensation, whichever is the lesser.’





