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'~ Dear Mr. Smith:

The pertinent parts of your request for our opin-
ion read as follows:

: “From time to time life insurance companies
" submit policy forms to this Department for fil-

' Ing which are to be issued under what 1s known as
the Wholesale Life Insurance Plan (sometimes
called Bmployee Life Insurance Plan). This plan
has been in use in Texas for some years and was-
evolved to extend administrative expense savings,
possible in group coverage, to individual poli-
cles issued under individual underwriting stand-
ards to groups of employees too small to be eligi-
ble for group coverage under Code Article 3.50-.

"In our review of such wholesale life insur-
ance forms submitted to this department for filing,
certain questions have .arisen that need to be re-
solved, and we respectfully request that you give
us your opinion on these guestions which are set
forth as follows:

"l. Must an individual term life insurance
policy provide coverage for -a definite time period
by specifying a number of years, months, weeks or
days, or may the term of the insurance ﬁe geared to
and measured by the term of the insured's employ-
ment with a specified employer?

2. If an individual term life insurance pol-
icy may provide coverage for an indefinite: term
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conditicned upon cessatlion of employment,
should such a policy provide that the insured's
coverage will terminate at the next premium -
due date subseguent to termination of employ-
ment, or may such a policy provide that cover-
age will cease lmmediately upon termination of
employment?

"3. If an individual term life insurance
. policy is issued on the one year renewable

term plan; or on the one month renewable term
plan, may it provide that it is renewable only
at the option of the insurance company, or must
it be renewable during a specified period of
time following its date of issue at the option
of the insured only? '

"k, May an individual term life insurance
policy be lssued that provides for the payment
of premiums only by the employer or some other
specified person or firm, or must the policy
provide for payment of premiums without speci-
fying the person or firm that will make the pay-
ments. .

". . « Obviously our concern in this mat-
ter grows out of our understanding of Article
3.50 of the Texas Insurance Code which was con-
sidered by the Court in Board of Insurance Com-
missioners v. Great Southern Life Insurance
Company, 239 S.W.2d 803. There has been no es-
tablished departmental practice with respect to
the inquiries enumerated above, but it does seem
that the intent of Article 3.50 would be substan~
tially defeated If all the elements of group
insurance can be embodied in individual policies’
sold under a ‘wholesale plan.'"

In answering the four specific questions above, we
are assuming you are dealing with a "Wholasale Life Insurance
Plan" which is not in violation of any of the provisions of
the Texas Insurance Code.

Individual 1ife insurance policles are reguired to
econtain certain specific provisions enumerated in Article 3.h4k
of the Insurance Code, and are alsc required to exclude certain
- provisicns enumerated in Article 3.45 of the Code. Group life

~ Insurance policies are required to conform to certain standards
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outlined in Article 3.50. Individual contracts of life

insurance may contain provisions and conditions agreed

upon between the parties to the contract and which are not
Tex. 17’

in conflict with the law. Hatch v. Turner, 145
193 S.W.2d 668 (1946)3 50329%92 V. Mg;:gpgiiyﬁg Life Insur-
ance Companyv, 77 S.W.24 Tex.Civ.App. 1934); Lewls V.
%QMQQLM&L?.L&J&M%IMM, 94 8.W.2d %99
Tex.Civ.App. 1936, error ref.).

Qur answers to your questions in the four propo-
sitions above are not in conflice with Articles 3.44% and
3.45, supra, and it is our opinion, therefore, that insofar
as an 1ndividual life insurance poiicy is concerned under a
valid "Wholesale Plan", the answers are:

1. Ordinarily an individual life 1nsurance
policy provides coverage for a definite time
period by specifying a number of years, months,
weeks or days, but it may provide a term of in-
surance geared to and measured by the term of the
insured's employment with a specified employer.

2. If an individual term life insurance pol-
icy provides coverage for an indefinite term con~-
ditioned upon cessation of employment, such policy
may provide either that coverage wlll terminate at
the next premium due date subsequent to termination
of employment, gr, that coverage will cease imme-
diately upon termination of employment.

3. 4An individual term life insurance policy
issued on a one year or on a one month renewable
term plan may provide either that it 1s renewable
only at the option of the insurance company, 9I,
that it is renewable during a specified period of
time following 1its date of issue at the option of
the insured only.

k., An individual term life insurance policy
may be issued that provides for the payment of
premiums .only by the employer or some other specl-
fied person or firm, or it may provide for payment
of premiums without specifying the person or firm
that will make the payments.

Section k4, Article 3.50, Insurance Code, 1s titled:
"Group Pollcle Wi g A d," and provides:
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o “Except as may be provided in this Article,
it shall be uplawfyl to make a contract of life
insurance covering a group in this State. . . .M
(Emphasis supplied.)

It 1is apparent that the Legislature directed its
prohibitions against any plany, scheme or system of life
insurance which covers a group of persons in any manner un-
der policy provisions not in harmony with Article 3.50, as
amended, supra.

' Paragraph (3) of Section 1, Article 3 subchap-
ter E, of Senate Bill No. 236, Chapter 491, S of the 52nd
Leglslature;, R. S., 1951, was amended by Acts 53rd Leglsla-
ture, R.S. 1953, che. 3#5, pP. 853, and this amendment reduced
the number of Insureds necessary to be eligible for the
Wgroup plan® from a minimum of 25 to a minimum of 15, and it
also allowed incorporated cities; towns or villages to par-
ticipate in a “group plan.”

In determining whether or not a "Wholesale Life In-
surance Plan® is not in fact a "Group Plan" as defined in
Article 3 50, as amended, you may use as your guide Board_ of

ggnz 0 Texg 25. 239 S,H°2d 3 3 165, keeping in mind
the above amendment. That case pointed out that the chief
characteristie of group insurance 1s the willingness of the
.insurance company to walve its right to select who shall be-
“insured for a "spread of risk" which it receives through &'

guarantee that a certain percentage of one class of persons
would be covered.

SUMMARY ’

Individual 1ife insurance policies may
,brovide for a term of Insurance to end either
‘at a specified date, or at termination of "
specified employmen% or at due date of next
, premium subsequent to termination of such em- .
sploymant, etc., and an individual one year .
'Vterm life policy may provide for renewal at
agption of the insurer, and such policy may i
specify who 1s to pay the premiums. In deter-
mining whether or not a "Wholesale Life Insur-
ance Plan® is not in faet a "Group Plan" as.
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set out in Article 3.50, as amended, you may
ge guided by the opinion in Board of Insur- .

ance Commissioners _'g% Great §%%§ng:n Lifa

*Ingurance Company, 150 Tex. 258, 239 8.W.2d
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