
OPINION NO . 148 
ANSWERED BY LETTER 

(O ' Malley) 

May 19, 1964 

Honorable Ralph H. Duggins 
Superintencle-nt. l)t via$. on ot Insurance 
~rtorson Building 
Jetferaon City. ~sao~i 

Dear Mr-. Dusginat 

F l LED 

1'-/-

'this letter ot •dv1ee io in l1eu of Cl formal op,Won 
requeat~d tJy your letter or March ao8 1964. A review has 
been P<l~ ot tbe "Gra4uat1on Special lite insurance policy 
to be offered by a reSUlar lite ~urance c~ incorporated 
1n ~aao~i. In revieWing the Snaurance policy ln tl1e light 
or appllcab~e et•tuteo we have considered the documents you 
fot'Warded, oo~1.at1ng ot (1) the apec1~n policy, (2) benet~ctor 
contract# (3) new~lette»• aDd (4) application. 

W:e t1rat briefly outline tne pl.an ~1ng reviewed. A 
R1aaour1 resUlar lite company first entera into an agreement 
with ,a ttbenef'actor" to pay the t1rat year's prem1Ulll on 
individual pol1c1ea of lire 1na~ance on the lives ot all 
member$ ot the aen1ot'l claea or • high school making appllcation 
ther6tor. W1 th the benefactoJO be1ng neither tbe owner or 
be~t1c1~ ot the policy. Only a parent, guardian or apous:e 
18 to be named beneficiary. 'lbe sraduat1on policy to be 
1asued t-o each 1nJJUre4 1a 1n tbe amount ot tsooo.oo ot whole 
lii'e ina~ance coverago, premi.ums payable to age 6o, and non­
pa.rtJ.c1p•t1ng. The second and enaW.ng year' a premiumu are to 
be paid by the 1naure4 or the parent it the~ wish to continue 
the policy 1n fore~, but tbere ia no obl1gat1on to do eo. The 
"benetaetor" 1-s not named o~ deeor1be4, but hie moti.ve 1.n 
prov141ng the tirat yeu' a cove~-se 1a exp~eaed in the 
tollowins l~e: aTbe Jlenet•etor 1e desirous ot encouraging 
atudents 1n b1s comlU'Wl1ty to complete their education, d1a­
eourage drqp..oute ancl to tocua their at:tctnt1.o_n uvon the social 
and c_1v1e benet1t.a ot private enteJ;1)Piee,, * • •. 



Honorable Ralph H. Duggins •2• 

We firet test the policy against the following rule 
restated in lakin v. Postal Life And Casualty Insurance 
Company# Mo. S-up • • 31.6 SW2d 5426 l . c. 549: 

nit has uniformly been held that 
•A pe~aon cannot take out a valid 
and enforceable policy of insurance 
for hia own benefit on the life or 
a person 1n which he has no insurable 
interest; such a policy or contract 
of insurance 1a void and unenforceable 
on the grounda or public policy. it 
be11'1g merely a wage1~1ng contract.; • • *. • 
• • • It has repeatedly been stated that 
to» one to have an insurable interest in 
the lite or another. ' there must be a 
Peaaonable ground founded upon the 
relatione ot the parties t~ each other. 
either pecuniary or of blood or att1n1ty, 
to expect aome benefit from or advantage 
trom the continuance of the lite ot the 
1naured1 • • • • " 

In the eaee or McCann v. Jilet~olitan L1f'e InaUPance 
Company. 177 Mass. 28o. ~8 H. B. 1026, 1fe find that one 
llcCann procured from the 1run.zrance coq>al\Y a lite in.aurance 
policy upon the Ute ot 'faothy Sullivan; and had T1JD.othy ' a 
daughter 1 JIJary Sull1 van• named beneficia~. Attar paying 
prem1ume on the policy for a time• MCCann delivered the 
policy to Mary Sullivan. We can say ot the "benefactor" 1n 
the policy here beins reviewed; as was said of lllcCann at 
58 B.E, 1026• l.c. 1027: 

"1'here ia noth1n8 1n the case to show 
that the plaintiff derived any benefit; 
either direct or indirect , from the trans­
act1on• so that 1t could be ruled as a 
matter or law that the transaction was a 
wager.. or was other than a g1t't for the 
benefit ot ~ Sullivan•" 

In Pomby V;, World Inauranee Coq)an;,y of Omaha, 115 J'ed . 
Supp. 913• Columbia County. Arkaneaa~ took out a policy of 
group insurance on its employees &ga1nat "lo•• of life, limb, 
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sight. or time from accidental 1njur1.ea" • In such case the 
Court observed that it was the intention or Columbia County 
to ttmake a g1tt to or confer a right upon ita eJII)loyee, Robert 
l'omby or his estate" • It was contended that Columbia County 
did not have an insurable interest 1n the subject matter of 
the contract at ita inception. In dismissing auch contention, 
the United states Diat~ct Court spoke as follows at 115 Ped. 
Supp. 913, l.c. 92lt 

"However, these pr~ciples are not applic• 
able to th1s case, because the real bene­
ficiary under the policy 1a not Columbia 
County but the estate ot Robert Fomby. 
Hone of the benefits were intended to an<1 
none will inure to the plaintiff. Columbia 
County. The reaaona of publie policy for 
voiding wagering contracts on the lite of 
another do not e:x.iet here1 and, therefore, 
it is immaterial whether the pla1nt1tt, 
Columbia County. had an insurable interest 
in the lite of Pomby. Without question, 
the deceued, Robert l'omby • bad an insurable 
intere at 1n hi a own life, as did his Wife • and 
children, and tney are the real beneficiaries 
in this case • " 

It must reasonably be concluded that the ''plan" reviewed 
does not d~ac~oae on its race that the life insurance coverage 
is predicated on a wagering contract • The face of the documents 
examined pursuant to your request raised the question or in­
surable 1ntere~t on the part or the "benefactor", eo we have 
disposed of such question. 

An examination or the pol1cy to be 1soued to the insured 
under the "plan" has been made 1n light of a ge~ provision 
found 1n Section 375·936 RSMo 1959, reading &s follows: 

"The tollow1ng are hereby detined as unfair 
methode of eoq,etition and unfair and 
deceptive acts or practices in the business 
ot 1naurance: 

• • • • • • • • • • • • • • • • • • 
n ( 8) 'Rebatea I • 
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"(a} beept as otherwise expcressl.y pro• 
vided by law. kbott.1n.Sl¥ pe$1ttitlg or 
otfer1ng to make or making any contract of 
lita inQurance. lite artnuity o~ aeeident and 
heal tb ins~ance Gr.- agreement aa to such 
eont~act otner than as pla1nl¥ expressed in 
the contract 1esued thcreonf or pa:yitlg or 
alloWing, or giving or ottering to ~~ allow, 
or g1vet directly or indirectly. as induce­
ment to such insurance, or annuity, any 
rebate of »rem1ums payable on the contract, 
or ~ JPeeW favor or advantage in the 
divid&nda or ethel' benefits thereon~ or any 
valuable cons1del'at1on or 1nduce~nt what ... 
ever not spec1tied in the eontraet; * * •." 

'l'be 1n1t1al inducement to aceep't the "plann 1n Q.uefltion 
is to~ in th$ .. newsletter" od~ssed by the insurance company 
to •tt>ear tarent, Te-aene~ and Student" 1nfonlill6 that the f1rst 
year•s premiUIQ on the policy to be continued hae been paid by 
a named per3on. Such 1n<1ueem.ent 111 further ~ef'J.eoted on t-he 
tace of the 1nsllZ!anee eon..traot to be issued to tlt.~ student When 
the pcllCf date is shown as MU-eh 17, 1964. With p~mi.ums to be 
payable commenc:Lng on March 17~ .l~i. in light of au.oh recitals 
we caJUlot say that the praoipal induCement to tbe continuance 
ot the insurance contnct has not been speo1:f1ea in the contract. 
·, 

Within the scope of tests herein applied tFo the "plan°, 
you al'O advised that the in~urance poli.oy in queet1on does 
not eontravene Misso:uri statutca and case decisions. 

Your$ very truly. 

TIOJfAS" J'. ElGUWolf 
Attorney General 


