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GRIGSBY v. RUSSELL

No. 53 SUPREME COURT OF THE UNITED STATES, December 4, 1911
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m ZHINIL It does not matter that the absolute assignee has no Insurable interest. (M.
Crawford, “Life and health Insurance Law” (81 ed.))
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Mr. Justices Holmes delivered the opinion of the court:

This is a bill of interpleader brought by an insurance company to
determine whether a policy of insurance issued to John C. Burchard,
now deceased, upon his life, shall be paid to his administrators or to an
assignee, the company having turned the amount into court.

The material facts are that after he had paid two premiums and a third
was overdue, Burchard, being in want and needing money for a
surgical operation, asked Dr. Grigsby to buy the policy, and sold it to
him in consideration of $100 and Grigsby's undertaking to pay the
premiums due or to become due; and that Grigsby had no interest in
the life of the assured. The circuit court of appeals, in deference to
some intimations of this court, held the assignment valid only to the
extent of the money actually given for it and the premiums
subsequently paid. 168 F.5d 7.

So far as reasonable safety permits, it is desirable to give to life policies
the ordinary characteristics of property.
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NY Insurance Law (3205); Insurable Interest
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“‘insurable interest”

(A) In the case of persons closely related by blood or by law, the
substantial interest engendered by love and affection

(B) In the case of other persons, a lawful and substantial economic
interest in the continued life, health or bodily safety of the person
insured, as distinguished from an interest which would arise only

by, or would be enhanced in value by, the death, disablement or
injury of the insured.

http://public.leginfo.state.ny.us/LAWSSEAF.cgi?QUERYTYPE=LAWS+&QUERYDATA=@LLISC+&LIST=LAW+&BROWSER=EXPLORER+&TOKEN=37755220+&TARGET=VIEW
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NY Insurance Law (3205); Insurable Interest
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NY Insurance Law (7815); STOLI
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Kramer vs. Phoenix, et al
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Kramer vs. Phoenix Life Ins. Co.
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Does New York Insurance Law §§ 3205 (b) (1) and (b)(2) prohibit an insured from procuring a
policy on his own life and immediately transferring the policy to a person without an insurable
interest in the insured's life, if the insured did not ever intend to provide insurance protection for a
person with an insurable interest in the insured's life?"

We now answer in the negative and hold that New York law permits a person to procure an
insurance policy on his or her own life and immediately transfer it to one without an insurable
interest in that life, even where the policy was obtained for just such a purpose.
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The statutory mandate that a policy must be obtained on an insured's "own initiative" requires that
the decision to obtain life insurance be knowing, voluntary, and actually initiated by the insured. In
common parlance, to act on "one's own initiative" means to act "at one's own discretion:
independently of outside influence or control" (Merriam-Webster's Collegiate Dictionary, 10th ed.,
602 [1996]). The key point is that the policy must be obtained at the insured's discretion. As the
dissent acknowledges, common sense dictates that some outside influence is acceptable -- advice
from a broker or pension planner, for example. The notion of obtaining insurance and the details of
the insurance contract need not spring exclusively from the mind of the insured. Rather, the insured's
decision must be free from nefarious influence or coercion.
(form page 12 of the opinion)
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