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S BILL NO. &S/

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENMERALLY REVISE THE
LAWS RELATING TO FRATERNAL BENEFIT SOCIETIES; AMENDING
SECTIONS 31-2-106 AND 33-22-1703, MCA; REPEALING SECTIONS
13-7-101, 33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7~-112,
33-7-113, 33-7-114, 33-7-115, 33-7-116, 33-7-201, 33-7-202,
33-7-203, 33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211,
33-7-212, 33-7-213, 33-7-1301, 33-7-302, 33-7-303, 33-7-104,
33-7-305, 33-7-401, 33-7-402, 33-7-403, 33-7-404, 23-7-405,
13-7-406, 33-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504,
33-7-505, 33-7-506, 33-7-507, 33-7-508, 33-7-509, 33-7-510,
33-7-511, 33-7-512, 33-7-513, 33-7-514, 33-7-515, 33-7-516,
33-7-517, 33-7-518, 33-7-519, 33-7-525, AND 33-7-526, MCA;

AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Fraternal benefit societies.
Any incorpcrated or uninccorporated society, without capital
stock, including a society exempted under the provisieons of
[section 37), that is conducted solely for the benefit of
its members and their beneficiaries and not for prefit, that
is operated on a lodge system with ritualistic Zorms of

work, that has a representative form of government, and that
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provides benefits in accordance with [secticons 1 through
371, is a fraternal beneflt soclety.

NEW SECTION. Section 2. Lodge system. (1) A society is
operating on the lodge system if it has a supreme governing
body and subordinate lodges into which members are e€lected,
initiated, or admitred 1in accordance with its laws, rules,
and ritual., Subordinate lodges must be required by the laws
of the society to hold regular meetings at least cnce a
month in furtherance of the purposes of the society.

{2) A sociecy may organize and operate lcodges <£for
children under the minimum age £for adult membership.
Membership and initiaticon in local lodges may not be
required of children, and children may not have a voice or
vote in the management c¢f a society.

NEW SECTION. Section 3. Representative form of

govermment. (1) A society has a representative form of
government if it has a supreme governing body organized as
provided in subsection (2) or (3).

(2} {a) The supreme governing body may be an assenbly
composed of delegates who meer the criteria of subsection
{5) and who are elected elther by the members directly or at
intermediate assemblles or conventicns of members or their

representatives, together with cther delegates as may be

vresoribed  in the

i

ciety's laws. A sceiety may provide for

clection of delegates by mail.

INTRODUCED BILL
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(b} The delegates elected must be a majority cf
delegates and may not have less than a majority of the votes
and not iess thar the number of votes reguired to amend the
scclety's laws. The assembly must be elected and shall meet
at least ocnace every < years and shall elect a board of
directors to conduct the business of the society between
meetings of the assembly.

(c) Vacancies on the board of directors may be filled
in the manner prescribed by the society's laws.

(2) {a) (i) The supreme governing bedy may be:

{A) =3 koard composed of perscons who meet  the criteria
of subsection (5} and who are elected by the menmpbers, either
directly ar by their representatives in intermediate
assemblies; and

(BY any other persons prescriped in the society's laws.

(ii) A society may provide for election of the bgard by
mail.

(b) The term of a board member may not exceed 4 years.
Vacancies on the board may be £illed in the manner
prescribed in the society's laws.

{c) The persons elected to the board must be a majority
of the board and may not be less than the number of votes
regquired to amend the society's laws. A person filling an
unexpired rerm of an elected board member s considered to

be an elected board member.
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(d}) The board shall meet at least guarterly to conduct
the business of the society.

(4) The officers of the society must be elected either
by the assembly or by the board of directcrs, either of
which cconstitutes the supreme governing bedy.

{5) ©Only penefit members are eligible for election to
the assembly, the board of directors, or an intermediate
assembly.

(6) Each wvoting member shall have ore vote. A vote may
not be cast by proxy.

NEW _SECTION. Section 4. Definitions. As used in
[sections 1 through 37), wunless the context regulres
otherwise, the following definitions apply:

(1) "Benefit contractc" means the agreement for
provision of authorized benefits described in [section 16].

{2) "Benefit member” means an adult member who is
designated by the laws or rules of the society to be a
benefit member under a benefit contract.

{3) "Certificate" means the document issued as written
evidence of the benefit contract.

{(4) "Laws" means the society's articles of
incorporation, charter, constitution, and bylaws.

(5) "Lodge" means subordinate member wunits of the
scclety, Known as camps, courts, councils, or branches or by

any other designation.
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(6) "Premiums" means premiums, rates, dues, or other
required contributions that are payable under the
certificate.

(7) "Rules" means all rules, regulations, or
resolutions that are adopted by the supreme governing body
or board of directors and that are intended to have general
application to the members of the society.

(g) "Society" means a fraternal benefit soclety
described in [section 1]. The term includes an order or
supreme lodge.

NEW SECTION. Section 5. Purposes and powers. {1) A
society shall operate Eor the benefit of members and thelir
beneficiaries by:

(a) providing benefits as provided in [section 16}1; and

(b) providing for one or more social, intellectual,
educational, charitable, benevolent., moral, fraternal,
patrioric, or religiocus purposes, which may be extended to
cthers. The purposes may be carried out directly by the
society or indirectly through subsidiary corporations or
affiliated organizations.

(2) A society may adopt laws and rules for the
government of the society, the admission of its members, and
tne management of its affairs. It may amend laws and rules
and exercise powers necessary and incidental ta o

objectives and purposes of the society.
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NEW SECTION. Section 6. Qualification for membership.
(ly A society shall specify in its laws or rules:

(a) eligibility standards for each class of membership.
Howewver, i1f benefits are provided on the lives of c¢hildren,
the minimum age for adult membership must be set at not less
than 15 years cf age and not more than 21 years of age.

{b) the process for admission tO each membership class;
and

(c) the rights and privileges of gach membership class.
However, conly benefit members may wote on the management of
the insurance affairs of the society.

(2) A society may admit social members who have no
voice or vote in the management of the insurance affairs of
the sociecy.

{3) Membership rights in the society are perscnal to
the member and are not assignable.

NEW szcTIon. Section 7. Location of office -- meetings
-- communication to members —- grievance procedures. (1} The
principal office of a domestic society must be located in
this state. The meetings of its supreme governing body may
be neld in any state, distriect, province, or territory where
the socliety has at least five subordinate lodges or in a
locarion determined by the supreme governing body. All
business transacced at mestings is valid. The sminutes of the

proceedings of the supreme governing body and of the board

_6‘.
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cf directors must be in English.

{2) {a) A soclety may provide in 1ts laws for an
official publication in which any nrotice, report, or
statement required by law toc be given to members, including
notice cof election, may be published. Required reports,
notices, and statements must be printed conspicuously in the
publicaticn. If the records of a society show that two or
more members nave the same mailing address, an official
publicaticn mailed to one member is considered to be mailed
to all members at the same address unless a member requests
a separate cCopv.

(b) Not later than June 1 of each year, a syncpsis ot
the soclety's annual statement, providing an explanation of
the facts concerning the conditicn of the society, miust be
printed and mailed to each benefit member of the society, or
the synopsis may be published in the society's official
publication.

(3) A scciety may provide in its laws or =rules for
grievance or complaint procedures for members.

NEW SECTION. Section B. No personal liability. (1) The

officers and members of the supreme governing body or any
subordinate pody of a scciety are not persoconally liable for
any benefits provided by a society.

(2) A person may be indemniZfied and reimbursed by a

society for expenses reasonably incurred by and liabilities
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impoesed upen him 1o connection with or arising out cof an
action, sulit, or proceeding (whether «civil, criminal,
administrative, or investigative) or threat thereof in which
the person may be involved by reason of the fact that he is
or was a director, officer, employee, or agent of the
society or of a f£irm, corporaticn, or organization that he
served in any capacity at the reguest of the society.

(3) {a) A person may not be indemnified or reimbursed
in relation to any matter in an action, suit, or proceeding:

(i) 1in which he is finally found to be guilty of breach
of a duty as a director, officer, employee, or agent of the
society; oOr

{ii) that is the subject of a compromise settlement,

(b) A person may be indemnified or reimbursed if he
acted in goed faith for a purpose he reascnably believed to
be in, or not copposed o, the best interests of the society.

{4} The determinatzion of whether the person's conduct
met the standard required in order to justify
indemnification or reimbursement in relation to any matter
described in subsection (3} may be made only by the supreme
governing body by a majority vote of a quorum consisting of
persons who were not parties to the action, suit, or
proceeding or by a court of competent jurisdiction. The
termination of an action, suit, or proceeding by a judgment,

order, settlement, or conviction or upen a plea of no

-8 -
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contest, does not create a conclusive presumption that the
person did not meet the standard of conduct required in
order to justify indemnification or reimbursement. The right
of indemnification or reimbursement is not exclusive cof
other rights te which the perscn may be entitled as a matter
of law, and the right inures to the benefit of his heirs,
executors, and administrators.

{5) A director, cofficer, employee, member, or volunteer

of a society who serves without compensation may not be held

liable, and a cause of action may noct be brought, Zor
damages resulting from the exercise of Jjudgment or
discretion in connection with the person's duties or

responsibilities for the society unless the act or omission
involved willful or wanton misconduct.

(6) A society may purchase and maintain liability
insurance for acts incurred in the course and scope of the
positien for a person who is Or was a director, officer,
employee, or agent of the society or who is or was serving
at the request of the society as a director, officer,
employee, or agent of any other firm, ¢orporation, or
organization.

NEW SECTION. Section 9. wWaiver. The laws of the
society may provide that a subordinate body or any of 1its
subordinare officers or members may not waive any of the

provisions of the laws of the society. The provisicn 18
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binding on the society and every member and beneficiary of a

member .

NEW SECTION. Section 10. oOrganization, A domestic
society organized orn or after January 1, 1992, must be
formed as follows:

(1) Ten or more citizens of +the United States, a
majority of whom are residents of this state, who desire to
Eorm a fraternal benefit society, may make, sign, and
acknowledge before the commissioner of insurance, an
applicaticn for a charter tnat states:

(a) the proposed corporate name of the society, which
may not so closely resemble the name of any society or
insurance company as to be misleading or confusing;

{b} the purposes for which it is being formed and the
mode in which its corporate powers are to be exercised. The
purposes may not include more liberal powers than are
granted by [sections 1 through 37].

(c) the names and residences of the incorporators and
the names, residences, and official titles of all the
officers, trustees, directors, or other persons who are to
have and exercise the general control of the management of
the affairs and funds of the society for the first year or
untlil the ensuing electison at which all officers are elected
by the supreme governing sody. The eiection must be neld not

later than 1 vear from the date of issuance of the permanent

-10~-
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certificate of authority.

{2) The application for a charter, certified copies of
the society's bylaws and rules, copies of all proposed forms
of certificates, applications for certificates, and
circulars to be 1ssued by the scciety, and a bond
conditioned upon the return to applicants of the advanced
payments 1f the organization is not completed within 1 year
must be filed with the commissioner, who may require further
information considered necessary. The bond, with sureties
approved by the commissiconer, must be in an amount, not less
than $300,000 or wmore than $1,500,000, required by the
commissicner. All documents filed must be in English. If the
purpcses of cthe society conform to the requirements of
[sections 1 through 37] and all provisions of law have been
complied with, the commissicner shall cercify, retain, and
file the articles of incorperation and furnish to the
incorporators a preliminarcy certificate of authority
authorizing the society to solicit members.

(3) A preliminary certificate of authority granted
under the provisions of this section is not valid after 1
year from its date of issuance or after an extended period,
not exceeding 1 year, as may be authorized by the
commissioner upon good cause shown, unless the 500
applicants required under subsection (4) have beer secured

and the organization has been completed. The charter and alil
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other proceedings under the charter are void 1 year from the
date of issuance of the preliminary certificate of authority
or at the expiration of the extended period, unless the
society has completed 1its co¢rganizaticn and received a
certificate of authority to do business.

{4y Upon receipt of a preliminary certificate of
authority from the commissioner, the soclety may solicit
members for the purpose of completing its organization,
shall collect from each applicant the amount of not less
than one regular monthly premium in accordance with its
zable zf rates, and shall Issc2 t“c each applicant a receipt
for the amount collected. A scciety may not incur a
liability other than for the return ©of an advance premium,
issue any certificate, or pay, allow, offer, or promise ¢to
pay or allecw any benefit to a person until:

{a) actual applications for benefits have been secured,
aggregating at least $500,000, on not less than 500
applicants, and any necessary evidence of insurability has
been furnished to and approved by the society;

(b) at least 10 subordinate lodges have been
established into which the 500 applicants have been
admitted;

{c) there has been submitted to the commissioner, under
oath o©f the president, secretary, or corresponding cfficer

of the society, a 1list of =the applicants, glving their

-12-
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names, addresses, date each was admitted, name and number of
the subordinate lodge of which each applicant is a member,
amount of benefits to be granted, and premiums for benefits;:
and

(d) it has been shown to the commissioner, by sworn
statement of the treasurer or the corresponding officer of
the society, that at least 500 applicants have each paid in
cash at least one regular monthly premium. The aggregate
premiums must amount to at least $150,000. The advance
premiums musc pe held in trust during the pericd £
organizatien. If the society has not gualified for a
cercificate of authority within 1 year, unless extended as
provided in subsection (3}, the premiums must be returned te
the applicants.

(5) The commissioner may in his discretion require and
examine additional information he considers advisable. Upon
presentation of satisfactory evidence that the sociery has
complied with all the provisions of law, the comm:issioner
shall issue a certificate of authority to the scciety,
authorizing it to transact business pursuant to the
provisions of [sections 1 through 37). The certificate of
authority is prima facie evidence of the existence of the
society at the date of the certificate. The commissioner
snall record the certificate of authority.

(6) A& society authorized to transact business in this

-1 3_
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state on January 1, 1992, is not required to reincorporate.

(7) An unincorporated or voluntary association may not
transact business in this state as a society. Every
voluntary assocliation incorporated as provided in section
629{2), Chapter 286, Laws of 19%9, may incur the obligations
and enjoy the benefits of a society as if it were originally
incorporated, and the corporation is considered a
continuation of the original wvoluntary association. The
officers must be elected and serve as provided in its
articles of incorpeoration. Incerporatien of a wvoluntary
association does ner affect exlsting suits, claims, or
contracts.,

NEW SECTION. Section 11. Amendments to laws. (1} A
domestic society may amend its laws in accordance with its
provisions by action of ics supreme governing body at any
reqular or special meeting or, 1if its laws provide, by
referendum. The referendum may be held in accordance with
the provisions of its laws by a vote of the voting members
of the society, by a vote of delegates or representatives of
voting members, or by a vote of local lodges. A society may
provide for wvoting by mail. An amendment submitted by
referendum may not be adepted unless, within 6 months from
the date of submission, a majority of the members wvoting
have signitied their consent to the amendment.

(2) An amendment to the laws of a domestic society does

-14-
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not Ltake effect unless approved by the commissioner of
insurance, who shall approve the amendment if he finds that
it has Dbeen adopted and is not inconsistent with any
requirement of the laws of this state or with the characrter,
objectives, and purpeses of the society. Unless the
commissioner disapproves an amendment within 60 days afrter
its filing, the amendment is considered approved. The
approval or disapproval of the commissioner must be in
writing and mailed to the secretary or corresponding officer
of the society at i1ts principal office. If the commissioner
disapproves an amendment, the reascons for the disapproval
must be stated in the written notice.

(3) Within 90 days of approval by the commissioner, all
amendments or a synopsis of the amendments must be furnished

to all members of the society, either by mail or by

publicacion in full in <the official publication of the
society.
(4) A foreign o©or alien socliety authorized to do

business in this state shall file with the commissioner a
certified copy of all amendments of or additions to its laws
within 90 days after their enactment.

{5) Printed copies of the laws, as amended, that are
certified by the secretary or a corresponding officer of the

scclety are prime facie evidence of their lega! adoption,
Y

NEW SECTION. Section 12. Institutions. (1) A society
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may create, maintain, and operate, oOr may establish
arganizations to operate, not-for-profit institutions to
further the purposes permitted by [section 5]. The
institutions may furnish services free or at a reasonable
charge. Any real or personal property owned, held, or leased
by the society for these purposes must be reported in every
annual statement but may hot be allowed as an admitted asset
of the society.

(2) A society may not own or operate funeral homes or
undertaking establishments.

NEW SECTION. Section 13. Reinsurance. (1) A domestic
society may, by a reinsurance agreement, cede any individual
risk or risks in whecle or in part to an insurer, other thnan
another fraternal benefit society, having the power to make
the reinsurance and authorized to do business in this state
oI, if not authorized to do business in this state, an
insurer that is approved by the commissioner of insurance. &
society may not reinsure substantially all of its insurance
in force without the written permission of the commissioner.
A soclety may take «credit for the reserves on the ceded
risks to the extent reinsured. A credit may not be allowed
as an admitted asset or as a deduction from liability to a
ceding scociety for reinsurance made, ceded, renewed, or
otherwise hecoming effective orn o2r after July 1, 1992,

unless the reinsurance is payable by the assuming insurer on

._16..
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the basis of the liability of the ceding society under the
contract or contracts reinsured without diminution because
of the insolvency of the ceding society.

(2) Notwithstanding the limitation in subsecticn (1), a
society may reinsure the risks of another society in a
consolidation or merger approved by the commissioner under
[section 14].

NEW SECTION. Section 14. consolidations and mergers.
(1) A domestic society may consolidate or merge with any
other society by complying with the provisions of this
section. The consolidated or merged society shall file with
the commissioner of insurance:

{a) a certified copy of the written contract containing
in full the rterms and conditions of the conselidation or
merger:;

{b) a sworn statement by the president and secretary or
corresponding officers of each society showing the financial
condition of each society on a date fixed by the
commissioner, but not earlier than December 31 preceding the
date of the contract;

{c) a certificate of the officers of each society,
verified by their respective caths, that the consolidation
or merger has been approved by a two-thirds vote of the
supreme governing body of each saciety, helid at a regular or

special meeting of each bcedy or, 1f the society's laws

-17-
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permit, by mail; and

{d) evidence that at least 60 days pricr to the action
of cthe supreme governing body of each society, the text of
the contract was furnished to all members of each socciety,
either by mail or by publication in full in the official
publication of each society.

(2)y 1If the commissioner finds that the contract
containing the terms and conditions of the praposed
consolidation or merger is in conformity with this section,
tnat cne financial statements are correct, and that the
consolidation or merger is just and equitable to the members
of each society, the commissioner shall approve the contract
and issue a certificate approving the contract.

(3) Upon approval, the «contract is in full force and
effect unless a society that is a party to the contract is
incorporated under the laws of any other state, district,
territory, province, ©or country. in that event, the
conselidation or merger is not effective until it is
approved as provided by the laws of that state, district,
territory, province, or country and a certificate of
approval has been filed with the commissioner of insurance
of this state.

(4) When the consolidation or merger becomes effective,
ali  the righrs, franchises, and interescs of the

consolidated or merged societies in and to every type of

_18_
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property, real, personal, or mixed, and things in action
pertaining to the property are vested in the society
resulting from or remaining after the consolidation or
merger withcut any other instrument, except that convevarces
of real property may be evidenced by deeds. The title to any
real property or interest in real property vested under the
laws of this state in any of the societies consolidated or
merged may not revert or be impaired by reason ocf the
conscolidation or merger, but the title vests in the society
resulting from or remaining after the consolidation or
merger

(5} Tne affidavit of any officer of the society or of
anyone authorlized by the socliety to mail a notice or
document, stating that the notice or document has been
addressed and mailed, is prima facie evidence that the
notice or document has been furnished to the addressees.

NEW SECTION. Section 15. conversion of a society into
a mutual life insurance company. A deomestic society may be
converted and licensed as a mutual life insurance ccmpany by
compliance with all the applicable requirements of Title 33
if the plan of conversion has been approved by the
commissioner of insurance. The board of directors shall
prepare a written plan of conversion that sets fortnh in full
the terms and conditions of conversion. An affirmative vore

of  two-thirds of all members of the supreme governing body
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at a regular or special meeting is necessary for the
approval of the plan. A conversion may not take effect
unless approved by the commissicner, who may approve the
conversion if he finds that the proposed change is in
conformity with the requirements of law and not prejudicial
to the certificate holders of the sorciety.

NEW SECTION. Section 16. Benefits. (1) A society may
provide the following contractual benefits in any form:

(a) death benefits;

(b) endowment benefits;

{¢) annuity benefics;

(d) temporary or permanent disability benefits;

(e) hospital, medical, or nursing benefits;

(f) monument or tombstone benefits to the memory of
deceased members; and

(g) other benefits authorized for life insurers that
are not inconsistent with {sections 1 through 37}.

{2) A scociety shall specify in its rules those persons
who may be issued or covered by the contractual benefits in
subsection (1), consistent with providing benefits to
members and their dependents. A soclety may provide benefits
on the lives of children under the minimum age for adult
membership upon application of an adult person,

NEW SECTION. Section 17. Beneficiaries. (1) The owner

of a benefit contract may change the beneficiary or
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beneficiaries in accordance with the laws or rules of the
society wunless the owner waives this right by specifically
requesting in writing that the beneficiary designaticn be
irrevocable. A society may, through its laws or rules, limit
the sccpe of beneficiary designations and shall provide that
a revocable beneficiary may not have or obtain a vested
interest in the proceeds of a certificate until the
certificate beccmes due and payable under the provisions of
the benefit contract.

{2) A society may maxke provision for the paymeat of
funeral benefits of up to $500 under a certificate due tc a
person entitled to payment for the burial of a member.

{3) If, at the death of any person insured under a
benefit contract, there is no lawful beneficiary to whom the
proceeds are payable, the amount of the benefit, except to
the extent that funeral benefits may be paid as provided in
subsection (2), is payable to the estate of the deceased. If
the owner of the certificate is a person other than the

insured, the proceeds are payable to the owner.

NEW SECTION. Section 18. Benefits not attachable.
Money or other benefits, charity, relief, or aid to be paid,
provided, or rendered by a society i1s not liable to
attachment, garnishment, or other process and may not be

seized, taken, appropriated, or applied by any legal or

equitable process cor operation of law to pay any dept

Q
[
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liability of a member, a beneficiary, or any other person
who may have a right to the benefit, either before or after
payment by the society.

NEW SECTION. Section 19. Benefit contract. (L) A
society authorized to do business in this state shall issue
to the owner of a benefit contract a certificate specifying
the amount of benefits provided. The certificate must state
that the certificate, together with any attached riders or
endorsements, the laws of the society, the application for
membership, the application for insurance and declaration of
insurability, if any, signed by the applicant, and all
amendments to each, constitutes the benefit contract, as of
the date of issuance, between the society and the owner. A
copy of the application for insurance and declaration of
insurability, if any, must be endorsed upon or attached to
the certificate. All statements on the application must be
representations and not warranties. Any waiver of this
provision is void.

{2) Any changes, additions, or amendments to the laws
of the society made or enacted after the issuance of the
certificarte bind the owner and the beneficiaries and control
the benefit contract in all respects as if the changes,
additions, or amendments were in force at the time of the
application for insurance. Howewver, a change, addition, or

amendment does qnot destroy or diminish benefits that the
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society contracted to give the owner as of the date of
issuance.

{(3) A person upon whose 1life a benefir contract is
issued before attaining the age of majority is bound by the
terms of the application and certificate and by all the laws
and rules of the society to the same extent as though the
age of majority had been attained at the time of
application.

(4) A society shall provide in its laws that 1if its
reserves for one or more classes of certificates become
impaired, its becard of directors or corresponding body may
require that the owner of a certificate pay te the society
the amount of the owner's equitable proportion of the
deficiency as ascertained by its beard and that if the
pavment is not made either:

{a) it is an indebtedness against the certificate and
draws interest not to exceed the rate specified for
certificate loans under the certificates:; or

(b} in lieu of or in combination with the provisions of
subsection (4)(a), the owner of the certificate may accept a
proportionate reduction in benefits under the certificate.

(5) The society may specify the manner of election and
which alterpnarive under subsection (4) is to be presumed if
na electicon is made.

{6) Copies of any of the documents mentiocned in this
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section, certified by the secretary or corresponding officer
of the society, must be received in evidence concerning the
terms and conditions of the documents.

(7) A certificate may not be delivered or issued for
delivery in this state unless a copy cf the form has been
filed with the ceommissioner of insurance in the manner
provided for policies issued by life and disability insurers
in this state. Certificates issued prior to 1 year after
July 1, 1992, must conform to the requirements provided by
the laws applicable immediately prior to July 1, 1992. A
life, disabilitv, or annuity certificate issued on or after
1l year from July 1, 1992, must meet the standard contract
provision requirements not inconsistent with [sections 1
through 37] for policies issued by 1life and disabilicy
insurers in this state, except that a society may provide in
its certificates for a grace periecd of 1 month for payment
of premiums. The certificate must contain a provision
stating the amount of premiums payable under the certificate
and a provision reciting or setting forth the substance of
any sections of the society's laws or rules in force at the
time of issuance of the certificate that, if violated, will
result in the termination or reduction of benefits payakbie
under the certificate. If the laws of the society provide
for the expulsion or suspension of a member, the certifloars

must contain a provislion that a member expelliocu  or
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suspended, except for nonpayment of a premium or within the
contestable period for material misrepresentation in the
application for membership or insurance, has the privilege
of maintaining the certificate in force by continuing
payment of the required premium.

{8) Benefit contracts issued on the lives of persons
below the society’'s minimum age for adult membership may
provide for transfer of control of ownership to the insured
at an age specified in the certificate. A society may
require approval cof an applicartion for membership in order
to effect this transfer, and it may provide 1in all other
respects for the regulation, government, and control of the
certificates and all rights, obligations, and liabilities
incident to and connected with the transfer. Ownership
rights prior to the transfer must be specified in the
certificate,

{83) A society may specify the terms and conditions on
which benefit contracts may be assigned.

NEW SECTION. Section 20. wNonforfeiture benefits, cash
surrender values, certificate loans, and other optiocns. For
certificates issued prior to 1 year after July 1, 1992, the
value o©f every paid-up nonforfeiture benefit and the amount
of any cash surrender value, loan, or cother opticen granted
must comply with the provisions of law appl.cable

immediately prior toc July 1, 1992.
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NEW SECTION. Section 21. Investments. (1) A society
may invest its funds only in investments authorized by the
laws of this state for the investment of assets of life
insurers. A foreign or alien society that is permitted or
seeking to do business in this state and that invests its
funds in accordance with the laws of the state, district,
terrirtory, province, or country where it is incorpecrated
meets the requirements of this section for the investment of
funds.

{(2) Ewvery paid-up nonforfeiture benefit and the amount
of any cash surrender value, loan, or other option granted
in certificates issued on or after 1 year from July 1, 1992,
for which reserves are computed on the commissioner of
insurance's 1941 standard ordinary mortality table, the
commissioner’'s 1941 standard industrial mortality table, the
commissioner's 1958 standard ordinary mortality table, the
commissioner's 1380 standard ordinary mortality table, or
any more recent taple made applicable to life insurers may
not be less than the corresponding amount applicable to life
insurers issuing policies containing similar benefits based
upon the tables.

NEW SECTION. Section 22. Punds. (1) All assets must be
held, invested, and disbursed for the use and benefit of the
society, and a member or beneficiary may not have cr acquire

individual rights in assets or become entitled to any
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apportionment on the surrender of any part of the assets
except as provided in the benefit contract.

(2) A society may create, maintain, invest, disburse,
and apply any special fund or funds necessary to carry out
any purpose permitted by the laws of the society.

{3) Pursuant to a resclution of its supreme governing
body, a society may establish and operate one or more
separate accounts and issue contracts on a variable basis,
subject to the provisions of law regulating life insurers
establishing similar accounts and issulng similar contracts.
To the extent the society considers it necessary in order to
comply with any applicable federal or state laws or any
rules issued under those laws, the society may adeopt special
procedures for administering a separate account and may, for
persons having beneficial interests in a separate account,
provide special voting and other rights, including without
limitaticn special rights and procedures relating to
investment policy, investment advisory services, selection
of certified public accountants, and selectien of a
committee to manage the business and affairs of the account.
A society may issue contracts on a variable basis to which
the provisions of [section 19(2) and (4)] do not appiy.

NEW SECTION. Section 23. Taxation. A society organized
or licensed under [sections 1 througn 37) is & charitable

and benevolent institution, and all of its funds are exempt
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from all state, county, district, municipal, and school

taxes other than taxes on real estate and office eguipment.

NEW SECTION, Section 24. valuation. (1) Standards of
valuation for certificates issued prior to 1 year after July
<y 1992, must be those provided by the laws applicable
immediately prior to July 1, 1992z,

(2) {a) The minimum standards (<34 valuation for
certificates issued on or after 1 year from July 1, 1992,
must be based on the following tables:

(1) Ffor certificates of life insurance-~-the
commissioner of insurance's 1941 standard ordinary mortality
table, the commissioner's 1941 standard industrial mortality
table, the commissioner’s 1958 standard ordinary mortality
table, the commissioner's 1980 standard ordinary mortality
table, or any more recent table made applicable to 1life
insurers;

(ii) for annuity and pure endowment certificates, for
toral and permanent disability benefits, for accidental
death benefits and for noncancelable accident and health
benefits--the tables authorized for use by life insurers in
this state.

(b} All of the certificates must be wvalued under
valuation methods and standards, including interesgt

assumptions, that are in accordance with the laws of this

state applicable to 1life insurers that issue pelicies
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containing similar benefits.

(3) The commissioner may accept other standards for
valuation if he finds that the reserves produced by the
valuation will not be less in the aggregate than reserves
computed in accordance with the minimum valuation standard
prescribed in this section. The commissioner may vary the
standards of mortality applicable to all benefit contracts
on substandard lives or other extrahazardous lives by a
society authorized to do business in this state.

(4) A soclety, with the ccnsent of the cocmmissiczner of
insurance of the state of domicile of the society and under
conditions, if any, that the commissicner may impose, may
establish and maintain reserves on its certificates in
excess of required reserves, but the contractual rights of a
benefit member may not be affected by the excess reserves.

NEW SECTION, Section 25. Reports —- fee. Reports must
be filed in accordance with the provisions cf this section.

{1} On or before March 1 of each year, unless for cause
shown the time has been extended by the commissioner of
insurance, a society that transacts business in this state
shall file with the commissioner of insurance a statement of
its financial conditien, transactions, and affairs for the
preceding calendar year and pay a filing Efee of $25. The
statement must be in the general form and context approved

by the national association cf insurance commissioners [or
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fraternal benefit societies and as supplemented by
additional information regquired by the commissioner.

(2} As part of the annual statement, each society
shail, on or before March 1, file with the commissioner a
valuation of its certificates in force on the preceding
December 31. The commissicner may, for cause shown, extend
for not more than 2 calendar months the time for filing the
valuation. The valuation must be done in accordance with the
standards specified in [section 24]. The wvaluation and
underlying data must be certified by a qualified actuary or,
at the expense of the society, verified by the actuary of
the department of insurance of the state of domicile of the
saciety.

(3) A society that fails to file the annual statement
in the form and within the time provided by this section
shall forfeit $100 for each day during which the failure
continues, and, upon notice by the commissioner to that
effect, its authority to do business in this state ceases

while the default continues.

NEW SECTION. Section 26. Annual certificate -- fees.
(1) A soclety may not insure a risk in this state unless it
holds a certificate of authority issued to it by the
commissioner of insurance.

(2) A soriety's certificate of authority c¢ontinues in

force as long as the society is entitled to it under
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[sections 1 through 37] and until suspended, revoked, or
otherwise terminated. However, continuance of the
certificate by the society is conditioned upon payment
before May 15 of each year of a continuaticn fee of §$10. The
fee must be deposited by the commissioner of insurance with
the state treasurer to the credit of the state general fund.

{3} If a society does not continue its certificate of
authority in accordance with subsection (2), its certificate
of authority expires at midnight on the May 31 following its
failure to continue it in force. In rthat case, the
commissicner shall promptly norify :the scciety of the
impending expiration of its certificate of authority.

(4) The commissioner may reinstate a certificate of
authority that a society has inadvertently permitted to
expire, after the society has fully cured all failures that
resulted in the expiration and upon payment by the society
cf a §25 Fee Ffor reinstatement in addition to the
continuation [Fee provided Cfor in subsection (2)}. If a
certificate is not reinstated, the commissioner may grant a
society another certificate of authority only after the
society files an applicaticn for a certificate of authority
and meets all other requirements for an original certificate
of authority in this state.

{5) The commissioner may amend a certificate of

authority at any time to conform to changes in a society's
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charter of insuring powers.

(6} A certified copy or duplicate of a certificate of
authority is prima facie evidence that the scciety 1is a
fraternal benefit socliety within the meaning of [sections 1
through 371.

NEW SECTION. Section 27. Examination of societies. (1)
The commissioner of insurance ©r any person he may appoint
may examine any domestic, foreign, or alien society
transacting or applying for admission t¢ transact business
in this state in the same manner as authorized for
examnination of domestic, foreign, or alien insurers,
Requirements of neotice and an opportunity to respond before
findings are made public, as provided in the laws regulating
insurers, are applicable to the examination of societies.

{2) The expense of each examination and of each
valuation, including compensation and actual expenses of
examiners, must be paid by the society examined or whose
certificates are wvalued, upon statements furnished by the
commissioner,

NEW SECTION. Section 28B. Foreiqn or alien society -—-—
admission. (1) A foreign or alien society may not transact
business in this state without a license issued by the
commissioner of insurance. A foreign or alien society
desirirng admission to this state shall comply substantially

with the requirements and limitations of [sections 1 through
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37] applicable to domestic societies. A society may be
licensed to transact business in this state upon £iling with
the commissioner:

(a}) a certified copy of its articles of incorporation;

(b) a copy of its bylaws,rcertified by its secretary or
corresponding officer;

(c] a written appointment of the commissioner to be the
society's agent, as prescribed in [section 341];:

{d4) a statement of its business, under ocath of its
president and secretary or corresponding officers, in & form
prescribed by the commissioner, verified by an examination
made by the supervising insurance official of its home state
or other state, district, territory, province, or country
satisfactory to the commissioner of this state:

(e} certification from the proper official of its hcme
state, district, cterritory, province, or country that the
society is legally incorporated and licensed t© <transact
business in that Jjurisdiction;

(f) copies of its certificate forms; and

{(g) other information the commissioner considers
necessary.

{2) A foreign or alien society applying for authority
to transact business in this state must have the
gualifications required of domestic societies crganized

under [sections 1 through 37].
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NEW SECTION. Section 29. Injunction — liquidation —-—
receivership of domestic society. (1) The commissioner of
insurance shall notify a domestic society of a deficiency or
deficiencies and state in writing the reascons for his

dissatisfaction,

whenever the commissioner, upon
investigaticn, f£inds that the society:
(a) has exceeded its powers;
(b} has failed to comply with any provision of

{secticns 1 through 37];

(c}y is not fulfilling its contracts in good faith;

{(d) has a membership of less than 400 after an
existence of 1 year or more; or

(e) 1is conducting business fraudulently or in a manner
hazardous to its members, creditors, the public, or the
business.

{2) Whenever a deficiency or deficiencies are found,
the commissioner shall issue to the society a written notice
that reguires the deficiency or deficiencies to be
corrected. The society shall within 30 days comply with the
commissioner's reguest for correction. If the society falils
to comply, the commissioner shall notify the society of the
noncompliance and require the scociety to show cause by a
stated date why it should not be enjocined from transacting
business until the violatior ccmplained of is corrected or

why an action 1in guo warranto should not be commenced
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against the socliety.

(3) If the society does not present sufficient reasons
why it should not be enjoined from transacting business or
why the quo warranto action should not be c¢ommenced, the
commissioner may present the facts relating tc his
determination to the attorney general who shall, if he finds
that the cilrcumstances warrant, commence an actlon to enjoin
the society from transacting business or an action in gquo
warranto.

{(4) The court shall notify the officers ¢f the society
of a hearing. If after a hearing L. appears that the scciety
should be enjoined or ligquidated or that a receiver should
be appcinted, the court shall enter the necessary order. A
society enjoined from transacting business may not do
business until:

fa} the commissioner finds that tnhe violation
complained of has been corrected;

{b} the costs of the acticn have been paid by the
society if <the court finds that the society was in default
as charged;

{c) the court has dissolved its injunction; and

fd) the commissioner has reinstated the certificate of
authority.

(5) If the ccurt orders the society liquidated, it is

enjoined from transacting any further business. The receiver
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of the society shall proceed at once to take possession of
the books, papers, money, and other assets of the soclety
and, under the direction of the court, proceed to close the
atfairs of the society and distribute its funds to those
entitled to the funds.

(6) An action under this section may not be recognized
in any court of this state unless brought by the attorney
general upon regquest of the commissioner. The court shall
appoint the commnissioner as the receiver for a domestic
society.

(7) The previsions of this section relating to hearing
by the commissioner, action by the attorney general at the
request of the commissioner, hearing by the court,
injunction, and receivership apply to a society that
voluntarily decides to discontinue business.

NEW SECTIoN. Section 30. Suspension, revocation, or
refusal of license of foreign or alien scciety. {1} The
commissiconer of insurance shall notify a foreign or alien
society of a deficiency or deficiencies and state in writing
the reasons for his dissatisfaction, whenever the
commissioner, upon investigation, finds that the society
transacting or applying to transact business in this state:

{a) has exceeded its powers;

(b)Y has failed to comply with any of the provisions of

[sections 1 through 371;
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(c} 1is not fulfilling its contracts in good faith; or

(d) is conducting its business fraudulently or in a
manner hazardous to its members, creditors, or the public.

(2) wWhenever a deficiency or deficiencies are found,
the commissioner shall issue to the society a written notice
that requires the deficiency or deficiencies [ofe) be
corrected. The society shall within 30 days comply with the
commissioner's request for correction. If the society fails
to comply, the commissioner shall notify the society of the
noncompliance and require the society to snow cause by a
stated date why its authority to do business in this state
should not be suspended, revoked, or refused.

(3} If the society does not present sufficient reason
why its authority to do business in rhis state should not be
suspended, revoked, or refused, the commissioner may:

(a) suspend or refuse the authority of the society to
do business in this state until satisfactory evidence is
furnished to the commissioner that the suspension or refusal
should be withdrawn; or

(b) revoke the authorirty of the scciety to do business
in this state.

(4) MNothing in this section may be construed as
preventing any society <from continuing in good faith all
contracts made in this state during the time the scclety was

legally authorized to transact business in this state.
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NEW SECTION. Section 31. Injunction. An application or
petition for injunction against any domestic, foreign, or
alien society or lodge of a scciety may not be recognized in
any court of this state unless made by the attorney general
upon request of the commissioner of insurance.

NEW SECTION., Section 32. pProducer licensing. (1) A
society's insurance producer must be considered to an be
insurance preducer and is subject to the same licensing
reguirements as insurance producers under Title 33, chapter
17, except that an examination is not required of an
individual who 1is licensed 1in this state as an insurance
producer for a society as to the kind of insurance to be
transacted on or before October 1, 1981, and who continues
to be licensed as an insurance producer.

(2) A society doing business in this state may not pay
to a person who is not a licensed insurance producer of the
society any commission or other compensation for any
services in obtaining 1in this state any new contract of

life, accident, or health insurance or any new annuity
contract.

NEW SECTION, Section 33. Unfair methods of competition
and unfair or deceptive acts and practices. A society
authorized to do business in this state and its insurance
producers are subject to the provisions of [sections 1

through 37] that relate to unfair or deceptive trade
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practices. However, nothing in {secticns 1 through 37] may
be construed as applying to or affecting the right of a
soclety to determine its eligibility requirements for
membership or be construed as applying to or affecting the
offering of benefits exclusively to members or persons
eligible for membership in the society by a subsidiary
corporation or affiliated organization of the society.

NEW SECTION. Section 34. Commissioner as  agent -
service of process -—- procedure -- fee. (1) A society
authorized to do business in this state shall appoint in
writing the commissioner of insurance as its agent upon whom
all lawful process in any action or proceeding against it
must be served. The society shall agree in writing that any
lawful process against it that is served on the commissioner
is of the same legal forece and validity as if it had been
served upcon the society. The appointment continues in force
as long as any liability remains outstanding in this state,
Copies of the appointment, certified by the commissioner,
may be admitted in evidence.

(2) Service may be made only upon the commissioner or,
if absent, upon the perscn in charge of the commissioner's
office. Service must be made in duplicate and constitutes
service upon the society. When legal process against a
society is served upon the commissioner, the commissioner

shall forward one of the duplicate copies by certified mail
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to the secretary or corresponding officer of the society.
The service may not require a society to [file its answer,
pleading, or defense in less than 30 days from the date of
mailing the copy of the service to the scciety.

{3) Legal process may not be served upon a society
except in the manner provided in this section.

(4) At the time of serving any process upon the
commissioner, the plaintiff or complainant in the action
shall pay to the commissioner a fee of $2.

NEW SECTION. Section 35. Review. All decisions and
findings of cthe commissicner of insurance made under the
provisions of [sections 1 through 37] are subject to review
by the court in accordance with the provisions of 33-1-711.

NEW SECTION, Section 36. penalties. (1) A person who
makes a false or fraudulent statement in or relating to an
application for membership or for the purpose of obtaining
money from a benefit in any society 1s guilty of a
misdemeanor.

(2) A person whco sclicits membership for, or in any
manner assists in procuring membership in, any society not
authorized to transact business in this state is subject to
an administrative fine, imposed hy the commissioner of
insurance, of not less than $25 or more than $500 for each
violation,

(3) A person convicted of a willful violation of, or
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neglect or refusal to comply with, any provision of
{sections 1 through 37} for which a penalty is not otherwise
prescribed shall be punished by a fine of not meore than
$1,000 for each violation and not more than $10,000 for ail

related violations.

NEW SECTION. Section 37. Exemption of certain
societies. (1) Nothing in [secticns 1 through 37) may be
construed to affect or apply to:

{ga) grand or subordinate lodges of societies, orders,
or associations deoing business in this state on July 1,
1992, that provide benefits exclusively through local or
subordinate lodges;

(b {i) orders, societies, or associations that admit
to membership only persons engaged in one or more crafts or
hazardous occupations or in the same or similar lines of
business and that insure only their own members and their
families; and

(ii) the ladies' societies or ladies' auxiliaries to
such orders, societies, or associations;

{c) domestic societies that limit their membership to
employees ©of a particular city or town, designated £firm,
business house, or corporation and that provide for a death
benefit of not more than $400 or disability benefits of not
more than $350 to any person in any 1 year, or both; or

(d) domestic societies or associations of a purely
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religious, charitable, or benevolent descripticen, which
provide for a death benefit of not more than $400 or for
disability benefits of not more than $350 to a person in any
1 year, or both.

(2) A soclety or association described in subsections
{l)(c) or (1){d) that provides for death or disability
benefits for which benefit certificates are issued and a
scciety or association included in subsection (1)(d) that
has more than 1,000 members are not exempt from the
provisions of [sections 1 through 37].

(3) A society that is exempt under this section from
the requirements of [sections 1 through 37], except a
society described in subsection (l)(b), may not give or
allow or promise to give or allow to any person any
compensation for procuring new members.

td) A society that provides for benefits in case of
death or disability resulting solely from accident and that
dces not obligate itself to pay natural death or sick
benefits has all of the privileges and is subject to all the
applicable provisions and requlations of [sections 1 through
37] except the provisions of {sections 1 through 37] that
relate to medical examination, valuations of benefit
certificates, and incontestability.

(5} The commissioner may require from a soclety or

association, Dby examination or otherwise, any information
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that will enable the commissioner to determine whether the
society or association is exempt from the provisions of
[sections 1 through 37].

{6€) A soclety that is exempt under the provisions of
this section is also exempt from all other provisions of the
insurance laws of this state.

Section 38. Ssection 31-2-106, MCA, is amended to read:

"31-2-106. Exempt property —— bankruptcy proceeding. No
individual may exempt from the property of the estate in any
bankruptcy proceeding the property specified in 11 U.S.C.
522(d). An individual may exempt Ffrom the preperty of the
estate in any bankruptcy proceeding:

(1) that property exempt from execution of judgment as

provided in 19-3-105, 19-4-706., 19~5-704, 19-6-705,
18-7-705, 19-8-8405, 19-9-1006, 19-10-504, 19~-11-612,
19-13-1004., 19~21-212, Title 23, chapter 13, part &6,

33-2-5%% [section 18], 33-15-512 through 33-15-514,

35-10-502, 39-51~3105, 39-71-743, 39-73-110, 53-2-607,
53-9-129, Title 70, chapter 32, and 80-2-245;

(2) the individual's right to receive unemployment
compensation and unemployment benefits; and

{3) the individual's right to receive benefits from or
interest in a private or governmental retirement, pension,

stock bonus, profit-sharing, annuity, or similar plan or

contract on account of iliness, disability, death, age, or
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length of service, excluding that portion o¢f contributions
made by the individual within 1 year before the filing of
the petition in bankruptcy which exceeds 15% of the
individual's gross income for that l-year period, unless:

{a) the plan or contract was established by or under
the auspices of an insider that employed the individual at
the time the individual's rights under the plan or contract
arose;

(b) the benefit is paid on account of age or ilength of
service; and

{(¢) the plan or contract does not qualify under section
401(a), 403(a), 403(b), 408, or 409 of the Internal Revenue
Code of 1954 (26 U.S.C. 40l(a), 403(b), 408, or 409)."

Section 39. section 33-22-1703, MCA, is amended to
read:

"33-22-1703. Definitions, As used in this part, the
following definitions apply:

(1) "Emergency services” means services provided after
suffering an accidental bodily injury or the sudden onset of
a medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain) that without
immediate medical attenticn the subscriber or insured could
reasonably expect that:

(a}) his health would be in serious jeopardy;

{b) his bodily functions would be seriously impaired;



10
11
12
13
143
15
186
17
18
19
20
21
22
23
24

25

LC 1438/01

or

(¢} a bodily organ or part would be seriously damaged.

{(2) "Health benefit plan" means the health insurance
policy or subscriber arrangement between the insured or
subscriper and the health care insurer that defines the
covered services and benefit levels available.

{3} "Health care insurer" means:

(a) an insurer that provides disability insurance as
defined in 33-1-207;

(b} a healch service corporaticn as defined in
33-30-101;

{c) a health maintenance organization as defined in
33-31-102;

{d) a fraternal benefit society as defined described in
33-7-382 [section 11;

(e} an administrator as defined in 33-17-102; or

{£) any other entity regulated by the commissioner that
provides health coverage.

(4) “"Health care services" means health care services
or products rendered or sold by a provider within the scope
of the provider's license or legal authorization or services
provided under Title 33, chapter 22, part 7.

(5) “Insured" means an individual entigled Lo
reimbursement Eor expenses of health care services urnder a

policy or subscriber contract issued or administered by an
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insurer.

(6) "Preferred provider"” means a provider or group of
providers who have contracted to provide specified health
cdare services.

{7) "Preferred provider agreement” means a contract
between or on behalf of a health care insurer and a
preferred provider.

(8) "Provider" means an individual or entity licensed
cr legally authorized to provide health care services or
services covered within Title 33, chapter 22, part 7.

{9) "Subscriber" means a certificate holder or other
person on whose behalf the health care insurer is providing
or paying for health care coverage."

NEW SECTION. Section 40. Repealer. Sections 33-7-101,
33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7-112, 33-7-113,
33-7-114, 33-7-115, 33-7-116, 33-7-201, 33-7-202, 33-7-203,
33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211, 33-7-212,
33-7-213, 33-7-301, 33-7-302, 33-7-303, 33-7-304, 33-7-105,
33-7-401, 33-7-402, 33-7-403, 33-7-404, 33-7-405, 33-7-406,
331-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504, 33-7-505,
33-7-506, 3I3~7-507, 33-7-508, 33-7-509, 33-7-510, 33-7-511,
33-7-512, 33-7-513, 33-7-514, 33-7-51%, 33-7-516, 33-7-517,
33-7-518,

33-7-519, 33-7-525, and 33-7-526, MCA, are

repealed.

NEW SECTION, Section 41, severability. IE a part of

..46_
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{this act] 1is invalid, all valid parts that are severable
from the invalid part remain in effect. IEf & part of ([this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 42. Effective date. (This act] is
effective January 1, 1992.

—-End-

-3 7 -
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DESCRIPTION OF PROPOSED LEGISLATION:

The bill would generally revise the laws relating to fraternal benefits societies.
ASSUMPTIONS :

1. Fees paid by fraternal benefit societies to the Insurance Program in the State Auditor’'s Office remain the same under

this bill.

2. No additional staff or increases in resources will be required by the State Auditor’s Office as a result of this bill.

FISCAL IMPACT:

None.

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES;

None
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APPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOPMENT

HOQUSE BILL NO. 651

INTRODHOCED BY HARRINGTOM

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO FRATERNAL BENEFIT SOCIETIES; AMENDING
SECTIONS 31-2~106 AND 33-22-1703, MCA: REPEALING SECTIONS
33-7-101, 33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7-112,
33-7-113, 33-7-114, 33-7-115, 33-7-116, 33-7-201, 33-7-202,
33-7-203, 33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211,
33-7-212, 33-7-213, 33-7-301, 33-7-302, 33-7-3G3, 33-7-304,
33-7-30S, 33-7-401, 33-7-402, 33-7-403, 33-7-404, 33-7-40S5,
33-7-406, 33-7-407, 33-7-501, 33-~7-502, 33-7-503, 33-7-504,
33-7-505, 33-7-506, 33-7-507, 33-7-508, 33-7-509, 33-7-510,
33-7-511, 33-7-512, 33-7-513, 33-7-514, 33-7-515, 33-7-516,
33-7-517, 33-7-518, AND 33-7-519, 33-3-5257-ANB-33-7-5267
MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE QF MONTANA:
NEW SECTION. Section 1. Fraternal benefit societies.

Any incorporated or unincorporated society, ORDER, OR

SUPREME LODGE, without capital stock, including a society
exempted under the provisions of {section 3% 38(1)(B)], that
is conducted solely Eor the benefit of its members and their
beneficiaries and not for profit, that 1s operated on a

lodge system with ritualistic forms of work, thar has a
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representative form of government, and that provides
benefits in accordance with [sections 1 through 37 381, is a
fraternal benefit society.

NEW SECTION. Section 2. Lodge system. (1) A society is
operating on the lodge system if it has a supreme governing
body and subordinate lodges into which members are elected,
initiated, or admitted in accordance with its laws, rules,
and ritual. Subordinate lodges must be required by the laws
of the society to hold regular meetings at least once a
month in furtherance of the purpcses of the society.

(2) A society may organize and operate lodges for
children under the minimum age for adult membership.
Membership and initiation in local lodges may not be
required of children, and children may not have a voice or
vote in the management of a society.

NEW SECTION. Section 3. Representative form of
government. (1) A soclety has a representative form of
government if it has a supreme governing body organized as
provided in subsection (2) or (3).

(2) (a) The supreme governing body may be an assembly
composed of delegates who meet the criteria of subsection
{(5) and who are elected either by the members directly or at
intermediate assemblies or conventions of members or their
representatives, rtogether with cther delegates as may be

prescribed in the society's laws. A society may provide for

s HB 651
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election of delegates by mail.

(b} The relegates elected must be a majority of
delegates and may not have less than a majority of the votes
and not less than the number of votes required to amend the
society's laws. The assembly must be elected and shall meet
at least once every 4 vyears and shall elect a board of
directors to conduct the business of the society between
meetings of the assenbly.

{c) Vacancies on the board of directors may be fiiled
in the manner prescribed by the society’s laws.

(3) (a) [i) The supreme governing body may be:

(A} a board composed of perscons who meet the criteria
of subsection (5) and who are elected by the members, either
directly or by their representatives in intermediate
assemblies; and

(B} any other persons prescribed in the society's laws.

fii) A society may provide for election of the board by
mail.

(b) The term of a board member may not exceed 4 years.
Vacancies on the becard may be filled in the manner
prescribed in the society's laws.

{c) The persons elected to the board must be a majority
of the board and may not be less than the number of votes
required to amend the society's laws. & person filling an

unexpired term of an elected board member is considered to
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be an elected board member.

(d} The board shall meet at least quarterly to conduct
the business of the society.

t4) The officers of the society must be elected either
by the assembly or by the board of directors, either of
which constitutes the supreme governing body.

(5) Only benefit members are eligible for election to
the assembly, the board of directors, or an intermediate
assembly.

(6) Each wvoting member shall nave one vete. A vote may

not be cast by proxy.

NEW SECTION. Section 4. pefinitions. As  used in
[sections 1 through 3% 38], unless the context requires
otherwise, the following definitions apply:

(1) "Benefit contract” means the agreement for
provision of authorized benefits described in [secticn 16]}.

{(2) "Benefit member" means an adult member who is
designated by the laws or rules of the society to be a
benefit member under a benefit contract.

{3) "Certificate" means the document issued as written
evidence of the benefit contract.

(4) "Laws" means the society's articles of
incorporation, charter, constitution, and bylaws.

{5) "Lodge" means subordinate member wunits of the

society, known as camps, courts, councils, or branches or by

-4- HB 651
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any other designation.

{6) "Premiums" means premiums, rates, dues, or other
required contributions that are payable under the
certificate,

{7) "Rulesi means all rules, regulations, or
resclutions that are adopted by the supreme governing body
or board of directors and that are intended to have general
application to the members of the society.

(8) "Society" means a Eraternal benefit society
described in [section 1]. The term includes an order or

supreme lodge.

NEW SECTION. Section 5. purposes and powers. (1) A
society shall operate for the benefit of members and their
beneficiaries by:

(a) providing benefits as provided in [section 16]; and

(b) providing for one or mere social, intellectual,
educational, charitable, benevolent, moral, fraternal,
patriotic, or religious purposes, which may be extended to
others, The purposes may be carried out directly by the
society or indirectly through subsidiary corporations or
affiliated organizations,

(2) & society may adopt laws and rules for the
government of the scciety, the admission of its members, and

the management of its affairs. It may amend laws and rules

and exercise powers necessary a4and incidental to the
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objectives and purposes of the society.

NEW SECTION. Section 6. Qualification for membership.
(1) A society shall specify in its laws or rules:

(4) eligibility standards for each class of membership.
However, if benefits are provided on the lives of children,
the minimum age for adult membership must be set at not less
than 15 years of age and not more than 21 years of age.

{b} the process for admission tc each membership class;
and

(c) the rights and privilages of each membership class.
However, only henefit members may vote on the management of
the insurance affairs of the society.

(2) A society may admit social members who have no
vaice or vote in the management of the insurance affairs of
the society.

(3) Membership rights in the society are personal to
the member and are not assignable.

NEW SECTION. $Section 7. Locatien of office -— meetings
~~ communication to memhers -—- grievance procedures. (1) The
principal office of a domestic society must be located in
this state. The meetings of its supreme governing body may
be held in any state, district, province, or territory where
the society has at least five subcordinate lodges or in a
lccation determined by the supreme governing body. All

business transacted at meetings is valid. The minutes of the

-6 HB 651
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proceedings of

the supreme governing body and cf the board

of directors must be in English.

{2} (a) A society may provide in its laws for an

officlal publication in which any notice, report, or

statement required by law toc be given to members, including

notice of election, may be published. Required reports,

notices, and statements must be printed conspicuocusly in the
publication. If the records of a society show that two or

more members have the same mailing address, an official

publication mailed to one member is considered to be mailed
te all members at the same address unless a member requests
4 separate copy.

(b) Not later than June 1 of each year, a synopsis of
the society'’s annual statement, providing an explanation of
the facts concerning the condition of the society, must be
printed and mailed to each benefit member of the society, or
the synopsis may be

published in the society's official

publication.

{3) A society may provide in its laws or rules for
grievance or complaint procedures for wmembers,

NEW SECTION. Section 8. No persconal liability. (1) The

officers and members of the supreme governing body or any
subordinate body of a society are not personally liable for
any benefits provided by a society.

(2) A person may be indemnified and reimbursed by a

-7= HB 651
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society for expenses reasonably incurred by and liabilities

imposed upon him in connection with or arising cut of an

action, =suit, or proceeding (whether civil, criminal,
administrative, or investigative) or threat thereof in which
the person may be involved by reascn of the fact that he is
or was a director, officer,

employee, or agent of the

seciety or of a firm, corporation, or organization that he
served in any capacity at the request of the society.

(3) (a) A person may not be indemnified or reimbursed
in relation to any matter in an action, suit, or proceeding:

(i) in which he is finally found to be guilty of breach
of a duty as a director, officer, employee, or agent of the
society; or

(ii) that is the subject of a compromise settlement.

{b) A person may be indemnified or reimbursed if he
acted in good faith for a purpose he reasonably believed to
be in, or not opposed to, the best interests of the society

AND, IN A CRIMINAL ACTICN OR PROCEEDING, IN ADDITION, HAD NO

REASONABLE CAUSE TO BELIEVE THAT HIS CONDUCT WAS UNLAWFUL.

(4) The determination of whether the person's conduct

met the standard required in order to justify

indemnification or reimbursement in relation to any matter
described in subsecticon (3) may be made only by the supremne

governing body OR BOARD OF DIRECTORS by a majority vote of a

gquorum consisting of persons who were not parties to the

-8- HB 651
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action, suit, or proceeding or by a court of competent
jurisdiction. The termination of an action, suit, or
preoceeding by a judgment, order, settlement, or conviction
or upon a plea of no contest, dces not create a conclusive
presumption that the person did not meet the standard of
conduct required in order to justify indemnification or
reimbursement, The right of indemnification or reimbursement
is not exclusive of other rights to which the perscn may be
entitled as a matter of law, and the right inures to the
benefit of his heirs, executors, and administrators.

{5} A director, officer, employee, member, or volunteer
of a soceciety who serves without compensation may not be held
liable, and a cause of action may not be brought, for
damages resulting from the exercise of Jjudgment or
discretion in connection with the person's duties or
responsibilities Eor the society unless the act or omission
involved willful or wanton misconduct.

() A soclety may purchase and maintain 1liability
insurance for acts incurred in the course and scope of the
position for a person whe is or was a director, officer,
employee, or agent of the society or who is or was serving
at the request of the =society as a director, officer,
employee, or agent of any other €£irm, corporation, or

organization.

NEW SECTION. Section 9. waiver. The laws of the
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society may provide that a subordinate body or any of its
subordinate officers or members may not waive any of the
provisions of the laws of the socciety. The provision is
binding on the society and every member and beneficiary of a
member .,

NEW SECTION., Section 10. oOrganization. A  domestic
society organized on or after January 1, 1992, must be
formed as follows:

{1) Ten or more citizens of the United States, a
majority of whom are residents of this state, who desire to
form a fraternal benefit society., may make, sign, and
acknowledge bhefore the-ccmmissiomer-of-—imsurance A NOTARY
PUBLIC, an application for a charter that states:

{a) the proposed corporate name of the scciety, which
may not so closely resemble the name of any society or
insurance company as to be misleading or ccnfusing;

{b) the purposes for which it is being formed and the
mode in which its corporate powers are to be exercised. The
purposes may not include more liberal powers than are
granted by {secticns 1 through 37 38].

(c) the names and residences of the incorporators and
the names, residences, and ocfficial titles of all the
officers, trustees, directors, or other persons who are t©o
have and exercise the general control of the management of

the affairs and tunds of the sociery for the first year or

-10- HB 651
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until the ensuing election at which all officers are elected
by the supreme g.verning body. The election must be held not
later than 1 year from the date of issuance of the permanent
certificate of authority.

{2) The application for a---echarter ARTICLES OF
INCORPORATION, certified copies of the society's bylaws and
rules, copies gf all proposed forms of certificates,
applications for certificates, and circulars to be issued by
the society, and a bond conditioned upon the return to
applicants of the advanced payments if the organization is
not completed within 1 year must be filed with the
commissioner, who may require further information considered
necessary. The bond, with sureties approved by the
commissioner, must be in an amount, not less than $300,000
or more than $1,500,000, required by the commissioner. All
documents filed must be in English. If the purposes of the
society conform to the reguirements of [sections 1 through
37 38} and all provisions of law have been complied with,
the commissioner shall certify, retain, and file the
articles of incorporation and furnish to the incorporators a
preliminary certificate of authority authorizing the society
to solicit members.

(3) A preliminary certificate of authority granted
under the provisions of this section is not wvalid after 1

year from its date of issuance or after an extended period.,
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not exceeding 1 vyear, as may be authorized by the
commigsioner upon good cause shown, unless the 500
applicants required under subsection (4) have been secured
and the organization has been completed. The charter and all
other proceedings under the charter are void 1 year from the
date of issuance of the preliminary certificate of authority
or at the expiration of the extended period, unless the
society has completed its organization and received a
certificate of authority to do business.

(4) Upon receipt of a preliminary certificate oF
authority from the commissicner, the society may solicit
members faor the purpose of completing its organization,
shall collect from each applicant the amount of not less
than one regular monthly premium in accordance with its
table o©of rates, and shall issue to each applicant a receipt
for the amount collected. A society may not incur a
liability other than for the return of an advance premium,
issue any certificate, or pay, alliow, offer, or promise to
pay or allow any benefit tc a person until:

{a) actual applications for benefits have been secured,
aggregating at least $500,000, on not less than 500
applicants, and any necessary evidence of insurability has
been furnished to and approved by the society;

(b} at least 14 subcrdinate lodges have been

established into which the 500 applicants have been

-12- HB 651
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admitted;

{c) there has been submitted to the commissioner, under
oath of the president, secretary, or corresponding officer
of the society, a list of the applicants, giving their
names, addresses, date each was admitted, name and number of
the subordinate lcdge of which each applicant is a member,
amount of benefits to be granted, and premiums for benefits;
and

(d) it has been shown to the commissioner, by sworn
statement of the treasurer or the corresponding officer of
the society, that at least 500 applicants have each paid in
cash at least one regular monthly premium. The aggregate
premiums must amount to at least $150,000. The advance
premiums must be held in trust during the period of
organization. If the society has not gualified for a
certificate of authority within 1 year, unless extended as
provided in subsection (3), the premiums must be returned to
the applicants.

(5) The commissioner may in his discretion require and
examine additiconal information he considers advisable. Upon
presentation of satisfactory evidence that the society has
complied with all the provisions of law, the commissioner
shall 1issue a certificate of authority to the society.
authorizing 1t to transact business pursuant to the

provisions of [sections 1 through 37 38]. The certificate of
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authority is prima facie evidence of the existence of the
society at the date of the certificate. The commissioner
shall record the certificate of authority.

{6) A society authorized to transact business in this
state on Januvary 1, 1992, is not required to reincorporate.

{7) An uninccrporated or vcluntary association may not
transact business in this state as a society. Every
voluntary association incorporated as provided 1in section
$29{2), Chapter 286, Laws of 1959, may incur the obligations
and enijoy the benefits of a society as if it were originally
incorpaorated, and the corporation is considered a
continuation of the original voluntary association. The
ofEicers must be elected and serve as provided in its
articles of incorporation. Incorporation of a wvoluntary
association does not affect existing suits, claims, or
contracts.

NEW SECTION. Section 11. Amendments to 1laws. (1) A
domestic society may amend its laws in accordance with its
THE provisions OF ITS LAWS by action of its supreme
governing body at any regular or special meeting or, if its
laws provide, by referendum. The referendum may be held in
accordance with the provisions of its laws by a vote of the
voting members of the society, by a vote of delegates or
representatives of voting members, or by a vote of local

lodges. A society may provide for wvoting by mail. An

-14- HB 651



10

11
12
13
14
1is
16
17
18
19
20
21
22
23
24

25

HB 0651/02

amendment submitted by referendum may not be adopted unless,
within 6 montrs from the date of submission, a majority of
the members voting have signified their consent to the
amendment.

(2) An amendment to the laws of a domestic society does
not take effect unless approved by the commissioner of
insurance, who shall approve the amendment if he finds that
it has been adopted and is not inconsistent with any
requirement of the laws of this state or with the character,
objectives, and purposes of the society. Unless the
commissioner disapproves an amendment within 60 days after
its filing, the amendment 1is considered approved. The
approval or disapproval of the commissioner must be in
writing and mailed to the secretary or corresponding officer
of the society at its principal office, If the commissicner
disapproves an amendment, the reasons for the disapproval
must be stated in the written notice.

(3) Within 90 days of approval by the commissiocner, all
amendments or a synopsis of the amendments must be furnished
to all members of the society, either by mail or by
publication in full in the official publication of the
society,

(4) A foreign or alien society authorized to do
business in this state shall file with the commissioner a

certified copy of all amendments of or additions to its laws
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within 90 days after their enactment.

(5) Printed copies of the laws, as amended, that are
certified by the secretary or a corresponding officer of the
society are prima facie evidence of their legal adoption.

MEW SECTION. Section 12. Institutions. (1) A society
may create, maintain, and operate, or may establish
organizations to operate, not-for-profit institutions to
further the purposes permitted by [section 5{(1}){B)]. The
institutions may furnish services free or at a reasonable
charge. Any real or personal property owned, held, or leased
by the society for these purposes must be reported in every
annual statement but may not be allowed as an admitted asset
of the society.

{2) A society may not own or operate funeral homes or
undertaking establishments.

NEW SECTION. Section 13. Reinsurance. (1) A domestic
society may, by a reinsurance agreement, cede any individual
risk or risks in whole or in part to an insurer, cther than
another fraternal benefit society, having the power to make
the reinsurance and authorized to do business in this state
or, if not authorized to do business in this state, an
insurer that is approved by the commissioner of insurance. A
society may not reinsure substantially all of its insurance
in force without the written permission of the commissioner.

A soclety may take credit for the reserves on the ceded
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risks to the extent reinsured. A credit may not be allowed
as an admitted asset or as a deduction from liability to a
ceding society for reinsurance made, ceded, renewed, or
otherwise becoming effective on or after July 1, 1992,
unless the reinsurance is payable by the assuming insurer on
the bazis of the liability of the ceding society wunder the
contract or contracts reinsured without diminution because
of the insolvency of the ceding society.

(2) Notwithstanding the limitation in subsection (1), a
society may reinsure the risks of another society in a

consolidation or merger approved by the commissioner under

[section 14].

NEW_SECTION. Section 14. cConsolidations and mergers.
(1) A domestic society may consclidate or merge with any
other society by complying with the provisions of this
section. The consolidated or merged society shall file with
the commissioner of insurance:

{a}) a certified copy of the written contract containing
in full the terms and conditions of the consoclidation or
merger;

{(b) a sworn statement by the president and secretary or
corresponding officers of each society showing the financial
condition of each society on a date fixed by the
commissioner, but not earlier than December 31 preceding the

date of the contract;
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(c) a certificate of the officers of each society,
verified by their respective oaths, that the conselidation
or merger has been approved by a two-thirds vote of the
supreme governing body of each society, held at a regular or
special meeting of each body or, if the society's laws
permit, by mail; and

{d) evidence that at least 60 days prior to the action
of the supreme governing body of each society, the text of
the contract was furnished to all members of each socciety,
either by mail or by publication in full in the official
publication of each society.

(2) If the commissioner finds that the contract
containing the terms and conditions of the proposed
consolidation or merger is in conformity with this section,
that the financial statements are correct, and that the
consclidation or merger is just and equitable to the members
of each socliety, the commissioner shall approve the contract
and issue a certificate approving the contract.

(3) Upon approval, the contract is in full force and
effect unless a society that is a party to the contract is
incorporated under the laws of any other state, district,
territory, province, or vcountry. In that event, the
consolidation or merger is not effective until it is
approved as provided by the laws of that stare, district,

territory, province, or country and a certificate of
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approval has bren filed with the commissioner of insurance
of this state.

(4) When the consc¢lidation or merger becomes effective,
all the rights, franchises, and interests of the
consolidated or merged societies in and to every type of
propecty, real, perscnal, or mixed, and things in action
pertaining to the property are vested in the society
resulting from or remaining after the consolidation or
merger without amny other instrument, except that conveyances
of real property may be evidenced by deeds. The title to any
real property or interest in real property vested under the
laws of this state in any of the societies consolidated or
merged may not revert or be impaired by reason of the
consolidation or merger, but the title vests in the society
resulting from or remaining after the consolidation or
merger.

{5) The affidavit of any officer of the society or of
anyone authorized by the society to mail a notice or
document, stating that the notice or document has been
addressed and mailed, 1is prima facie evidence that the
notice or document has been furnished to the addressees,

NEW SECTION. Section 15. conversion of a society into
a mutual life insurance company. A domestic society may be
converted and licensed as a mutual life insurance company by

compliance with all the applicable requirements of Title 33
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if the plan of conversion has been approved by the
commigsioner of insurance. The board of directors shall
prepare a written plan of conversion that sets forth in full
the terms and conditions of conversion., An affirmative vote
of two-thirds of all members of the supreme governing body
at a regular cor special meeting is necessary for the
approval of the plan. A conversion may not take effect
unless approved by the commissioner, who may approve the
conversion if he finds that the proposed change is in
conformity with the reguirements of law and not prejudicial
to the certificate holders ¢f the society.

NEW SECTION, Section 16. Benefits. (1)} A society may
provide the following contractual benefits in any form:

{a) death benefits;

{(b) endowment benefits;

{¢) annuity benefits;

(d} temporary or permanent disability benefits;

(e} hospital, medical, or nursing benefits;

(f) monument or tombstone benefits to the memory of
deceased members; and

(g) other benefits authorized for life insurers that
are not inconsistent with {sections 1 through 37 38].

{2) A society shall specify in its rules those persons
who may be issued or covered by the contractual benefits in

subsection (1), consistent with providing benefits to
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members and their dependents., A society may provide benefits
on the 1lives of c¢hildren under the minimum age for adult
membership upon application of an adult person.

NEW SECTION. Section 17. Beneficiaries. (1) The owner
of a benefit contract may change the beneficiary or
beneficiaries in accordance with the laws or rules of the
society unless the owner waives this right by specifically
requesting in writing that the beneficiary designation be
irrevocable. A society may, through its laws or rules, limit
the scope of beneficiary designations and shall provide that
a revocable beneficiary may not have or cbtain a vested
interest in the proceeds of a certificate until the
certificate becomes due and payable under the provisions of
the benefit contract.

(2} A society may make provision for the payment of
funeral benefits of up to $500 under a certificate due to a
person EQUITABLY entitled to payment for the oburial of a
member.

{3) If, at the death of any person insured under a
penefit contract, there is no lawful beneficiary to whom the
proceeds are payable, the amount of the benefit, except to
the extent that funeral benefits may be paid as provided in
subsection {2}, is payable tc the estate of the deceased. If
the owner of the certificate is a person other than tne

insured, the proceeds are payable to the owner.
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NEW SECTION. Section 18. Benefits not attachable.
Money ar other benefits, charity, relief, or aid to be paid,
provided, or rendered by a society 1is not 1liable to
attachment, garnishment, or other process and may not be
seized, taken, appropriarted, or applied by any legal or
equitable process or operation of law to pay any debt or
liability of a member, z beneficiary, or any other person
who may have a right to the benefit, either before or after
payment by the society.

NEW SECTION. Section 19. Benefit contract. {1y A
society authorized to do business in this state shall issue
to the owner of a benefit conttact a certificate specifying
the amount of benefits provided. The certificate must state
that the certificate, together with any attached riders or
endorsements, the laws of the society, the application for
membership, the application for insurance and declaration of
insurabilicy, if any, signed by the applicant, and all
amendments to each, constitutes the benefit caontract, as of
the date of issuance, between the society and the owner. A
copy of the application Efor insurance and declaration of
insurability, if any, must be endorsed upon or attached to
the certificate. All statements on the application must be
representations and npot warranties. Any waiver of this

provision is void.

{2) Any «changes, additions, or amendments to the laws
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of the society made or enacted after the issuance of the
certificate bind the owner and the beneficiaries and control
the benefit contract in all respects as if the changes,
additions, or amendments were in force at the time of the
application for insurance. However, a change, addition, or
amendment does not destroy or diminish benefits that the
society contracted to give the owner as of the date of
issuance.

{(3) A perscn upeon whose 1life a benefit contract is
issued befcre attaining the age of majcrity is bound by the
terms of the application and certificate and by all the laws
and rules of the society to the same extent as though the
age of majority had been attained at the time of
application.

{4) A scociety shall provide in itse laws that if its
reserves for one or more classes of certificates become
impaired, its board of directors or corresponding body may
require that the owner of a certificate pay to the society
the amount of the owner's equitable proportion of the
deficiency as ascertained by its board and that if the
payment is not made either:

ta) it is an indebtedness against the certificate and
draws interest not to exceed the rate specified for
certificate loans under the certificates; or

{b) in lieu of or in combinatien with the provisions of
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subsection {(4)(a), the owner of the certificate may accept a
proportionate reduction in benefits under the certificate.

(S) The society may specify the manner of election and
which alternative under subsection {(4) is to be presumed if
no electicn is made.

{6) Copies of any of the documents mentioned in this
section, certified by the secretary or corresponding officer
of the society. must be received in evidence concerning the
terms and conditions of the documents.

(7) A cert.ificate may not be delivered or issued for
delivery in this state unless a copy of the form has been
filed with the commissioner of lnsurance in the manner
provided for policies issued by iife and disability insurers
in this state. Certificates issued prior to i-year-after
July 1, 3992 1591, must conform to the requirements provided
by the laws applicable immediately prior to July 1, 1992. A
life, disability, or annuity certificate issued on or after
t-year—-frem July 1, %992 1933, must meet the standard
contract provision requirements not inconsistent with
[sections 1 through 37 38} for poclicies issued by Llife and
disability insurers in this state, except that a society may
provide 1In its certificates for a grace period of 1 month
for payment of premiums. The certificate must contain a
provision stating the amount of premiums payable under the

certificate and a provision reciting or setting forth the
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substance of any sections of the society's laws or rules in
force at the time of issuance of the certificate thac, if
violated, will result in the termination or reduction of
benefits payable under the certificate. If the laws of the
society provide for the expulsion or suspension cof a member,
the certificate must contain a provision that a member
expelled or suspended, except for nonpayment of a premium or
within the contestable period for material misrepresentation
in the application for membership or insurance, has the
privilege of maintaining the certificate in force by
continuing payment of the required premium.

{8) Benefit contracts issued on the lives of persons
below the society's minimum age for adult membership may
provide for transfer of control of ownership to the insured
at an age specified in the certificate. A society may
require approval of an application for membership in order
to effect this transfer, and it may prowvide in all cther
respects for the regulation, government, and control of the
certificates and all rights, cbligations, and liabilities
incident to and connected with the transfer. Ownership
rights prior teo the transfer must be specified in the
certificate,

(9) A society may spec.fy the terms and conditicns on

which benefit contracts may be assigned.

NEW SECTION. Section 20. Nonforfeiture benefits, cash
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surrender values, certificate loans, and other options. (1)
For certificates issued prior to i-year-after July 1, 1992
1993, the value of every paid-up nonforfeiture benefit and
the amount of any cash surrender value, loan, or other
option granted must comply with the provisions of law
applicable immediately prior to July 1, 1992.

{2) FOR CERTIFICATES ISSUED ON OR AFTER JULY 1, 1993,

FOR WHICH RESERVES ARE CCMPUTED ON THE COMMISSIONER OF

INSUBANCE'S 1941 STANDARD ORDINARY MORTALITY TABLE, THE

COMMISSTONER'S 1941 STANDARD INDUSTRIAL MORTALITY TABLE, THE

CCMMISSIONER'S 1558 STANDARD ORDINARY MORTALITY TABLE, THE

COMMISSTONER'S 1980 STANDARD MORTALITY TABLE, OR ANY MORE

RECENT TABLE MADE APPLICABLE TO LIFE INSURERS, EVERY PAID-{P

NONFORFEITURE BENEFIT AND THE AMOUNT OF ANY CASH SURRENDER

VALUE, LOAN, OR OTHER OPTION GRANTED MAY NOT BE LESS THAN

THE CORRESPONDING AMOUNT ASCERTAINED IN ACCORDANCE WITH THE

LAWS OF THIS STATE APPLICABLE TG LIFE INSURERS ISSUING

POLICIES CONTAINING SIMILAR BENEFITS BASED UPON THE TABLES.

NEW SECTION. Section 21. Investments. “J1) A society

may invest its funds only in investments authorized by the
laws of this state for the investment of assets of life
insurers. A foreign or alien society that 1is permitted or
seeking to do business in this state and that invests its
funds in accordance with the laws of the state, district,

territory, province, or country where it is incorparated
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meets the requirements of this section for the investment of
funds.

t2¥y--Every-paid-up-nonfarfeipture-hansfie-and-the--amonnt
ef-~any-—cash-surrender-vatue;-lsan;-or-other-option-granced
itn-certificates-issued-on-or-after-i-year-from-July-1:-1992+
foer-which-reserves——are——computed--on——the-—commisstoner——of
insurancela-—34t--standard--ordinary—-—mortattty——tabier—the
commissioneris-i34¢i-seandard-industriat-mortaticy-tabiar-the
cammissioneris-1356-standard-ordinary-mortatitty--+tabter—-the
commissionerias--1386--standard--ordinary-mortatity-rabtey-or
any-mare—recent-table-made-appiieabie-co-1ifp-—insurera——may
not-be-less-than-the-cerreaapoanding-amsunt-appiicable—to-—tife
tnsurers——issuing-potictes-contatning-simiiar-benefirtzs-—based
apon-the-tabtes:

NEW SECTION. Section 22. runds. (1) All assets must be
held, invested, and disbursed for the use and benefit of the
society, and a member or beneficiary may not have or acguire
individual rights in assets or become entitled to any
apportionment on the surrender of any part of the assets
except as provided in the benefit contract.

{2) A scciety may create, maintain, invest, disburse,
and apply any special fund or funds necessary to carry out
any purpose permitted by the laws of the society.

(3) Pursuant to a resolution of its supreme gowverning

bedy, a society may establish and operate one Or more
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separate accounts and issue contracts on a variable basis,
subject to the provisions of law regulating life insurers
establishing similar accounts and issuing similar contracts.
To the extent the society considers it necessary in order to
comply with any applicable federal or state laws or any
rules issued under those laws, the society may adopt special
procedures for administering a separate account and may., for
persons having beneficial interests in a separate account,
provide special voting and other rights, including without
limitation special rights and procedures relating to
investment policy, investment advisory services, selection
of certified public accountants, and selection of a
committee to manage the business and affajrs of the account.
A society may issue contracts on a variable basis to which

the provisions of [section 19(2) and (4)] do not apply.

NEW SeEcTiON. SECTION 23. scope -- PROVISIONS

APPLICARLE, (1) EXCEPT AS PROVIDED 1IN SUBSECTION (2),

SOCIETIES ARE COVERNED BY [SECTIONS 1 THROUGH 38) AND ARE

EXEMPT FROM ALL OTHER PROVISIONS OF THE INSURANCE LAWS OF

THIS STATE, NOT ONLY IN GOVERNMENTAL RELATIONS WITH THE

STATE BUT FOR EVERY OTHER PURPOSE. THE PROVISIONS OF A& LAW

ENACTED AFTER JANUARY 1, 1992, DO NOT APFLY TO FRATERNAL

BENEFIT SOCIETIES UNLESS EXPRESSLY MADE APPLICABLE BY THE

PROVISIONS OF THE LAW.

{(2) 1N ADDITION TO THE PROVISIONS OF [SECTIONS 1
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THROUGH 38], THE PROVISIONS OF CHAPTER 1, PARTS 1 THROUGH 4

AND 7; 33-2-104; 33-2-107; 33-2-112; CHAPTER 2, PART 12;

33-3-308; 33-15-502; AND CHAPTERS 17, 18, 20, AND 22 APPLY

TO FRATERNAL BENEFIT SOCIETIES TO.THE EXTENT APPLICABLE AND

TG THE EXTENT NOT IN CONFLICT WITH THE PROVISIONS OF

[SECTIONS 1 THROUGH 38] AND THE REASONABLE IMPLICATIONS OF

[SECTIONS 1 THROUGH 381,

NEW SECTION. Section 24. Taxation. A society organized
or licensed under [sections 1 through 3% 18] is a charitable
and benevolent institution, and all of its funds are exempt
from all state, county, district, municipal, and school

taxes other than taxes on real estate and office equipment.

NEW SECTION. Section 25. valuation. (1) Standards of
valuation for certificates issued prior to i-year-after July
1, #992 1993, must be those provided by the laws applicable
immediately prior to July 1, 1992,

(2) (a) The minimum standards of valuation for
certificates issued on or after i-year-—-feem July 1, 3892
1993, must be based on the follewing tables:

{(iy for certificates of life insurance—--the
commissioner of insurance's 1941 standard ordinary mortality
table, the commissioner's 1941 standard industrial mortality
table, the commissioner's 1958 standard ordinary mortality

table, the commissioner's 1980 standard ordinary mortality

table, or any more recent table made applicable tg life
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insurers;

{ii) for annuity and pure endowment certificates, for
total and permanent disability benefits, for accidental
death benefits and for noncancelable accident and health
benefits-—-the tables autharized for use by life insurers in
this state,

{b) All of the certificates must be valued under
valuation methods and standards, including interest
assumptions, that are in accordance with the laws of this
state applicable to 1life insurers that issue policies
centaining similar benefirts.

{3} The commissioner may accept other standards for
valuation if he finds that the reserves produced by the
valuation will not be less in the aggregate than reserves
computed in accordance with the minimum valuation standard
prescribed in this section. The commissioner may vary the
standards of mortality applicable to all benefit contracts
on substandard lives or other extrahazardous 1l1lives by a
society authorized to do business in this state.

{4) A society, with the consent of the commissiconer of
insurance of the state of domicile of the society and under
conditions, 1if any, that the commissioner may impose, may
establish and maintain reserves on its certificates in
excess of required reserves, but the contractual rights of a

benefit member may not be affected by the excess reserves.
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NEW_SECTION. Section 26. Reports -- fee. Reports must
be filed in accourdance with the provisions of this section.

(1} On or before March 1 of sach year, unless for cause
shown the time has been extended by the commissioner of
insurance, a society that transacts business in this state
shall file with the commissicner of insurance a statement of
its financial condition, transactions, and affairs for the
preceding calendar year and pay a filing fee of $25. The
statement must be in the general form and context approved
by the national association of insurance commissicners for
fraternal benefit socleties and as supplemented by
additional information required by the commissioner.

{2) As part of the annual statement, each society
shall, on or before March 1, file with <the commissioner a
valuation of its certificates in Eforce on the preceding
December 31. The commissicner may, for cause shown, extend
for not more than 2 calendar months the time for filing the
valuation. The valuation must be done in accordance with the
standards specified in {[section 24 25]. The wvaluation and
underlying data must be certified by a qualified actuary or,
at the expense o©of the society, verified by the actuary of
the department of insurance of the state of domicile of the
society.

(3) A society that fails to file the annual statement

in the form and within the time provided by this section
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shall forfeit $100 for each day during which the failure
continues, and, upon notice by the commissioner to that
effect, its authority to do business in this state ceases
while the default continues.

WEW SECTION. Section 27. Annual certificate -- fees.
{1} A society may not insure a risk in this state unless it
holds a2 certificate of authority issued to it by the
commissioner of insurance.

{2) A society's certificate of authority continues in
force as long as the soclety 15 entitied to it under
[sections 1 through 37 38] and until suspended, revoked, or
otherwise terminated, However, continuance of the
certificate by the society is conditioned upon payment
before May 15 of each year of a continuation fee of $10. The
fee must be deposited by the commissicner of insurance with
the state treasurer to the credit of the state general fund.

(3) If a soclety does not continue its certificate of
authority in accordance with subsection (2), its certificate
of authority explres at midnight on the May 31 following its
failure to continue it in force. In that case, the
commissioner shall promptly notify the society of the
impending expiration of its certificate of authority.

{d) The commissioner may reinstate a certificate of
authority that a socliety has inadvertently permitted to

expire, after the society has fully cured all failures that
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resulted in the expiration and upon payment by the society
of a $25 fee for reinstatement in addition to the
continuation fee provided for in subsection (2). If a
certificate is not reinstated, the commissioner may grant a
society another certificate . of authority only after the
society files an application for a certificate of authority
and meets all other requirements for an original certificate
of authority in this state.

{5} The commissioner may amend a certificate of
authority at any time to conform to changes in a society's
charter of insuring powers.

{6) A certified copy or duplicate of a certificate of
authority 1is prima €facie evidence that the society is a
fraternal benefit socjiety within the meaning of [sections 1
through 3% 38].

NEW SECTION. Section 28. Examination of societies. (1)
The commissioner of insurance or any person he may appoint
may examine any domestic, foreign, or alien society
transacting or applying for admission to transact business
in this state in the same manner as authorized for
examination of domestic, foreign, or alien insurers.
Requiremencs of notice and 2n opportunity to respond before
findings are made public, as provided in the laws regulating
insurers, are applicable to the examination of societies.

{2) The expense of each examination and of each
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valuation, including compensation and actual expenses of
examiners, must be paid by the society examined or whose
certificates are valued, upon statements FEurnished by the
commissioner.

NEW SECTION. Section 29. PForeign or alien society —-
admission. {1) A foreign or alien society may not transact
business in this state without a license issued by the
commissioner of insurance., A foreign or alien society
desiring admission to this state shall comply substantially
with the requirements and limitations of [sections 1 through
37 38] applicable to domestic societies. A society may be
licensed to transact business in this state upcon filing with
the commissioner:

ta) a certified copy of its articles of incorporation;

(b) a copy of its bylaws, certified by its secretary or
corresponding officer;

fc) a written appointment of the commissioner to be the
society's agent, as prescribed in [section 34 35];

(d) a statement of its business, under ocath of its
president and secretary or corresponding officers, in a form
prescribed by the commissioner, verified by an examination
made by the supervising insurance official of its home state
or other state, district, territory, province, or country
saristactory to the commissioner of this state;

(e} certification from the proper official of its home
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state, district, territory, province, or country that the
society is legally incorporated and licensed to transact
business in that jurisdiction;

(f) copies of its certificate forms; and

(gq) other information the commissioner congiders
necessary.

{2) A foreign or alien society applying for authority
to transact business in this state must have the
qualifications required of domestic societies organized
under {sections 1 through 37 381.

NEW SECTION. Section 30. Injunction -- liquidation --
receivership of domestic society. (1) The commissioner of
insurance shall notify a domestic society of a deficiency or
deficiencies and state in writing the reasons for his

dissatisfaction, whenever the

commissioner., upon
investigation, finds that the society:

{a) has exceeded its powers:

(b} has failed to comply with any provision of
[sections 1 thzough 33 38):

{c) 1is not fulfilling its contracts in good faith;

(d) has a wmembership of 1less than 400 after an
exisrence of 1 year or more; or

(e} is conducting business fraudulently or in a manner
hazardous te its members, creditors, the public, or the

business.
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{(2) Whenever a deficiency or deficiencies are found,
the commissioner shall issue to the society a written notice
that requires the deficiency or deficiencies to be
corrected. The scciety shall within 30 days comply with the
commissioner's request for correction. If the society fails
to comply, the commissioner shall notify the society of the
noncompliance and require the society to show cause by a
stated date why it should not be enjoined from transacting
business until the violation complained of is corrected or
why an action in gquo warranto should not be commenced
against the society.

{3} If the cociety does not present sufficient reasons
why it should not be enjoined from transacting business or
why the guo warrante action should not be commenced, the
commissioner may present the facts relating to his
determination to the attorney general who shall, if he finds
that the circumstances warrant, commence an action to enjoln
the society from transacting business or an action in quo
warranteo.

{4) The court shall notify the officers of the society
of a hearing. If after a hearing it appears that the society
should be enjoined or ligquidated or that a receiver should
be appointed, the court shall enter the necessary order. A
society enjoined fram transacting business may not do

business until:
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(a) the commissioner finds that the violation
complained of has been corrected:

{b) the costs of the action have been paid by the
society if the court finds that the society was in default
as charged;

{c} the court has dissolved its injunction; and

(d) the commissicner has reinstated the certificate of
authority.

(5) If the court orders the society liquidated, it is
enjoined from transacting any further business. The receiver
of the society shall proceed at c¢nce t¢ take possession of
the books, papers, money, and other assets of the society
and, under the direction of the court, proceed to close the
affairs of the society and distribute its funds to those
entitled to the funds.

{(6) An action under this section may not be recognized
in any court of this state unless brought by the attocrney
general upon reqguest of the commissioner. The court shall
appoint the commissioner as the receiver for a domestic
society.

{7) The provisions of this section relating to hearing
by the commissioner, action by the attorney general at the
request of the commissioner, hearing by the court,
injunction, and receivership apply tc a society that

voluntarily decides to discontinue business.
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NEW SECTION. Section 31. suspension, revocation, or
refusal of license of foreign or aliem society. (1) The
commissioner of insurance shall notify a foreign or alien
society of a deficiency or deficiencies and state in writing
the reasons for his dissatisfaction, whenever the
commissicner, wupon investigation, finds that the soclety
transacting or applying to transact business in this state:

(a) has exceeded its powers;

(b} has failed to comply with any of the provisions of
[sections 1 through 3% 381;

{e¢) 1is not fulfilling its contracts in good faith; or

{d) is conducting its business fraudulently or in a
manner hazardous to its members, creditors, or the public.

(2) Whenever a deficiency or deficiencies are found,
the commissiconer shall issue to the society a written notice
that requires the deficiency or deficiencies to be
corrected, The society shall within 30 days comply with the
commissioner's request for correction. If the society fails
to comply, the commissioner shall notify the society of the
noncompliance and require the society to show cause by a
stated date why its authority to do business in this state
should not be suspended, revoked, or refused.

{3) If the =society does not present sufficient reason
why its autherity to do business in this state should not be

suspended, revoked, ar refused, the commissioner may:
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(a) suspend or refuse the authority of the society to
do business i this state until satisfactory evidence is
furnished to the commissioner that the suspension or refusal
should be withdrawn; or

{b} revcke the authority of the society to do business
in this state.

{4} Nothing in this section may be construed as
preventing any society from continuing in good faith all
contracts made in this state during the time the society was
legally authorized to transact business in this state.

NEW SECTION. Section 32. Injunction. An application or
perition for injunction against any domestic, foreign, or
alien soclety or lodge of a society may not be recognized in
any court of this state unless made by the attorney general
upon request of the commissicner of insurance.

NEW SECTION. Section 33. Producer licensing., (1) &
society's insurance producer must be considered to an be
insurance producer and 1is subject to the same licensing
requirements as insurance producers under Title 33, chapter
17, except that an examination is not required of an
individual who is licensed in this state as an insurance
producer for a society as to the kind of insurance to be
transacted on or hefore October 1, 1981, and who continues
to be licensed as an insurance producer.

{2) A society doing business in this state may not pay
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to a person who is not a licensed insurance producer of the
society any commission or other compensation for any
services in obtaining in this state any new contract of
life, accident, or health insurance or any new annuity
contract.

NEW SECTION. Section 34. Unfair methods of competition
and unfair or deceptive acts and practices. A society
authorized to do business in this state and its insurance
producers are subject to the provisions of {seetions--%
through--3%4 CHAPTER 18 that relate to unfair or deceptive
trade practices. However, ncthing in fsections-i-throngh-37%
CHAPTER 18 may be construed as applying to or affecting the
right of a society to determine its eligibility requirements
for membership or be construed as applying to or affecting
the offering of benefits exclusively to members or persons
eligible for membership in the society by a subsidiary
corporation or affiliated organization of the society.

NEW SECTION. Section 35. cCommissioner as  agent -
service of process -— procedure -- fee. (1) A society
authorized to do business in this state shall appoint in
writing the commissicner of insurance as its agent upon whom
all 1lawful process in any action or proceeding against it
must be served. The society shall agree in writing that any
lawful process against it that is served on the commissioner

is of the same legal force and validity as if it had been
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served upon the society. The appcintment continues in force
as 1long as any liability remains outstanding in this state.
Copies of the appointment, certified by the commissioner,
may be admitted in evidence.

{(2) Service may be made only upon the commissioner or,
if absent, upon the perscon in charge of the commissioner's
office. Service must be made in duplicate and constitutes
service upon the society. When legal process against a
society is served upon the commissioner, the commissioner
shall forward one of the duplicate copies by certified mail
to the secretary or corresponding officer of the society.
The service may not require a society to file its answer,
pleading, or defense in less than 30 days from the date of
mailing the copy of the service to the society.

{(3) Legal process may not be served upon a society
except in the manner provided in this section.

{4) At the time of serving any process upon the
commissioner, the plaintiff or complainant in the action

shall pay to the commissioner a fee of $2.
NEW SECTION. Section 36. Review. BAl: decisions  and

findings of the commissioner of insurance made under the
provisions of ([sections 1 through 3% 38] are subject to
review by the court in accordance with the provisions of

33-1-711.

NEW SECTION. Section 37. Penalties, (1) A person who
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makes a false or fraudulent statement in or relating to an
application for membership or for the purpose of cbtaining
money from a benefit in any society is guilty of a
misdemeanor.

{2) A person who solicits membership for, or in any
manner assists in procuring membership in, any society not
authorized to transact business in this state is subject to
an administrative fine, imposed by the commissioner of
insurance, of not less than $2% or more than $§500 for each
vielation.

{3) & perscn convicted of a willful violation of., or
neglect or refusal to comply with, any provision of
{sections 1 through 3% 381 for which a penalty is not
otherwise prescribed shall be punished by a fine of not more
than $1,000 for each violation and not more than $10,000 for

all related violations.

NEW SECTION. Section 38. Exemption of certain

societies. (1) Nothing in {sections 1 through 37 38] may be
construed to affect or apply to:

{a) grand or subordinate lodges of societies, orders,
or associations doing business in this state on July 1,
1992, that provide benefits exclusively through local or
subordinate lodges;

(b) (1) orders, societies, or associations that admit

to membership only persons engaged in one or more crafts or
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hazardous occupations or in the same or similar 1lines of
business and ‘:that insure only their own members and their
families; and

(ii) the ladies' societies or ladies' auxiliaries to
such orders, societies, or associations;

{c) domestic societies that limit their membership to
employees of a particﬁlar city or town, designated Eirm,
business house, or corporation and that provide for a death
benefit of not more than $400 or disability benefits of not
more than $350 to any person in any 1 year, or both; or

{d} domestic saocieties or associations of a purely
religious, charitable, or benevolent description, which
provide for a death benefit of not more than §400 or for
disability benefits of not more than $350 to a person in any
1 year, or both,

[2) A society or assogiation described in subsections
(1){c) or (1}(d) that provides for death or disability
benefits for which benefit certificates are issued and a
society or associaticn included in subsection (l)(d4} that
has more than 1,000 members are not exempt from the
provisions of [sectiens 1 through 37 38].

(3} A society that is exempt under this section from
the requirements of [sections 1 through 3% 38], except a
society described in subsection ({l){b), may not give or

aliow ar promise to give or allow to any person any
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compensation for procuring new members.

{4) A society that provides for benefits in case of
death or disability resulting solely Erom accident and that
does not obligate itself +to pay natural death or sick
benefits has all of the privileges and is subject to all the
applicable provisions and regulations of [sections 1 through
37 38] except the provisions of [sections 1 through 37 38]
that relate to medical examination, valuations of benefit
certificates, and incontestability.

{5) The commissioner may require from a soclety or
association, by examination cor otherwise, any information
that will enable “he commissioner to determine whether the
society or association 1is exempt from the provisions cof
{sections 1 through 3% 38].

{6} A society that is exempt under the provisions of
this section is also exempt from all other provisions of the

insurance laws of this state.

Section 39. cection 31-2-106, MCA, is amended to read:

®"31-2-106. Exempt property -- bankruptcy proceeding. No
individual may exempt from the property of the estate in any
bankruptcy proceeding the property specified in 11 U.S.C.
522(d}. An individual may exempt from the property of the
estate in any bankruptcy proceeding:

(1) that property exempt from execution of judgment as
provided in 19-3-1405, 19-4-706,

19-5-704, 19-6-705,
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19-7-705, 19-8-805, 1%-9-1G06, 19-10-504, 19-11-612,
19-13-1004, 19-21-212, Title 25, chapter 13, part 6,
33-7-5%% [section ig], 33-15-512 through 33-15-514,
35-10-502, 39-51-3105, 3g9-71-743, 39-73-110, 53-2-607,
53-%-129, Title 790, chapter 32, and B0-2-245;

{2} the individual's right to receive unemployment
compensation and unemployment benefits; and

(3) the individual's right to receive benefits from or
interest in a private or governmental retirement, pension,
stock bonus, profit-sharing, annuity, or similar plan or
contract on account of illness, disability, death, age, or
length of service, excluding that portion of contributions
made by the individual within 1 year before the filing of
the petition in bankruptcy which exceeds 15% of the
individual's gross income for that l-year period, unless:

{a) the plan or contract was established by or under
the auspices of an insider that employed the individual at
the time the individual's rights under the plan or contract
arose;

(b} the benefit is paid on account of age or length of
sarvice; and

{c) the plan or contract does not qualify under sectiocn
401(a), 403(a), 403(b), 408, or 409 of the Internal Revenue

Code of 1954 (26 U.S.C. 40l(a), 403(b), 408, or 409)."

Section 40. Section 33-22-1703, MCA, is amended to
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read:

"33-22-1703. Definitions. As used in this part, the
following definitions apply:

(1) "“Emergency services" means services provided after
suffering an accidental bodily injury or the sudden onset of
a medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain) that without
immediate medical attention the subscriber or insured could
reasonably expect that:

(a) his health would be in sericus jeopardy:

(b)) his bedily functicns would be seriously impaired;
or

{c) a bodily organ or part would be seriously damaged.

(2) "Health benefit plan” means the health insurance
policy or subscriber arrangement between the insured or
subscriber and the health care insurer that defines the
covered services and benefit levels available.

(3) "“Health care insurer" means:

{a) an insurer that provides disability insurance as
defined in 33-1-207;

(b) a health service corporation as defined in
33-30-101;

{c) a health maintenance organization as defined in
33-31-102;

(d) a fraternal benefit society as defimed described in
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33-7-182 [section 1];

{e) an adrministrator as defined in 33-17-102; ar

(£) any other entity regulated by the commissioner that
provides health coverage.

(4) "Health care services" means health care services
or products rendered or sold by a provider within the scope
of the provider's license or legal authorization or services
provided under Title 33, chapter 22, part 7.

(5) “Insured” means an individual entitled to
reimbursement for expenses of health care services under a
policy or subscriber contract issued or administered by an
insurer.

(6) "Preferred provider" means a provider or group of
providers who have contracted to provide specified health
care services,

(7) "Preferred provider agreement" means a contract
between or on behalf of a health care insurer and a
preferred provider.

{8) "Provider" means an individual or entity licensed
or legally authorized to provide health care services or
services covered within Title 33, chapter 22, part 7.

{9) "Subscriber"” means a certificate holder or other
person on whose behalf the health care insurer is providing

or paying for health care coverage."

NEW SECTION. Section 41. Repealer. Sections 33-7-101,
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33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7-112, 33-7-113,
33-7-114, 33-7-115, 33-7-116, 33-7-201, 33-7-202, 33-7-203,
33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211, 33-7-212,
33-7-213, 33-7-301, 33-7-302, 33-7-303, 33-7-304, 33-7-305,
33-7-401, 33-7-402, 33-7-403, 33-7-404, 33-7-405, 33-7-406¢,
33-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504, 33-7-505,
33-7-506, 33-7-507, 33-7-508, 33-7-509, 33-7-510, 33-7-511,
33-7-512, 33-7-513, 33-7-514, 33-7-515, 33-7-516, 33-7-517,
33-7-518, AND 33-7-519, 33-3-5253--and-33-F-5267 MCA, are
repealed.

NEW SECTION. Section 42. Severability. IF a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. SECTION 43. CcopiricaTION INSTRUCT ION.

[SECTIONS 1 THROUGH 38] ARE INTENDED TO BE CODIFIED AS AN

INTEGRAL PART OF TITLE 33, AND THE PROVISIONS OQF TITLE 33

APPLY TQ [SECTIONS 1 THRCUGH 38].

NEW SECTION. Section 44. Effective date. [This act} is
effective January 1, 1992.

-End-
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HOUSE BILL NO. 651

INTRODUCED BY HARRINGTON

A BILL FOR AN ACT ENTITLED: “AN ACT TO GERERALLY REVISE THE
LAWS RELATING TO FRATERNAL BENEFIT SOCIETIES; AMENDING
SECTIONS 31-2-106 AND 1313-22-1703, MCA; REPEALING SECTIONS
3j-7-101, 33-7-102, 33-7-1903, 33-7-104, 33-7-111, 33-7-1l12,
33-7-113, 33-7-114, 33-7-115, 33-7-11s, 33-7~201, 33-7-242,
33-7-203, 33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211i,
33-7-212, 33-7-213, 33-7-301, 33-7-302, 33-7-303, 33-7-304,
33-7-305, 33-7-401, 313-7-402, 33-7-403, 33-7-404, 33-7-405,
33-7-406, 33-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504,
33-7-505, 33-7-506, 33-7-507, 33-7-508, 33-7-509, 33-7-510,
33-7-511, 33-7-512, 33-7-513, 33-7-514, 33-7-515, 133-7-516,
33-7-517, 33-7-518, AND 33-7-519, 33-7-525;-AND-I3-7-5267

MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Fraternal benefit societies.
Any incorporated o©or unincorporated society, ORDER, OR
SUPREME _LODGE, without capital stock, including a society
exempted under the provisions of [section 37 3B(1)(B)]. that
is conducted solely for the benefit of its members and their
beneficiaries and not for profit, that is operated on a

lodge system with ritualistic forms of work, that has a

[Ckn)!wu Legisiative Counce

HB 0651/02

There are no changes in this biill,
and will not be reprinted. Please
refer to yellow copy for complete
text,
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SENATE STARDIRG COMMITTEE REPORT

Page 1 of 1
March 26, 1991

MR. PRESIDENT:
We, your committee on Business and Industry having had under

consideration House Bill No. 651 (thirxd reading copy -- blue),
respectfully report that House Bill No. 651 be amended and as so

amended be concurred in:

1. Page 10, line 13,
Strike: "a charter”
Insert: "articles of incorporation”

2. Page 29, line 2,
Strike; "12°
Insert. "137

Signed:
(;jﬂhn *J.D.” Lynch, Chairman

eyl 3-24-F

And . Coord.

Sec. of Senate

SENATE
H8 65!
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HOUSE BILL NQ. 651

INTRODUCED BY HARRINGTON

A BILL FOR AN ACT ENTITLED: "“AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO FRATERNAL BENEFIT SOCIETIES; AMENDING
SECTIONS 31-2-106 AND 33-22-1703, MCA; REPEALING SECTIONS
33-7-101, 33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7-112,
33-7-113, 33-7-114, 33-7-115, 33-7-116, 33-7-201, 33-7-202,
33-7-203, 33-7-204, 33-7-20S5, 33-7-206, 33-7-207, 33-7-211,
33-7-212, 33-7-213, 23-7-301, 33-7-302, 33-7-303, 33-7-304,
33-7-3065, 33-7-401, 33-7-402, 33-7-403, 33-7-404, 33-7-405,
33-7-406, 33-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504,
33-7-505, 33-7-506, 33-7-507, 33-7-508, 33-7-309, 33-7-510,
33-7-511, 33-7-512, 33-7-513, 33-7-514, 33-7-515, 33-7-516,
33-7-517, 33-7-518, AND 33-7-519, 33-7-52557-ANB-33-3-5267

MCA; AND PROVIDING AN EFFECTIVE DATE."

PE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. FPraternal benefit societies.

Any incorporated or unincorporated society, ORDER, OR

SUPREME LODGE, without capital stock, including a scciety

exempted under the provisions of [section 3% 38(1)(B}}, that
is conducted solely for the benefit of its members and their
peneficiaries and not for profit, that is operated on a

lodge system with ritualistic forms of work, that has a
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representative form of government, and that provides
benefits in accordance with [sections 1 through 37 18], is a
Eraternal benefit society.

NEW SECTION. Section 2. Lodge system. (1) A society is
cperating on the lodge system if it has a supreme governing
body and subordinate lodges intc which members are elected,
initiated, or admitted in accordance with its laws, rules,
and ritual. Subordinate lodges must be required by the laws
of the society to hold regular meetings at least once a
month in furtherance of the. purposes of the society.

(2) A society may organize and operate lodges for
children under the minimum age for adult membership,
Membership and initiation in local 1lodges may not be
required of children, and children may not have a voice or
vote in the management of a society.

NEW SECTION. Section 3. Representative form of

govermment. (1) A society has a representative form of
government if it has a supreme governing body organized as
provided in subsection (2) or (3).

(2} (a) The supreme governing bocdy may be an assembly
composed of delegates who meet the criteria of subsection
(5) and who are elected either by the members directly or at
intermediate assemblies or conventions of members or their
representatives, together with other delegates as may be

prescribed in the society's laws. A socciety may provide for
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election of delegates by mail.

(b) The delegates elected must be a majority of
delegates and may not have less than a majority of the wvotes
and not less than the number of votes required to amend the
sociery's laws. The assembly must be elected and shall meet
at least once every 4 years and shall elect a board of
directors to conduct the business of the society between
meetings of the assembly.

{c) Vacancies on the board of directors may be filled
in the manner prescribed by the society's laws.

(3) (&) {i) The supreme governing body may be:

(A) a hoard composed of persons who meet the criteria
of subsection (5) and who are elected by the members, either
directly or by their representatives in intermediate
assemblies; and

(B} any other persons prescribed in the society's laws.

(ii) A society may provide for electicn of the board by
mail.

(b) The term of a board member may not exceed 4 years.
vacancies on the board may be filled in the manner
prescribed in the society’'s laws.

{c) The persons elected to the poard must be a majority
of the board and may not be less than the number of wvotes
required to amend the society's laws. A person filling an

unexpired term of an elected board member is considered to
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be an elected board member.

{(d) The board shall meet at least gquarterly te ceonduct
the business of the scciety.

(4) The officers of the society must be elected either
by the assembly or by the board of directors, either of
which constitutes the supreme governing body.

{5) Only benefit members are eligible for election to
the assembly, the board of directors, or an intermediate
assembly.

(6) Each wvoting member shall have one vote. A vote may
not be cast by proxy.

NEW SECTION. Section 4. pefinitions. As used in
[sections 1 through 3% 38], unless the context requires
otherwise, the following definitions apply:

(1) "Benefit contract" means the agreement for
provision of authorized benefits described in {section 18],

(2) “Benefit member" means an adult member who is
designated by the laws or rules of the society to be a
benefit member under a benefit contract.

{3) "Certificate" means the document issued as written
evidence of the benefit contract.

{4) ‘“Laws" means the society's articles of
incorporation, charter, constitution, and bylaws.

{5) "Lodge" means subordinate member units of the

society, known as camps, courts, councils, or branches or by
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any other designation.

(6) "Premiums®™ means premiums, rates, dues, or other
required contributions that are payable under the
certificate.

{7) "Rules” means all rules, reqgulations, or
resolutions that are adopted by the supreme governing body
or board of directors and that are intended to have general
application to the members of the society.

(8) "“Society" means a fraternal benefit society

described in [section 1]. The term includes an order or
supreme lodge.

NEW SECTION. Section B. Purposes and powers. (1) A
society shall operate for the benefit of members and their
beneficiaries by:

{a) providing benefits as provided in [section 16]1; and

(b) providing £for one Or more social, intellectual,
educational, charitable, benevolent, moral, fraternal,
patriotic, or religious purposes, which may be extended to
others. The purposes may be carried out directly by the
society or indirectly through subsidiary corperations or
affiliated organizations.

(2) A society may adopt laws and rules for the
government of the society, the admission of its members, and
the management of its affairs. It may amend laws and rules

and exercise powers necessary and incidental to the
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objectives and purposes of the society.

NEW SECTION. $Section 6. Qualification Ffor meuhershié.
{1} & society shall specify in its laws or rules:

(a) eligibility standards for each class of membership.
However, if benefits are provided on the lives of children,
the minimum age for adult membership must be set at not less
than 15 years of age and not more than 21 years of age.

{b) the process for admission to each membership class;
and

{c) the rights and privileges of each membership class.
However, only benefit members may vote on the management of
the insurance affairs of the society.

(2) A scociety may admit social members who have no
voice or vote in the management of the insurance affairs of
the society.

(3) Membership rights in the socliety are personal to

the member and are not assignable.

NEW SECTION. Section 7. Location of office —— meetings
-— communication to members -- grievance procedures. (1) The
principal office of a domestic society must be located in
this state. The meetings of its supreme governing body may
be held in any state, district, province, or territcry where
the society has at least five subordinate lodges or in a
location determiced by tne supreme gqoverning body. All

business transacted at meetings is valid, The minutes of the
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proceedings of the supreme governing body and of the beard
of directors must be in English.

(2) {a) A society may provide 1in its 1laws for an
official publication in which any notice, report, or
statement required by law to be given to members, 1lncluding
notice ©f election, may be published. Reguired reports,
notices, and statements must be printed conspicucusly in the
publication. If the records of a society show that twa or
more members have the same mailing address, an official
publication mailed to one member is considered to be maiied
to all members at the same address unleas a member requests
a separate copy.

{b) Not later than June 1 of each year, & synopsis of
the society's annual statement, providing an explanation of
the facts concerning the condition of the society, must be
printed and mailed to each benefit member of the scociety, or
the synopsis may be published in the society's official
publication.

(3) A society may provide in its laws or rules for
grievance or complaint procedures for members.

NEW SECTION. Section B. No personal liability. (1) The
officers and members of the supreme governing body or any
subordinate body of a society are not persconally liable for
any benefits provided by a scciety.

{2) A person may be indemnified and reimbursed by a
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society for expenses reasonably incurred by and liabilities
imposed upon him in connection with or arising out ofvan
action, suit, or proceeding (whether civil, criminal,
administrative, or investigative) or threat thereof in which
tne person may be involved by reason of the fact that he is
or was a director, officer, employee, or agent of the
society or of a firm, corporation, or organization that he
served in any capacity at the request of the society.

(3) (a) A person may not be indemnified or reimbursed
in relation to any matter in an action, suit, or proceeding:

(i} in which he is finally found to be guilty of breach
of a duty as a director, officer, employee, or agent of the
society; or

{(ii) that is the subject of a compromise settlement.

(b) A person may be indemnified ot reimbursed if he
acted in good faith for a purpose he reasonably believed to
be in, or not opposed to, the best interests of the society

AND, TN A CRIMINAL ACTION OR PROCEEDING, IN ADDITION, HAD NO

REASONABLE CAUSE TO BELIEVE THAT HIS CONDUCT WAS UNLAWFUL.

(4) The determination of whether the person's conduct
met the standard reguired in order to justify
indemnification or reimbursement in relation tc any matter
described in subsection {3} may be made only by the supreme

governing body OR BOARD OF DIRECTORS by a majority vote of a

quorum  consisting of persons who were not parties to the
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action, suit, or proceeding or by a court of competent
jurisdiction. The termination of an action, suit, or
proceeding by a judgment, order, settlement, or conviction
or upon a plea of no contest, does not create a conclusive
presumption that the perscn did not meet the standard of
conduct required in order to justify indemnification or
reimburgsement. The right of indemnification or reimbursement
is not exclusive of other rights to which the person may be
entitled as a matter of law, and the right inures to the
benefit of his heirs, executors, and administrators.

{5) A director, officer, employee, member, or volunteer
of a society who serves without compensation may not be held
liable, and a cause of action may not be brought, Eor
damages resulting from the exercise of judgment or
discretion in connection with the person's duties cr
responsibilities for the society unless the act or omission
involved willful or wanton misconduct.

{(6) A society may purchase and maintain 1liability
insurance for acts incurred in the course and scope o©f the
position for a person who is or was a director, officer,
employee, or agent of the society or who is or was serving
at the request of the society as a director, officer,
employee, or agent of any other firm, corpeoration, cr

organization.

NEW SECTION. Section 3. waiver. The laws of the
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society may provide that a subordinate body or any of its
subordinate officers or members may not waive any of the
provisions of the laws of the society. The provision is
binding on the society and every member and beneficiary of a
member.

NEW SECTION. Section 10. oOrganization, A  domestic
soCiety organized cn or after January 1, 1992, must be
formed as follows:

(1) Tem or more citizens o¢f the United States, a
majority of whom are residents of this state, who desire to
form a fraternal benefit society, may make, sign, and
acknowledge before the-commissioner-of-—-insurence A NOTARY
PUBLIC, an application for a---eharter ARTICLES OF
INCORPORATION that states:

(a) the proposed ceorporate name cof the society, which
may not 5o c¢losely resemble the name of any society or
insurance company as to be misleading or confusing:

{b) the purposes for which it is being formed and the
mode in which its corporate powers are to be exercised. The
purposes may not include more 1liberal powers than are
granted by [sections 1 through 37 38].

(c) the names and residences of the incorperators and
the names, residences, and official titles o©E all the
officers, trustees, directors, or other perscns who are to

have and exercise the general control of the management of
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the affairs and funds of the society for the first year or
until the ensuing election at which all officers are elected
by the supreme governing body. The election must be held not
later thgn 1 year from the date of issuance of the permanent

certificate of authority.

{2) The applicaticen for A---chareses ARTICLES OF

INCORPORATION, certified copies of the society's bylaws and
rules, copies of all proposed forms of certificates,
applications for certificates, and circulars toc be issued by
the society, and a bend conditioned upon the return to
applicants of the advanced payments if the organization 1is
not completed within 1 year must be filed with the
commissioner, who may require further information considered
necessary. The bond, with sureties approved by the
commissicner, must be in an amount, not less than $300,000
or more than $1,500,000, required by the commissioner. Ail
documerits filed must be in English. If the purposes ¢f the
society conform to the requirements of [sections 1 through
3% 38] and all provisions of law have been complied with,
the commissioner shall certify, retain, and file the
articles of incorporation and furnish to the incorporators a
preliminary certificate of authority authorizing the society
to solicit members.

{3) A preliminary certificate of authority granted

under the provisions of this section is not valid after 1
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year from its date of issuance or after an extended period,
not exceeding 1 year, as may be authorized by the
commissionar upon good cause shown, unless the 500
applicants required under subsection (4) have been secured
and the organization has been completed. The charter and all
other proceedings under the charter are void 1 year from the
date of issuance of the preliminary certificate of authority
or at the expiration of the extended peried, unless the
society has completed its organization and received a
certificate of authority to do business.

(4) Upon receipt of a preliminary certificate of
authority from the commissicner, the society may solicit
members For the purpose of completing its organization,
shall collect from each applicant the amount of not less
than one regular monthly premium in accordance with its
table of rates, and shall issue to each applicant a recelpt
for the amount collected. A society may not incur a
liability other than for the return of an advance premium,
issue any certificate, or pay, allow, offer, ar promise to
pay or allow any benefit tc a person until:

{a}) actual applications for benefits have been secured,
aggregating at least $500,000, on not 1less than 500
applicants, and any necessary evidence of insurability has
been Furnished to and approved by the society;

(b) at least 10 subordinate lodges have been
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egtablished into which the 500 applicants have been
admitted;

(c) there has been submitted to the commissioner, under
oath of the president, secretary. or corresponding officer
of the society, a list of the applicants, giving their
names, addresses, date each was admitted, name and number of
the subordinate 1lodge of which each applicant is a member,
amount of benefits toc be granted, and premiums for benefits:
and

{d) it has been shows to the commissioner, by sworn
statement of the treasurer or the corresponding officer of
the society, that at least 500 applicants have each paid in
cash at least one regular monthly premium., The aggregate
premiums must amount to at least $150,000. The advance
premiums must be held in trust during the period of
organization. If the society has not qualified for a
certificate of authority within 1 year, unless extended as
provided in subsection (3), the premiums must be returned to
the applicants.

{(5) The commissioner may in his discretion require and
examine additional information he considers advisable. Upon
presentation of satisfactory evidence that the society has
complied with all the provisions of law, the commissicner
shall issue a certificate <f authority to the soeiety,

authorizing it te transact business pursuant to the
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provisions of (sections 1 through 37 38]. The certificate of
authority is prima facie evidence of the existence of the
society at the date of the certificate. The commissioner
shall recordé the certificate of authority.

(6) A society authorized to transact business in  this
state on January 1, 1992, is not required to reincorporate.

(7) An wunincorpecrated or veoluntary association may not
transact business in this state as a society. Every
voluntary asscciation incorporated as provided in section
629(2), Chapter 286, Laws of 1959, may incur the obligations
and enjoy the benefits of a society as if it were originally
incorporated, and the corporation is considered a
continuation of the original voluntary association. The
officers must be elected and serve as provided in its
articles of incerporation., Incorporation of a voluntary
association dces not affect existing suits, claims, or

contracts.

NEW SECTION. Section 11. Amendments to laws. (1) A
domestic society may amend its laws in accordance with tes
THE provisions QF ITS LAWS by action of its supreme
governing body at any regular or special meeting or, if its
laws provide, by referendum. The referendum may be held in
accordance with the provisions of its laws by a vote of the
voting members of the soclety, by a vote of delegates or

representatives of voting members, or by a vote of local
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lodges. A society may provide for voting by mail. An
amendment submitted by referendum may not be adopted unless,
within 6 months from the date of submission, a majority of
the members voting have signified their consent to the
amendment.

(2) An amendment to the laws of a domestic society does
not take effect unless approved by the commissioner of
insurance, who shall approve the amendment if he finds that
it has been adopted and is not inconsistent with any
requirement of the laws of this state or with the character,
cbjectives, and purposes of the society. Unless the
commissioner disapproves an amendment within 60 days after
its filing, the amendment is considered approved. The
approval or disapproval of the commissioner wmust be in
writing and mailed to the secretary or corresponding officer
of the society at its principal office. If the commissioner
disapproves an amendment, the reasons for the disapproval
must be stated in the written notice.

{3) Within 90 days of approval by the commissioner, all
amendments or a synopsis ¢f the amendments must be furnished
to all members of the sSociety, either by mail or by
publication in full in the official publication of the
society.

{4) A foreign or alien society authorized to do

business in this state shall file with the commissioner a
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certified copy of all amendments of or additions to its laws
within 90 days after their enactment.

{5} Printed copies of the laws, as amended, that are
certified by the secretary or a corresponding cfficer of the
society are prima facie evidence of their legal adoption.

NEW SECTION. Section 12, iInstitutions. (1) A society
may create, maintain, and operate, or may establish
organizations to operate, not-for-profit institutions to
further the purposes permitted by [section 5(1)(B)]. The
ingtitutions may furnish services free or at a reasonable
charge. Any real or personal property owned, held, or leased
by the society for these purpcses must be reported in every
annual statement but may not be allowed as an admitted asset
of the society.

(2) A society may not own or operate funeral homes or
undertaking establishments.

NEW SECTION. Section 13. Reinsurance. (1) A domestic
society may, by a reinsurance agreement, cede any individual
risk or risks in whele or in park to an insurer, other than
another fraternal benefit society, having the poewer to make
the reinsurance and authorized to do business in this state
or, if not authorized to do business in this state, an
ingurer that is approved by the commissioner of insurance., A
society may not reinsure substantially all of its insurance

in force without the written pefmission of the commissioner.
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A society may take credit for the reserves on the ceded
risks to the extent reinsured. A credit may not be aliowed
as an admitted asset or as a deduction from liability to a
ceding society for reinsurance made, ceded, renewed, or
otherwise becoming effective on or after July 1, 1992,
unless the reinsurance is payable by the assuming insurer on
the basis of the liability of the ceding society under the
contract or contracts reinsured without diminution because
of the insolvency of the ceding society.

{2) MNotwithstanding the limitation in subsection (1), a
society may reinsure the risks of another society in a
consolidation or merger approved by the commissioner under
{section 14].

NEW SECTION. Section 14. Consolidations and mergers.
(1) A domestiec society may consclidate or merge with any
other society by complying with the provisions of this
section. The consclidated or merged scciety shall file with
the commissioner of insurance:

{a) a certified copy of the written contract containing
in full the terms and conditions of the consolidation or
merger;

(b) a sworn statement by the president and secretary or
corresponding officers of each society showing the financial
condition of each society on a date [fixed by the

commissioner, but not earlier than December 31 preceding the
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date of the contract;

{c) a certificate of the officers of each society,
verified by their respective oaths, that the conscolidation
or merger has been apprcved by a two-thirds vote of the
supreme governing body of each society, held at a regular or
special meeting of each body or, 1if the society's laws
permit, by mail:; and

(d) evidence that at least 60 days prior to the action
of the supreme governing body of each society, the text of
the contract was furnished to all members of each socciety,
either by mail or by publication in full in the official
publication of each society.

{2y If the commissioner £finds that the contract
containing the terms and conditions of the proposed
consclidaticon or merger is in conformity with this section,
that the financial statements are correct, and that the
consclidation or merger is just and equitable to the members
of each society, the commissioner shall approve the contract
and issue a certificate approving the contract.

(3) Upon approval, the contract is in full force and
effect unless a society that is g party to the contract is
incorporated under the laws of any co¢ther state, district,
territory, province, or country. In that eaevent, the
consclidation o©r merger 1s not effective until it is

approved as provided by the laws of that state, district,
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territory. province, or country and a certificate of
approval has been filed with the commissioner of insurance
of this state.

{4) When the consclidation or merger becomes effective,
all the rights, franchises, and interests of the
consclidated or merged societies in and to every type of
property, real, personal, or mixed, and things in action
pertaining to the property are vested in the society
resulting from or remaining after the consolidation or
merger without any other instrument, except that conveyances
of real property may be evidenced by deeds. The title to any
real property or interest in real property vested under the
laws of this state in any of the societies consolidated or
merged may not revert or be impaired by reason of the
consolidation or merger, but the title vesats in the society
resulting from or remaining after the consolidation or
merger.

(5) The affidavit of any officer of the society or of
anyone authorized by the society to mail a notice or
document, stating that the notice or document has been
addressed and mailed, is prima facie evidence that the
notice or document has been furnished to the addressees.

NEW SECTION. Section 1B5. conversion of a soeciety into

a mutual 1life insurance company. A domestic society may be

converted and licensed as a mutual life insurance company by
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compliance with all the applicable requirements of Title 33
if the plan of conversion has been approved by the
commissioner of insurance. The board of directors shall
prepare a written plan of conversion that sets forth in full
the terms and conditions of conversion. An affirmative vote
of two-thirds of all members of the supreme governing body
at a regular or special meeting is necessary for the
approval of the plan. A conversion may not take effect
unless approved by the commissioner, who may approve the
conversion if he finds that the proposed change is in
conformity with the requirements of law and not prejudicial
to the certificate holders cf the society.

NEW SECTION, Section 16. Benefits. (1)} A society may
provide the feollowing contractual benefits in any form:

(a) death benefits;

(b) endowment benefits;

(c) annuity benefits;

{d) temporary or permanent disability benefits;

{e) hospital, medical, or nursing benefits;

(£} monument or tombstone benefits to the memory of
deceased members; and

{9) other benefits authorized for life insurers that
are not inconsistent with [sections 1 through 37 38].

(2) A society shall specify in its rules those persons

who may be issued or covered by the contractual benefits in
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subsection (1), consistent with providing benefits to
members and their dependents. A society may provide benefits
on the lives of children under the minimum age for adult
membership upon application of an adult person.

NEW SECTION. Section 17. Beneficiaries. (1) The owner
of a benefit contract may change the beneficiary or
beneficiaries in accordance with the laws or rules of the
society unless the owner waives this right by specifically
requesting in writing that the beneficiary designation be
irrevocable. A society may, through its laws or rules, limit
the scope of beneficiary designations and shall provide that
a revocable beneficiary may not have or obtain a vested
interest in the proceeds of a certificate until the
certificate becomes due and payable under the provisions of
the benefit contract.

{2} A society may make provision for the payment of
funeral benefits of up to $500 under a certificate due to a
person EQUITABLY entitled to payment for the burial of a
member .

(3) If, at the death of any person insured under a
henefit contract, there is no lawful beneficiary to whom the
proceeds are payable, the amount of the benefit, except to
the extent that funeral benefits may be paid as provided in
subsection (2), is payable to the estate of the deceased. If

the owner of the certificate is a person other than the
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insured, the proceeds are payable to the owner.

NEW SECTION. Section 18. Benefits not attachable.

Money or other benefits, charity, relief, or aid to be paid,
provided, or rendered by a society is not liable to
attachment, garnishment, or other process and may not be
seized, taken, appropriated, or applied by any 1legal or
equitable process or operation of law to pay any debt or
liability of a member, a beneficiary, or any other person
who may have a right to the benefit, either before or after
payment by the scciety.

NEW SECTION. Section 19. Benefit contract. (1) A
society authorized to do business in this state shall issue
to the owner of a benefit contract a certificate specifying
the amount of benefits provided. The certificate must state
that the certificate, together with any attached riders or
endorsements, the laws of the society, the application for
membership, the application for insurance and declaration of
ingurability, if any, signed by the applicant, and all
amendments to each, constitutes the benefit contract, as of
the date of issuance, between the society and the owner. A
copy of the application for insurance and declaration of
insurability, 1f any, must be endorsed upon or attached to
the certificate. All statements on the application must be
representations and not warranties. Any waiver of this

provisien is void.
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(2} Any changes, additions, or amendments tc the laws
of the society made or enacted after the issuance af the
certificate bind the owner and the beneficiaries and control
the benefit contract in all respects as if the changes,
additions, or amendments were in force at the time of the
application for insurance. However, a change, addition, or
amendment does not destroy or diminish benefits that the
society contracted to give the owner as of the date of
issuance.

{(3) A person .upon whose 1life a benefit contract is
issued before attaining the age of majority is bound by the
terms of the application and certificate and by all the laws
and rules of the society to the same extent as though the
age of majority had been attained at the time of
application.

{4) A society shall provide in its laws that if its
regervea for one or more classes of certificates beccme
impaired, its board of directors or corresponding body may
require that the owner of a certificate pay to the society
the amount of the owner's egquitable proportion of the
deficiency as ascertained by its board and that if the
payment is not made either:

(a) it is an indebtedness against the certificate and
draws interest not to exceed the rate specified for

certificate loans under the certificates; or
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{b) in lieu of or in combinaticon with the provisions of
subsection ({4}(a}, the owner of the certificate may accept a
proportionate reduction in benefits under the certificate.

{S) The society may specify the manner of election and
which alternative under subsection (4) is to be presumed if
no elaction is made.

{6) Copies of any of the documents mentioned in this
section, certified by the secretary ot corresponding officer
of the society, must be received in -evidence concerning the
terms and conditions of the documents.

{7) A certificate may not be delivered or issued for
delivery in this state unless a copy of the form has been
filed with the commissioner of insurance in the manner
provided for policies issued by life and disability insuters
in thie state. Certificates issued prior to #--year-—after
July 1, $992 1993, must conform to the requirements provided
by the laws applicable immediately pricor to July 1, 1992. a
life, disability, or annuity certificate issued on or after
t~-year--frem July 1, 932 1993, must meet the standard
contract provision requirements not inconsistent with
[sections 1 through 37 38] for policies issued by life and
disability insurers in this state, except that a society may
provide in its certificates for a grace period of 1 month
far payment of premiums. The certificate must contain a

Provision stating the amount of premiums payable under the
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certificate and a provision reciting or setting forth the
substance of any sections of the society's laws or rules in
force at the time of issuance of the certificate that, if
violated, will result in the termination or reduction of
benefits pavyable under the certificate. If the laws of the
society provide for the expulsion or suspension of a member,
the certificate must contain a provision that a member
expelled or suspended, except for nonpayment of a premium or
within the contestable period for material misrepresentation
in the application for membership or insurance, has the
privilege of maintaining the certificate in force by
continuing payment of the required premium.

{8) Benefit contracts issued on the lives of persons
below the society's minimum age for adult membership may
provide for transfer of control of ownership to the insured
at an age specified in the certificate. A society may
require approval of an application for membership in order
to effect this transfer, and it may provide in all other
respects for the regulation, government, and control of the
certificates and all rights, obligations, and liabilities
incident to and connected with the transfer. Ownership
rights prior to the transfer must be specified in the
certificate.

(9) A society may specify the terms and conditions on

which benefit contracts may be assigned.
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NEW SecTIOon. Section 20. Nonforfeiture benefits, cash
surrender values, certificate loans, and other optiona. (1)
For certificates issued prior to i-yeer—-after July 1, 592
1993, the value of every paid-up nonforfeiture benefit and
the amount of any cash surrender value, loan, or other
option granted must comply with the provisions of law
applicable immediately prior to July 1, 1992,

(2) FOR CERTIFICATES ISSUED ON OR AFTER JULY 1, 1993,

FOR  WHICH RESERVES ARE COMPUTED ON THE COMMISSIONER OF

INSURANCE'S 1941 STANDARD ORDINARY MORTALITY TABLE, THE

COMMISSIONER'S 1941 STANDARD INDUSTRIAL MORTALITY TABLE, THE

COMMISSIONER'S 1958 STANDARD ORDINARY MORTALITY TABLE, THE

COMMISSIONER'S 1980 STANDARD MORTALITY TABLE, OR ANY MORE

RECENT TABLE MADE APPLICABLE TO LIFE INSURERS, EVERY PAID-UP

NONFORFEITURE BENEFIT AND THE AMOUNT COF ANY CASE SURRENDER

VALUE, LOARN, CR OTHER OPTION GRANTED MAY KROT BE LESS THAN

THE CORRESPONDING AMOUNT ASCERTAINED IN ACCORDANCE WITE THE

LAWS OF THIS STATE APPLICABLE TO LIFE INSURERS__ISSUTHG

POLICIES CONTAINING SIMILAR BENEFITS BASED UPON THE TABLES.

NEW SECTION. Section 21. Investments. ~T1) A society
may invest its funds conly in investments authorized by the
laws of this state for the investment of assets of life
insurers. a foreign or alien society that is permitted or
seeking to do business in this state and that invests its

funds 1in accordance with the laws of the state, districe,
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territory, province, or country where it is incorporated
meets the requirements of this section for the investment of
funds.

t2y-—fvepy—paid-up-nonforfeiture-benefic-and-the~anount
ef-any-cash-surrender-vatuer-taan;-or~other--option--granted
in-certificates—issued-on-or-atter—i-year-from-duty~i;-19925
fav—~whiech~-reserven——are——compputed-——on--the-commissioner-of
insuranceis-1341--standard--crdinary-—mortatity-—-tabies-—-the
ceamissioneris-194t-standard-industriat-mortaiity-tadier-the
commissioneria-~1958—--standard-ardinary-mortaticy-tabier—the
commissionerts-19360-standaré-ordinary--mortattty--tabler—-or
any-—mere——-recsne—table-mde—-appiicable—co-tife-inanrers-may
nat-be—tess-than-the—corresponding-amount-appticabie-te-tife
insurers—-rasuing-poiicies-contatning-simitar-benefics-—based
upon—the-tabless

NEW SECTION. Section 22. Punds. (1) All assets must be
held, invested, and disbursed for the use and benefit of the
society, and a member or beneficiary may not have or acquire
individual rights in assets or become entitled to any
apportionment on the surrender of any part of the assets
except as provided in the benefit contract.

(2) A society may create, malntain, invest, disburse,
and apply any special fund or-funds necessary to carry out
any purpose permitted by the laws of the society.

{3) Pursuant to a resolution of. its supreme governing
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body, a society may establish and operate one or more
separate accounts and issue contracts on a variable basis,
subject to the provisions of law regulating life insurers
establishing similar accounts and issuing similar contracts.
To the extent the society considers it necessary in order to
comply with any applicable federal or state laws or any
rules issued under those laws, the society may adopt special
procedures for administering a separate account and may, for
persons having beneficial interests in a separate account,
provide special voting and other rights, including without
limitation special rights and procedures relating to
investment policy, investment advisory services, selection
of certified public accountants, and selection of a
committee to manage the business and affairs of the account.
A society may issue contracts on a variable basis to which
the provisions of [section 19{2) and (4)] do not apply-.

NEW SECTION. SECTION 23. scork - PROVISIONS

APPLICABLE. (1) EXCEPT AS PROVIDED IN SUBSECTION {2},

SOCIETIES ARE GOVERNED BY [SECTIONS 1 THROUGH 38] AND ARE

EXEMPT FROM ALL OTHER PROVISIONS OF THE INSURANCE LAWS OF

THIS STATE, NOT ONLY IN GOVERNMENTAL RELATIONS WITH THE

STATE BUT FOR EVERY OTHER PURPOSE. THE PROVISIONS OF A LAW

ENACTED AFTER JANUARY 1, 1992, DO NOT APPLY TO _FRATERNAL

BENEFTT SOCIETIES UNLESS EXPRESSLY MADE APPLICABLE BY THE

PROVISIONS OF THE LAW.
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(2) IN ADDITION TO THE PROVISIONS OF [SECTIONS 1

THROUGH 38], THE PROVISIONS OF CHAPTER 1, PARTS 1 THROUGH 4§

BND _7; 33-2-104; 33-2-107; 33-2-112; CHAPTER 2, PART 32 13;

33-3-308; 33-15-502; AND CHAPTERS 17, 18, 20, AND 22 APPLY

TO FRATERNAL BENEFIT SOCIETIES TQ THE EXTENT APPLICABLE AND

TO THE EXTENT NOT 1IN CONFLICT WITH THE PROVISIONS OF

[SECTIONS 1 THROUGH 38] AND THE REASONABLE IMPLICATIONS OF

[SECTIONS 1 THROUGH 38}.

NEW SECTION. Section 24. rTaxation. A society organized

or licensed under [sections-1l through 3% 38] is a charitable
and benevolent institution, and all of its funds are exenpt
from all state, county, district, municipal, and school

taxes other than taxes on real estate and office equipment.

NEW SECTION. Section 25. valuation., {1) Standards of

valuation for certificates issued prior to i-year-after July
1, 3992 1993, must be those provided by the laws applicable
immediately prior to July 1, 1992.

{2) (a) The minimum standards of valuation for
certificates 1iasueé on or after i-year—frem July 1, %992
1993, must be based on the following tables:

{i) for certificates of life insurance--the
commissioner of insurance's 1941 standard ordinary mortality
table, the commissioner's 1941 standard industrial mortality

table, the commissioner's 1958 standard ordinary mortality

table, the commissioner's 1980 standard ordinary mortality

-29~ HB 651

10
11
1z
13
14
15
16
17
18
19
20

21

23
24

25

HB 0651/03

table, or any more recent table made applicable to 1life
insurers;

(ii) for annuity and pure endownment certificates, for
total and permanent disability benefits, for accidental
death benefits and for noncancelable accident and health
benefits—-the tables authorized for use by life insurers in
this state.

(b) All of the certificates must be wvalued under
valuation methods and standards, including interest
assumptions, that are in accordance with the laws of this
state applicable to 1life insurers that issue policies
containing similar benefits.

{3) The commissioner may accept other standards for
valuation if he finds that the reserves produced by the
valuation will not be less in the aggregate than reserves
conmputed in accordance with the minimum valuation standard
prescribed in this section. The commissioner may vary the
standards of mortality applicable to all benefit contracts
on substandard lives or other extrahazardous lives by a
society authorized to do business in this state,

{4) A soclety, with the consent of the commissioner of
insurance of the state of domicile of the society and under
conditions, if any, that the commissioner may impose, may
establish and maintain reserves on its certificates in

excess of required reserves, but the contractual rights of a
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benefit member may not be affected by the excess reserves.

NEN SECTION. Section 26. Reports —- fee. Reports ‘must
be filed in accordance with the provisions of this section.

{1} On or before March 1 of each vear, unless for cause
shown the time has been extended by the commissioner of
insurance, a scciety that transacts business in this state
shall file with the commigsioner of insurance a statement of
its financial condition, transactions, and affairs for the
preceding calendar year and pay a £iling fee of §25. The
statement must be in the general form and con:text approved
by the natiocnal association of insurance commissioners for
fraternal benefit societies and as supplemented by
additional information reqguired by the commissioner.

{2} As part of the annual statement, each society
shall, on or before March 1, file with the commissioner a
valuation of its certificates in force on the preceding
December 31. The commissioner may, for cause shown, extend
for not more than 2 calendar montha the time for filing the
valuation. The valuation must be done in accordance with the
standards specified in [section 24 25]. The valuation and
underlying data must be certified by a qualified actuary or,
at the expense of the society, werified by the actuary of
the department of insurance of the state of domicile of the
society.

{3) A society that fails to file the annual statement
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in the form and within the time provided by this section
shall farfeit $100 for each day during which the failure
continues, and, upon notice by the commissioner to that
effect, its authority to do business in this state ceases
while the default continues.

NEW_SECTION. Section 27. aAnnual certificate -- fees.
(1) A society may not insure a risk in this state unless it
holds a certificate of authority issued to it by the
commiasioner of insurance.

(2) A society's certificate of authority continovea in
force as long as the society 1s entitled to it under
[gections 1 through 3% 38] and until suspended, revoked, or
otherwise terminated. However, continuance of the
certificate by the society is conditioned upon payment
before May 15 of each year of a continuation fee of $10. The
fee must be deposited by the commissioner of insurance with
the state treasurer to the credit of the state general fund.

{(3) TIf a society does not continue its certificate of
authority in accordance with subsection (2), its certificate
of authority expires at midnight on the May 31 .following its
failure to continue it in force. In that case, the
commissioner shall promptly notify the society of the
impending expiration of its certificate of authority.

(4) The commissioner may reinstate a ecertificate of

authority that a society has inadvertently permitted to
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expire, after the society has fully cured all failures that
resulted in the expiration and upon payment by the society
of a $25 Eee for reinstatement in addition to the
continuation fee provided for in subsection (2). If a
certificate is not reinstated, the commissioner may grant a
society another certificate of authority only after the
society files an application for a certificate of authority
and meets all other requirements for an original certificate
of authority in this state.

(5) The commissioner . may amend a certificate of
authority at any time to conform to changes in a society's
charter of insuring powers.

(6) A certified copy or duplicate of a certificate of
authority is prima facie evidence that the society is a
fraternal benefit society within the meaning of [sections 1
through 37 38].

NEW SECTION. Section 28. Eexamination of societies. (1}
The commissioner of insurance or any person he may appoint
may examine any domestic, foreign, or alien socliety
transacting or applying for admission to transact business
in this state in the same manner as authorized for
examination of domestic, foreign, or alien insurers.
Requirements of notice and an opportunity to respond before
findings are made public, as provided in the laws regqulating

insurers, are applicable to the examination of societies.
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{2) The expenée of each examination and of each
valuation, including compensation and actual expenses of
examiners, must be paid by the society examined or whose
certificates are valued, upon statements furnished by the
commissioner.

NEW SECTION. Section 29. Foreign or alien society -—
admission. (1) A foreign or alien society may not transact
business in this state without a license issued by the
commissioner of insurance. A foreign or alien society
desiring admission to this state shall comply substantially
with the requirements and limitations of [sections 1 through
33 38] applicable to domestic societies. A society may be
licensed to transact business in this state upon filing with
the commissioner:

{a) a certified copy of its articles of incorporation:

{b) a copy of its bylaws, certified by its secretary or
correspending officer; )

{c) a written appointment of the commissioner to be the
society's agent, as prescribed in ([section 34 35];

{(d) a statement of its business, under cath of its
president and secretary or corresponding officers, in a form
prescribed by the commissioner, verified by an examination
made by the supervising insurance cfficial of its home state
or other state, district, territory, province, or country

satisfactory to the commissioner of this state;
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{e) certification from the proper ocfficial of its home
state, district, territory, provinee, or country that the
saociety is legally incorporated and licensed t0> transact
business in that jurisdiction;

(£) copies of its certificate forms: and

{g) other information the commissioner considers
necessary.

{2) A foreign or alien society applying for authority
to transact business in this state must have the
qualifications required of domestic societies organized
under {sections 1 through 3% 38].

NEW SECTION. Section 30. Injunction —- ligquidation --
receivership of dJomestic society. {1) The conmissicner of
ingsurance shall notify a domestic society of a deficiency or
deficiencies and state in writing the reasons for his
dissatisfaction, whenever the commissicner, upon
investigation, finds that the society:

{a) has exceeded its powers:;

{b) has failed to comply with any provision of
[seections 1 through 3% 381:

{c) 1is not fulfilling its contracta in good faith:

(d) has a membership of 1less than 460 after an
existence of 1 year or more; or

(e) is conducting business fraudulently or in a manner

hazardous to its members, creditors, the public, or the
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business.

{2) Whenever a deficiency or deficiencies are found,
the commissicner shall issue to the society a written notice
that requires the deficiency or deficiencies to be
corrected. The society shall within 30 days comply with the
commissioner's reguest for correction. If the society fails
to comply, the commissiconer shall notify the society of the
noncompliance and require the society to show cause by a
stated date why it should not be enjoined from transacting
business until the viclation complained of is corrected or
why an action in gQuo warranto should not be commenced
against the society.

(3) If the society does not present sufficient reasons
why it should not be enjoined from transacting business or
why the guo warranto action should not be commenced, the
commissioner may present the facts relating ta his
determination to the attorney general who shall, if he finds
that the circumstances warrant, commence an action to enjoin
the society from transacting business or an action in quo
warranto.

(4) The court shall notify the officers of the society
of a hearing. If after a hearing it appears that the society
should be enjoined or liguidated or that a receiver should
be appointed, the court shall enter the necessary order. A

society enjoined from transacting business may not do
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business until:

{a) the commissioner finds that the violation
complained of has been corrected;

{b) the costs of the actiocn have been paid by the
society if the court finds that the society was in default
as charged:;

{c) the court has dissolved its injunction; and

{d) the commissioner has reinstated the certificate of
authority.

(5) If the court orders the society liquidated, it is
enjoined from transacting any further business. The receiver
of the society shall proceed at once to take possession of
the books, papers, money, and other assets of the saciety
and, under the direction of the court, proceed to close the
affairs of the society and distribute its funds to those
entitled to the funds.

{6) An action under this section may not be recognized
in any court of this state unless brought by the attorney
general upon request of the commissioner. The court shall
appoint the commissioner as the receiver for a domestic
society.

(7) The provisions of this section relating to hearing

by the commissioner, action by the attorney general at the

request of the commissioner, hearing by the court,
injunction, and receivership apply to a society that
-37- HB 651
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voluntarily decides to discontinue business.

NEW _SECTION. Section 31. Suspension, revocation, or
refusal of 1license of foreign or alien society. (1) The
commissioner of insurance shall notify a foreign or alien
saciety of a deficiency or deficiencies and state in writing
the reasons for his dissatisfaction, whenever the
commigsioner, upen investigation, finds that the scociety
transacting or applying to transact business in this state:

(a) has exceeded its powers:

{b) has failed to comply with any cf the provisions of
[sections 1 through 33 38};

(c) is not £fulfilling its contracts in good faith; or

{d) is conducting its business fraudulently or in a
manner hazardous to its members, creditors, or the public.

{(2) Whenever a deficiency or deficiencies are found,
the commissioner shall issue to the society a written notice
that requires the deficiency or deficiencies to be
corrected. The society shall within 30 days comply with the
commissioner's request for correction. If the society fails
to comply, the commissioner shall notify the society of the
noncompliance and require the society to show cause by a
stated date why its anthority to do business in this state
should not be suspended, revoked, or refused.

(3) If the scciety does not present sufficient reason

why its authority to do business in this state should not be
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suspended, revoked, or refused, the commissioner may:

{a} suspend or refuse the authority of the society to
do business in this state until satisfactory evidence is
furnished to the commissioner that the suspension or refusal
should be withdrawn; or

¢b) ravoke the authority of the society to do business
in this state.

{4) Nothing in this section may be construed as
preventing any society from continuing in good Faith all
contracts made in this state during the time the society was
legally authorized to transact business in this state.

NEW SECTION. Section 32. Injunction. An application or
paetition for injunction against any domestic, foreign, or
alien soéiety or lodge of a gociety may not be recognized in
any court of this state unless made by the attorney general
upon request of the commissicner of insurance.

NEW SECTION. Section 33. Producer 1licensing. (1) A
society's insurance producer must be considered to an be
insurance producer and is subject to the same licensing
requirements as insurance producers under Title 33, chapter
17, except that an examination is not reguired of an
individual who is licensed 1in this state as an insurance
producer for a society as to the kind of insurance to be
transacted on or before October 1, 1981, and who continues

to be licensed as an insurance producer.
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{2) A society doing business in this state may not pay
to a person who is not a licensed insurance producer of the
society any commission ocr other compensation for any
services in obtaining in this state any new contract of
life, accident, or health insurance or any new annuity
contract.

NEW SECTION. Section 34. uUnfair methods of competition
and unfair or deceptive acts and practices. A society
authorized to do business in this state and its insurance
producers are subject to the provisions of {sections-%
thrsugh-37+ CHAPTER 138 that relate tc unfair or deceptive
trade practices. However, nothing in fsections-:-threugh-37}
CHAPTER 18 may be construed as applying to or affecting the
right of a society to determine its eligibility reguirements
for membership or be construed as applying to or affecting
the offering of benefits exclusively to members or pearscons
eligible for membership in the society by a subsidiary
corporation or affiliated organization of the society.

NEW SECTION. Section 35. Commissioner as agent --
service of process -— procedure -- fee. (1} A society
authorized to do business in this state shall appoint in
writing the commissioner of insurance as its agent upon whom
all lawful process in any action or proceeding against it
must be served. The society shall agree in writing that any

lawful process against it that is served on the commissioner
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is of the gsame legal force and validity as if it had been
served upon the society. The appointment continues in force
as long as any liability remains outstanding in this state.
Copies of the appointment, certified by the commissioner,
may be admitted in ewvidence.

{2) Service may be made only upon the commissioner or,
if absent, upon the person in charge of the commissioner's
office. Service must be made in duplicate and constitutes
service upon the society. When legal process against a
society is served upon the commissioner, the commissioner
shall forward one of the duplicate copies by certified mail
to the secretary or corresponding officer of the society.
The service may not require a society to file its answer,
pleading, or defense in less than 30 days from the date of
mailing the copy of the service to the society.

{3) Legal process may not be served upon a society
except in the manner provided in this section.

(4) At the time of serving any process upon the
commissioner, the plaintiff or complainant in the action
shall pay to the commissioner a fee of $2.

NEW SECTION. Section 36. Review. All decisions and
Eindings of the commissioner of insurance made under the
provisions of [sections 1 through 3% 38] are subject to

review by the court in accordance with the provisions of

33-1-711.
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NEW SECTION. Section 37. Penaltiea. (1) A person who
makes a false or fraudulent statement in or relating to an
application for membership or for the purpose of obtaining
money £from a benefit in any society is gquilty of a
misdemeanor.

(2} A person who sclicits membership for, or in any
manner assists in procuring membership in, any society not
authorized to transact business in this state is subject to
an administrative fine, iﬁposed by the commissioner of
insurance, of not less than $25 or more than $500 for each
violation.

(3) A person convicted of a willful viclation of, or
neglect or refusal to comply with, any provision of
(sections 1 through 3% 38} for which a penalty is not
otherwise prescribed shall be punished by a fine of not more
than $1,000 for each violation and not more than $10,000 for

all related violations.

NEW SECTION. Section 38. Exemption of certain
societies., (1) Nothing in [sections 1 through 3% 38} may be
construed to affect or apply to:

{a) grand or subordinate lodges of societies, orders,
or associations doing business in this state on July 1},
1992, that provide benefits exclusively through local or

subordinate lodges;

(b) (i) orders, societies, or associations that admit
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to membership only persons engaged in one or more crafts or
hazardous occupations or in the same or similar lines of
business and that insure only their own members and their
families:; and

(ii1) the ladies' societies or ladies' auxiliaries to
such orders, societies, or associations;

(¢) domestic societies that limit their membership to
employees of a particular city or town, designated firm,
business house, or corporaticon and that provide for a death
benefit of not more than $400 or disability benefits of not
more than $3506 to any person in any 1 year, or both; or

{d) domestic societies or associations ©of a purely
religious, charitabie, or benevolent description, which
provide for a death benefit of not more than $400 or for
disability benefits of not more than $350 to a perscn in any
1 year, or both.

(2) A society or association described in subsections
{(1){e) or (1){d) that provides for death or disability
benefits for which benefit certificates are issued and a
society or asscciation included in subsection (1)(d) that
has more than 1,000 members are not exempt from the
provisions of [gections 1 through 33 38].

(3) A society that is exempt under this section from
the requirements of [sections 1 through 37 38}, except a

society described in subsection (1)(b), may not give or
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allow or promise to give or allow to any person any
compensation for procuring new members.

(4) A scciety that provides for benefits in case of
death or disability resulting solely from accident and that
does not obligate itself to pay natural death or sick
benefits has all of the privileges and is subject to all the
applicable provisions and regulations of {sections 1 through
3% 38] except the provisions of [sections 1 through 37 38]
that relate to medical examination, valuations of benefit
certificates, and incontestability.

(5) The commissioner may require £from a society or
association, by examinaticn or otherwise, any. information
that will enable the commissioner to determine whether the
society or associaticn is exempt from the provisions of
{sections 1 through 3% 38].

{6) A society that is exempt under the provisions of
this section is also exempt from all other provisions of the
insurance laws of this state.

Saction 39. section 31-2-106, MCA, is amended to read:

*31-2-106. Exempt property —— bankruptcy proceeding. No
individual may exempt froﬁ the property of the estate in any
bankruptcy proceeding the property specified in 11 U.S.C.
522(d). An individual may exempt from the property of the
estate in any bankruptcy proceeding:

(1) that property exempt from execution of judgment as
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provided in 19-3-145, 19-4-706, 19-5-704, 19-6-705,
19-7-705, 19-8-805, 19-9-10606, 19-10-504, 19-11-612,
19~13-1004, 19-21-212, Title 25, chapter 13, part 6,
33-F-5%% [section i8], 33-15-512 through 33-15-514,
35-10-502, 39-51-3105, 39-71-743, 39-73-110, 953-2-607,
53-9-12%, Title 70, chapter 32, and 80-2-245;

{2) the individual's right to receive unemployment
compensation and unemploywent benefits; and

{3) the individual's right ko receive benefits from or
interest in a private or governmental retirement, pension,
stock bonus, profit-sharing, annuity, or similar plan or
contract on account of illness, disability, death, age, or
length of service, excluding that portion of contributions
made by the individual within 1 year before the (filing of
the petition in bankruptcy which exceeds 15% of the
individual's groas income for that l-year period, unless:

(a) the plan or contract was established by or under
the auspices of an insider that employed the individual at
the time the individual's rights under the plan or contract
arose;

{b) the benefit is paid on account of age or length of
service; and

{c) the plan or contract does not qualify under section
401(a), 403(a), 403(b), 408, or 409 of rhe Internal Revenue

Code of 1954 (26 U.S.C. 401(a), 403(b), 408, or 409})."

~45- HB 651

-~

v ® N o w

10
11
12
i3
14
15
16
17
18
19
20
21
22
23

25

HB 0651/03

Section 40. section 33-22-1703, MCA, is amended to
read:

*33-22-1703. Definitions. As used in this part, the
following definitions apply:

{1) “Emergency services" means services provided after
suffering an accidental bodily injury or the sudden onset of
a medical condition manifesting itself by acute symptoms of
sufficient severity (including severe pain} that without
immediate medical attention the subscriber or insured could
reasonably expect that:

(a) his health would be in serious jeopardy;

{b) his bodily functions would be seriously impaired;

{c) a bodily organ or part would be sericusly damaged,.

(2) "“Health benefit plan" means the health insurance
policy or subscriber arrangement between the insured or
subscriber and the health care insurer that defines the
covered services and benefit levels available.

(3) "Health care insurer" means:

(a) an insurer that provides disability insurance as
defined in 33-1-207;

(by a health service corporation as defined in
33-30-101;

(c) a health maintenance organization as defined in

33-31-102;
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(d) a fraternal benefit society as defined described in
33~3-382 [section 1];

(e) an administrator as defined in 33-17-102; or

{f) any other entity regulated by the commissioner that
provides health coverage.

(4) “Health care services" means health care services
or products rendered or sold by a provider within the scope
of the provider's license or legal authorization or services
provided under Title 33, chapter 22, part 7.

{5} "Insured"” means an individual entitled to
reimbursement for expenses of health care services under a
policy or subscriber contract issued or administered by an
insurer.

(6) "Preferred provider* means a provider or groug of
providers who have contracted to provide specified health
care services.

{7) “preferred provider agreement® means a centract
between or on behalf of a health care insurer and a
preferred provider.

(8} ‘“Provider® means an individual or entity licensed
or legally authorized to provide health care services or
services covered within Title 33, chapter 22, part 7.

{9) "Subscriber™ mwmeans a certificate holder or other
person on whose behalf the health care insurer is providing

or paying for health care coverage.”
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NEW SECTION, Section 41. Repealer. Sectiona 33-7-101,
33-7-102, 33-7-103, 33-7-184, 33-7-111, 33-7-112, 33-7-113,
33~7-114, 33~7-115, 33-7-118, 33-7-201, 33-7-202, 33-7-203,
33-7-204, 33-7-205, 33-7-206, 33-7-207, 33-7-211, 33-7-212,
33-7-213, 33-7-301, 33-7-302, 33-7-303, 33-7-304, 33-7-305,
33-7-401, 33-7-402, 33-7-403, 33-7-404, 33-7-405, 33-7-406,
33-7-407, 33-7-501, 33-7-502, 33-7-503, 33-7-504, 33-7-505,
33-7-506, 33-7-507, 33-7-508, 33-7-509, 33-7-510, 33-7-511,
33-7-512, 33-7-513, 33-7-514, 33-7-51%, 33-7-51&, 33~-7-517,
33-7-518, AND 33-7-519, 33-F-5257--and--33-3-526y MCA, are
repealed.

NEW SECTION. Section 42. severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of'[this
act) is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applicatiocns,.

NEW_SEcTION, SECTION 43. CODIFICATION INSTRUCTION.

fSECTIONS 1 THROUGH 38] ARE INTENDED TO BE CODIFIED AS AN

INTEGRAL PART OF TITLE 33, AND THE PROVISIONS OF TITLE 33

APPLY TO [SECTIONS 1 THROUGH 38].

NEW SECTION. Section 44. pffective date. [This act] is
effective January 1, 1992,

-End-
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