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INTRODUCED BY 

~oo- bSi~ 

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, 33-7-303, 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, 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 incorporated or unincorporated society, without capital 

stock, including a society exempted under the previsions of 

[section 37], that is conducted solely for the benefit of 

its members and their beneficiaries and not for profit, that 

is operated on a :odge system with rit~alistic ~c~~s of 

work, that has a representative form of government, and that 

~n, """"""' <o"ncn 
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provides benefits in accordance with [sections l through 

37], 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 titual. 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. 

i2) A sociecy may organize and operate lodges for 

children under the minimum age :or adult membership. 

Membership and initiation in local lodges may not be 

~equired 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 society has a representative form of 

government if it has a supreme governing body organized as 

provided in subsection (2) or (3). 

I 2 l (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 ~he members directly or at 

intermediate assemblies or conventicns of members or their 

representatives, together with ache~ delegaces as may be 

;,rescr~~~d in th~ society•~ :a~s. A scciecy ~ay provide for 

clec~iun 0f delegates by ~ai:. 

-2-
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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 less ~ha~ the number of votes required to ame~d che 

s0ciety's :aws. ~he assembly ~ust be elected and shall ~eet 

at least o~ce every ~ years a~d shali elect a beard of 

directors to condcct 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. 

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

(A) a boa:d comp~sed of persons w~~ ~eet the criteria 

of subsection (5) ar.d who are elected by the members, either 

directly or by their representatives in intermediate 

assemblies; a~d 

(B) any ocner persons prescrioed in the society's laws. 

{ii) A society may provide for electio~ 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 ma:-.:1er 

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. A person filling dn 

unexpired +:::erm •.:if a:-i electeJ bci.J.rJ mernller ;,:., conside::-ed tc 

be an elected 8oard member. 
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(d) The board shall meet at least quarterly to conduct 

the business of the society. 

(4) The officers of the society must be elected either 

by tne assembly or by the board of directors, either of 

which constitutes the SLlprerne governing body. 

{5) Or.ly benefit members are eligible for election to 

the assembly, the board 01 directors, or an intermediate 

assembly. 

(6) Each voting member shall have one vote. A vote may 

not be cast by proxy. 

NEW SECT"ON. Section 4. As L:sed in 

[sections l through 37], 

Definitions. 

unless the context requires 

otherwise, the following defini~ions apply: 

I l I ''Benefit contract'' means the agreement for 

provision of authorized benefi~s described in [section 16]. 

[2) ''Benefit member'' ~eans an adult member who is 

designated by the laws or r~les 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 

incorporation, charter, 

(5) ''Lodge'' means 

the society's articles 

constitution, and bylaws. 

subordinate member units of 

of 

the 

society, known as camps, courts, c~uncils, or branches or by 

any other designation. 

-4-
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{6) "Premiums" means premiums, 

required contributions 

certificate. 

that are 

rates, dues, or other 

payable under t.:he 

(7l 11 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. 

(8) ''Society 11 means a fraternal benefit society 

described in (section l]. 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 :n [section 16}; 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 corporations 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 :aws and =ules 

and exercise powers necessary and incide~tal 

objectives and purposes of the society. 
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NEW SECTION. Section 6. Qualification for membership. 

(1) A society shall specify 1n its laws or rules: 

(aJ eligibility standards for each class of membership. 

However, if benefits are provided on the lives of children, 

the ~in:mum 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 riqhts and privileges of each membership class. 

However, only benefit members may vote on the management of 

the i0surance 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 socie~y. 

{3) Membership rights in the society are personal to 

the ~ember and a~e not assignable. 

~EW SLCTION, Section 7. Location of office -- meetings 

communication to members -- grievance procedures. (1) The 

principa: office of a domestic society must be locaced in 

this state. The meetings of its supreme governing body may 

be held :n any state, district, province, or territory where 

the soc:ety has at least five subordinate lodges or in a 

lo~atio~ determi~ed by the supreme governing oody. All 

uusi:~.·s~ ~r~r1sacted at meetings is valid. ~he ~~~~tes ~f ~he 

µrvcee~~ngs of the supreme gove~ning body and of ~he board 

-6-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

:2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1438;01 

of directors must be in English. 

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

official publication 1n which any notice, report, or 

state~en= required by law to be given to members, including 

notice cf election, may be published. Required reports, 

~otices, and statements must be princed conspicuously in the 

publication. 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 ~equests 

a separate copy. 

(b) Not later than June l of each year, a syncps~s ot 

the society's annual statement, providing an expla~ation of 

the facts concerning the condition of the society, m~st be 

printed and mailed to each benefit member of ~he soc:ety, or 

the synopsis may be published in the society's offic:al 

publication. 

(3) A society may provide in its :aws or rules for 

grievance or complaint procedures for members. 

NEW SEC'cION. Section 8. No personal liability. ( 1 I The 

officers and members of the supreme governing body or any 

subordinate body of a society are not personally liable fer 

any benefits provided by a society. 

12) A person may be indemni~ied and reimbu~sed oy 3 

society for expenses reasonably incurred by and liabilities 
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imposed upon him in connection with or arising out of an 

action, suit, 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 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, ~r 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 compcornise settlement. 

(b) A person may be indemnified or reimbursed if he 

acted in good faith ~or a purpose he reasonably believed to 

be in, or not opposed ~a, the best interests of the society. 

(4) The determina=io~ vf whether the person 1 s conduct 

met the standard req·..iired 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 actior, suit, or proceedi:1g by a judgment, 

order, settlement, or conviction or upon 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 of 

other rights to which the person may be entitled as a ~atter 

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 cf act.ion r.,O.j' r;ct. be brcug:1.t, :a: 

damages resulting from the exercise of judgment. 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 

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, corporation, or 

organization. 

NEW SECTION. Section 9. Waiver. ·The laws of the 

society may prpvide that a subordinate body or any of its 

s~oordindte officers or members may not waive any a~ ~he 

provisions of the laws of the society. The prov1sicn :s 
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binding on the society and every member and beneficiary of a 

member. 

NEW SECTION. Section 10. Organization. 

society organized on or after January 1, 

formed as follows: 

A domestic 

1992, must be 

(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 before the commissioner of 

application for a charter tnat scaces: 

insurance, an 

(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 l th~ough 37j. 

(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 ~he society for the first year or 

ur1til the ensuing election ac which all officers are elected 

by the s11prPne go~er:11~q ~~dy. The election must be held not 

ldter than l year 1·r0m :~e 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 Eor certificates, and 

circulars to be issued by the society, and a bond 

the advanced conditioned upon the return to applicants of 

payments if the organization is not completed within 1 year 

must be tiled with the commissioner, who may require further 

information considered necessary. The bond, with sureties 

approved oy the commissioner, must be in an amount, not less 

than $300,000 or ffiore than $1,500,000, requir-ed by the 

commissione~. Al~ doc~ments filed must be in English. If the 

purposes of the society conform to the requiremen.-.:s of 

[sections 1 through 37] and all provisions of law have been 

complied with, the commissioner shall certify, retair,, and 

file the articles of incorporation and furnish to the 

incorporators a preliminary certificate of .:i.:.itnor i ty 

authorizing the society to solicit members. 

{3) A preliminary certificate of authority granted 

under the provisior.s of this secLion is not valid after l 

year from its date of issuance or after an extended period, 

not exceeding l year, as may be authorized by the 

commissioner upon good cause shown, unless the 500 

~pplicants required under subsection (4) have bee~ sec~red 

and the organiza~ion has been completed. The cl1arter and all 
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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 its organization a~d received a 

certificate of authority to do b~siness. 

(4) Upon receipt of a preliminary certificate of 

authority from the commissioner, the society may solicit 

members for the purpose of completing its organization, 

shall collect from each applicant the amount of net less 

than one regular monthly premium in accordance with its 

:able 2f ~ates, and sha~! ~s3~e ~= each applicant a receipt 

for the amount collected. A soc1ety 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 allow any benefit to a persor. until: 

(a) actual applications for be~efits have been secured, 

aggregating at lease $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 tu the commissioner, under 

oath of th~ president, s~cretary, or corresponding otficer 

of the society, d list of che applicants, giving 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 swo=n 

statement of the treasurer or the corresponding officer of 

the society, that at least 500 applicants have each paid 1n 

cash at least one regular monthly premium. The aggregate 

premiums must amount to at least $150,000. The advance 

premiums muse be held in trust duri~g the pe=~~t -~ 

organization. If the society has not qualified for a 

certificate of authority within l year, unless exte~ded 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 co~.m~ssioner 

shall issue a certificate of authority to the society, 

authorizing it to transact business 

provisions of [sections l through 37]. The 

pursuant to 

certificate 

the 

of 

authority 1s prirna facie evidence of the existence of the 

society at the date of the certificate. The corrm1ssioner 

snall record tte certifi~ate of authority. 

(6) A society authorized to transact business i~ this 
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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 association ~ncorporated as provided in section 

629(2), Chapter 286, ~aws 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 

of a voluntary a~ticles cf i~co~pc~ati~n. !nco~poration 

assoc1at1on does 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 its 

provisions by action of HS supreme governing body at any 

if its laws provide, by regular or special meeting 

referendum. The referendum 

or, 

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 voting by mail. An amendment submitted by 

referendum may not be adopted unless, witr'.in 6 months from 

the date of sunmiss10n, a ma;or:ty of ~he members voting 

h~v~ s:~niried the~r c2nsent :c the amendment. 

(2) Ar1 ~mend~:~nt to =~e :aws of a domestic society does 

-1-l-
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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 ~ith any 

requirement of the laws of this state or with the character, 

objectives, 

commissioner 

its filing, 

and purposes of the society. Unless the 

disapproves an amendment witr.in 60 days after 

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 its principal office. If the commissioner 

disapproves a~ amendment, the redscns for the disapproval 

must be stated in the written notice. 

(3) Within 90 daJ''S ::if approval by the commissionerr all 

amendments or a synopsis of the amendments muse be furnished 

to all members of the soc.i..etyr either by mail or by 

publicacion in f~ll in che officidl publication ot the 

society. 

(4) A foreign or aiien society authorized to do 

business in this state shall file with the comnissioner 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 

scciety are prima facie evidence of their legal adoption. 

NEW SECTION. Section 12. Institutions. ill A society 
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may create, maintain, and operate, or may establish 

organizations to operate, not-for-profit institutions ta 

further the purposes permitted by [section 5]. The 

institutions may furnish services free or at a reasonable 

charge. Any real or personal property owned, he:d, or leased 

by the society for these purposes must be reported in every 

annual statement but may not oe 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 individ~al 

risk or risks in whole or in part to an ~nsurer, other than 

another fraternal benefit society, having the power to make 

the reinsurance and authorized to do business in this state 

or, if not a~thorized to do business in this state, an 

insurer that is approved by the commissioner ot insurance. A 

society may not reinsure substantially all of its insurance 

1n farce without the written permission of the commissioner. 

A society 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 society for reinsurance made, ceded, renewed, or 

otherwise becoming effective or. :.)r u(ter July 1, 1992, 

unless the reinsurance is payable by the assuming insurer on 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1438/01 

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 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 domestic society may consolidate or merge with any 

other society by complying with the provisions ot 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 consolidation or 

merger; 

{b) a sworn statement by the president and secretary or 

corresponding officers of each society showing the fina~cial 

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 society, held at a reqular or 

special meeting of each body or, if the society's laws 
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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 society, 

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, 

cnac che 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 cou~try. In that event, the 

consolidation or merger is not effective until it is 

approved as provided by the laws of that state, district, 

territory, 

approval 

province, or country and a certificate of 

has been filed with the commissioner of insurance 

of this state. 

(4) When the consolidation or merger becomes effective, 

dll th~ rights, f~anchises, and i~te~es~s of the 

consolidated or merqed sociec:es in and to every type of 
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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 

ffierger without any other instrument, except that conveyances 

of real property may be evidenced by deeds. The title to a~y 

rea: 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 er 

me!'g-er. 

(5) The affidavit of any officer of the society or of 

anyone authorized 

document, stating 

by the society to mail a notice or 

that the notice or document has been 

addressed and mailed, is prirna 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 dorr,estic society may be 

converted and licensed as a mutual life insurance company 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 

prepate a written plan of conversion that sets ~orth in full 

the terms and conditions of conversion. An affirmative vote 

of two-thirds of all members of the supreme govern:ng 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 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 of the society. 

NEW SECTION. Section 16. Benefits. (l} A society may 

provide the following contractual benefits in any form: 

(a) death benefits; 

(b} endowment benefits; 

(c) annuity oenefits; 

(d) temporary or permanent disability benefits; 

(e) 

( t) 

hospital, medical, or nursing benefits; 

monument or tombstone benefits to the 

deceased members; and 

memory of 

(g) other benefits authorized for life insurers that 

are not inconsistent with [sections l through 37]. 

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

who may be issued or covered by the contractual benefits in 

subsection (l), 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 
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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 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 becomes due and payable under the provisions of 

the benefit contract. 

( 2) A society may maKe provision for c.he pa.yrr .. 2wt 

funeral benefits of up to $500 under a certificate due to 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 whcm the 

proceeds are payable, the amount of the benefit, except to 

the extent that funeral benefits may be paid as provided in 

subsection (2), :s 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 is not liable to 

attachment, garnishment, or other process and may :1ot be 

seized, taken, appropriated, or applied by any le~al _,::-

equitable process er operation of law to pay any deo~ or 
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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. ( 1) A 

society authorized ta 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, che application for insurance and declaracion 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 

certificate bind the owner and the beneficiaries and control 

the benefit contract in all respects as if the changes, 

ddditions, or amendments were in force at the time of the 

application fo::- insurance. However, a change, addition, or 

amendment does not Cestroy 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 life 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 

application. 

the time of 

(4) A society shall provide in its laws that if its 

reserves for one or more classes of certificates become 

impaired, its board of director~ 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: 

{al 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 alternative under subsection {4) is to be presumed if 

na e:ection is m~de. 

( 6 I Copies of any of the documen~s me~tioned 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 of the form has been 

filed with the commissioner 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 ~, 1992. A 

life, disability, or annuity certificate issued on or after 

1 year from July l, 1992, must meet the standard contract 

provision requirements not inconsistent with [sections 1 

through 37] for policies issued by life and disabili-:y 

insurers in this state, except that a society may provide in 

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 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 payab~.e 

under the certificate. If the laws of t~e society provid~ 

for the expulsio~ or suspension of a member, the certif~~a•_-

must contain a provision that a member expeii~u c.r 

-24-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

LC 1438/01 

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 iives 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 memoership 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 

rLghts prior to the transfer must be specified in the 

certificate. 

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

which benefit contracts may be assigned. 

NEW SECTION. Section 20. Nonforfeiture benefits, cash 

surrender values, certificate loans, and other options. For 

certificates issued prior to 1 year after July 1, 1992, 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 p~ovisions cf law appl:cable 

immediately prior to July 1, 1992. 
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NEW SECTION. Section 21. Investments. ( 1) A 

may invest its funds only in investments authorized 

society 

by the 

laws of this state for the investment of assets of life 

insurers. A foreign or alien society that is permitted or 

seeking t~ do business in this state and that invests its 

funds in accordance with the laws of the state, district, 

ter:-ir:ory, province, or country where it is incorporated 

meets the requirements of this section for the investment of 

funds. 

(2) Every paid-up nonforfeiture benefit and the amount 

of any cash surrender value, loan, or other option granted 

in certificates issued on or after l 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 1980 standard ordinary mortality table, or 

any more recent table 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. Funds. (1) All assets must be 

held, inv~sted, and disbursed for the use and benefit ~f the 

society, 311d a me~ber or beneficiary may not have or acquire 

:ndividudl rights in assets or become entitled to any 

-26-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1438/01 

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 resolution 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 issu~ng si~il~r cc~tracts. 

To the extent the society considers it necessdry 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 re:ating 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. Taxation. A society organized 

[sections 1 through 37J ~s a ctaritable or lice~sed ur.der 

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 equipment. 

NEW SECTION. Section 24. Valuation. (1) Standards cf 

valuation for certificates issued prior to 1 year after July 

1992, must be those provided by the laws applicable 

immediately prier to July 1, 1992. 

( 2) {a) The minimum standards cf valuation fa~ 

certificates issued on or after l year from July 1, 1992, 

must be based on the following tables: 

( i) for certificates of life insurance--the 

commissioner of insurance's 1941 standard ordinary mortality 

table, the comm~ssioner'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 

insurers; 

table made applicable to life 

(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 authorized 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 life insurers that issue policies 
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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 ~ay 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 sociecy, with the consent of the ccmrr.:ssi=ner of 

insurance of the state of domicile of the society and under 

conditions, if any, that the commissioner 

establish and maintain reserves on its 

may impose, may 

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 of this section. 

(1) On or before March l 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 condition, transactions, and affairs for the 

preceding calendar year and pay a filing fee of $25. The 

statement must be in the general forn and co~text approved 

by the national association of insurance comnu.ssior.ers for 
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fraternal benefit societies 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 force on the preceding 

December 31. The commissioner 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 valuation 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 

society. 

(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. 

(l) A society may not insure a risk in this state unless it 

holds a certificate of authority issued to it by the 

commissioner of insurance. 

I 2 I .r\ society's 

force dS long as 

certificate of authority 

the society is entitled 
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[sections l 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 continuat1cn fee of $10. The 

fee must be deposited by the comrr.issioner of insurance with 

the state treasurer to the credit of the state general fund. 

f3) 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 that case, the 

comrn1ss1oner shall promptly no~1£y ~he suciety ~= the 

impending expiration of its certificate of authority. 

(4) The commissioner may reinstate a certificace 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 sociecy 

of a $25 fee for re1nstacement i~ addition to the 

continuation fee provided for in subsection (2). If a 

certificate is not ~einstated, 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. 

(;) The commissioner may amend a certificate of 

authority at any time to conform ~o 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 society is a 

fraternal benefit society within the meaning of [sections 1 

through 37]. 

NEW SECTION. Section 27. 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 

exam~natian of domestic~ foreiqn, a~ alie!"l insurers. 

Requirements of notice 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 valued, upon statements furnished by the 

commissioner. 

NEW SECTION. Section 28. Foreign or alien society 

admission. (ll 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 

de~iring admission to this state shall comply substantially 

with the requirements and limitations of [sections l through 
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37] 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 

corresponding officer; 

(c) a written appointment of the commissioner to be the 

society's agent, as prescribed in (section 34]; 

{d) a statement of its business, under oath of its 

presiden~ and secretary or corresponding officers, i~ a~~:~ 

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 home 

state, district, territory, province, or country that the 

society is legally incorporated and licensed to transact 

business in that jurisdiction; 

( f) 

(g) 

copies of its certificate forms; and 

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 ~equired of domestic societies organized 

under [sections 1 through 37]. 
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NEW SECTION. Section 29. Injunction -- liquidation 

receivership of domestic society. (l} 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 

investigation, finds that the society: 

(a) has exceeded its powers; 

commissioner, upon 

(b) has failed to comply with any provision of 

[sections 1 through 37]; 

(c) 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) is 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 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 it should not be enjoined from transacting 

business l1ntil the violatio~ ccmplained of is corrected or 

why an action 1n quo warranto should not be commenced 
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against the society. 

(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 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 enjoin 

the society from transacting business or an action in quo 

wa=ranto. 

(4) The court shall notify the officers cf the society 

of a nearing. If after a hear~ng ~~ appea=s t~at t~e s~c~e~y 

should be enjoined or liquidated or that a receiver should 

be appointed, the court shall enter the necessary order. A 

society enjoined from transacting business may ~ot do 

business until: 

(a) the commissioner finds that the v,._olation 

complained of has been corrected; 

(b} the costs of the action have been paid by the 

society if :he 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 s0ciety liquidated, it is 

enioined 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 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 attorney 

general upon request of the commissioner. The court shall 

appoint the comraissioner as the receiver for a domestic 

society. 

(7) ~~e prcv~sions of this section relating tc 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 society. {l} 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 

commissioner, upon investigation, finds that the society 

transacting or applying to transact business in this state: 

(a) has exceeded its powers; 

(b) has failed to comp~y with any of the provisions of 

[sections 1 through 37]; 
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(c) 

(d) 

is not fulfilling its contracts in good faith; or 

is conducting its business fraudulently or in 

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

a 

(2) Whenever a deficiency or deficiencies are found, 

the com.missioner 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 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 this 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 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 ti~e ~he svciety wa~ 

legally authorized to transact business in ~his state. 
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NEW SECTION. Section 31. Injunction. i.n application or 

petition for injunction against any domestic, foreign, or 

alien society 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 commissioner of insurance. 

NEW SECTION. Section 32. Producer licensing. (1) "' 
society's insurance producer must be considered to an be 

insurance producer and is subject to the same licensing 

~equirements 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 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 conwission 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 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 a~e subject to the provisions of sections 1 

through 37] that relate to unfair or deceptive trade 
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practices. However, nothing in {sections l through 37] may 

be construed as applying to or affecting the right of a 

society to 

membership 

determine its eligibility requirements for 

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. co-issioner 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 wnom 

all lawful process 1n 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 

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 corr~issioner, 

may be admitted in evidence. 

(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 oy 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 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 35. Review. All decisions and 

findings of the commissioner of insurance made under the 

provisions of [sections l 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 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 $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 more than 

$1,000 for each violation and not more than S10,000 for all 

related violations. 

NEW SECTION. Section 37. Exemption of certain 

societies. (1) Nothing in [sections 1 through 37] may be 

construed to affect or apply to: 

(a) grand or subordinate lodges of societies, orders, 

or associations doing business in this state an July l, 

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 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 socie~y or association described in subsections 

( l l I c) or 11 l ( d I that provides for death or disability 

benefits for which benefit certificates are issued and a 

society or association included in subsection (l}(d) that 

has more than 1,000 members are not exempt from the 

provisions of Lsec~ions 1 through 37]. 

{3) A society that is exempt under this section from 

the requirements of (sections 1 through 37 I, except a 

society described in subsection (1) (b), may not give or 

allow or promise to give or allow to any person any 

compensation for procuring new members. 

(4} A society 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 

37] except the provisions of [sections 1 through 37] that 

relate to medical examination, valuations of benefit 

certificates, and incontestability. 

(5) The cor:unissioner may require from a society or 

assoc1at1on, by 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 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 38. Section 31-2-106, MCA, is amended to read: 

•31-2-106. Exe.-pt 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 fro~ the p~cperty 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, 

19-7-705, 19-8-805, 19-9-1006, 19-10-504, 19-11-612, 

19-13-1004, 19-21-212, Title 25, chapter 13, part 6, 

33-T-Sit [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 bor.~s, profit-sharing, annuity, or oimila~ pldn or 

contract on account of illness, disability, death, age, or 
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service, excluding that portion of contributions length of 

made by the 

the petition 

individual within 1 year before the filing of 

in bankruptcy which exceeds 15% of the 

individual's gross income fo~ that 1-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 

40l(a), 403(a), 403(b), 408, or 409 of the Internal Revenue 

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

Section 39. Section 33-22-1703, MCA, 

read: 

is amended to 

"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; 
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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. 

I 3 l "Health care insurer" means: 

(a) an insurer that provides disability insurance as 

defined in 33-1-207; 

(O) a heal~h 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 ~er¼fted described in 

33-7-fSi [section l]; 

(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) 11 Insured" means an individual entitled 

reimbursement for expenses of health care services ~~der 

to 

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 ~ave contracted to provide specified health 

care services. 

(7) 11 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) 1'Subscriber'1 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, 33-7-305, 

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

repealed. 

NEW SECTION. Section 41. Severability. If a part of 
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1 (this act] is invalid, all valid parts that are severable 

2 from the invalid part remain in effect. If a part of [this 

3 actJ is invalid in one or more of its applications, the part 

4 remains in effect in all valid applications that are 

5 severable from the invalid applications. 

6 NEW SECTION. Section 42. Effective date. [This act l is 

7 effective January 1, 1992. 

-End-
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APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOP1£NT 
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HOUSE BILL NO. 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, 33-7-205, 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-T-5r57-AHB-33-T-5r67 

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 or unincorporated society, ORDER, OR 

SUPREME LODGE, without capital stock, including a society 

exempted under the provisions of (section 3~ 38(1)(8) ] 1 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 
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representative form of government, and that provides 

benefits in accordance with (sections l through 3~ 38], is a 

fraternal benefit society. 

NEW SECTION. Section 2. Lodge system. ( l) 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 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 lodges may not be 

required of children, and children may not have a 

vote in the management of a society. 

NEW SECTION. Section 3. Representative 

voice or 

foC"m of 

government. (1) A society has a representative form of 

government if it has a supreme governing body organized 

provided in subsection (2) or (3). 

as 

(2} \d) 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, together with other delegates as may be 

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

(b) The telegates 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 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 

:n t~e manner presc:ibed by the society's laws. 

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

(A) a board 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 election of the board by 

mail. 

(b) The term of a board member may not exceed 4 years. 

vacancies on the board may be filled 1n the 

prescribed in the society's laws. 

manner 

(c) The persons elected to the board must be a majority 

of the board and may not be less than the number of votes 

~equired to amend the society's laws. A person filling an 

unexpired term of an elected board member 1s 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. 

(4) The officers of the society must be elected either 

by the assembly or by the board of directors, either 

which constitutes the supreme governing body. 

of 

(5) Only benefit members are eligible for election to 

the assembly, the board of directors, or an intermediate 

assembly. 

(6} Each voting member shall n~ve one vote. A vote may 

not be cast by proxy. 

NE:W SECTION. Section 4. Definitions. 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 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. 

I 3) ''Certificate~ means the document issued as written 

evidence of the benefit contract. 

( 4) "Laws" means the society's articles of 

incorporation, charter, constitutio~, and bylaws. 

I 5) ''Lodge'' means subordinate ~ember units of the 

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

(6) 11 Premiums 11 means premiums, rates, dues, or other 

required contributions 

certificate. 

that are payable under the 

• 
(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, 

(8) "Society" means a fraternal benefit society 

described in [section 1). The term includes an order or 

supreme lodge. 

NEW SECTION. Section 5. Purposes and powers. ( l) 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 mare 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) 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 ~nd 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: 

(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 society 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 society are personal to 

the member and are not assignable. 

NEW SECTION. Section 7. Location of office -- meetings 

communication to members -- grievance procedures. {l) 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 subordinate lodges or in a 

location determ~ned by the supreme governing 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 board 

of directors mu;t be in English. 

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

official publication in which any notice, report, or 

statement required by law to be given to members, including 

notice of election, may be published. Required reports, 

notices, and statements must be printed conspicuously 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 

to all members at the same address unless a member requests 

a separate copy. 

(b) Not later than June l 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 members. 

NEW SECTION. Section 8. No personal liability. ( 1 l 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 
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society for expenses reasonably incurred by and liabilities 

imposed upon him in connection with or arising out of an 

action, suit, 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 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 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 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 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 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 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 

damages resulting 

of action 

from the 

may not 

exercise 

be 

of 

brought, 

judgment 

for 

or 

discretion in connection with ~he person 1 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 

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 ~ociety as a director, officer, 

employee, or agent of any other firm, 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 society. The provision is 

binding on the society and every member and beneficiary of a 

member. 

NEW SECTION. Section 10. Organization. 

society organized on or after January l, 

formed as follows: 

A domestic 

199 2, must be 

(1) Ten or more cittzens 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 before -erte-e-effl-"l'li~~+ol"l~f'-of--±n~tt'!"el'\t:e ~OTA.RY 

PUBLIC, an application for a charter that states: 

(a) the proposed corporate name of the society, which 

may not so closely resemble the name of any society or 

insurance company as ta 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 3~ 38}. 

(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 dnd exercise the gene~al central of the management of 

the affairs and funds of the society for the first year or 
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until the ensuing election at which all officers are elected 

by the supreme g,Jverning 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 e---ehe~~@~ ARTICLES OF 

INCORPORATION, certified copies of the society 1 s bylaws and 

rules, copies of all proposed forms of certificates, 

applications for certificates, and circulars to be issued by 

the society, and a bond conditioned upon the return to 

applicancs of the advanced payments if the organization is 

not completed within l 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 requirements of [sections 1 through 

3T 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 

year from its date of issuance or after an extended period, 
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not exceeding 1 year, as may be authorized by the 

commissioner 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 organi2ation and received a 

certificate of authority to do business. 

(4) Upon receipt of a prelim.i.au:y certificate of 

authority from the commissioner, the society may solicit 

members for the f'..ltpose 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 receipt 

for the amount collected. A so_ciety 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 allow 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 
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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 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 sociecy, 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 commissioner 

shall issue a certificate of authority to the society, 

authorizing it ~o 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 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 association 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 incorporation. Incorporation of a voluntary 

association does 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 ¼~s 

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 voting by mail. An 
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amendment submitted by referendum may not be adopted unless, 

within 6 montt.s 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 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 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 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 oE 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. 

NEW 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 Sl.UJ.!l_l_]. 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, other 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 ceinsure substantially all of its insurance 

in force without the written permission of the commissioner. 

A society 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 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 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 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 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 Decemb~r 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 consolidation 

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 society, 

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 

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 

consolidation 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 
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approval has b~en filed with the commissioner of insurance 

of this state. 

(4) When the consolidation or merger becomes effective, 

all the rights, franchises, and intetests of the 

consolidated 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 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, 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 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 

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. (ll A society may 

provide the following 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; 

(f) monument or tombstone benefits to the memory of 

deceased members; and 

tg) other benefits authorized for life insurers that 

are not inconsistent with [sections l through ~T 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 lives of children under the minimum age for adult 

membership upon application of an adult person. 

NEW SECTION. Section 17. Beneficiaries. ill 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 

benefit contract, there is no lawful beneficiary to whom the 

proceeds are payable, the amount of the benefit, except to 

the extent that funeral benPfits 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 cne 

insured, the proceeds are payable to the owner. 
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NEW SECTION. Section 18. Benefits not attachab1e. 

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 legal 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 

payment by the society. 

NEW SECTION. Section 19. Benefit contract. 

after 

( 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 
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of the society made or enacted after the issuance of the 

certificate binu 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 life a benefit contract is 

issued befcre attaining the age of rr.ajority 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 

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 1 s equitable 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 

(b) in lieu of or in combination 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. 

(5) The society may specify the manner of election and 

which alternative under subsection (4) is to be presumed if 

no election 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 cerc~ficate may noc be de~~vered or issued for 

delivery in this state unless a copy of the form has been 

filed with the c0mmissioner of insurance in the manner 

provided for policies issued by life and disability insurers 

in this state. Certificates issued prior to ¼-year-af~er 

July 1, %99i 1993, 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 

¼-yeer-f~em July l, ¼99i 1991, must meet the standard 

contract provision requirements not inconsistent with 

[sections 1 through 3~ 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 l 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 that, 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 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 far 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 spec~fy the terms and conditions 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. i.11 

For certificates issued prior to ¼-y~ar-aE~e~ July 1, ¼99~ 

1~93, 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 l, 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 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 TO LIFE INSURERS ISSUING 

POLICIES CONTAINING SIMILAR BENEFITS BASED UPON THE TABLES. 

NEW SECTION. Section 21. Investments. -l'-l 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, 

territory, province, or country where it is incorporated 
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meets the requir~ments of this section for the investment of 

funds. 

tit--every-paid-ttp-nonforreitttre-bene£i~-and-t~e--emottne 

0£--any--eash-sttrrender-va¼tte7-ioan,-or-other-option-9ranted 

±n-eert±f±ea~es-±sstted-on-or-after-¼-year-from-dttly-t,-199%, 

for-whieh-reserves--are--eompttted--on--tne--eol'Ml±ssioner--of 

insttraneei9--¼94l--standard--erdiftary--morta¼ity--ta&¼e7 -the 

eommissioneris-¼94¼-standard-indttstrial-mortality-teb±e,-the 

eofflftlissioner~s-¼958-standard-ordinary-mortaltty--table,--the 

eoffl.fflissioner 4 s--±98S--standard--ord±nar7-morta¼±ty-tabl~;-or 

any-mere-reeent-tab¼e-made-app¼ieab¼e-to-ltre--±~~tt~er~--May 

not-be-¼ess-th8n-th@-eerreepoftdi~~-emettn~-a~p¼teab¼@-to-¼ire 

±ns~rers--iss~ing-po±iciee-eon~atninq-s±miiar-beneE±ts-based 

~pon-tbe-t8b!eso 

NEW SECTION. Section 22. Funds. (1) All assets must be 

held, invested, and disbursed for the use and benefit of the 

society, and a member or beneticiary may not have a: 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, 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 ics supreme governing 

body, 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 ~ithout 

limitation special =ights and procedu:es 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 pcovisions of [section 19(2) and (4)] do not apply. 

NEW SECTION. SECTION 23. SCOPE -- PROVISIONS 

APPLICABLE. (1) EXCEPT AS PROVIDED TN 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 

BENEFIT SOCIETIES UNLESS EXPRESSLY MADE APPLICABLE BY THE 

PROVISIONS OF THE LAW. 

ill lN ADDITION TO THE PROVISIONS OF [SECTIONS 1 
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THROUGH 38], THE PROVISIONS OF CHAPTER 1, PARTS l 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 

TO THE EXTENT NOT IN CONFLICT WITH THE PROVISIONS OF 

[SECTIONS l THROUGH 38] AND THE REASONABLE IMPLICATIONS OF 

iSECTIONS _l THROUGH 38]. 

NEW SECTION. Section 24. Taxation. A society organized 

or licensed under (sections l through 3~ 381 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-yea~-after July 

1, ¼99~ 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 %-yea~--irom July l, ¼99Z 

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 19~1 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 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 

benefics--the tables authorized 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 life 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 

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 society, 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 

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 accurdance with the provisions of this section. 

(1) On or before March l 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 condition, transactions, and affairs for the 

preceding calendar year and pay a filing fee of S25. The 

statement must be in the general form and context approved 

by the national association of 

fraternal benefit societies 

insurance commissioners 

and as supplemented 

additional information required by the commissioner. 

for 

by 

(2) As part of the annual statement, each society 

shall, on or before March 1. file with the comm~ssioner 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 months the time for filing the 

valuation. The valuation must be done in accordance with the 

standards specified in (section ~4 ~]. The valuation 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 

society. 

(3) A society that fails to fil~ 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. 

NEW SECTION. Section 27. Annual 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 

commissioner of insurance. 

{2) A society 1 s certificate of authority continues in 

force as long as che soc1ecy ~s e11citled to 

[sections 1 through 3~ l!!_] and until suspended, 

terminated. However, continuance 

it under 

revoked, or 

of the otherwise 

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) 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 that case, the 

commissioner shall promptly notify the society 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 fail~res 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 is prima facie evidence that the society is a 

fraternal benefit society within the meaning of [sections 1 

through~~ l!!l-

NEW SECTION. Section 28. Examination of societies. (1) 

The commissioner of insurance or any person he may appoint 

may examine any 

transacting or 

in this state 

domestic, foreign, or alien society 

applying for admission to transact business 

in the same manner as authorized for 

examination of domestic, foreign, or alien insurers. 

Requirements of notice and en 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 furnished by the 

commissioner. 

NEW SECTION. Section 29. Foreign or alien society -

admission. {l) 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 

3i 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 

corresponding officer; 

(c) a written appointment of the commissioner to be the 

society's agent, as prescribed in [section 34 lil; 

(d) a statement of its business, under oath 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 

satistactory 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 le~~lly incorporated and licensed to transact 

business in that jurisdiction; 

(f} copies of its certificate forms: and 

(g) other information 

necessary. 

the commissioner considers 

(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 l through 3~ ~]. 

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, 

investigation, finds that the society: 

(a) has exceeded its powers: 

(b) has failed to comply with any 

[sections 1 through 3~ 38]; 

provision 

(C) is not fulfilling its contracts in good faith; 

upon 

of 

(d) has a membership of less than 400 after an 

existence of 1 year or more; or 

(e) is conducting business fraudulently or in a manner 

hazardous to its members, 

business. 

creditors, 
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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 society shall within 30 days comply ~ith 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 

sLated date why it should not be enjoined from transacting 

business until the violation complained of is corrected or 

why an action in quo war~anto should not be commenced 

against the society. 

( 3) If the :Jciety does not present sufficient reasons 

why it should not be enjoined from transacting business or 

why the quo warranto 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 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 liquidated or that a receive~ should 

be appointed, the court shall enter the necessary order. A 

society enjoined from transacr1ng 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 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 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 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 

voluntarily decides to discontinue business. 
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NEW SECTION. Section 31. Suspension, revocation. or 

refusal of license of foreign or alien 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 

commissioner, upon investigation, finds that the society 

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 l through 3i 38]; 

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

{d) is conducting its business fraudulently or in a 

manner ha2ardous 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 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 this state should not be 

suspended, revoked, or refused, the commissioner may: 
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(a) suspend or refuse the authority of the society to 

do business i·1 this state until. satisfactory evidence is 

furnished to the commissioner that the suspension or refusal 

should be withdrawn; or 

{b) revoke the authority of the society to do business 

1n 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 

petition for injunction against any domestic, foreign, or 

alien society 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 commissioner of insurance. 

NEW SECTION. Section 33. Producer licensing. ( l) 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 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 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 
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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 teeet¼ens--% 

tftroagh--3~i CHAPTER 18 that relate to unfair or deceptive 

trade practices. However, ncthing in tseec~ons-¼-throagh-3Ti 

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. commissioner as 

service of process procedure 

authorized to do business in this state 

fee. 

shall 

agent 

(1) A society 

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 force and validity as if it had been 
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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 evidence. 

{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 

findings of the commissioner of insurance made under the 

provisions of [sections l through 3~ ~] 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 obtaining 

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 $25 or more than $500 for each 

violation. 

(3) A person convicted of a willful 

neglect or refusal to comply with, 

(sections l through 3~ 38] for which 

violat.ion of, 

any provision 

a penalty is 

or 

of 

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: 

lb) {l} 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 lines of 

business and ·.hat 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 

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 perso~ in any 

1 year, or both. 

(2) A society or association described in subsections 

(l)(c) or (lJ(d) that provides for death or disability 

benefits for which benefit certificates are issued and a 

society or association included in subsection (l)(d) that 

has more than 1,000 members are not exempt from the 

provisions of [sections 1 through 3~ 38]. 

(3) A society that is exempt under this section from 

the requirements of [sections 1 through 3T 38], except a 

society described in subsection {l){b), may not give or 

allow or 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 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 l through 

3T 38] except the provisions of [sections l through 3T 38] 

that relate to medical examination, valuations of benefit 

certificates, and incontestability, 

(5) The commissioner may require from a society or 

association, by examination or otherwise, any information 

that will enable ~he commissioner to determine whether the 

society or association is exempt from the provisions of 

[sections 1 through 3T 381. 

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

•31-2-l06. 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--105, 19-4-706, 19-5-704, 19-6-705, 
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19-8-805, 19-9-1006, 19-10-504, 19-11-612, 19-7-705, 

19-13-1004, 19-21-212, Title 25, chapter 13, part 6, 

33-~-5ii lsection 181, 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 illness, disability, death, age, or 

length of servic~, excluding that portion of contributions 

made by the individual within l year before the filing of 

the petition in bankruptcy which exceeds 151 of the 

individual's gross income for that 1-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 

40l(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 serious jeopardy; 

(b) his bodily functions 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: 

{al an insurer that provides disability insurance as 

defined in 33-1-207; 

(b) a health service corporation 

33-30-101; 

as defined in 

{c) a health maintenance organization as defined in 

33-31-102; 

(d) a f~aternal benefit society as de~+"~d described in 
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33-i-¼9~ (section 1]; 

(e) an ad~1nistrator 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) 1'Preferred provider" means a provider or group of 

providers who have contracted to provide specified health 

care services. 

(7) "Preferred provider agreementu means a contract 

between or on behalf of a health care insurer and a 

18 preferred provider. 

19 

20 

21 
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23 
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(8) ''Provider~ means an individual or entity licensed 

or legally authorized to provide health care services or 

services covered ~ithin Title 33, chapter 22, part 7. 

(9) "SubscribeI"" 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, 

-47- HB 651 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

HB 0651/02 

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, ,3-i-5i57--and-33-T-5i67 MCA, are 

repealed. 

NEW SECTION. Section 42. Severability. If a part of 

[this actJ 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 valid applications that are 

severable from the invalid applications. 

NEW SECTION. SECTION 43. CODIFICATION INSTRUCTION. 

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

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

APPLY TO [SECTIONS l THROUGH 38], 

NEW SECTION. Section 44. Effective date. [This act] is 

effective January 1, 1992. 

-End-
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18 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 
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20 

NEW SECTION. Section 1. Fraternal benefit societies. 

Any incorporated or unincorporated society, ORDER, OR 

21 SUPREME LODGE, without capital stock, including a society 
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exempted under the provisions of (section 3~ 38(L)(B)l, that 

is conducted solely for the benefit of its members and their 

beneficiaries and not for profit, that 1s operated vn a 

lodge system with ritualistic forms of work, that has a 
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HR. PRESIDENT, 

Pagel of l 
March 26, 1991 

We, your committee on Business and Industry having had under 
consideration House Bill No. 651 (third reading copy -- blue), 
respectfully report that House Bill No. 651 be amended and as so 
amended be concurred in, 

l. Page 10, line 13. 
Strike, "a charter" 
Insert, "articles of incorporation" 

2. Page 29, line 2. 
Strike, "12" 
Insert, "13" 
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HOUSE BILL NO. 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, 33-7-205, 33-7-206, 33-7-207, 33-7-211, 

13-7-212, 33-7-213, 33-7-301, 33-7-302, 33-7-303, 33-7-304, 

33-7-305, 33-7-401, 13-7-402, 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, 33-1-5%5,-ANB-33-~-5i6, 

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 or unincorporated society, ORDERt. OR 

SUPREME LODGE, without capital stock, including a society 

exempted under the provisions of [section 3T 38(1)(8)], that 

is conducted solely for the benefit of its members and their 

beneficia:ies and not for profit, that 1s 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 3~ ,!!], is a 

fraternal benefit society. 

NEW SECTION. Section 2. Lodge system. tl) 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. 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 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 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 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 cf members or their 

reprpsentatives, together with other delegdtes as may be 

pregcribed in the society's laws. A society 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 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 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) (a) (i) The supreme governing body may be: 

(A) a board 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 electio.n 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 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. 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 quarterly 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 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 voting member shall have one vote. A vote may 

not be cast by proxy. 

NEW SECTION. Section 4. Definitions. As used in 

[sections 1 through 37 38), unless the context requires 

otherwise, the following definitions apply: 

(1) "Benefit contract" means the agreement for 

provision of authorized benefits described in [section 16]. 

(2) 11 Benefit membertt 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 

[equired contributions 

certificate. 

{ 7 I 11 Rules" means 

that 

all 

are payable under the 

rules, regulationsr or 

resolutions that are adopted by the supreme governing body 

board of directors and that are intended to have general or 

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 5. Purposes and powers. (l) A 

society shall operate for the benefit of members and 

beneficiaries by: 

their 

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

affiliated organizations. 

12) 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 for membership. 

(1) A 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 society 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 society 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 uffice 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 subordinate lodges or in a 

l0~ation Jetermi[1ed by t c1.e supreme govern1ng 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 board 

of directors must be in English. 

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

official publication in which any notice, report, or 

statement required by law to be given to members, 1ncluding 

notice of election, may be published. Required reports, 

notices, and statements must be printed conspicuously in the 

publication. If the records of a society show that two or 

more mecb~rs have the same mailing addreS$, an official 

publication mailed to one member is considered to be mailed 

to all members at the same address unless a member requests 

a 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 members. 

NEW SECTION. Section 8. No personal liability. ( l) 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 
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society for expenses reasonably incurred by and liabilities 

imposed upon him in connection with or arising out of an 

action, suit, or proceeding (whether civil, criminal, 

administrative, or investigative) or threat thereof in which 

che 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) (aJ 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 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 required in order to justify 

indemnification or reimbursement in relation to any matter 

described in subsection (3) may be made only by the s~pre~e 

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 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 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, for 

damages resulting from the exercise of judgment 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 

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, corporation, 

organization. 

or 

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 society. The provision is 

binding on the society and every member and beneficiary of a 

member. 

NEW SECTION. Section 10. organization. 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 before the-eoftllllissiener-of--¼nsarenee A NOTARY 

PUBLIC, an application for a---eharter ARTICLES OF 

INCORPORATION that 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 l through 31 38]. 

(c) the names and residences of the incorporators and 

the names, 

otficers, 

residences, and official titles of all the 

trustees, directors, or other persons 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 than l year from the date of issuance of the permanent 

certificate of authority. 

(2) The application for a---ehar~~r ARTICLES OF 

INCORPORATION, certified copies of the society's bylaws and 

rules, copies of 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 infdrmation 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 

documerits filed must be in English. If the purposes of the 

society conform to the requirements of [sections l 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 l 
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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 

commissioner upon good cause shown, unless the !>00 

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 commissioner, 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 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, allow, offer, or promise to 

pay or allow 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 ~nsurability has 

been furnished to and approved by the society~ 

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

admitted; 

have been 

(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 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 

premiums must amount 

premiums must be 

regular monthly premium. The aggregate 

to at least $150,000. The advance 

held in trust during the period 

not qualified for 

of 

organization. 

certificate of 

If the society has a 

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 of authority lo the society, 

authorizing it to transact business pursuant to the 
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provisions of {sections l through ,7 38). The certificate of 

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 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 association 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 

officers must be 

the original 

elected and 

voluntary association. The 

serve as 

articles of incorporation. 

association does not affect 

contracts. 

Incorporation 

provided in its 

of a voluntary 

existing suits, claims, or 

NEW SECTION. 

domestic society 

THE provisions 

Section 11. Amendments to laws. ( 1) A 

may amend its laws in accordance with t~s 

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 :ts laws by a vote of the 

voting mPmk>Prs of the soci2ty, by a vote of delegates or 

representatives of voting members, or by a vote of local 

-14- HB 651 



l 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0651/03 

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, 

objectives, 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 must 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 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 sha-11 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 officer of the 

society are prim·a facie evidence of their legal adoption. 

NEW SECTION. Section 12. Institutions. 

may create, maintain, and operate, or 

organizations to operate, not-for-profit 

further the purposes permitted by [section 

(1) A society 

may establish 

institutions to 

5 !.!.lifil_] • 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, other 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 reinsu,e substantially all of its insurance 

in force without the written petmission 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 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 l, 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) 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. 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 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 consolidation 

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 society, 

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 

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 

consolidation er merger is not 

~pproved JS provided by the laws of 
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territory, province, or country and a certificate of 

approval has been filed with the conmissione[ of insurance 

of this state. 

(4) When the consolidation or merger becomes effective, 

all the rights, franchises, and interests of the 

consolidated 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 th.it 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., 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 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 p1an 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 of the society. 

NEW SECTION. Section 16. Benefits. (l) A society may 

provide the following 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; 

(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 3T 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. {l) 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 

reque.sting 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 EQUITABL~ 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 
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insured, the proceeds are payable to the owner. 

NEW SECTION. Section 18. Benefits not attachab1e .. 

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 legal or 

equitable process or operation of law to pay any debt or 

liability of a member, a beneficiary, or any ether person 

who may have a right to the benefit, either before or after 

payment by the society. 

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 fer 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. 
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(2) Any changes, additions, or amendments to the laws 

of the soci~ty 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 

soci.ety contracted to give the owner as of the date of 

issuance. 

(J} A person upon whose life a benefit contract is 

issued before attaining the age of majority ls 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 

applica·tion. 

(4) A society shall provide in its 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 equitabl~ 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 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 alternative undec subsection (4) is to be presumed if 

no election is made. 

(6} Copies of any of the documents mentioned in this 

section, certif.ied by the secretacy oc coC'cesponding 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 unl~ss a copy of the form has been 

filed with the commissioner of insurance in the manner 

provided for poJ..icias issued by life and disaoility insu,rer11 

in this state. Certificates issued prior to ¼--year--er£-ter 

July 1, ¼99i 1993, must conform to the requirements provided 

by the laws applicable immediately prior to July l, 1992. A 

life, disability, or annuity certificate issued on or af-ter 

¼--rear--rrem July 1, ¼99~ 122.1, must meet the standard 

contract provision requirements not inconsistent with 

[sections l through ,T 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 conta.in a 

provision sta.tin9 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 payable 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 

continuing payment of the required premium. 

by 

(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 condi:ions on 

which benefit contracts may be assigned. 
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NEW SECTION. Section 20. Nonforfeiture benefits, cash 

surrender values, certificate loans. and other options. l!.l 

For certificates issued prior to l-year-aleftr July 1, ¼99~ 

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 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 TO LIFE INSURERS ISSUING 

POLICIES CONTAINING SIMILAR BENEFITS BASED UPON THE TABLES. 

NEW SECTION. Section 21. Investments. -11.) 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 d0 business in this scate and that invests ~ts 

funds 1n accordance with the laws of the state, district, 
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territory, province, or country where it is incorporated 

mee·ts the requirements of this section for the investment of 

funds. 

t~,-B¥f!-Py--pa¼-d-ttpwfteftferfe¼~ttre-h~ftef¼e-&ftd-~he-emettft~ 

oE-a11y-easff-snrrenGer-•ri~e7-ioan7-or-et:hM--opt-ion--qranted 

¼rt-eerti-£-¼ea~-i .. sstted-on-er--after-%-year-£--rem-da:¼-1-%7-¼99i•T 

fer--wh½eft--reserves--are--eemptt~ee--en--~fte-ee-+ss+e~er-er 

i:ns1:1ran-eeJ--s-¼94¼·--standard--erd¼nary--m.orta¼-ity--tab¼e7--the 

e-ssimter .. s-¼94¼-st,.,,d...,d-¼n"1teeri11¼-fflerea¼¼ey-t11l>¼e-,--t:he 

eoma'R'asfflner""s--·¼9-58--stantiairG-erd:i:nary-mo<rta¼:%ty-tab¼e7-the 

eo-..~!Ht&-stan,t...,d-ord~l'lary--J11ort:ri¼t1--t:a1>¼e.,.--er 

tiftf·--lllO'l'e>--reeet'l~-ie-als¼e--lftlld~appi¼eebil!'-"to-l¼fe-¼n:attrers-11197 

net-be,-hss-1:ftaft~the-eerrespend¼n~-aaettn~-appiri:eab½e-~e-¼t!e 

¼l'lsarers-¼s9't*ng-pe¼ie¼es-eent11¼l'lioftg-s¼m*rar-1>.....,!+~s--1>a,..,d 

apol'l-~h-t:111>½...,. 

NEW SECTION. Section 22. Funds. ( l) ~11 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 an 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 la~s of the society. 

(3) Pursuant to a resolution of its supreme governing 

-27- HB 651 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0651/03 

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 sepa-rate 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. 

~ 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. SCOPE PROVISIONS 

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

SOCIETIES ARE GOVERNED BY [SECTIONS l 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 l, 1992, 00 NOT APPLY TO FRATERNAL 

BENEFIT 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 

AND 7; 33-2-104; 33-2-107; 33-2-112; CHAPTER 2, PART ii 13; 

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

TO FRATERNAL BENEFIT SOCIETIES TO THE EXTENT APPLICABLE AND 

TO THE EXTENT NOT IN CONFLICT WITH THE PROVISIONS OF 

[SECTIONS l THROUGH 38) AND THE REASON~LE IMPLICATIONS OF 

[SECTIONS 1 THROUGH 38). 

NEW SECTION. Section 24. Tazation. A society organized 

or licensed under [sections-1 thtough 31 38] 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-yea~-a£~e~ July 

1, i99i 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 ¼-year-from July 1, i99~ 

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 1 s 1980 standard ordinary mortality 
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table, or any more recent table made applicable to life 

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 authorized 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 life insurers that issue policies 

containing similar benefits. 

(3) The commissioner may accept other standards far 

14 valuation if he finds that the reserves produced by the 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

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 society, 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 dnd ma~ntain reserves on its certificates in 

excess of required reserves, but the contractual rights of a 
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banefit·mellber may not be affected by the excess reserves. 

NEW SECTION. Section 26. Reports -- fee. Reports must 

be filed in accordance with the provisions of this section. 

(1) On or before March l 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 conditionr transactions, and affairs for the 

preceding calendar year and pay a filing fee of $25. The 

stat·ement must be in the general form and context approved 

by the national association of insurance commissioners for 

fraternal benefit societies and as supplemented by 

additional information required by the commissioner. 

( 2) As part of the annual statement, each .society 

shall, on or before March l, file with the commissioner a 

valuation of .ita certificates in force on the preceding 

December 31. The cobm\i·ssioner 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 i4 25]. The valuation ·and 

underlying data must be certified by a qualified actuary or, 

at the expense of the society, verified by the actuary of 

tbe department of insurance of the state of domicile of the 

society. 

{ 3) ·A society that fails to fil•e "t'he annual s·tatement 
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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 

~ffect, its authority to do business in this state ceases 

while the default continues. 

NEW SECTION. Section 27. Annual certificate -- fees. 

(l) A society 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 society'.s certificate of authority continues in 

force as long as the society is entitled to it under 

[ s.ection·s l through 3T 38] and until suspended, revoked,. or 

otherwise teraiRated. However, continuance of the 

certificate by the society is conditioned upon payment 

before May 15 of each yaar 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) I~ a society does not continue its aertificate 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 eertificate of 

aut:no·rity thai: a society ha-s inadvertently per-mitted to 
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expire, after the society has fully cured all failures that 

[esulted in the expiration and upon payment by the society 

of a $25 fee for reinstatement in addition to the 

If a continuation fee provided for in subsection (2). 

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 l 

through 3'l' ~]-

NEW SECTION. Section 28. Ezamination of societies. ( l) 

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. 

Requirements of notice and an opportunity to respond before 

findings are made public, as provided in the laws regulating 

insurers, are applicable to the examination of societies. 
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{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 ace 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 l through 

3~ 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 

corresponding officer; 

{C) a written appointment of the commissioner to be the 

society 1 s agent, as prescribed in {section 34 35]; 

{d) a statement of its business, under oath 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, di~trict, territory, province, or country 

satisfactory to the commissioner of this state; 
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(e) certification from the proper official of its home 

state, district, territory, province, or country that the 

society is legally incorporated and licensed to transact 

business in that jurisdiction; 

copies of its certificate forms; and ( f) 

(g) other information the commissioner 

necessary a 

(2) A foreign or alien society applying 

to transact business in this state 

for 

must 

considers 

authori"'ty 

have the 

qualifications requir-ed of domestic socieb es organized 

under [sections l through 31 38). 

NEIi SECTION. Section 30. Injunction -- liquidation 

r.eceiversbip of doaestic 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 

investigation, finds that the society: 

(a) has exceeded its powers; 

conunissioner, upon 

(b) has failed to comply with any provision of 

[sections l through 3T 38): 

(c) 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) 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 ~eficiencies are found, 

the commissioner shall issue to the soci~ty 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 it should not be enjoined from transacting 

business until the violation complained of is corrected or 

why an action in quo 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 quo warranto action should not be coanenced, 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 ·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 liquidated or that a receiver should 

be appointed, the cou-rt 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 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 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 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 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 
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voluntarily decides to discontinue business. 

NEW SECTION. Section 31. Suspension, revocation, or 

refusal of license of foreign or alien 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 

commissioner, upon investigation, finds that the society 

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 3T 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 authority 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 busin~ss in this state until satisfactory evidence is 

furnished to the commissioner that the suspension or refusal 

should be withdrawn; or 

tb) revoke 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 

petition for injunction against any domestic, foreign, or 

alien society or lodge of a society may not be recognized in 

any court of this state unless made by the attorney general 

upon request of tile connissioner of insurance. 

NEW SECTION. Section 33. Producer licensing. 11 > 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 331 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 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 or other coapensation for any 

services in obtaining in this state any new contract of 

lif-e, accident, or health insurance or any new annuity 

contract. 

NEW SECTION. Section 34. unfair -thoda of ccapetition 

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 fseetiens-¼ 

thre~gh-3Tt CHAP'l'ER 18 that relate to unfair or deceptive 

trade practices. However, nothing in tseet¼ons-¼-~~Pett~h-~~+ 

CHAPTER 18 may be construed as applying to or affecting the 

right of a society to determine its eligibility requireaents 

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. 

service of process 

authorized to do 

Section 35. C0111Biasioner as agent 

procedure -- fee. ( l) A society 

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 wciting that any 

lawful process against it that is served on the commissioner 
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is of the same legai 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 evidence. 

(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 

findings of the commissioner of insurance made under the 

provisions of [sections l 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. Penalties. {l) A person who 

makes a false or fraudulent statement in or relating to an 

application 

money from 

misdemeanor. 

for 

a 

membership or for the purpose of obtaining 

benefit in any society is guilty of a 

(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 $25 or more than $500 for each 

violation. 

(3) A person convicted of a willful violation of, or 

neglect or refusal to comply with, any provision of 

(sections l through 3~ 38] for which a penalty is not 

otherwise prescribed shall be punished by a fine of not more 

than Sl,000 for each violation and not more than $10,000 for 

all related violations. 

NEW SECTION. Section 38. Exemption of certain 

societies~ (l) Nothing in [sections l 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 lirtes 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 b~nefits of not 

more than $350 to any person in any l year, or both; or 

{d) domestic societies 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 association described in subsections 

(l)(C) or (l)(d) that provides for death or disability 

benefits for which benefit certificates are issued and a 

society or association included in subsection (l){d) that 

has mo~e than 1,000 members are not exempt from the 

provisions of [sections l through 3~ 38]. 

{3) A society that is exempt under this section from 

the requirements of ['sections l thr-ough 3T 38 J, except a 

society described in subsection (l)(b), may not give or 
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allov or promise to give or allow to any person any 

compensation for procuring new members. 

(4) A society 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 3i 38). 

that relate to medical examination, valuations of benefit 

certificates, and incontestability. 

(S) The commissioner may require from a society or 

association, by examination or otherwise, any information 

that will enable the commissioner to determine whether the 

society or association is exempt from the provisions of 

[sections l 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. Section 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 ll u.s.c. 

522(d). An individual may exempt from the property of the 

estate in any bankruptcy proceeding: 

(1) that property exempt from &xecution of judgment as 
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in 19-3-105, 19-4-706, 

19-8-805, 19-9-1006, 
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19-5-704, 19-6-705, 

19-10-504, 19-11-612, 

19-13-1004, 19-21-212, Title 25, chapter 13, part 6, 

33-7-Sr¼ [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 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 1-year period, unless: 

(aJ 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 

40l(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)." 
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Section 40. Section 33-22-1703, M.CA, is amended to 

read: 

w33-22-1703. 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; 

or 

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

(2) "Health benefit plan 11 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 

]3-30-101; 

health service 

{C) a health maintenance 

33-31-102; 

corporation as defined in 

organization as defined in 
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(d) a fraternal benefit society as ~er~neft 4~~cribed in 

33-T-¼8~ [section l]; 

(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 group of 

providers who have contracted to provide specified health 

care services. 

(7) "Preferred provider agreement" means a contract 

between or on be.half 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." 
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NEW SECTION, Section 41. Repealer. Sections 33-7-101, 

33-7-102, 33-7-103, 33-7-104, 33-7-111, 33-7-112, 31-7-113, 

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, 

11-1-s12, 33-7-513, 33-7-514, 33-1-sis, 33-7-516, 33-7-517, 

33-7-518, AND 33-7-519, 33-i-5i57--en4--33-T-5~6T 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 valid applica,tions that are 

severable from the invalid applications. 

NEW SECTION. SECTION 43. CODIFICATION INSTRUCTION. 

[SECTIONS l THROUGH 38) ARE INTENDED TO BE CODIFIED AS AN 

INTEGRAL PART OF TITLE 33 1 AND THE PROVISIONS OF TITLE 33 

APPL~ TO [SECTIONS 1 THROUGH 38}. 

NEW SECTION. Section 44. Effective date. (This act] is 

effective January 1, 1992. 

-End-
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