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SUBCHAPTER I
STRUCTURE AND PURPOSE
Section 1. NEW SECTION. 5128,1 SCOPE OF CHAPTER,

Except as otherwise provided in this chapter, societies are

governed by tnhis chapter and are exempt from all other
insurance laws of this state unless expressly included in this
chapter, or unless specifically made applicable by this
chapter.

Sec. 2. NEW SECTION. 512B.2 DEFINITIONS.

As used in this chapter, unless the context ctherwise

requires:

1. "Alien association" means an association organized
under the laws of another country.

2. "Benefit contract® means the agreement for provision of
benefits avthorized by section 512B.16, as that agreement is
described in section 5128.19, subsection 1.

3. "Benefit member" means an adui:t member who is
designated by the laws or rules of the society to be a benefit
member under a benefi: contract.

4. “"Certificate" means the document issued as written
evidence of the benefit contract.

5. "Commissioner'" means the commissioner of insurance or
the comulssioner's designee,

6. "Domestic association" means an association organized
under the laws of this state.

7. "Foreign association" means an associaticn organized

uncer the laws of another state or territory of the Cnited

States.
8. "Laws" means the society's chapters of incorporation,
constitution, and byiaws, however designated.

9. "Lodge" means a subordinate member unit of the society,
whether known as a camp, court, council, branch, or by any
other designation.

16. “"Premium" means a premium, rate, dues, or other

reguired contribution by whatever name known, which is payable
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under the certificate.

11. "Regulations" means all regulations, or resolutions
adopted by the supreme governing body which are intended to
have general application to the members of the scciety.

12. "Society" mears a fraternal benefit society, uniess
otherwise 1ndicated,

Sec. 3. NEW SECTION. 512B.3 FRATEZRNAL BENEFIT SOCIETIES
-— DEFINED.

An incorporated society, order, or supreme lodge, without

capital stock, including cone exempted under section 512B.36,
subsection 1, paragraph b, whether incorporated or not,
conducted solely for the benefit of its members and their
beneficiaries and not for profi:c, operated on a lodge system
with a ritualistic form of work, having a representative form
of gcvernment, and which provides benefits in accordance with
this chapter, is a fraternal benefit society.

Sec. 4. NEW SECTION., 512B.4 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, regulations, and ritual. Subordinate lodges shall
be required by the laws of the soclety to nold regular
meetings at least once in each month in furtherance of the

purposes of the socliety.

2. A society may organize and operate lodges for children

under the minimum age for adult membership. Membership and
initiation in local lodges shall not be required of children,
nor shall chiidren have a voice or vote in the managemen:t of
the scciety.

Sec. 5. NEW SECTION. 512B.5 REPRESENTATIVE FORM OF
GOVERNMENT.

A society has a representative form of government if all of

the following apply:
1. It has a supreme governing body constituted in one of

the following ways:
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a. Assembly. The supreme governing dbody 15 an assembly
composed of delegates selected directly by the members or at
intermediate assemblies or conventions of members or their
representatives, together with other delegates as prescriped
in the scciety's laws. A society may provide for election of
delegates by mall. The elected delegates must constitute a
ma‘ority of the delegates in number and have not less than
two-tnirds of the votes and not less than the number cf wotes
reguired tc amend the socliety's laws. The assembly must be
elected and meet at least once every four years and must elect
a boarc of directors to cenduct the business of the scciety
between meetings of the assembly. Vacancies on the board of
directors between eleactions may be filled in the manner
prescribed by the societv's laws.

o. Direct election. The supreme governing bcdy is a becard
of directors compcsed of persons elected by the members,
either directly or by their representatives in intermediate
assemblies, and any other persons prescribed in the society's
laws. A society may provide for election of the poard by
mail. Each term of a board member must not exceed four years.
Vacancies on the board between elections may be filled in the
manner prescribed by the society's laws. The elected board
members must constitute a majority of the board members in
number and have not less than the number of votes required to
amend the society's laws. A person filling the urexpired tern
of an elected board member shall be considered to be an
elected member. The board must meet at least quarterly :o
conduct the business of the sociery.

2. The officers of the society are elected by the supreme
governing body.

3. Only berefit members are eligible for election to the
supreme governing body or any Intermediate assenmbly.

4. Each voting member has cone vorte.

5. A voting member is rot entitled to cast a vote by

proxy.
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Sec. 6. NEW SECTION. ©512B.6 PURPOSES AND POWERS.
l. A society shall operate for the benefit of members and

their beneficiaries by fulfilling both of the following
purposes:

a. Providing berefits as specified in section S5128.1l6.

b. Operating for one or more social, intellectual,
educational, charitable, benevolent, moral, fraternal,
patriotic, or religious purposes Scr the benefit of its
members, which may also be extended to others.

The purposes listed in this subsection may be carried out
directly by the society, or indirectly through subsidiary
corporations or affiliated organizations.

2. A soclety may adopt laws and regulations for the
government of the society, the admission of its members, and
the management of its affairs. A soclety may amend its laws
and regulations, and has other powers as necessary and
incidental to carrying into effect the objects and purposes of
the soclety.

SUBCHAPTER II
MEMBERSHIP

Sec. 7. NEW SECTION, 5128.7 QUALIFICATIONS FOR
MEMBZRSHIP.

1. In its laws or reguiations, a society shall at minimum

specify all of the following:

a. Eligibiiity standards for each membership class. Lf
benefits are provided on the lives of children, the mininum

at not less than age
n and no:r greater than age twenty-one.

o. The process for admissicn to membership for each
membership class.

¢. Tre rights and privileges of each membership class.
On.y bereifit members shall have the right to vote on the
management of =he insurance affairs of the society.

2, A society may also admit social members. A social

member shall have no voice or vote in the management of the

-4~
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irsurance affairs of the soclety.

3. Membersnip rights in a society ate personral to the
member and are not assignable.

Sec. 8. NEW SECTION, 512B.8 LQCATION Of OrFICE,
METTINGS, COMMUNICATIONS T0 MEMBERS, GRIEVANCEZ PROCEDURES.

i

1. The principal office of a domestic scciety shall be
located in this state. The meetings of 1ts supreme governing
pody may be held anywhere the society has at least one
subcrdinate lodge, or in another location as determined by the
supreme governing bedy, ard all business transacted at a
meeting heid out of state shall be as valid in a2li respects as
£ the mee:zing were held 1n this state. The minutes of the
praoceedings of the supreme governing body arnd of the board of
d:rectors shall be in the English language.

2. a. A sociery may provide 1in 1its laws for an official
pubiicaticn in whicn any notlice, report, or statement required
by law to he given to members, including notice of election,
may be publilished. Such required reports, notices, and
statements shall be printed conspicuously in the publiication.
if the recorcés of a socliety show that two or more members have
the same mailing address, an official publicaticn mailed to
one member i1s deemed 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
soclety's annual statement providing an expvlanation of the
facts concerning the condition of the society disclosed in the
arnual statement shall be printed and mailed to each benefit
member of the society or, in lieu of mailing, the synopsis may
be published in the society's cfficial publication.

2. A society may provide in its laws or regulations for
grievance or complaint procedures for members.

Sec. 9. NEW SECTION., S512B.9 PERSONAL LIABILITY.

- The officers and members cf tne supreme governing body

p-

or any subordinate body of a society are not perscnally liable

for any benefits provided by a society.
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. 1 2. A person may be incdemnified and reimbursed by a society
2 for expenses reasonably incurred by, and liabilities imposed

3 upon, the person in connection with or arising out of a

&

proceeding, whether c¢ivil, c¢riminal, administrative, or
investigative, or a threat of action in which the person is or
may oe involved by reason of the person being a director,
officer, employee, or ager: of the society or of any other
legal entity or position which the person served in any
capacity at the request of the society. However, a person

O W W~ oW

shall ncot be s0 indemnified or reimbursed for either of the

o

following:

o]
[

L a. In relation o any matter to which the person is

13 finally adjudged to be or have been guilty of breach of a duty

14 as a director, officer, employee, or agent of the society.

15 b. In relation to any matter which has been made the

16 subject of a compromise settlement. However, 1f the person
' 17 acted in good faith for a purpose the person reasonably

18 believed to be in or not opposed to the best interests of the
19 society and, in addition, in a criminal proceeding, had no
20 reasonable cause to belleve that the conduct was unlawfui,
21 paragrapns "a" and "b" do not apply.
22 The determination whether the conduct of the person met the
23 standard required in order to justify indemnification and

24 reimbursement in relation to any matter described in paragraph

25 "a" cor "b" may only be macde by the supreme governing body by a

26 majority vete of a quorum consisting of persons who were not

27 parties tc the proceeding or by a court of competent

28 jurisciction. Trhe terminacicn of a proceeding by judgment,

29 order, settiement, conviction, or upon a plea of no contest,

30 as %o a person, does not in itself create a conclusive

1 presumption that the person met or did not meet the standard

32 of conduct required in order to justify indemnification and

33 reimbursement. The right of indemnification and reimbursenment
. 34 1s not exclusive of other rights to which a person may be

35 entitled as a matter of law and shall inure to the benefit of

-6
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the person's heirs, executors, and administrators.

3. A scclety may purchase and maintain insurance on beralf
of any person who is or was a director, off:cer, emp:oyee, OrI
agent cf the scclety, or who is or was serving at the reguest
of the soclety as a director, officer, employee, or agent of
any other legal entity affiliated with the society against any
liability asserted against the person and incurred py the
persen in any such capacity or arising ocut of the person's
status in relation to the soclety, whether or no:t the society
wouid have the power %o indemnify the person agalnst such
liability under this section.

4. A volunteer serving without compensation, a directcr,
officer, employee, or member of a society, is not liabie, and
fo cause of action may be brought, for damages resulting from
the exercise of dudgment or discretion in connection with the
dutles or responsipllities of that person for the soclety
unliess the act or omission alleged to be an exercise of
judgment or discretion :invelved willful or wanton misconduct.

Sec. 10. NEW SECTION. ©512B.10 WAIVZR.

Tne laws 0f the socilety may provide that a subordinate
b4 Yy L

body, or any of its subordinate officers or members, do not
have tne power or authority to waive any of the provisions of
the laws of the society. A waiver prohibition provision is
birding on the society and every member and bereficiary of a
member ,
SUBCHAPTER I1II
GOVERNANCE
Sec. 11. NEW SECTION. 3512B.11 ORGANIZATION.

A dcmestic society organized on or after the effective date

0f this Act shall be formed as follows:

1. Sever or more citizens of the Unized States, a majority
of whcm are citizens of this state, wno desire to form a
fraternal benefit society, may sigr and fiie with the
secretary cf state and commissioner of insurance an original

or copy oI a document containing, at minimum, the follcwing:




66 O

S

18

i9
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

s.7. 2100 u.r.

a. The proposed corporate name of the society, which shall
not so closely resemble the name of any other society or
insurance company as to be misleading or confusing.

b. The purposes for which the society is being formed and
the mode in which its corporate powers are to be exercised.
The purposes shail not include more liberal powers than are
granted by this chapter.

c. The names and residences of the incorporators.

d. The names, residences, ard official titles of all the
officers, trustees, directors, or other persons who are to
have and exerclse the general control of the management of the
affairs and funds of the society for the first year or until
the ensuing election at which officers shall be elected by the
supreme governing body or board of directors, which election
shall be held not later than one year from the date of
issuance of the permanent certiflcate of authority.

2. The chapters of incorporation, duly certified copies of
the society's requlations arnd laws, copies of all propeosed
forms of certificates, applications, and circulars to be
issued by the scciety, and a bord conditioned upon the recurn
to applicants of the advance premiums if the organization is
not completed within one year shall be filed with the
commissioner of insurance, who may require further information
as the commissioner deems necessary. The bond with sureties
approved by the commissioner snall be in an amount, not less
than three hundred thousand dollars nor more than orne million
£ive hundred cthousand dollars, as required by the
comrissioner. Ail documents filed are to be in the English
ianguage. If &tne purposes of the society conform to the
requirements of this chapter and all provisions of the law
have been ccmpiied with, the commissioner shalil so certify,
retain and file the chapters of incorporation, and furnisn the
incorporators a preliminary certificate of authority

autherizing the society to solicit members as provided in this

chapter.
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3. A preliminary certificate of authority granted under .
this section is not valid after one year from its date or
after a further period, not exceeding one year, as may be
authorized by the commissicner upon cause shown, uniess the
five hundred applicants reguired in this section have been
secured and the organization has been completed as provided 1n
this chapter. The chapters of incorpora:ion and all other
proceedings become void in one year frem the date of the
preliminary certificate of authority, or at the expiration of
he extended pericd, unless the soclety has completed its
organization and received a certificate of authority to do
business as provided in this chapter,

4. Upon receipt of a preliminary certificate of authority
from the comnmissioner, the society may solicit members for the
purpose of compieting its organization, shall coilect 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 amcunt so collected. A
society shall not incur a liability other than for the return
of advance premiums, shall not issue a certificate, nor pay.
aliow, offer, or promise to pay or allow, a berefit to any
person until all of the following conditions are satisfied:

a. Actual bona fide applications £¢r benefits have been
secured on not less than five hundred applicants, and any
necessary evidence of insurability has been furnished to and
approved by the society.

b. At least ten subordinate lodges have been establishned
into which the five hundred applicants have been admitted.

c. A list of the applicants has been submitted to the
commissioner, under oath of the president or secretary, or
corresponding officer of the society, giving the applicants'
names and addresses, the date each applicant was admitted, the
name and number of the subordinate lodge of wnich each
applicant is a member, the amount of benefits to he granted, .
and the premiums for the benefits.

-9_




d. It has been shown to the commissioner, by sworn
stalement of the treasurer, or corresponding officer of the
society, that at least one thousand applicants have each paid

in cash at least ore regular monthly premium, which premiums

L L T S

:n the aggregate shall amount %o at least three hundred
thousand dollars. Advance premiums shall be held in trust

during the period of organization and if the society has not
qualified for a certificate of authority within the time
permitted by this section, each premium shail be returned to
the respective applicant.

5. The commissioner may make an examination and require

e e
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further informatior as the commissiorer deems advisable. Upon

presentation of satisfactory evidence that the society has

—

P

compiied with ail applicable provisions of law, -he

=

commissioner shall issue to the society a certificate of

-
h

authority and the society is then authorized to transact
business pursuant to this chapter. A certificate of authority

17
18

is prima facie evidence of the existence of the society at the

-

date of the certificate. The commissioner shall cause a

b

record of each certificate of authority to be made. A

43
o

certified copy of the record shall be accepted in evidence

N
MO

with like effect as the original certificate of authority.

A% ]
w

6. An incorporated society authorized to transact business

in this state on the effective date of this Act is not

3 B ¥
(W4 JE =

required to reincorporate. A certified copy of the current

chapters of incorporation of an existing society shall be

filed with the commissioner and the commissioner may request,

additicnal records as the commissioner deems necessary vefore

issuing a certificate of authority to an existing society.
Sec, 2. NEW SECTION. 512B.12 AMENDMENTS TO LAWS.

i. A domestic society may amend its laws in accordance

(VYR N S N
LY ST ¢ « R I o]

L
[

with the provisions of its laws by action of its supreme

governing body at any reqular or special meeting or, 1f its

LW W w
[ PSR ]

laws 30 provide, by referendum. A referendun nay be held 1in

Lo
V3]

accordarce with the provisions of the soclety's laws oy the
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vote of the voiing members of the society, by the vote of
deilecates or representatives of voting members, or by the vcte
of local lodges. A society may provide for voting by mail.

aAn amendment submitted for adoption by referendum shall not be
adopted uniess, within six montns from the cdate cf submission
of the referendum, a majority of the members voting have
signified *helr consent to the amendment by cone of the methods
specified 1In this supsection.

2. An amendment to the iaws of a dcomestlc society shall
not take effect unless approved by the ccmmissioner. The
comnissicner shall approve an amendment if the ccrnmissioner
finds that it nas been duly adopted and is not inconsistent
with the laws of this state cr with the character, objects,
ard purposes of the society. An amencdmen: shall be considered
approved, unless the commissioner disapproves the amendment in
writing, within thirty days after the filing of the amendrment.
The disapproval of the commissioner shall be in writing and
railed to the secretary or corresponding officer of the
society at its principal office. 1f the commissioner
disapproves an amendment, the reasons for disapproval shali be
stated in the written notice.

3. Within ninety days freom the approval of ar amendment by
the commissioner, t“he amendment, or a synopsis of it, shail be
furnisned to ail members of the society either by mail or by
publication in full in the official publication of the
society. The affidavit cf an officer of the socieiy or of
anycre authorized by the society to mail an amendment or
synopsis of an amendment, stating facts which demoastrate
compiiance with this subsection, !s prima facie evidence that
the amendment or syncpsis has been furnished Lo the
addressees.

4. A foreign or alien society authorized to do business in
this state shail file with the commissiorer a duly certified
copy oI all amendments of its laws within thir:ty days after

their enactment.

_ll_
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S. Printed copies of the laws as amencded, certified by the
secretary, or corresponding officer of the society, are prima
facie evidence of the legal adoption of the laws and
amendments.

Sec, 13, NEW SECTION, 5128.13 INSTITUTIONS,

A soclety may create, maintain, and operate, or may

establish organizations to operate, not-for-profit
institutions to further the purposes permizted by section
512B.5, subsection 1, paragraph "b". The institutions may
furnish services free or at a reasonable charge. Any real or
perscnal property owned, held, or leased by the society for
this purpose shall be reported in every annual statemenz. A
nct-for-profit institution so established is a charitable
institution with all the rights, benefits, and privileges
given to charitable institutions under the constitution and
laws of this state. The commissioner may adopt appropriate
rules and reporting requirements.,

Sec. 14. NEW SECTION. 512B.14 REINSURANCE.

1. 3 domestic socliety 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 sSuch reinsurance agreements and authorized
to do business in this state, or if not so authorized, one
which Is approved by the commissioner; but a society shall not
reinsure substantially all of its insurance in force without
the written permissicn of the commissioner. It may take
credit for the reserves on ceded risks to the extent
reinsured, but credit shall not be alliowed as an admitted
asset or as a deduction from iiability, to a ceding socliety
for reinsurance made, ceded, renewed, or otherwise beconing
effective after cthe effective date of this Ac%, 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.

~312-




2. Notwithstanding the limitation 1in subsection 1, a
sociery may reinsure the risks of another society in a
consolidation or merger approved by the commissioner under
section 512B.15.

Sec. 15. NEW SECTION. 5128.15 CONSOLIDATIONS AND
MERGERS,

1. A domestic society may consolidate or merge with

a
domestic or foreign society by complying with this section.
Tne society snall file with the commissioner all of the
following:
a. A cer:tified copy of the written contract contalning in
£411 the terms and conditions of the consolidation or merger.
b. A sweorn statement by the presidert and secretary, or
correspording officers of each society, showing the financial
condition of the soclety on a date fixed by the commissioner.
c. A certificate of each officer submitting a sworn
statement pursuan: to paragraph “b", duly verified, that the
consolidation or merger contract has been approved by a twc-
thirds vote of the supreme governing body of each scciety, the
vote naving been conducted at a reguiar or special meeting of
each such body, or, if the society's laws so permit, by mali.
d. Evidence that at least sixty days prior to the actien
of the supreme governing body of each society to approve the
consolidazion or merger contract, the text of the contract has
been furnished to all members of sach society either by mail
or by publication in full in the official publication of each
society.
2. If the commissioner finds tha:t the contract 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 to that
effectz. Upon the commissioner's approval, the contract szail
pe in full force and effect unless a society which is a party

to the contract is incorporated under the laws of another

_135
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state. 1In that event the consolidation or merger shall not
become effective unless and until it has been approved as
provided by the laws of the other state and a certificate of
approval has been filed with the commissioner of this state
or, 1f the laws of the other state contain no equivalent
provision for issuing a certificate of consolidation or
merger, then the consolidaticn or merger shall not become
effective unless and until it has been approved by the
commissioner of the other state and a certificate conforming
with the laws of this state has been filed with the
commissioner. If the contract is not approved it shall be
incoperative, and the fact of submission and its contents shall
not be disclosed by the commissioner.

3. Upon the consolidation or merger becoming effective,
all the rights, franchises, and interests of the consolidated
or merged socleties in and to every kind of property, real,
personal, or mixed, belonging to the socletles shall be vested
in the successor society without any other instrument, except
that conveyances of real property may be evidenced by proper
deeds. The title to real property or an interest in real
property, vested under the laws of this state in any of the
societies consolidated or merged, shall not revert or be in
any way impaired by reason of the consolidation or merger, but
shall vest absolutely in the successor society.

4. The affidavit of an officer of the society or of a
person authorized by the society to mail a notice or document,
stating that the notice or document has been duly addressed
and mailed, is prima facie evidence that the notice or
document has been furnished the addressees.

Sec. 16. NEW SECTION. 5128.15A CONVERSION OF FRATERNAL
BENEFIT SOCIETY INTC A MUTUAL LIFE INSURANCE COMPANY.

A domestic fraternal benefif socliety may be converted and
licensed as a mutual life insurance company by compliance with

the requirements of the general :insurance iaws for muzual

all
iife 1nsurance companies. A plan of conversion shall be

_14_




~J N =Y L J -

[

e = SR S R R S S
O 0 = OV N E W R O W

b
o

21
22
23
24
25
26
27
28
29

L L L W
£ L) B b

(97
W

S.F. r~2§ CO au.r.

ared in writing by the bcard of directors setting forth |

pre
£ the terms and conditions of conversion. The affirmative

—

vote of two-zhirds of all members of the supreme governing
ncdy at a regular or special meeting is necessary for tne
approval of the plan of conversion. A conversion shall not
rake effect uniess and until approved by the commissioner.
The commnissioner may give approval for the conversion if the
cormissioner finds that the proposed change is in conformity
with the requirements of law and not prejud:icial to the
cert:ficate holders of the soclety.
' SUBCHAPTER IV
CONTRACTUAL BENEFITS
Sec. 17. NEW SECTION. 512B.16 BENEFITS.
L. A society may provide any or all of the following

contractual openefits in any form:
a. Death benefits.
b. Encdowment benefits.
c. Annuity berefits,
d. Temporary or permanent disability benefits.

Hospiral, medical, or nursing benefits.

17}

L H

. Monument or tombszone benefits to the memory of
deceased members.

g. Other benefits authorized for 1ife insurers and which
are nct inconsistent with this chapter.

2. A society shall specify in its regulations those
persons who may be issued, or covered by, the contractual
berefits in subsection 1, consistent with providing benefits
to members and their dependents. A society may provide
berefits on the lives of children under the minimum age for
adul:t membership upon application of an adult person.

Sec. 18. NEW SECTION. 512B.17 BENEFICIARIES.

.. The owrer of a benefit contract may change the

deneficilary or beneficiaries in accordance with the laws or
requlations of the society unless the owner waives this right

by specifically requesting in writing that the beneficliary

_15_
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designation be irrevocable. A society may, through its laws

or regulations, limit the scope of beneficiary designations
and shall provide that a revocable beneficiary shall not have
or obtain a vested interest in the proceeds of a certificate
until the certificate has become due and payable in conformi:zy
with the benefit contract.

2. A soclety may make provision for the payment of funeral
benefits to the extent of the portion of a payment under a
certificate which reasonably appears to be due to a person
equitably entitled to the benefit by reason of having incurred
expense occasioned by the burial of the member. However, the
portion so paid shall not exceed the sum of one thousand
dollars.

3. 1If, at the death of a person insured under a berefit
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 pursuant to subsection 2,
shall be payable to the estate of the deceased insured the
same as other property not exempt., However, if the owner of
the certificate 1s other than the insured, the proceeds are
payable to the owner.

Sec. 19. NEW SECTION. 512B.18 BENEFITS NOT ATTACHABLE.

Money or other benefit, charity, relief, or aid to be paid,

provided, or rendered by a soclety, is not liable to
attachment, garnishment, or other process, or to be seized,
taken, appropriated, or applied by any legal or equitable
process or operation of law to pay a debt or liability of a
member or beneficiary, or ary other person who may have a
derivative right, either before or after payment by the
society, except as provided in sections 627.11 and 627.:2.
Sec. 20. NEW SECTION. 5128.12 THE BENEFIT CONTRACT.

1. A society authecrized to do business in this state shal.

1ssue Lo each owner of a penefit coniract a certificate
specifying the amoun:t of benefits provided pursuant to the

benefit contract. The certificate, together with any riders

~16-




or endorsemencs attached to the certificate, the laws of tre
society, rhe application for membership, the applicatlon for
insurance ancé declaration of insurability, if any, signed by
rhe applicant, and all amendments, constitute the benefit
contract, as of the date of issuance, between the scciety
the owner, and the cer=ificate shall so state. A copy of
application for insurance and declaration of insurabiiity, if
any, shall be endorsed upon or attached to the cercificate.
Statements on the applicaticon are representations and not
warranties. A walver of this provision is void.

2. Additions or amencments to the laws of a society duly
made or enacted subsequent to the issuance of the certificate,
bind the owner and the beneficiaries, and govern and centrol
the benefit contract in all respects the same as though the
additions or amendments had been made before and were in force
at the time of the application for insurance, except that an
addition or amendment shall not destroy or diminish benefits
which the society contraczed to give the owner as of the date
of 1ssuance.

3. A person upon whose life a benefit contract 1s issued
before the person attains the age of majority is bound by the
terms of the application and certificate and by all the laws

and regulations of the society to the same extent as thougn

the person had attained the age of majority at the time of

application,
4. A society shall provide in its laws that if its

reserves as to all or anrny class of certificates become
impaired, its supreme governing body or board of directors may
regquire that there be paid by the owners to the society th
amount cf the owners' equitable proportion of the deficiency
as ascertained by its governing body or boaré, and that if the
payment is not made either c¢f the following will apply:

a. The required payment or assessment shall stand as an
indebtedness against the certificate and draw interest not to

exceed the rate specified for certificate loans under the

-17~




certificates.

b. In lieu of or in combination with paragraph "a"“, the
oWwner may accept a proportionate reduction in benefits under
the certificate.

The society may specify the marner of the election and
which alternative is to be presumed if no election is made.

5. Copies of any of the documents mentioned in this

section, certified by the secretary or corresponding officer

of the society, shall be received in evidence of the terms and
condlitions of the documents.

6. A certificate shall not be delivered or issued for
delivery in this state unless a copy of the form has been
filed with the commissioner in the manner provided for 1like
policies issued by life insurers in this state. A life,
accident, health, or disability insurance certificate and an
annuity certificate issued on or after one year from the
effective date of this Act shall meet the standard contract
provision requirements not inconsistent with this chapter for
like policies issued by life insurers in this state, except
that a soclety may provide for a grace period for payment of
premiums of one full month in its certificates. The
certificate shall also contain a provision stating the amount
of premiums which are payable under the certificate and a
provision reclting or setting forth the substance of any
sections of the society's laws or regulations in force at the
time of lssuance of the certificate which, if violated, will
result in the termination or reduction of benefits payable
under the certificate. If the laws of the scciety provide £for
expulsion or suspension of a member, the certificate shall
also conzain a provision that any member expelied or
suspended, except for nonpayment of a premium or within the
contestable period for material misrepresentation in the
application for membership or insurance, may maintain the
certificate in force by continuing payment of the required

premium.
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7. A perneflit centract issued on the life of a person below .
the soclety's minimum acge for aduls membership may previde for
transfer cf control of ownership to the insured at an age
specified in the certificare. A scclety may require approvail
oS an application for mempership in crder t¢ effect this
transfer, and may provide in all other respectis for the
regu.ation, government, and control of such certificaties and
the rights, obligations, anc liabilities jincident to, or
connected with, the benefit contract. Ownership rights orior
“c a transfer shall be specified in the certificate.

8. A society may specify the terms and conditions on which
beneflt contracts may be assigred.

Sec. 21. NEW SECTION. 512B.20 NONFORFEITURE BENEFITS,
CASE SURRENDER VALUES, CERTIFICATEZ LOANS, AND OTHZR OPTIONS.

1. For certificates issued before the effective date of

tnis Act, trhe value of every paid-up nonforfeiture benefit and

o
1

O

-
L

C e
89

the amount of any cash surrendered valiuve, lcan, or
option granted shall comply with chapter 512, Code

1ve date

et
[ Y+

2. For certificates issued on or after the effec
of this Act for which reserves are computed on the
commissioner's 1980 standard mortality table, or any more
recent table made appilicable to life insurers, every paid-up
nonforfeiture penefit and the amount of any cash surrender
value, loan, or other option granted shall not be less than
the corresponding amount ascertained in accordance with the
~aws of this state applicable to life insurers issuing
policies containing like benefits baseéd upon the same tables.

SUBCHAPTER V
FINANCIAL REQUIREMENTS
Sec. 22. NEW SECTION. 512B.21 INVESTMENTS.

A society shall invest its furnds only as authorized by the

raws of this state for the investment of assets of life
‘nsurers ancé subject to the same limitations. A foreign or
allen society permitted or seeking to do business in this .

state which invests it3 funds in accordance with the laws of

..._:_9_
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the state in which it 1s 1ncorporated, shall be heid to mee<®
the requirements of this section for the investment of funds.
A society organized under the laws of this state shall deposit
securities as required of life insurance companies pursuant to
secticon 511.8, subsection 16.

Sec. 232. NEW SECTICN. S12B.22 FUNDS.

1. All assets shall be held, invested, and disbursed for

the use and benefit of the society and a member or beneficiary
shall not have or acquire individual rights in the society's
assets or become entitled to an apportionment on the surrernder
of any part of the sociezy's 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. A society may, pursuant to resolution of 1ts supreme
governing body, establish and operate one or more separate
accounts and issue contracts on a variable basis, subject to
the law regqulating iife insurers establishing equivalent
accounts and issuing equivalent contracts. To the extent the
soclety deems it necessary :in order to comply with any
applicable federal or state laws, regulations, or rules, the
society may adopt special procedures for the conduct of the
business and affairs of a separate account:; may, for persons
having beneficial interests in the account, provide spec:ial
voting and other rights, including without limitation, spec:ial
rights and procedures relating to lnvestment policy,
Investment advisory services, selection of certified public
accountants, and selection of & committee to manage the
business and affairs of the account; and may issue contracts
on a variable basis to which section 5123.19, subsections 2
and 4 shaii not apply.

SUBCHAPTER VI
REGULATION
Sec. 24. NEW SECTION. 512B.23 VALUATION.

_20...




1. Standavds of valuati
the effective date of this act
5.2, Code 1989.

2. The mirnimum standards of valuvation for cerzifl
:ssued on or after tne effective date of cthis Act sha:l
based on the folliowing taples:

a. or cerzificates of life insurance, the commissioner's
1280 standard ordinary mortality table or any mcre recent
table made applicable tc life Iinsurers.

b. For annulizy and pure endcwment cer
and permanert disabiiity beneflts, for a
berefits and for ncncancellable accident
the tables authorized for use by life irns

Pavagraprs "a" and "b" are under valuation me:hods anc

stardarés, including interest assumpticns, 1in accordance with

the laws of this state applicable to life insurers issuing
policies containing like benefits. .

3. The ccmmissioner may, in the commissicner's discretion,
accept arother standard for valuation 1f the comnmissioner
finds tha:t the reserves producec by the otner standaré wiil
not be less in the aggregate than reserves computec in
accordance with the minimum valuation standards prescribed dy
subsection 2. The commissioner may, in the commissioner's
discretion, vary the standards of mortality applicable to all
benefit contracts on substandard lives or other extra
hazardcus lives by any society authorized to do business :in
*this state.

4. A soclilety, with the consent of the commnissioner of
insurance of the state of domicilie of the society and under
condizions which the commissioner may impose, may establish
and maintain reserves on its certificates in excess of the
reserves otherwise required, but the contractual rights of a
benefit member shall not be affected by the excess reserves.

Sec. 25. NEW SECTION. 5i2B.24 REPORTS. .

Reports shall be flled in accordance with this section,.

_21_.
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1. A soclety transacting business in this state, on or
before March 1 annually, unless for cause shown the time has

been ex:zended by the commissioner, shali file with the

NV ]

COmMmissioner a hrue starzement of ts financial cendition,

N
w

transacticns, and affairs for the preceding calendar year and
shall pay a fee of twenty-five dollars. The statement shall
be in general form and content as approved by the national
association of insurance commissioners for fraternal benefit
societies and shall be supplemented by additional information

QO L~ O

—

as adopted by rule cf the commissioner.

$—

2. As part of the annual statement, a society shall, on or

(=]

before March 1, file with the commissioner of insurance a

t_-l
[N N ]

b

valuatlion of its certificates in force on the last preceding
14 December 31. However, the commissioner may, for cause shown,
15 extend the time for filing the valuation for not more than two
16 calendar months. The valuation shall be done in accordance
. 17 with the standards specified in section 512B.23. The
18 valuation and underlying data shall be certified by a
19 gualified actuary or, at the expense of the society, verified
20 by the actuary of the department of insurance of the state of
1 domicile of the society. -
22 3. A society failing to file the annual statement in the
23 form and within the time provided by this section shall
24 forfeit one hundred dollars for each day during which tne
25 default continues, and, upon notice by the commissioner to
26 that effect, the society's authority to do business in this
27 state shall cease while the default continues.
28 Sec. 26. NEW SZCTION. 3512B.25 ANNUAL LICENSE.
29 A society which is authorized to transact business in this

30 state on the effective date of this Act, ard a scciety
1 licensed on or after the effective date of this Act, may
32 continue in business until April 30, 1991. The authority of
33 the society may thereafter be renewed annually. A license
. 34 terminates on the succeeding April 30. However, a license

35 issued shall continue in full force and effect until a new

-22-
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license is issued or specifically refused. For each license
or renewal the society shall pay the commissiorer a fee of
twenty-£five dollars. A duly certified copy or cduplicate of
the License i1s prima Iaclie evicdence that the llcensee is a
fraterral benefit society within the meaning of this chapter,

Sec., 27. NEW SECTION. 512B.26 EXAMINATION OF SOCIETIES -
- NO ADVERSE PUBLICATIONS.

. The commissioner, or the commissioner's designee, may

examine a domestic, foreign, or alien society transacting or
applylng for admission to transact business in thils state in
the same manner as authorized for examination of a domestic,
foreign, or alien insure:. Requirements of notice and an
opportunity to respond before £indings are made public as
provided in the laws regulating insurers are also applicable
to the examinaticn of a soclety.

2. The expense of each examination and of each valuation,
inciuding compensation and actual expense of examiners, shall
pe paid by the soclety examined or whose certificates are
valued, upon statements furnished by the commissioner.

Sec. 28. NEW SECTION. S512B.27 FOREIGN OR ALIEN SOCIETY -

- ADMISSION.

A fore:ign or alien society shall not transact business in
this scate without a license issued by the commissioner. A
society desiring admission to this state shall substantially
comply with the requirements and limitations of this chapter
appiicable to domestic societies. A society may be licensed
to transact business in this state upon filing with %Zhe
commissioner ail of the following:

i. A duly certified copy of its chapters of incorporatzion.

2. A copy of its bylaws, certified by its secretary or a
corresponding officer,

3. A power of attcrney to the commissioner of insurance as
prescribed in section 512B.33,

4. A statement of its business under catn of its president

and secretary or corresponding offic~rs in a form prescribed

_23_.




by the commissioner, duly verified by an examination macde by

the supervising insurance official of its state of domicile,

satisfactory to the commissioner.

5. Certification from the proper official of its state of
domicile that trhe society is legally incorporated and licensed
to transact busiress in that state.

6. Copies of its certificate forms.

7. Other information the commissioner requires.

8. A showing that its assets are invested in accordance
with this chapter.

Sec. 29. NEW SECTION. 512B.28 INJUNCTION -~ LIQUIDATION
-- RECEIVERSHI? OF DOMESTIC SOCIETY.

1. When the commissioner upon investigation finds that a

domestic society has exceeded its powers; failed to comply
with a provision of this chapter; failed to fulfill a contract
in good faith; failed to maintain a membership of not less
tnan four hundred after an existence of one year or more; or
conducted business fraudulently or in a manner hazardous to
its members, creditors, the public, or the business, thne
commissioner shall notify the society of the deficliency or
deficiencies and state in writing the reasons for the
commissioner's dissatisfaction. The commissioner shall at
once issue a written notice to the society requiring that the
deficiency or deficiencies which exist be corrected. After
the notice of deficiency the society has a thirty-day period
in which to comply with the commissioner's request for
correction, and if the society fails to comply the
commissioner shall notify the society of a finding of
noncompliance and require the society to show cause on or
before a date named why it should not be enjoined from
carrying on any businress until the violation complained of has
been corrected, or why an action seeking otner legal or
equitable relief should not be commenced agaiast the society.
2. If by the date named to show cause the society does not

present good ané sufficient reasons why 1t should not be so

_.24_
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enloined or why an action should not be commenced, the
commissicner may present the facts relating to “he socliety to
the attorney general who shaill c¢commence an action to enjoin
tre society from transacting business or other action
requested by the commissioner.

3. The court in which an action is commenced pursuant to
subsection 2 shall notify the officers of the society of a
hearing. If after a full hearing it appears tnat the society
should be enicined or liquidated or a receiver appointed, or
other legal ¢r squitable relief awarded, the court shall enter
the necessary orcder. A society so enicined does not have the
authcrity to do business unless and until ail of the following
conditions are satisfied: '

a. The ccmmissioner finds :that the violation complained of
has been corrected.

b. The costs of the action, including reasonable attorney
fees for the state's attorneys and expenses related to the
case in which the injunction was entered, nhave been paid by
the sociezy if the court finds that the society was in default
as alleged.

c¢. The court has dissolved its injunction.

d. The commissionrer has reinstated the certificate of
authority of the society.

4. If the court orders the society liquidated, it shall be
enjoined from carrying on any further business, and the
recelver 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, proceeé to
close the affairs of the society and to distribute its funds
to those entitled to them.

5. If a receiver is to be appointed for a domestic
soclety, the court shall appoint the commissioner of insurance
as the receiver.

6. The provisions of this section relating to hearing by

the commissioner, action by the attorney gerneral at the

-25-
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request of the commissiconer, hearing by the court, iniunction,
and receivership are applicable S0 a soclety which voluntaril
determines to disceontlnue businecss,

Sec. 30. NEW SECTION. 512B.2% SUSPINSION, REVOCATION, OR
REFUSAL QF LICENSE OF FOREIGN OR ALIEN SOCIETY.

L. Wher the commissioner upon investigation finds that a

forelgn or alien society transacting or applying to transact
business in tnhis state has exceeded its powers; failed to
comply with a provision of this chapter; failed to fulfill a
contract in good faith; or conducted its pusiness fraudulentiy
or in a manner hazardous to 1its members or creditors or the
public, the commissioner shall notify the scciety of the
deficiency or deficiencies and state in writing the alleged
facts or circumstances constituting a deficlency. The
commissioner shall at once issue a written notice to the
society requiring that the deficiency or deficiencies which
exist be corrected on or before thirty days from entry of the
notice of deficiency. After notice the soclety has a thirty-
day period in which to comply with the commissioner's request
for correction, and if the soclety fails to comply the
cormissioner shall notify the society of a finding of
noncompliance and require the society to show cause on or
before a date named why 1its license should not be suspended,
revoked, or refused. If, on or before the date named, the
society does not present good and sufficient reason why its
iicense 0 do business in this state should not be suspended,
revoked, or refused, the commissioner may suspend or refuse
the license of the society %o do business in this state until
evidernce satisfactory to the commissioner is furnished to the
commissioner that the suspension or refusal should be
withdrawn or the commissiorer may revoke the license of the
socliety to do business in this state.

2. A socliety whose.license to do business in this state is
suspended, revoked, or refused pursuant to subsection 1 shall
continue in good faith ail contracts made in this state during

-26~-
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the time the society was legal.lly authorized to transack .

business in this state. Lack of authority to transact

Lo

business witnin the sState is not a c¢2fense to an action by a
person agalinst the soclety to enforce a contract entered Iinto
by the society without compliance with this chapter, or prior
appliicable law.

Sec. 3i. NEW SECTION. 512B.30 STANDING.

A petition or compiaint for injunction against a domestic,

foreign, or alien society, or iodge shall nct pe recognized in

©C W W - N o L

—

a court of this state unless made by the attorney general upon

}—

b=

request of the commissicrer,
Sec. 32. NEW SECTION. 512B.31 LICENSING OF AGENTS.

L. Agents of societies shall be lLicensed :in accordance

b
tJ

} o4

—
-

witn chapter 522 regulating the licensing, revocation,

-

suspension, or termination of license of resident and

-

—
[e}

nanresident agents, but persons who were agents of a socilety
on or before July 1, 1970, are not required to take an .

examination.

e
PR 0~

2. An examination or license shall not be required of a

b=
o)

regular salaried officer, employee, or member of a licensed
society who devotes substantially all of the person's services
to activities other than the solicitation of fraternal

[ T S R SO S
W N - O

insurance contracts from the public, and who does not receive

for the solicitation of such contracts & commission or other

[ B S
W

compensat:ion directly dependent upon the amount of business

[3¥]
N

obtained.
Sec. 33. NEW SECTION. 512R.32 UNFAIR MET=HODS OF
COMPETITION AND UNFAIR AND DECEPTIVE ACTS AND PRACTICES.

A scciety 1s subject to chapter 307B relating to unfair

%]
~J

[ 2% B LV
LYo N o]

[99]
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insurance trade practices. BHowever, chapter 50728 does not

-~ -

31 apply o or affect the right of a society 2o determine its
32 eligibility requirements for membership, and does not apply to
33 or affect the offering of benefits exclusively to members or

34 persons eligibie for membership in the society by a subsidiary .

35 corporation or affiliated organizatica of a society.

_2';_
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SUBCHAPTZR VII
MISCELLANEOUS
Sec. 34. NEW SECTION. 5i2B.33 SERVICE OF PROCESS.

1. A foreign or alien society authorized to do business in

this state shall appoint in writing the commissioner to be 1its
true and lawful attorney upon whem all lawful process in any
action or proceeding against it shall be served, and shall
agree in the written consent to process that any lawful
process against it which is served on the commissioner shall
be of the same legal force and validity as if served upon the
society, and that the authority shall continue in force so
long as any liability remains outstanding in this state.
Copies of the appointment, certified by the commissioner,
shalil be deemed sufficient evidence of the appointment and
shail be admitted in evidence with the same force and effect
as the original may be admitted.

2. Service of process shall only be made upon the
commissioner, or if absent, upon the person in charge of the
commissioner's office. Service shall be made in duplicate and
shall constitute sufficient service upon the society. When
legal process against a society is served upon the
commissioner, the commissioner shail forthwith forward one of
the duplicate copies by registered mail, prepaid, directed to
the secretary or corresponding officer of the society.

Service shall not require a society to £ile its answer,
pieading, or defense in less than thirty days from the date of
mailing the copy of the service to a society. Legal process
shai:l rot be served upon a society except in the manner
provided in this section.

Sec. 35. NEW SECTION. S512B.34 REVIEW.

All decisions and findings of the commissioner made under

this chapter are subject to review pursuant to chapter 174,
Sec. 36. NEW SECTION. S12B.35 PENALTIES.

1. A person who knowingly makes a false or fraudulent

statement or representation in or relating to an application

-28-
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for membersnip or for the purpose of obtaining morey from or a .

£it In a society, 1s guilty of a fraudulent practice.

rr

e
2. A person who willfully maxes a false or frauduien
arement 1n a verified report or declaration under oath
required or authorized by this chapter, or of a material fact
or tning contained in a sworn statement concerning the death
or disability of an insured for the purpose of procuring
naynent of a penefit named in the certificate, is guilty of
perjury.
3. A person who solicits membership for, or in any manner
assists in procuring membership in, a society no: licensed to
dc business In this state, is gquilty of a serious misdemeanor.
4. A person guilty of a williful vigclation of, or reglect
or refusal to comply with, a provision of this chapter for
wnich a penaity is not otherwise prescribed, is guilty of a
simple misdemeanor,
Sec. 37. NEW SECTION. 5128.36 EXEMPTION OF CERTAIN
SOCIETIES. .
1. This chapter does not affect or apply tc any of the

£nllowing:

a. Grand or subordinate odges of societies, orders, or
assocliatlions now doing business in this state which provice
benefiis exclusively through local ¢or subordinate lodges.

b. Orders, societies, or associations which admit to
membership only persons engaged in one or more crafts or
hazardous occupations, in the same or similar lines of
business, insuring oaly their own members and their families,
and the spouses' societies or spouses' auxiiiaries to such
orders, societies, or associations.

¢. Domestic societies which limit their membership to
enp.oyees of a particular city or town, designated firm,
business house, or corporation which provide for a death
perefit of rot more than four hundred dollars or disability
perefits of not more than three hundred fifty doilars toc any
person in ary one year, or both, .

_29..
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d. Dcmestic societies or asscciations of a purely
religious, charitable, or benevolen* description, which
provide for a death benefit of not more than four hundred
dollars or for disability benefits of not more than three
hundred fifty dollars to any one person in any one year, or
both.

2. A society or association described in subsection 1,
paragraph "a" or "d", which provides for death or disability
benefits for which penefit certificates are issued, and any
such society or association included in paragraph "d" which
has more than one thousand members, is not exempt from this
chapter but shall comply with all reguirements of this
chapter.

3. A society which is exempt from the requirements of this
chapter, except a soclety described in subsection 1, paragraph
"b", shall not give or allow, or promise to give or allow to
any person any compensation for procuring new members.

4. A socliety which provides for benefits in case of deathn
or disability resulting solely from accident, and which does
not obligate itself to pay natural death or sick benefits, has
all of the privileges and 1s subject to all the applicable
provisions of this chapter and rules adopted by the commissiocn
pursuant to this chapter except that the provisions relating
to medical examination, valuations cf benefit certificates,
and incontestability, do not apply to such a society.

5. The commissioner may require from a society, by
examination or otherwise, information that will enable the
commissioner to determine whether the society i1s exempt from
this chapter.

8, A society exempt under this section, is also exempt
from all other provisions of the general insurance laws of
this state.

Sec. 38. Chapter 512, Code 1989, is repealed.

Sec. 39.

This Act is effective January 1, 1991.
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Sec. 40.
The Code editor shall make conforming amendments to the

Code as required to correct internal references to chapter 512
and designate instead new chapter S$512B.
EXPLANATION

This bill adopts, in substance, the 1983 model fraternal
code adcopted by the naticnal fraterral congress of America
(NFCA) as a new chapter 512B in place of the existing chapter
512 governing fraternal benefit societies. Fraternal benefit
socleties offer benefi%s in the form of insurance to a limited
class of members and related persons and are subiect to the

reguiation of the commissioner of insurance.
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Amend Senate File 2100 as follows:

l. Page 1, line 12, by striking the words "Alien
association" and inserting the following: "Alien
socliety".

2. Page 1, line 24, by striking the words
"Domestic association" and inserting the following:
"Domestic soclety".

3. Page 1, line 26, by striking the words
"Foreign association" and inserting the following:
"Foreign society".

4. Page l, line 29, by striking the word
"chapters" and inserting the following: "articles".

S. Page 2, line 3, by inserting after the word
"body" the following: "or board of directors".

6. Page 3, line 2, by striking the word
"selected" and inserting the following: "elected".

7. Page 3, line 14, by inserting after the word
"laws." the following: "The board of directors may
appoint the officers of the society if authorized to
do so by the articles or bylaws of the society. A
board of directors elected by an assembly shall have
such powers authorized the board by the articles or
bylaws of the society, and may or may not be a supreme
governing body as described in paragraph "b",
depending upon the powers authorized by the articles
or bylaws."

8. Page 3, line 30, by inserting after the word
"body" the following: "or board of directors”.

9. Page 3, line 32, by inserting after the word
"body" the following: ", board of directors,".

10. Page 8, line 14, by striking the word "body"
and inserting the following: "body.,".

l1. Page 8, line 17, by striking the word
"chapters" and inserting the following: “articles".

12. Page 8, line 32, by striking the word
"chapters" and inserting the following: ‘“"articles"”,

13. Page 9, line 7, by striking the word
"chapters"” and inserting the fcllowing: "articles".

14, Page 10, line 26, by striking the word
"chapters" and inserting the following: "articles

15. Page 11, line 34, by striking the word
"thirty" and inserting the following: “ninety".

16. Page 13, by striking line 8, and inserting
the following: "domestic society, foreign soclety, or
society chartered under the laws of Canada or a
Canadian province or territory, by c¢omplying with this
section." '

17. Page 14, line 1, by inserting after the word
"state" the following: ", Canada, or Canadian
province or territory“.

-1-
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1 i8. Page 20, line 1, by inserting after the word
2 "state" the following: “or nation".

3 19. Page 23, lire 29, by striking the word

4 "chapters™ and lnserting the following: "articles”.

By RICHARD RUNNING
EMIL J. HUSAK

5-5060 P%LED FEBRUARY 7, 1990
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BY HUSAK, RUNNING, TIEDEN,
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(AS AMENDED AND PASSED BY THE SENATE FEBRUARY 12, 1990)

pmma menmemmm - New Language by the Senate
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A BILL FOR

Act relating to fraternal benefit societies, imposing
penalties, and providing an effective date.
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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SUBCHAPTER I
STRUCTURE AND PURPOSE
Section 1. NEW SECTION. ©S5S12B.1 SCOPE OF CHAPTER.

Except as otherwise provided in this chapter, societies are

governed by this chapter and are exempt from all other
insurance laws of this state unless expressly included in this
chapter, or unless specifically made applicable by this
chapter.

Sec. 2. NEW SECTION. 512B.2 DEFINITIONS.

As used in this chapter, unless the context otherwise

requires:

1. ™Alien soclety" means an association organized under
the laws of another country.

2. "Benefit contract" means the agreement for provision of
benefits authorized by section 512B.16, as that agreement is
described in section 512B.19, subsection 1.

3. "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.

4, "Certificate" means the document issued as written
evidence of the benefit contract.

5. "Commissioner" means the commissioner of insurance or
the commissioner's designee.

6. "Domestic society" means an association organized under

the laws of this state.

7. "Foreign societz' means an association organized under
the laws of another state or territory of the United States.

8. "Laws" means the society's articles of incorporation,
constitution, and bylaws, however designated.

9. "Lodge" means a subordinate member unit of the scociety,
whether known as a camp, court, council, branch, or by any
other designation.

10. "Premium" means a premium, rate, dues, or other
reguired contribution by whatever name known, which is payable
under the certificace.
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ll. "Regulations" means all regulations, or resolutions
adopted by the supreme governing body or board of directors
which are intended to have general application to the members
of the society.

12. "Society"” means a fraternal benefit society, unless
otherwise indicated.

Sec. 3. NEW SECTION. 5128.3 FRATERNAL BENEFIT SOCIZTIES
—-- DEFINED.

9 An incorporated society, order, or supreme lodge, without

o T B o T ¥ B e I e N

10 capital stock, including one exempted under section 512B.36,
11 subsection 1, paragraph b, whether incorporated or not,
12 conducted solely for the benefit of its members and their
13 beneficiaries and not for profit, operated on a lodge system
14 with a ritualistic form of work, having a representative form
15 of government, and which provides benefits in accordance with
16 this chapter, is a fraternal benefit soclety.

D 17  Sec. 4. NEW SECTION. 51i2B.4 LODGE SYSTEM,

s 18 1. A society is operating on the lodge system if it has a

19 supreme governing body and subordinate lodges into which

20 members are elected, initiated, or admitted in accordance with
21 its laws, regulations, and ritual. Subordinate lodges shall
22 be required by the laws of the society to hold regular

23 meetings at least once in each month in furtherance of the

24 purposes of the society,

25 2. A society may organize and operate lodges for children
26 under the minimum age for adult membership. Membership and

27 initiation in local lodges shall not be required of children,
28 nor shall children nhave a voice or vote in the management of

29 the society.

30 Sec. 5. NEW SECTION. 512B.5 REPRESENTATIVE FORM OF
31 GOVERNMENT.
32 A society has a representative form of government if ali of

33 the following apply:
@ 34 1. It has a supreme governing body constituted in one of
35 the following ways:
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a. Assembly. The supreme governing body is an assembly
compcsed of delegates glected directly by the members or at
intermediate assemblies or conventions of members or their
representatives, together with other delegates as prescribed
in the society's laws. A society may provide for election of
delegates by mail. The elected delegates must constitute a
majority of the delegates in number and have not less than

W N b W

two—-thirds of the votes and not less than the number of votes

\o

required to amend the society's laws. The assembly must be

[
o

elected and meet at least once every four years and must elect

[
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a board of directors to conduct the business of the society

—
[\ ]

between meetings of the assembly. Vacancies on the board of

-
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directors between elections may be filled in the manner

14 prescribed by the society's laws. The board of directors may
E R

15 appoint the officers of the society 1f£ authcrized to do so by
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16 the artlc‘es or bylaws of the soc1etv. A bcard ef direqtqré

17 elected by anrassemoly shall nave sucb powers authorized the
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18 board by the articles or bylaws of the scciety, and may or aay
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19 no* be a suprene governlng oody 2s described in paragraph "b",
20
21 bylaws.

[ e ] . A . .
22 b. Direct election. The supreme governing odody is a bcard
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cepeno*ng

pon the powers aa;horlzed b

tne arb;cles or

23 of directors composed of persons elected by the members,

24 either édirectly or by their representatives 1in intermediate

25 assemblies, and any other persons prescribed in the soclety's

26 laws. A society may provide for election of the poard by

27 mail. Each term of a board member must not exceed four vears.
28 Vacancies on the board between elections may be filled in the

29 manner prescribed by the society's laws. The elected boaré

30 members must constitute a majority of the board members in

31 number and have not less than the number of votes required to

32 amend the society's laws. A person filling the unexpired term
33 of an elected board member shall be considered to be an

34 elected member. The board must meet at least quarterly to

35 conduct the business of the society.
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2. The officers of the scciety are elected by the supreme
governing body or board of directors.

3. Only benefit members are eligible for election to the
supreme governing body, board of directors, or any
intermed:iate assembly.w

4. Each voting member has one vote.

5. A voting member is not entitled to cast a vote by
Proxy.

Sec. 6. NEW SECTION, 512B.6 PURPCSES AND POWERS.

1. A society shall operate for the benefit of members and

their beneficliaries by fulfilling both of the following
purposes:

a. Providing benefits as specified in section 512B.16.

b. Operating for one or more social, intellectual,
educational, charitable, berevolent, mcral, fraternal,
patriotic, or religious purposes for the benefit of its
menbers, which may also be extended to others.

The purposes listed in this subsection may be carried out
directly by the society, cr indirectly through subsidiary
corporations or affiiiated organizations.

2. A society may adopt laws and regulaticns for the
government of the society, the admission of its members, and
the management of its affairs. A society may amend :ts laws
and regulations, and has other powers as necessary and
incidental to carrying into effect the objects and purposes of
the society.

SUBCHAPTER I1I
MEMBERSHIP

Sec. 7. NEW SECTION. 5128.7 QUALIFICATIONS FOR

MEMBERSHIP.

1. In its laws or regulations, a society shall at minimum

specify all of the following:
a. Eligibility standards for each membership class. If
benefits are provided on the lives ¢of children, the minimum

age for adult membership shall be set at not less than age
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fifteen and not greater than age twenty-one.

b. The process for admission to membership for each
membership class.

c. The rights and privileges of each membership class.
Only benefit members shall have the right to vote on the
management of the insurance affairs of the society,

2. A society may also admit social members. A& socilal
member shall have no voice or vote in the management of the
insurance affairs of the soclety.

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

Sec. 8. NEW SECTION. 5128.8 LOCATION OF OFrICE,
MEETINGS, COMMUNICATIONS TO MEMBERS, GRIEVANCE PROCEDURES.

1. The principal office of a domestic society shall be

located in this state. The meetings of its supreme governing
body may be held anywhere the society has at least one
subordinate lodge, or in another locaticon as determined by the
supreme governing body, and all business transacted at a
meeting held out of state shall be as valid in all respects as
if the meeting were held in this state. The minutes of the
proceedings of the supreme governing body and of the board of
directors shall be in the English language.

2, a. A socliety 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. Such required reports, notices, and
statements shall be printed conspicuously 1n the publication.
If the records of a society show that two or more mempers have
the same mailing address, an official publication mailed to
one member is deemed to be mailed to all members at the same
address unless a member requests a separate copy.

D. Not later than June 1 of each year, a synopsis of the
soclety's annual statement providing an explanation of the
facts concerning the condition of the society disclosed in the

annual statement shall be printed and mailed to each benefit
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member of the society or, in lieu of mailing, the synopsis may
be published in the society's official publication.

3. A soclety may provide in its laws or regulations for
grievance or complaint oprocedures £for mempers.

Sec. 9. NEW SECTION. ©S512B.9 PERSONAL LIABILITY.

1. The officers and members of the supreme governing body

or any subordinate bodyv of a society are not personally liable
for any benefits provided by a scciety.

2. A person may be indemnified and reimbursed by a society
for expenses reasonably incurred by, and liabilities imposed
upon, the person in connection with or arising out of a
proceeding, whether civii, c¢riminal, administrative, or
investigative, or a threat of action in which the person 1s or
may be involved by reason of the person being a director,
officer, employee, or agent of the scciety or of any other
legal entity or position which the person gerved in any
capacity at the request of the scciety. However, a perscn
shall not be so indemnified or reimbursed for either of the
fcllowing:

a. In relation to any matter to which the person 1is
finally adjudged to be or have been guilty of breacn of a duty
as a director, officer, employee, or agent of the soclety.

b. 1In relation to any matter which has been macde the
subject of a ccmpromise settlement. However, 1f the person
acted in good faith for a purpose the person reasonably
believed to be in or not opposed to the best interests of the
society and, 1n addition, in a criminal proceeding, had no
reasonable cause to believe that the conduct was unlawful,
paragraphs "a" and "b" do not apply.

The determination whether the conduct of “he person met the
standard required in order to justify indemnification and
reimbursement in relation to any matter described in paragraph
"a" or "b" may only be made by the supreme governing bedy by a
majority vote of a quorum consisting of persons who were not

parties to the proceeding or by a court of competent

_6,_
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jurisdiction. The termination of a proceeding by judgment,
order, settlement, conviction, or upcn a plea of no contest,
as to a person, does nct in itself create a conclusive
presumption that the person met or did not meet the standard
of conduct required in order to justify indemnification and
reimbursement. The right of indemnification and reimbursement
is not exclusive of other rights to which a person may be
entitled as a matter of law and shall inure to the benefit of
the person's heirs, executors, and adminlstrators.

3. A society may purchase and maintain insurance on behalf
of any person who is or was a director, officer, employee, or
agent of the society, or who ls or was serving at the request
of the society as a director, officer, employee, or agent of
any other legal entity affiliated with the society agailnst any
liability asserted against the person and incurred by the
person in any such capacity or arising out of the person's
status in relation to the society, whether or not the society
would have the power to indemnify the person against such
liability under this section.

4. A volunteer serving without compensation, & director,
officer, emplovee, or member of a society, is not liable, and
no cause of action may be brought, for damages resulting from
the exercise of judgment or discretion in connection with the
duties or responsibilities of that person for the society
unless the act or omission alleged to be an exercise of
judgment or discreticn involved wiilful or wanton misconduct.

Sec., 10. NEW SECTION. ©S512B.10 WAIVER.

The laws of the soclety may provide that a subordinate

body, or any of its subordinate officers or members, do not
have the power or authority to waive any of the provisions of
the laws of the society. A wailver prohibition provision is
binding on the society and every member and beneficiary of a
member .
SUBCHAPTER III
GOVERNANCE

-7 -
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Sec. 11. NEW SECTION. 5128.11 ORGANIZATICN,.

A domestic society organized on or after the effective date

of this Act shall be formed as follows:

l. Seven or more citizens of the United States, a majority
of whom are citizens of this state, who desire to form a
fraternal benefit society, may sign and file with the
secretary of state and commissioner of insurance an original
or copy of a document containing, at minimum, the following:

a. The proposed ceorporate name of the society, which shall
nct so closely resemble the name of any other society or
insurance company as tc be misleading or confusing.

b. The purposes fcr which the society is being formed and
the mcde in which i1ts corporate powers are to be exercised.
The purposes shall not include more liberal powers than are
granted by this chapter.

¢. The names and residences of the incorporators.

d. The names, residences, and official titles of all the
officers, trustees, directors, or other persons who are to
nave and exercise the general control of the management of the
affairs and funds of the society for the first year or unt:il
the ensuing election at which ocfficers shall be ?lected by the
supreme governing body, or board of directors, which election

T
shall be held not later than one year from the date of
issuance of the permanent certificate of authority.

2. The articles of incorpcration, duly certified copies of
the soclety's regulations and laws, copies of all proposed
forms of certificates, applications, and c¢irculars to pe
issued by the society, and a bond conditioned upon the return
to applicants of the advance premiums if the organization 1is
not completed within one year snall be filed with the
commissioner of insurance, who may require further information
as the commissiconer deems necessary. The bond with sureties
approved by the commissionez shall be in an amount, not less
than three hundred thousand dollars nor more than one million

five hundred thousand doilars, as reguired by the
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commissioner. All documents filed are to be in the English ."
language. If the purposes of the scciety conform to the

requirements of this chapter and all provisions of the law

have been complied with, the commissioner shall so certify,

retain and file the articles of incorperation, and furnish the
incorporators a preliminary certificate of authority

authorizing the society to solicit members as provided in this

chapter.

3. A prelimirary certificate of authority granted under
this section 1s not valid after one year from its date or
after a further period, not exceeding one year, as may be
authorized by the commissioner upon cause shown, unless the
five hundred applicants required in this secticn have been
secured and the organization has been completed as provided in
this chapter. The articles of incorporation and all cther
proceedings become void in one year from the date of the
preliminary certificate of authority, or at the expiration of .
the extended pericd, unless the socliety has completed its
organization and received a certificate of authority to do
business as provided in this chapter.

4. Upon receipt of a preliminary certificate of authority
from the commissicner, the society may solicit members for the
purpose of completing its organization, shall collect from
each applicant the amount of not less than one reguiar monthly
premium in accordance with its table of rates, and shall issue
te each applicant a receipt for the amount so collected. A
society shall not incur a liability other thar for the return
of advance premiums, shall not issue a certificate, nor pay,
allow, offer, ¢r promise to pay or allow, a benefit to any
person until all of the following conditions are satisfied:

a. Actual bona £fide applications for benefits have been
secured on not less tnan five hundred applicants, and any

necessary evidence of insurability has been furnished to and
approved by the society. .
b. At least ten subordinate lodges have been established
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into which the five hundred applicants have been admitted.

c. A list of the applicants has been submitted to the
commissioner, under oath of the president or secretary, or
corresponding officer of the society, giving the applicants'
names and addresses, the date each applicant was admitted, the
name and number of the subordinate lodge of which each
applicant is a member, the zmount of benefitfs to be granted,
and the premiums for the benefits.

d. It has been shown to the commissioner, by sworn
statement of the treasurer, cr corresponding officer of the
society, that at least one thousand applicants have each paid
in cash at least one regular monthly premium, which premiums
in the aggregate shall amount to at least three huncred
thousand dollars. Advance premiums shall be held in trust
during the period of organization and if the scociety has not
qualified for a certificate of authority within the time
permitted by this section, each premium shall be returned tc
the respective applicant.

5. The commissioner may make an examination and require
further information as the commissioner deems advisable. Upcn
presentation of satisfactory evidence that the society has
complied with all applicable provisions of law, the
commissioner shall issue to the society a certificate of
authority and the society 1s then authorized to transact
business pursuant to this chapter. A certificate of authority
is prima facie evidence of the existence of the society at the
date of the certificate. The commissioner shall cause a
record of each certificate of authority to be made. A
certified copy of the record shall be accepted in evidence
with like effect as the original certificate of authority.

6. An incorporated society authorized to transact business
in this state on the effective date of this Act 1s not

required to reincorporate. A certified copy of the current

articles of incorporation of an existing society shall be
TR TR

filed with the commissioner and the commissicner may request

_10_
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additional records as the commissioner deems necessary before
lssuing a certificate of authority to an existing Soclety.
Sec. 12. NEW SECTION. 5128.12 AMENDMENTS TO LAWS.

1. & domestic soclety may amend 1ts laws 1in accordance

with the provisions of its laws by action of its supreme
governing body at any regular or special meeting or, if its
laws so provide, by referendum. A referendum may be held in
accordance with the provisions of the society's ilaws by the
vote of the voting members of the society, by the vote of
delegates or representatives of voting members, or by the vote
of local lodges. A society may provide for voting by mail.

An amendment submitted for adoption by referendum shail not be
adopted unless, within six months from the date of submission
of the referendum, a majority of the members voting have
signified their consent to the amendment by one of the methods
specified in this subsection.

2. An amendment to the laws of a domestic society shall
not take effect unless approved by the commissioner. The
commissioner shall approve an amendment 1f the commissioner
finds that it has been duly adopted and is not inconsistent
with the laws of this state or with the character, objects,
and purposes cf the society. An amendment shall be considered
approved, unless the commissiconer disapproves the amendment in
writing, within thirty days after the filing of the amendmenc.
The disapprcval of the commissioner shall be in writing and
mailed to the secretary or corresponding officer of the
society at its principal office. If the commissioner
disapproves an amerdment, the reasons for disapproval shall be
stated in the written notice.

3. Within ninety days from the approval of an amendment by
the commissioner, the amendment, or a synopsis of it, shall pe
furnished to all members of the society either by mail or by
publication in full in the official publication of the
society. The affidavit of an officer of the society or of

anyone authorized by the society te mail an amendment or
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synopsis of an amendment, stating facts which demonstrate
compliance with this supsection, 1s prima facie evidence that
the amendment or synopsis has been furnished to the
addressees.

4. A foreign or allien society authorized to do business in
this state shall file with the commissioner a duly certified
copy of all amendments of its ilaws within ninet¥ days after
their enactment.

5. Printed copies of the laws as amended, certified by the

Lo R e R o o R I -, T ¥ D -y Y R O T
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secretary, or corresponding officer of the society, are prima

facle evidence of the legal adoption of the laws and
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amendments.
Sec. 13. NEW SECTION. 512B.13 INSTITUTIONS.

A soclety may create, maintain, and operate, or may

[

[

establish organizaticons to operate, not-for-profit
16 institutions toc further the purposes permitted by secticn
6’ i7 512B.5, subsection 1, paragraph "b". The institutions may
' 18 furnish services free or at a reasonable charge. Any real or
1S personal property owned, held, or leased by the society for
20 this purpose shall be reported in every annual statement. A
21 not-for-profit institution so established 1s a craritable
22 institution with all the rights, benefits, and privileges
23 given to charitable institutions under the constitution and
24 laws of tnis state. The commissioner may adopt appropriate
25 rules and reporting requirements.
26 Sec. 14. NEW SECTION. 512B.14 REINSURANCE.

27 l. A domestic society may, by a relnsurance agreement,
28 cede any individual risk or risks in whole or in part to an
29 insurer, cther than another fraternal benefit society, having
30 the power to make such reinsurance agreements and authorized
31 to do business in this state, or 1f not 50 authcrized, one
32 which 1s approved by the commissioner; but a society shall nct
33 reinsure substantially all of its insurance 1n force without

| 34 the written permission of the commissioner. It may take

R 35 credit for the reserves on ceded risks to the extent
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reinsured, but credit shall no- be allowed as an admitted
asset or as a deduction from liability, to a ceding society
for reinsurance made, ceded, renewed, or otherwise pecoming
effective after the effective date of this Act, unless the
reinsurance 1s 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. DNotwithstanding 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 $12B.15.

Sec. 15. NEW SECTION. 5128.15%5 CONSOLIDATIONS AND
MERGERS.

1. A domestic society may consolidate or merge with a

domestic scciety, foreign societz, or society chartered under

the laws of Canada or a Canadian province or territory, bz
AR

complying witn this section. The society shall file with the
T

commissioner ail of the following:

a. A certified copy of the written contraci 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 cf the society on a date fixed by the commissioner.

c. A certificate of each officer submitting a sworn
statement pursuant to paragraph "b", duly verified, that the
consolidation or merger contract has been approved by a two-
thirds vote of the supreme governing body of each society, the
vote having been conducted at a regular or special meeting of
each such body, or, if the socliety's laws so permit, by mail.

d. Evidence that at least sixty days prior to the action
of the supreme governing body of each society to approve thne
consolidation or merger contract, the text of the contract has
been furnished to all members of each society either by mail

or by publication in £full in the official publication of each

_13—
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society.

2. If the commissioner finds that the contract 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 to that
effect. Upon the commissicner's approval, the contiract shall
be in full force and effect unless a society which is a party
to the contract is incorporated under the laws of another
state, Canada, or Canadian province or territory. In that
event the cdﬁsolidatibn or merger shall not beccme effective
unless and until it has been approved as provided by the laws
of the other state and a certificate of approval has been
filed with the commissioner of this state or, 1f the laws of
the other state contaln no equivalent vrovision for issuing a
certificate of consolidation or merger, then the consolidation
or merger shall not becone effective unless and until it has
been approved by the commissioner of the other state and a
certificate conforming with the laws cf this state has been
filed with the commissioner. If the contract is not approved
it shall be incperative, and the fact of submission and its
contents shall not be disclosed by the ccmmissioner.

3. Upon the consolidation or merger becoming effective,
all the rights, franchises, and interes%s of the consolidated
or merged societies in and to every kind of property, real,
persoral, or mixed, belonging to the societies shall be vested
in the successor society without any other instrument, except
that conveyances of real property may be evidenced by proper
deeds. The title to real property Or an interest in real
property, vested under the laws of this state in any of the
socleties consolidated or merged, shall not revert or be in
any way impaired by reason of the congolidation or merger, but
shall vest absolutely in the successor soclety.

4. The affidavit of an officer of the society or of a

person authorized by the society to mail a notice or document,
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stating that the notice or document has been duly addressed .
and mailed, 1s prima faclie evidence that the nctice or ‘
document has been furnished the addressees.

Sec. 16. NEW SECTION. 512B.154 CONVERSION OF FRATERNAL
BENEFIT SOCIETY INTO A MUTUAL LIFE INSURANCE COMPANY.

A domestic fraternal benefit society may be converted and

licensed as a mutual life insurance company by compliance with
all the requirements of the general insurance laws for mutual
life insurance companies. A plan of conversion shail be
prepared in writing by the board of directors setting forth in
full the terms and conditions of conversion. The 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 of conversion. A conversion shall not
take effect unless and until approved by the commissioner.
The commissioner may give approval for the ccnversion 1f the
commlssicrer finds that the proposed change 1s in conformity
with the requirements of law and not prejudicial to the .’
certificate holders of the society.
SUBCHAPTER IV
CONTRACTUAL BENEFITS
Sec. 17. NEW SECTION. S512B.16 BENEFITS.

1. A soclety may provide any or all of the following

contractual benefits in any form:
a. Death benefits.

. Endowment benefits.

Annuity benefits.

Temporary or permanent disability benefits.

(' * TR 0 T o 3

Hospital, medical, or nursing benefits.
f. Monument or tombstone benefits to the memory of
deceased members.
g. Other benefits authorized for life insurers and which
are not inconsistent with this chapter.
2. A society shall specify in its regulaticns those .

persons who may be issued, or covered by, the contractual

_lS_
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benefits in 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.

Sec. 18. NEW SECTION., 5128.17 BENErICIARIES.

1. The owner of a benefit contract may change the

beneficiary or pbeneficiaries in accordance with the laws or
regulations 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 regulations, limit the scope of beneficiary designations
and shall provide that a revocable beneficiary shail not have
or obtain a vested interest in the proceeds of a certificate
until the certificate has beccme due and pavable in conformity
with the benefit contract.

2. A society may make provision for the payment of funeral
benefits to the extent of the portion of a payment under a
certificate which reasonably appears to be due to a person
equitably entitled to the benefit by reason of having incurred
expense occasioned by the burial cof the member. However, the
portion so paid shall not exceed the sum ¢f one thousand
dollars.

3. 1If, at the death of a 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 pursuant to subsection 2,
shall be payable to the estate of the deceased insured the
same as other property not exempt. However, 1if the owner of
the certificate is other than the insured, the proceeds are
payable to the owner.

Sec. 19. NEW SECTION. 512B.18 BENEFITS NOT ATTACHABLE.

Money or other benefit, charity, relief, or aid to be paid,

provided, or rendered by a society, is not liable to
attachment, garnishment, or other process, or to be seized,

taken, appropriated, or applied by any legal or equitable
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process or operation of law to pay a debt or liability of a .
member or beneficiary, or any other perscn who may have a
derivative right, either before or after payment by the
society, except as provided in sections 627.11 and 627.12.
Sec. 20. NEW SECTION. 5128B.135 TEE BENEFIT CONTRACT.
1. A society authcrized to do business in this state shall

issue to each owner of a benefit contract a certificate
specifying the amount of benefits provided pursuant to the
benefit contract. The certificate, together with any riders
or endorsements attached to the certificate, the laws of the
society, the application for membership, the application for
insurance and declaration of insurabilitcy, if any, signed by
the apolicant, and all amendments, constitute the benefit
contract, as of the date of issuance, between the society and
the owner, and the certificate shall so state. A copy of the
application for insurance and declaration of insurability, :if
any, shall be endorsed upon or attached to the certificate. .
Statements on the application are representations and not
warranties. A waiver of this provision is voild.

2. Additions or amendments tfo the laws of a soclety duly
made or enacted subsequent to the issuance of the certificate,
bind the owner and the beneficiaries, and govern and controcl
the benefit contract in all respects the same as though the
additions or amendments had been made before and were 1in force
at the time of the application for insurance, except that an
addition or amendment shall not destrcy or diminish benefits
which the soclety contracted to give the owner as of the date
of issuance.

3. A person upon whose life a benefit contract is issued
before the person attains the age of majority is bound by the
terms of the application and certificate and by all the laws
and regulations of the society to the same extent as though

the person had attained the age of majority at the time of
application. .
4. A soclety shall provide in its laws that 1f its

_1‘7_
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reserves as to alli or any class of certificates become
impaired, its supreme governing body or board of directors may
require that there be paid by the owners to the scciety the
amount of the owners' equitable proportion of the deficiency
as ascertained by its governing bedy or board, and that if the
payment is not made eilther of the following will apply:

a. The required payment or assessment shall stand as an
indebtedness against the certificate and draw interest not to
exceed the rate specified for certificate loans under the
certifilcates.

b. In lieu of or in combination with paragraph “a"”, the
owner may accept a proportionate reduction in benefits under
the certificate.

The society may specify the manner of the electicn and
which alternative is to be presumed if no election is made.

5. Copies of any of the documents mentioned in this
section, certified by the secretary or corresponding officer
of the society, shall be received in evidence of the terms and
conditions of the dcocuments.

6. A certificate shall rot be delivered or issued for
delivery in this state unless a copy of the form has been
filed with the commissioner in the manner provided for like
pciicies issued by life insurers in this state. A life,
accident, health, or disability insurance certificate and an
annuity certificate issued on or after one year from the
effective date of this Act shall meet the standard contract
provision requirements not inconsistent with this chapter for
like policies issued by life insurers in this state, except
that a society may provide for a grace period for payment of
premiums of one full month in its certificates. The
certificate shall also contain a provision stating the amount
of premiums which are payable under the certificate ard a
provisicn recilting or setting forth the substance of any
sections of the society's laws or regulations in force at the

time of issuance of the certificate which, if violated, will
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result in the termination or reduction of benefits payabile
under the certificate. If the laws of the scciety provide for
expulsion or suspension of a member, the certificate shall
also contain a provision that any member expeiled or
suspended, except for nonpayment of a premium or within the
contestable pericd for material misrepresentation 1in the
application for membership or insurance, may maintain the
certificate in force by continuing payment of the required
premium,

7. A benefit contract issued on the life of a person 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 reguire approval
of an application for membership in order to effect this
transfer, and may provide in all other respects for the
regulation, government, and control of such certificates and
the rights, obligations, and liabilities incident to, or
connected with, the benefit contract. Ownersnip rights prior
to a transfer shall be specified in the certificate.

8. A society may specify the terms and conditicns on whica
benefit contracts may be assigned.

Sec. 21. NEW SECTION. 512B.20 NONFORFEITURE BENEFITS,
CASH SURRENDER VALUES, CERTIFICATE LOANS, AND OTHER OPTIONS,

1. For certificates issued before the effective date of

this Act, the value of every paid-up nonforfeiture benefit and
the amount of ary cash surrendered value, loan, or other
option granted shall comply with chapter 512, Ccde 1989S.

2. For certificates issued on or after the effective date
of this Act for which reserves are computed on 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 shail not be less tnan
the corresponding amount ascertaired in accordance with the

laws of this state applicable to life insurers issuing

_19_
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SUBCHAPTER V
FINANCIAL REQUIREMENTS
Sec. 22. NEW SECTION. 5128.,21 INVESTMENTS.

A scciety shall invest its funds only as authorized by the

laws of this state for the investment of asse:zs of life
insurers and subject to the same limitations. A foreign or
alien society permitted or seeking to do business in this
state which invests 1ts funds in accordance with the laws of
the state or nation in which it is incorporated, shall be held
to meet the requirements of this section for the investment of
funds. A society organized under the laws of this state shall
deposit securities as required of life insurance companies
pursuant to section 511.8, subsecticn 16.

Sec. 23, NEW SECTION, 512B.22 FUNDS.

1. All assets shall be held, invested, and disbursed for

the use and benefit of the society and a member or benrneficiary
snall not have or acquire individual rights in the society’'s
assets or become entitled to an apportiorment cn the surrender
of any part of the society's assets, except as provided in the
benefit contract.

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

3. A society may, pursuant to resolution of 1ts supreme
governing bedy, estabiish and operate one or more separate
accounts and issue contracts on a variable basis, subiect o
the law regulating life ilnsurers establisning equivalent
accounts and issuing eguivalent contracts. To the extent the
society deems it necessary in order to comply with any
applicable federal or state laws, regulations, or rules, the
soclety may adopt special procedures for the conduct of the
opusiness and affairs of a separate account; may, for persons
naving beneficial interests in the account, provide special

voting and other rights, including without limitation, special

_20_
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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; and may i1ssue contracts
on a variable basis to which section 5128.19, subsections 2
and 4 shall not apply.

SUBCHAPTER VI

REGULATION

Sec. 24, NEW SECTION. 512B.23 VALUATION,

i. Standards of wvaluation for certificates issued before

the effective date of this Act are those provided by chapter
512, Code 1989.

2. The minimum standards cf valuation fcr certificates
issued on or after the effective date of this Act shall be
based on the following tables:

a. For certificates of life insurance, the commiss:ioner's
1980 standard ordinary mortality table or any more recent .
table made applicable to life insurers.

o. For annulty and pure endowment certificates, for total
and permanent disability benefits, for accidental death
benefits and for noncancellable accident and health benefits,
the tables authorized for use by life insurers in this state.

Paragrapnhs "a" and "b" are under valuation methods and
standards, including interest assumptions, 1n accordance with
the laws of this state applicable to 1life insurers issuing
policies containing like benefits,

3. The commissicner may, in the commissioner's discretion,
accept another standard for valuation if the ccmmissioner
finds that the reserves produced by the other standard will
not be less in the aggregate than reserves cocmputed in
accordance with the minimum valuation standards prescribed by
subsection 2, The commissioner may, in the commissioner's
discretion, vary the standards of mortality applicable to all
benefit contracts on substandard lives or other extra .

hazardous lives by any society authorized to do business in

-21-
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this state.

4. A socliety, with the consent of the commissioner of
insurance of the state of domicile of the society and under
conditions which the commissioner may impose, may establish
and maintain reserves on its certificates in excess of the
reserves otherwise required, but the contractual rights of a
benefit member shall not be affected by the excess reserves,.

Sec. 25. NEW SECTION. 512B.24 REPORTS.

Reports shall be filed in accordance with this secticn.

1. A society transacting business in this state, on or
before March 1 annually, unless for cause shown the time aas
been extended by the commissioner, shall file with the
comnissioner a true statement of its financial condition,
transactions, and affairs for the preceding calencar year and
shall pay a fee of twenty-five dollars. The statement shall
be in general form and content as approved by the national
association of insurance commissioners for fraternal benefit
socleties and shall be supplemented by adéitional information
as adopted by rule of the commissioner.

2. As part of the annual statement, a society shall, on or
before March 1, f£ile with the commissioner of insurance a
valuation of its cerzificates in force on the last preceding
December 31. However, the commissioner may, for cause shown,
extend the time for filing the valuation for not more than two
calendar months. The valuation shall be done in accordance
with the standards specified in section 51238.23, The
valuation and underlying data shall be certified by a
gqualified actuary or, at the expense of the society, verified
by the actuary of the department of insurance cof the state of
domicile of the society.

3. A society failing to file the annual statement in the
form and within the time provided by this section shall
forfeit one hundred dollars for each day during which the
default continues, and, upon notice by the commissioner to

that effect, the socliety's authority to do business in this

-22-
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state shall cease while the default continues. .
Sec. 26. NEW SECTION. 5128.25 ANNUAL LICENSE.

A society which i1s authorized to transact business in this

state on the effective date of this Act, and a soclety
licensed on or after the effective date of this Act, may
continue in business until April 30, 1991. The authority of
the society may thereafter be renewed annually. A license
terminates on the succeeding April 30. However, a license
issued shall continue in full force and effect until a new
license is issued or specifically refused. For each license
or renewal the society shall pay the commissioner a fee of
twenty-five dollars. A duly certified ceopy or duplicate of
the license is prima facie evidence that the licensee 1s a
fraternal benefit society within the meaning of this chapter.
Sec. 27. NEW SECTION. 5128.26 EXAMINATION OF SOCIETIES -
~-NO ADVERSE PUBLICATIONS.
1. The commissioner, or the commissioner's designee, may .
examine a domestic, foreign, or alien soclety transacting or ’

applying for admission to transact business in this state in
the same manner as authorized for examination cf a domestic,
foreign, or alien insurer. Requirements of nctice and an
opportunity to respond before findings are made public as
provided 1in the laws regulating insurers are also applicable
to the examination of a society.

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

Sec. 28, NEW SECTION. 512B.27 FOREIGN OR ALIEN SOCIETY -
-ADMISSION.

A foreign or alien society shall not transact business in

this state without a license issued by the commissioner. A
society desiring admissicn to this state shail substantially
comply with the requirements and limitations of this chapter ‘

applicable to domestic societies. A society may be licensed

_23_
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tc transact business in this state upon f£iling with the
commissioner all of the following:

1. A duly certified copy of its articles of incorporation.

2. A copy of its bylaws, certified by its secretary or a
corresponding officer.

3. A power of attorney to the commissioner of insurance as
prescribed in section 512B.33.

4. A statement of its business under oath of its president
and secretary or corresponding officers in a form prescribed
by the commissioner, duly verified by an examination made by
the supervising insurance official of its state of domicile,
satisfactory to the commissicner,

5. Certification from the proper official of its state of
domicile that the society is legally incorporated and licensed
to transact business in that state.

6. Ccpies of its certificate forms.

7. Other information the commissioner requires.

8. A showing that its assets are invested in accordance
with this chapter.

Sec. 29. NEW SECTION. 512B.28 INJUNCTION -~ LIQUIDATION
-~ RECEIVERSHIP OF DOMESTIC SOCIETY.

1. When the ccmmissioner upon investigation £inds that a

domestic society has exceeded its powers; failed to comply
with a provision of this chapter:; failed to fulfill a contract
in good faith; failed to maintain a membership of not less
than four hundred after an existence of one year or more; or
conducted business frauvdulently cor in a manner hazardous to
its members, creditors, the public, or the business, &thne
commissioner shall notify the society of the deficiency or
deficiencies and state in writing the reasons for the
commissioner’'s dissatisfacticn. The commissioner shall at
once 1ssue a written notice to the society requiring that the
deficiency or deficiencies which exist be corrected. After
the notice of deficiency the society has a thirty-day period

in which to comply with the commissioner's request for

_24_
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correction, and if the society fails to comply the
commissioner shall notify the scciety of a finding of
noncompiiance and require the socilety to show cause on or
before a date named why it shculd not be enjoined from
carrying on any business until the violation complained of has
been corrected, or why an action seeking other legal or
equitable relief should not be commenced against the society.

2. If by the date named to show cause the society doces not
present good and sufficient reascns wny 1t should not be so
enjoined or why an action should not be commenced, the
commissioner may present the facts relating to the soclety to
the attorney general who shall commence an action to enjoin
the society from transacting business or other action
requested by the commissioner.

3. The court in which an acticn is commenced pursuant to
subsection 2 shall notify the officers of the society of a
nearing. 1If after a full hearing it appears that the society
should be enicined or liguidated or a receiver appointed, or
other legal or equitable relief awarded, the court shall enter
the necessary order. A soclety so enjoined does not have the
authority to do business unless and until all of tne following
conditions are satisfied:

a. The commissioner finds that the violation complained cf
has been corrected,

b. The costs of the action, including reascnaple attorney
fees for the state's attorneys and expenses related to the
case in which the injunction was entered, have been paid by
the society if the court finds that the society was in default
as allieged.

€. The court has dissolved its injunction.

d. The commissioner has reinstated the certificate of
authority of the society.

4. 1If the court orders the society liquidated, it shall be
enjoined from carrying on any further business, and the

receiver of the society shall proceed at once to take
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possession of the books, papers, money, and othner assets of
the society and, under the direction of the court, proceed to
close the affairs of the socliety and to distribute its funds
to those entitled to them.

5. If a receiver is to be appointed for a domestic
soclety, the court shall appoint the commissioner of insurance
as the receiver.

6. The provisions of this section relating to hearing by
the commissioner, action by the at:orney general at the
request of the commissioner, hearing by the court, iajunction,
and receivership are applicable to a society which voluntarlly
determines to discontinue business.

Sec. 30. NEW SECTION. 512B.29 SUSPENSION, REVOCATION, OR
REFUSAL OF LICENSE OF FOREIGN OR ALIEN SOCIETY.

1. When the commissicner upon investigation finds that a

foreign or alien society transacting or applying to transact
business in this state has exceeded 1ts powers; failed to
comply with a provision of this chapter; failed to fulfill a
contract in good faith; or conducced its business fraudulently
or in a manner hazardous to its members or creditors or the
public, the commissicner shall nctify the society of the
deficiency or deficiencies and state in writing the alleged
facts or circumstances ccnstituting a deficiency. The
commissioner shall at once issue a written notice to the
society requiring that the deficiency or deficiencies which
exist be corrected on or before thirty days from entry of the
notice of deficiency. After notice the society has a thirty-
day pericd in which to comply with the commissioner's request
for correction, and if the society fails to comply the
commissioner shall notify the society of a finding of
noncompliance and require the society to show cause on or
before a date named why its license should not be suspended,
revoked, or refused. If, on or before the date named, the
society does not present good and sufficient reason why its

license to do business in this state should not be suspended,
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revoked, or refused, the commissioner may suspend or refuse
the license of the society to do business in this state until
evidence satisfactory to the ccmmissioner is furnished to the
commissioner that the suspension or refusal should be
withdrawn or the commissioner may revoke the license of the
society to do business in this state.

2. A society whose license to do business in this state :is
suspended, revoked, or refused pursuant to subsection 1 shall
continue in good faith all contracts made in this state during
the time the society was legally authorized to transact
business in this state. Lack of authority to transact
business within the state is not a defense to an action by a
person against the scciety to enforce a contract entered into
by the society without compliance with this c¢hapter, or prior
applicable law.

Sec. 3lL. NEW SECTION. 512B.30 STANDING.

A petition or complaint for injunction against a domestic,
foreign, or alien society, or lodge shall not be recognized in
a court of this state unless made by the attorney general upon
request of the commissioner.

Sec. 32, NEW SECTICN. 512B.31 LICENSING Or AGENTS.

1. Agents of societies shall be licensed in acccordance

wlth chapter 522 regulating the licensing, revocation,
suspension, or termination of license of resident and
nonresident agents, but persons who were agents of a society
on or before July 1, 1970, are not required to take an
examination.

2. An examination or license shall not be reguired of a
regular salaried officer, emplcyes, or member of a licensed
society who devotes substantialiy all of the perscn's services
to activities cther than the solicitation of fraternal
insurance contracts from the public, and who does not receive
for the sclicitation of such contracts a commission or other
compensatlon directly dependent upon the amount of business

obtained.
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Sec. 33. NEW SECTION. 512B.32 UNFAIR METHODS OF
COMPETITION AND UNPFAIR AND DECEPTIVE ACTS AND PRACTICES.

A scciety is subject tc chapter 5073 relating to unfair

insurance trade practices. However, chapter 507B does not
apply to or affect the right of a society to determine its
eligibility requirements for membership, and doces not apply to
or affect the offering of benefits exclusively to members or
persons eligible for membership in the society by a subsidiary
corporation or affiliated organization of a soclety.
SUBCHAPTER VII
MISCELLANEOQUS
Sec. 34. NEW SECTION. 512B.33 SERVICE OF PROCESS.
1. & foreign or alien society authorized to do business in

this state shall appoint in writing the commissioner to be 1ts
true and lawful attorney upon whom all lawful process in any
action or proceeding against it shall be served, and shall
agree in the written consent to process that any lawful
process against it which is served on the commissioner shall
be of the same legal force ‘and validity as if served upcn the
socliety, and that the authority shall continue in force so
long as any liability remains outstanding in this state.
Copies of the appointment, certified by the commissioner,
shall be deemed sufficient evidence of the appointment and
shall be admitted in evidence with the same force and effect
as the original may be admit:ed.

2. Service of process shall only be made upon the
commissioner, or if absent, upon the person in charge of thne
commissioner's office. Service shall be made in duplicate and
shall constitute sufficient service upon the society. When
legal process against a society 1s served upon the
commissioner, the commissioner snail forthwith forward one of
the duplicate copies by registered mail, prepaid, directed to
the secretary or corresponding officer of the society.
Service shall not requlre a society to fiie its answer,

pleading, or defense in less than thirty days from the date of
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mailing the copy of the service to a society. Legal process .
shall not be served upon a society except in the manner
provided in this section.

Sec., 35. NEW SECTION. S512B.34 REVIEW.

All decisions and findings of the commissioner made under

this chapter are subject to review pursuant to chapter 17A,
Sec. 36. NEW SECTION. S12B.35 PENALTIES.
1. A person who knowingly makes a false or fraudulent

statement or representation in or relating to an application
for membership or for the purpose of cbtaining money from or a
benefit in a society, is guilty of a fraudulent practice.
2. A person who willfully makes a false or fraudulent
statement in a verified report or declaraticn under ocath
required or authorized by this chapter, or of a material fact
or thing contained in a sworn statement concerning the death
or disability of an insureéd for the purpose of procuring
payment of a benefit named in the certificate, is gquilty of .
perjury. ;
3. A person who solicits membership for, or 1n any manner
assists in procuring membership in, a society not licensed to
do business in this state, is guilty of a sericous misdemeanor.
4, A person guilty of a willful violation of, or neglect
or refusal to comply with, a provision of this chapter for
which a penalty is not otherwise prescribed, is guiity of a
simple misdemeanor.
Sec¢. 37. NEW SECTION. 51283.36 EXEMPTION OF CERTAIN
SOCIETIES.
L. This chapter does not affect or apply to any of the

following:
a. Grand or subordinate lodges ¢f societies, orders, or
associations now doing busiress in this state which provide
benefits exclusively through local or subordinate lodges.
b. Orders, societies, or associations which admit to
membership only persons engaged in one or more crafts or .

hazardous occupations, in the same or similar lines of

_29_.




business, insuring only theitr own members and their families,
and the spouses' societies or spouses' auxiliaries to such
orders, societies, or associat:ions.

c. Domestic societies which limit their membership to
employees cf a particular city or town, designated firm,
business nouse, or corporation which provide for a death
henefit of not more than four hundred dollars or disability
benefits of not more than three hundred fifty dollars to any
person in any one year, or both.

d. Domestic societies or associations of a purely
religious, charitable, or penevolent description, which
provide for a death benefit of not more than four hundred
dollars or for disability benefits of not more than three
hundred fifty dollars to any one person in any one year, Or
both,

2. A society or association described in subsection 1,
paragraph "a" or "d", which provides for death or disability
benefits for which benefit certificates are issued, and any
such society or association included in paragraph "d" which

has more than one thousand members, is not exempt from this

chapter but shall comply with all requirements of this

chapter.

3. A society which is exempt from the requirements of this
chapter, except a society described in subsection 1, paragraph
"b", shall not give or allow, or promise to give cr allow to
any person any compensation for procuring new members.

4. A society which provides for benefits in case of deeth
or disability resulting solely from accident, and which dces
not obligate itself to pay natural death or sick berefits, has
all of the privileges and is subject to all the applicable
provisicns of this chapter and rules adopted by the commission
pursuant to this chapter except that the provisions relating
to medical examination, valuations of benefit certificates,
and incontestability, do not apply to such a sociery,

5. The commissioner may regquire from a society, by

_30_.




(=]

|
RS T R o IRV TR « + RENEN B o S VA H N TS I S I

13

s.r. ZI00 1u.r.

examination or otherwise, information that will enabie the
commissioner to determine whether the society is exempt from
this chapter.

6. A soclety exempt under this section, 15 also exempt
from all other provisions of the general insurance laws of
this state.

Sec. 38. Chapter 512, Code 1989, 1s repealed.

Sec. 39.

This Act is effective January 1, 1991.

Sec. 40.

The Code editor shall make conforming amendments to the
Code as required to correct internal references to chapter 5.2
and designate instead new chapter 512B.

: SENATE FILE 2100

H-5590

Amend Senate File 2100, as amended, passed, and
reprinted by the Senate, as follcows:

1. Page 31, by inserting after line 6, the
following:

"SUBCHAPTER VIII
COMMUNITY REINVESTMENT

Sec. . NEW SECTION. 512B.,37 COMMUNITY
REINVESTMENT.

1. A& soclety shall contribuze to the welfare of
10 each community in which 1%t has subordinate lodges or
11 assemblies as a condition of its exempticn from the
12 two percent premium tax provided for under chapter
13 432,
1 2. As a continuing condition of admission or
15 authorization to do business in this state a domestic,
16 foreign, or alien society subject to this chapter
17 shall annually file a community reinvestment statement
18 in a form and containing such substance as the
19 commissioner requires, demonstrating to the
20 satisfaction of the commissioner that the society has,
21 at minimum, reinvested at least two percent of groess
22 premiums and dues collected from members, subordinate
23 lodges, or subordinate assemblies within this state.
24 3. The commissioner may adopt rules under chapter
25 17A as are necessary and convenient to administer and
26 enforce this subchapter."
27 2. By renumbering as necessary.

By COMMITTEE ON SMALL BUSINESS
AND COMMERCE
DODERER of Johnson, (hairperson

W0~ U L b e

H-5590 , FILED MARCH 12, 1990
Kot Y23 (p 13500
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SENATE FILE 2100

AN ACT
RELATING TOQ FRATERMAL BEMEFIT SOCIETIES, IMPOSING PENALTIES,
AND PROVIDING AN EFFECTIVE DATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

SUBCHAPTER I
STRAUCTURE AWD PURPOSE

Section L. NEW SECTION. 5128.1 SCOPE OF CHAPTER.

Except as otherwlase provided Iin this chapter, societies are
governed by thias chapter and are exempt from all other
Insurance laws of this atate unless expressly included in this
cﬁapter. or unless specifically made applicable by this
chapter.

Sec. 2. HNEW SECTION. 512B8.2 DEFINITIONS,

As used in thls chapter, unless the context otherwise
requires:

1. "Allen soclety" means an association organized under
the laws of another country.

2. “"Senefll contract" means the agteement focr provision of
benefits authorized by section 5128.16, as that agreement lo
described inlnoctlon 5128.19, subsectlon 1.

3. "Peneflt member” neans an adult member who is
designated by the lawa or rules of the society to be a benefit
membet under a benefit contract.

4, “Certificate” means the document issued as written
evld*ncs of the benefit contract.

Ly
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5. "Comnissioner™ means the commisgioner of insurance ot
the commissioner's designee.

6. “Domestic soclety™ means an association organized under
the laws of this atate,

?7. *Foreign soclety” means an associatlon organized under
the lawa of another state or territory of the United States.

8. “Laws" means the society's acticles of lncorporation,
constitution, and bylaws, however designated.

9. ""Lodge" means a subordinate member unit of the asociety,
whether known as a camp, court, council, branch, ot by any
othet designation.

10. "Premlum®™ means a ptenmium, sate, dues, or other
required contributlon by whatever name known, which is payable
under the certificate.

11. “"Regulations" means all reqgulations, or resclutlons
adopted by the supreme governing body or hoard of directors
which are Intended to have general application to the mewxbers
of the soclety.

12, “Society"” means a fraternal benefit ascciety, unless
otherwlse Indlcated.

Sec. J. HEW SECTION. 5128.1 FRATERNAL BENEFIT SCCIETIES
-~ DEFTNED.

An lncorporated soclety, order, or supreme lodge, without
capital atock, including one exempted under sectlion 5128.36,
subsectlion 1, paragraph b, whether lncorporated or not,
conducted sclely for the benefit of its members and thelr
beneficlaries and not for profit, operated on a lodge aystem
with & ritualistic form of work, having a representative form
of government, and which provides benefits in accordance with
this chapter, in a fraternal benefit asociety.

Sec. 4. NEW SECTION. 512B.4 LODGE SYSTEM.

1. A society is operating on the lodge ayatem 1f it has a
supreme governing body and subordinate lodges lnto which
menmbers are elected, initiated, or admitted in accordance with
its laws, regulations, and rituval. Subordinate lodges shall
be tequired by the lawg of the soclety to hold regular

‘meetings at least once in each month in furthecance of the

purtposes of the soclety.

00iLZ 4S
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2. A society may organize and opezate lodges for children
under the minimum age for adult membership. Membership and
initlation in local lodges shall not be tequired of children,
not shall chlldren have a voice ot vote in the management of
the society.

Sec. 5. HEW SECTION. S12B.% REPRESENTATIVE FORM OP
GOVERNMENT .

A society has a ctepresentative form of government if all of
the tollowing apply:

1. It has a supreme governing body constituted in one of
the following ways:

a. Assembly. The supreme governing body is an assembly
composed of delegates viected directly by the members or at
intermediate assenblies or conventions of members or thelr
representatives, togethar with other delegates as prescribed

in the society's laws, A soclety may ptovide for electlon of

delegates by mall, The elected delegates must constlitute a
majocity of the delegates in number and have not less than
two-thirdas of the votes and not less than the number of votes
requited to amend the society’s laws. The assembly must be
elected snd meet at least once evety [our years and must elect
a board of directors to conduct the business of the scclety
between meetings of the aseembly. Vacancies on the board of
directora between elections may be Eilled In the manner
prescribed Uy the aociety’'a laws., The board of directors may
appoint the offlcers of the society if authotized to do so by
the artlcles or bylaws of the society. A board of directore
elected by an assembly shall have such powers authorlized the
board by the articles or bylaws of the soclety, and may or may
not be a supreme governing body as desccibed In paraqraﬁh "o,
depending upon the powers authorized by the articles or
bylaws.

b. Direct electlon. The supieme governing body is a board
of directors composed of perscons elected by the members,
either directly or by their representatives in intermediate
assembliea, and any other parsons prescribed in the soclety's
laws. A gociety may provide for election of the board by

Senate File 2100, p. 4

mail. Each term of a board member must not exceed four years.

Vacancies on the board between elections may be £illed in the
manner prescribed by the society's laws. The elected board
members must constitute a majority of the boacrd members in
nueber and have not less than the numbec of votes required to
amend the society's lawa. A person filling the unexpited term
of an elected board member shall be considered to be an
elected member. The board must meet at least quarterly to
conduct the business of the society.

2. The officers of the society are elected by the supreme
governing body or board of directors.

3, Only benefit members are ellgible for election to the
supreme governing body, board of directors, or any
intermediate assembly.

4., Each voting member has one vote.

5., A voting member la not entitled to cast a vote by
proxy.

Sec., 6. NEW SECTION. S128.6 PURPOSES AND POWERS.

1. A society shall operate for the benefit of members and
theic beneficlarles by fulfilling both of the following
purposes:

a. Providing benefits as apecified in section 5128.16.

b. Opetating For one or mote soclal, intellectual,

educatienal, charjtable, benevolent, moral, fraternal,

patriotic, or religlpus purposes for the benefit of ite
rembaes, which may algp be extended to others.

Fhe pyrpoaes, llgted In this subsection may be carried out
dlnect;y”by,ﬁhe,pQCLiqy.‘Q;'lndlrectly through subaidlary
cotrporations .qr atfiklated organizations.

.22, & soclety may adopt laws and regqulations for the
government of the society, the admission of its members, and
the management of its affairs. A soclety may amend its lawe
and regulations, and has othér powers as necessaty and
incidental to carrying into effect the objects and purposes of
the society.

SUBCHAPTER I
MEMBERSHIP
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Sec. 7. HEW SECTIOM. 5128.7 QUALIFICATIONS FUR
HEMBEHASHIP,

1. 1in its lawa or regulations, a society shall at minlmoum
specify all of the follewing:

a. FEligibilley standards for each membetrship class. 1t
benefits are provided on the lives ot children, the minimum
age for adult membarship shall be set at not less than age
fifteen and not greater than age twenly-cne.

b, The process for admission to membership for each
membecship clasas.

c. The rights and privileges of each membership class.
Only bencfit members shall have the tight to vote on the
management of the insurance affairy of the acclety.

2. A society may also admit social members. A social
member shall have no voive or vote in the management ot the
insurance affalrs of the society.

3. Membership clghts in a society are personal to the

member and ar; not assignable.
Sec. 8, NEW SECTION. 5128.8 LOCATION OF OFFICE,
WEETINGS, COMNUNICATIONS TO MEMBERS, GRIEVANCE PROCEDURES .
1. The principal office of a domestic society shall be

located in thls state. The meetings of its supreme governlng
body may be held anywhere the moclety has at least one
subordinate lodge, or in anothec location an deternmined by the
supreme governlng body, and all business ttansacted at a
meeting held out of state shall be as valid in all respecta as
If the meeting were held in thls astate. The minutes of the
proceedings of the gsupreme governing body and of Lhe board of
dlrefctors shall be In the English language.

2. a. A society may provide in its laws for an offlcial
publication in which any notice, report, o¢ atatement required
by law to be given to members, including notice of election,
may be publlished. Such required reports, notices, and
atatements shall be printed conspicuously in the publication.
1€ the records of a society show that two of more membevs have
the same malllng address, an offlcial publication mailed to
one member ip deemed to be mailed to all members at the same

addreda unlessg A member cequUests a separats Copy.
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b. Mot later than June 1 of each year, a synocpsels of the
aoriety's annual statement providing an explanation of the
facts concerning the condition of the society disclosed in the
annual statement shall be printed and mailed to each beneflt
member of the society or, in lieu of mailing, the synopals may
be published in the soclety's official publication.

3. A society may provide in lte laws or regulations for
grievancg ar. gppplajot, procedures tor membecs.

.§ec..9. NES SECTIPN. 5128.9 PERSONAL LIABILITY.

ol L ADG pt;ﬂgq&g‘ggp,mempeggtpﬁ the supreme govaerning body
or apy swbordinate body of a goclety are not peraohally ilable
for .any benefita proyided by » soclety.

. 1... 4 pecson may be lndemnified and teimbursed by a soclety
for.eapenses reascnably tneurred by, and liabilitles imposed
upon, the person in connect lon with or arising out of a
proceeding, whether civil, criminal, administrative, or
investigative, or a threat of action in which the peracn ls or
may be involved by reason of the person being a dlrector,
officer, employee, or agent of the socciety or ot any other
legal entity or position which the person gerved in any
capacity at the request of the society. However, a peraon
shall not be 8o indemnléled or reimburded for eithec of the
following:

a. 1In relation to any matter to which the person is
tinally adjudged to be or have been quilty of breach of a duty
as a dlrector, officer, employee, or agent of the society.

b. In relation to any matter which has been made the
subject of a compromlse settlement. However, if the person
acted in good faith for a purpose the person reasonably
believed to be Lln or not opposed to the best interests ot the
society and, in addition, in a criminal proceeding, had no
reasonable cause to belleve that the conduct was unlawful,
paragraphs “a" and "b" do not apply.

The determinaticn whethet the conduct of the peraon met the
standard reguired in order to justify indemnification and
reimbursement in relation to any matter described in pacagraph
“a" gr "b* may only be made by the supreme governing body by a
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majocity vote of a quorum consisting of peesona who were not
pactties to the proceeding ot by a court of competent
jurisdiction. The tecmination of a proceeding by judgment,
order, settlement, conviction, ot upon a plea of no cantest,
49 Lo a person, does not In itself create a conclusive
presumption that the person met or did not meet the standacd
of conduct required in order to justify indemnification and
ceimbursement. The right of |lndemnification and ceimbur: :ment
i3 not excluslve of other rights to which a person may be
entitled as a matter of law and shall inuce to the benefit of
the person’s heirs, executors, and admimistrators.

3. A soclety may purchase and maintain insurance on behalf

of any parson who ia 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 othec legal entity affiliated with the society againat any
llability assecrted againsat the person and incurred by the
person in any such capacity or arising out of the person's
atatus inm relation to the soclety, whether or not the soclety
would have the power to indemnify the person against auch
llability undar this sectlon.

4. A volunteer serving without compensation, a director,
ofticer, employee, or member of a gocievy, is not liable, and
no cause of action may be brought, fur damages resultlng from
the exerclae of judgment or disccetion in connection with the
dutjes or responaibilities of that person for the society
unl#as the act or omission alleged to be an exercise of
judgment or dlecretion involved willful or wanton misconduct,

Sec. 10, $128.10 WAIVER.

The lawg of Lhe socliety may provide that a subordinate
body, or any of its subordinate officers oc members, do not
have the power or authority to waive any of the provislons of
the laws of the society. A walver prohlbition provision \s
binding on the society and every member and beneficiary of a
meqber,

SUBCHAPTER [11
GOVERNANCE
Sec. Ll. NEW SECTION. 5128.1tL ORGAN[ZATION.

Senate File 2100, p. 8

A domest ic society organized on or after the effective dare
of this Act shall be formed as follows:

L. Seven or more citizens of the United States, a majority
of whom are citizens of this state., who desire to form a
fraternal benefit society, may sign and file with the
secretary of state and commissioner of insurance an orlginai
or copy of a document containing, at minimum, the following:

a., The proposed corporate name of the society, which shall
not 3o closely resemble the name of any other soclety orc
ngucdance company as to be mialeading or confusing,

b. The purposes for which the society i3 belag formed and
the mode in which its corporate powers are to be exerclsed.
The purpoaes shall not include more liberal powers than are
granted by this chapter.

c. The names and residences of the incorporatotrs.

d. The names, residences, and oflficial titles of all the
officers, trustees, dlirectors, or other persong who are to
have and exercise the genceal control of the management of the
affaira and funds of the society for the firat year or until
the ensuing election at which officers shall be elected by the
suprems gaverning body, or board of directors, which election
shall be held not latec than one year from the date of
iasuznce of the permanent certificate of authority,

2, The articles of incorpuratlion, duly certified coplea of
the society's regulations and laws, copies of all proposed
focng .of certificaten, appllicatlons, and circulazs to be

‘1ssucd. by the goclety, and a bond conditioned upon the return

ta applicants of the advance premiums if the organization ig
not completed:.withln.one ycar ahall be filed with the
commlssioner of Inpurance, who may require further Informatlon
as the commissioner deems anecessary. The bond with sucreties
approved by the comulsaloner shall be in an amount, not less
than three hundred thousand dollars nor more than one million
five bundred thousand dollars, as required by the
commissioner. A&ll documents filed are to be in the English
languaqge. 1f the purposes of the society conform to the
requirements of this chaptec and all provisions of the law
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have been complied with, the commissioner shall wo cectlfy,
retain and file the articles of incovpuration, amd furniab the
tacorporators a preliminary certiticate of authority
authorizing the society to solicit members és provided In this
chapter. !

3. A preliminary cectificate of authority granted under
this sectlon 48 not valid after one year from its date orv
after a further peried, not exceeding one year, as may be
authorized by the comnissioner upon cause shown, unless the
tive hundred applicants required in this section have been
secured and the organization has been completed as provided ln
this chapter. The articles of incorporation and all other
proceedings become vold in one year from the date of the
prelimlnary certificate of auwthority, or at the expiration of
the extended pericd, unless the soclety has completed its
organization and received a certificate of authority to do
business as provided In thila chapter.

4. Upon recelpt of a preliminary certificate of authority
from the comuiasaloner, the society may solicit members f[or the
pucpose of completing ite organlzation, shall collect [rom
each applicant the amount of not less than one regular monthly
premium in accordance with lts table of rates, and shall lssue
to each applicant a receipt for the amount so collected. A
society shall aot Incur a llablllity other than for the return
of advance premjums, eshall not lIssue a certificate, nor pay,
allow, offec, or promise to pay or allow, a benefil to any
person until all of the following conditions are satistled:

a. Actual bona fide applications for benefits have been
secured on not leas than five hundred applicants, and any
necessary evidence of insurabillty has been furnisned to and
approved by the soclety.

b. At least ten subordinate lodges have been establlshed
inte which the five hundred applicants have been adoitted.

c. A llat of the applicants has been submitted to the
commissioner, under cath of the president or secretary, or
correspondlng officer of the society, giving the applicants’
names and addcresses, Lhe date each applicant was admitted, the
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name and number of the subordinate lodge of which each

applicant is a member, the amount of benefits to be granted,
and the premiums for the benefits,

d. 1t has been shown to Lhe commissioner, by sworn
atatement of the treasurer, or corresponding otficer of the
society, that at least one thousand applicants have each paid
in cash at least one regular monthly premium, which premiums
in the aggregate shall amount toc at least three hundred
thnuaandhdoj]aru,,ugdvgnce premiums shall be held In trust
duriag.the,perlod pf,ocganization and If the soclety has not
qualitied foc.a.certlficate of authority within the time
pefmltted by this section, each premium shall be ceturned, to
the respective applicank.

§. The commissicner may make an examination and require
Furthet information as the commissioner deewns advisable. Upon
presentation of satisfactory evidence Lhat the soclety has
complied with all applicable provisions of law, the
conmissloner shall issue to the soclety a certiflcate of
authority and the society is then authorized to transact
businesa pursuant. to this chapter. A certificate of authority
tas prima facie evidence of the existence of the soclety at the
date of the certificate. The commissloner shall cauvee a
record of each cectificate of authority te be made. A
certifted copy of the record shall be accepted in evldence
with like effect as the original cectificate of authority.

6. An incorporated society authorized to transact business
in thie state on the effective date of this Act {s not
required to reincorporate. A certified copy of the curcrent
articles of incorporation of an existing society shall be
Elled with the commissioner and the commisgioner may request
additlonal records as the commissicner deems necessacy before
issuing a certiflicate of authority to an existing society.

Sec. 12. NEW SECTION. 512B.12 AMENDMENTS TO LAWS.

1. & domestic society may amend its laws in accordance
with the provieions of jts laws by action of its supreme
govetrning body at any regular oc special meeting or, if its
laws 8o provide, by refecendum. A referendum may be held in
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accurdance with the provigyons of the society's laws by the
vote of the voting members of the society, by the vote of
delegates or'rep:esentalxves of voting membets, or by Lhe vote
of local lodges. A society may provide fur voting by mail.

An amendment aubmitted for adoption by referendum shall not be
adopted unless, within six months from the date of submisaion
of the referendum, a majocity of the members voting have
gignifled their consent to the amendment by one of the methods
specified in this subsection,

2. An amendment Lo the laws of o demestic society shall
not take effect unless approved by the commissioner. The
commisgioner ahall approve an amendment if the commissiconer
finds that it has been duly adopted and is not inconsistent
with the laws of thls atate or with the character, objects,
and purposes of the society. An amendment shall be considered
approved, unless the comnigsioner disapproves the amendment in
writing, within thirty days aftec the filing of the smendment.
The disapproval of the commissloner shall be in writing and
mailled to the secretary or corresponding officer of the
aociety at lts princlpal offlce. 1f the commissioner
dlsapproves an amendment, the reasons for disapproval shall be
stated in the written notice.

3. wWithin nlnety days from the approval of an amendment by
the commlssioner, the amendment, ocr a synopsis of it, shall be
furnished to all members of the society either by mail or by
publication in Full In the official publication of the
soclety. The atfidavit of an officer of the society or of
anyone authorized by the scclety to mail an amendment or
synopsis of an amendment, atating facts which demonstrate
compliance with this eubsectlion, is prima facie evidence that
the amendment or syncpsls has been furnished to the
addressees.

4. A foreign or allen scciety authorized to do business in
thls atate ahall E{le with the commigsioner a duly certi€ied
copy of all amendments of its laws within ninety days after
their enactment.

Senate File 2100, p. 12

. Printed copies of the laws as amended, certified by the
sectetary, orf corresponding oflicer of the socrety, are prima
tacie evidence of the legal adoption of the laws and
amendments.

Sec. 1). NEW SECTION. 5128.13 INSTUTUTIONS.

A society may create, maintain, and operate, of may
establish organizations to operate, not-for-profit
inatitutions to further the purposes permitted by section
5128.5; subsection 1, paragraph "b". ‘The institutions may
furnish services free or at a reasonable charge. Any real or
personal property owned, held, or leased Ly the soclety for
this purpose shall be reported in every annual atatement. A

‘not-for-profit institution g0 established is a charitable

ingtitution with all the rights, benetits, and privileges
given to chacitable inatitutions under the constitution and
lawas of this state. The commissioner may adopt approprlate
rules and reporting requlrements,

Sec, 14. NEW SECTION. $12B.14 REINSURANCE.

1. A domestic society may, by a reinsutance agreement,
cede any individual tisk or risks in whole or in part to an
inauzer, other than another Eraternal benefit soclety, having
the pober Lo make such reinsurance agreements and authorlzed
to do business in this state, or {f not aso autherlized, one
which la approved by the commissioner; but a soclety shall not
telnsure substantially all of its insurance in force without
the written permlssion of the commissloner, It may take
credlt for the reservesa on ceded risks to the extent
reinsured, but credlt shall not be allowed as an admitted
acset or as & deduction from liability, to a ceding scclety
for reinsurance made, ceded, renewed, or otherwise becoming
effective after the effective date of this Act, unless the
relnsurance ias payable by the assuming insurer on the basis of
the liability of the ceding society under the contract or
contcacts reinsured without diminution because of the
insolvency of the ceding soclety.

2. Notwithstamding the limitation 1n subsection 1, a
society may reinsure the risks of another society in a
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coasolidation or merger approved by the commiusioner under
section 5128.15.

Sec, 15. HEW SECTION. 5128.15 CONSOLIDATLONS AND
HERGERS,

1. A domestic society may consolidate or merge with a
domestic society, foreign society, or society chartered under
the laws of Canada or a Canadian prtovince or territory, by
complying with this section. The society shall Eile with the
commissioner all of the following:

a. A certifled copy of the writlen contract containing in

full the terms and conditions of the consolidation or merger.

b. A sworn atatement by the president and secretary, oc
corresponding officers of each society, showing the tinancial
condition of the society on a date fixed by the commissioner.

c. A certlficate of each officer submitting a sworn
statement pursuvant Lo paragraph "b", duly vecified, that the
congolidation or merger contrackt has been approved by a two-
thirds vote of the supreme governing body of each socliety, the
vote having been conducted at a regular or special meeting of
each such body, or, 1f the soclety's laws so permit, by mafl.

d. Evidence that at least sixty days prioc to the actlon
of the supreme governing body of each society to approve the
congolldation or merqger contract, the text of the contract has
been furnlshed to all members of each society elither by mall
ot by publication in Efull in the official publicaticn of each
socifty.

2. 1f the commissioner finds that the contract is in
conformity with thla section, that the tinancial statements
are correct, and that the consolidation or merger is just and
equitable to the members of each society, the commissloner
shall apptove the contract and issue a certificate to that
effect. Upon the commisgioner's approval, the contract shatl
be in full force and effect unless a soclety which is a party
to the contract is incorporated under the laws of another
atate, Canada, or Canadian province or terrstory. 1In that
svent the consolidation or mecrger shall nogt becume effective

unless and unthl iy has been approved as provided by the laws
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of the other state and a cectiticate of approval has been
filed with the commissioner of Lhis astate or, 1f the lawe of
the other state conLain Ao eguivalent provision for issulng a
certificate of consolidation or merger, then the consclidation
ar merger shall not become effective unless and until Lt has
been apptoved by the commissioner of the other atate and a
certificate conforming with the laws of this state has been
filed with the commlgsioner. 1f the contract igs not apprtoved
it 3hall bz lroperative, and the fact of submission and its
contents shall not be discleged by the commissioner.

3. upon the comsclidation or merger becoming effective,
all the crights, Eranchises, and interesta of the conscolidated
or metrged societies in and to every kind of property, real,
peraonal, or mlxed, belonging to the societies ghall be vested
in the guccessor society without any othetr instrument, except
that conveyances of real propecty way be evidenced by proper
deeda. The title to real property or an intecesat in real
property, vested under the laws of this atate in any of the
gocietiea consolldated or merged, shall not revert ocr be In
any way impaited by reason of the consolidation or merger, but
shall vest absclutely in the successor society.

4. The affidavit of an officer of the soclety or of a
person authorized by the soclety to mail a notlce or document,
stating that the notice or document has been duly addressed
and malled, is prima facle evidence that the notice or
document has been furnished the addressees.

Sec. 16. NEW SECTION. S12B.15A CONVERSION OF FRATERNAL
BENEFIT SOCIETY INTOQ A WUTUAL LIFE IHSURANCE COMPANY.

A domestic fraternal beneflt society may be converted and
licensed as a mutual life insurance company by compliance with
all the requirements of the general insurance laws for mutual
life Insurance companies. A plan of conversion shall be
prepazed in weriting by the board of directors setting forth in
full the terms and conditions of conversion. The afflicmative
vaote of Lwo-thirds of all membecs of the supreme governing
body at a reqular or special meeting is necessary for the
approval of the plan of conversion. A convecsion shall not
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take effect unless and until approved by the commissioner.
The commissioner may give apptoval for the conversion if the
commissioner EFinds that the proposed change IS in conformity
with.the requitements of law and not prejudicial to the
cert{ficate holders of the society.
SUBCHAPTER 1V
CONTHACTUAL BENEFITS

Sec. V7. NEW SECTION. 512B.16 BEMEFITS.

. A soclety may provide any or all of the following
contractual benelits in any form:

a. Death benefits.

Endowment benefits.

Annuity benefits.

Temporary oc petmanent dissbility bencfits.
Hodpital, medical, or nursing benefits.

f. Monument or tombstone benefits to the memory of
deceased members.

g. Other benefits authorized for life insurers and which
are not inconsistent with this chapter.

2. & soclety shall specify ln its regulations those
persons who may be Issued, or covered by, the conttractual
vbenefits in subsection 1, conalatent with providing benefite
to members and their dependents. A sociely may provide
benefits on the lives of children under the minimum age €or
adult membership upon application of an adult person.

Sec. 18. NEW SECTION. S128.)7 WBENEFICIARIES.

1. The owner of a benefit contract may change the
beneficiary or beneticlaries in accordance with the laws or
tegulations of the society unless the owner walves thls right
by apecifically requesting ln writing that the beneficiary
depignation be lrravocable. A sociely may, through its laws
ot regulationa, limit the scope of beneficiary designations
and shal) provide that a revocable beneficiary shall not have
or obtain a vested lnterest in the proceeds of a cectificate

until the certiticate has become due and payable in conformity
with the beneflt contract.
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?. A society may make provision for the payment of tuneral
benefits to the extent of the portion of a payment under a
certificate which reasonably appears to be due to a peraon
equitably entitled to the benefit by veason of having lncurred
expense ocueasioned by the burial of the member. However, the
portion so paid shall not exceed the sum of one thousand
dollacs.

3. 1f, at tne death of a person insured under a benefit
contract, theee 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 pursvant tc subsection 2,
shall be payable to the estate of the deceased Insured the
game as other propecty not exempt. However, i€ the owner of
the cectificate ls other than the insured, the proceeds ave
payable to the owner.

Sec. 19. NEW SECTION., 5118.18 BENEFITS HOT ATTACHABLE.

Money or other beneflt, charity, relief, or aid to be paid,
provided, or rendered by a society, Is not liable to
attachment, garnishment, or other process, or to be selzed,
taken, appropriated, or applied by any legal or equitable
process or operation of law to pay a debt or liabllity of a
member or beneflciary, ot any other person who may have a
derivative rlght, either before or after payment by the
soclety, except as provided in sections 627.11 and 627.12.

Sec. 20, MHEW SECTION. 512B.19 THE BENEFIT CONTRACT.

1. A society authorized te do business in this atate shall
issue to each owner of a beneflt contract a certificate
speclfying Lhe amount of benefits provided pursuant to the
benefit contract. The certificate, together with any riders
or endotsements attached to the certificate, the laws of the
soclety, the application for membership, the appllcation for
insurance and declaration of insurablility, if any, signed by
the applicant, and all amendments, constlitute the benellt
contcact, as of the date of issuance, between the society and
the owner, and the certificate shall so state. A copy of the
application tor insurance and declaration ot insurability, 14
any, shall be endorsed upon or attached to the certificate.
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Statements on the application are representations and not
warranties. A walver of this provision is void.

2. Addltions or amendments to the iaws of a society duly
made ci enacted subsequent to the issuance of the certiticate,
bind the owner and the beneficiaries, and govern and control
the benefit contract in all respects the same as though the
additions or amendments had been made befure and wece In force
at the time of the application for Insurance, except that an
addition oc amendment shall not destvoy or diminish benefits
which the society contracted to give the owner as of the date
of issuance.

3. & person upon whose lifte a benefit contract is issued
before the person attains the age of majority is bound by the
terms of the application and certiflcate and by all the laws
and requlatliona of the society to the same extent as though
the person had attalned the age of majority at the time of
application.

4. A society shall provide in 1ts laws that if its
resecrves a3 to all or any class cof certlificatey become
impaired, lte supreme governing body or board of directors may
require that there be paid bf the owners to the society the
amount of the owners' equitable proportion of the deficiency
as ascettalined by its gqoverning body or bhoard, and that If the
payment ls not made elither of the following will apply:

a. The required payment or asaessment shall stand as an
indebtedness agalnat the cettificate and draw interest not to
exceed the rate specified for certificate loans under the
certificates,

b. In lleu of or in comblnation wilh paragraph "a", the
OWner may accept a proportionate reduction in benefits under
the certificate.

The society may specify the manner of the election and
which alternative is to be preasumed If no election is made.

5. Copies of any of the documents mentioned in this
sectlon, certifled by the secretaty ot corresponding offjcer
of the socliety, shall be received in evidence of the terms and
conditions of the documents,
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6. A certiflicate shall not be delivered or issued for
delivery in this state unless a copy of the €orm has been
tiled with the commissioner in the manner provided €or like
pollcies issued by life insurers in this astate. A life,
accident, health, or disability ingurance certificate and an
annuity cestificate issued on or after one year Erom the
effective date of this Act shall meet the atandard contract
provision requirements not inconasistent with this chapter for
ke policies issued by lite insurers in this state, except
that a society may provide for a grace period for payment of
prtemiums of one Full month in its certificates. The
certiticate shall also contain a provision gtating the amount
of premiums which are payable under the certificate and a
provision tecitlng or setting forth the substance of any
gections of the soclety's laws or requlations in [orce at the
time of issuance of the certiflcate which, If violated, will
resullt [n the termination or reduction of beneflts payable
undec the cecrtificate. [f the laws of the soclety provide for
expulaicn or suspension of a member, the cectiflcate shall
also contain a provision that any member expelled or
suspended, except for nonpayment of a premium or within the
contestable petiod €or material mlacepresentation In the
application for membecahip or insurance, may malntaln the
certificate In force by continuing payment of the required
premium,

7. A benefit conkract issued on the life of a person below
the aociety’'s minimum age for adult membership may provide for
tranafer of contrgl of ownership to the insured at an age

apeclfied in the certificate. A society may require approval
of an application for membership in order to effect this
transfer, and may provide in all other respecta for the
reqgulation, government, and contrtol of auch certiftcates and
the rights, obligaticns, and liabilities incident to, or
connected with, the benefit conttact. Ownership cights prior
to a transfer shall be specified in the ceviiflcate,

8. A sociely may specify the terms and conditlons on which
benefil contracts may be assigned.
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Sec. 21. NEW SECTION. 5128.20 MHORPORFEETURE BENEFITS,
CASH SURKENDER VALUES, CERTIFICATE LOANS, AND OTHER OPTIONS.

1. For certificates issued before the effective date of
this Act, the value of every paid-up nontorfeiture beoetit and
the amcunt of any cash surrendered value, loan, or olhet
option granted shall comply with chaptec 512, Code 1989.

2. For certificates issued on or after the effective date
of thls act for which reserves are computed on the
commissioner’s 1980 atamdard mortality table, or any more
recent table made applicable to life insurers, every paid-up
nonforfeiture benefit and the amount of any cash aurrender
value, loan, or other option granted shail not be lessa than
the cotresponding amount ascertained in accordance with the
laws of thls atate applicable to life Iinsurers issuing
policies contalning like benefits based upon the game tables.

SUHBCHAPTER V
FINANCIAL REQUIREMENTS

Sec. 22. NEW SECTION. S512B.21 INVESTMENTS.

A soclety shall invest its ‘funds only as authorized by the
laws of thle state €or the investment of assets of life
insurers and gubject to the same limitstions., A Eoreign or
allen soclety permitted or seeking to do business in this
state which lnveata Ite funds In accordance with the laws of
the state or natlon in which It is incorporated, shall be held
to meet the requirements of this section for the lavestment of
funds. A society organized under the laws of this state shall
depoait securltlee as required of 1ife insurance companies
pureuant to aectlon 511.8, subsectlon 16.

Sec. 13, MHEW BECTION. 512B.22 FUNDS.

1. All apaets ehsl) be hald, invested, and disbursed for
the use and beneflt of the soclety and a membar ot beneficlary
ghall not have or acquire individual rights in the society's
assets o¢ become entitled to an apportionment on the surrendec
of any part of the society's assets, except as provided in the
benefit contract.

2. A society may cteate, maintalm, invest, disburse, and
apply any special fund or funds necessary Lo carry out any
purpnse permitted by the lawa of the society.
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3. Aisocicty may, pursuant to resolution of its supreme
governing body, eastablish and operate one ot more separate
accounts and issue contracts on & variable basis, subject to
the Jlaw regulating life inaurers establishing equivalent
accounts and issuing equivalent contracts. To the extent the
sociely deems it necessary in ocdet tu comply wlith any
applicable Eederal or state laws, regulations, or rules, the
gociety may adopt special ptocedures [or the conduct of the
businesy and affairs of a separate account; may, for persons
having beneficial interests in the account, provide special
voting and other rights, includlng without limitation, special
rights and procedures relating to investment polley,
Investment advisory aecvices, selection of certified public
accountanta, and selectlon of a committee to manage the
business and affalrs of the account: and may issue contracts
on a vatlable basls to which section $12B.19, gsubsections 2
and 4 shall not apply.

SUBCHAPTFER VI
REGULATION

Sec. 24. WNEW SECTION. 512B.23 VALUATION.

1. ‘Standards of valuation for certificates issued before
the effective date of this Act are those provided by chapter
512, Code 1989,

2. The minimum standacds of valuation for certiflcates
{asued on or after the effective date of this Act ahall be
baged on the following tables:

s. For certificates of life insurance, the commlssionec’s
1980 standard ordinary mortality table or any more recent
table made applicable to life insurers.

b. For annulty and pute endowment certificates, for total
and permanent disability benefits, for accidental death
benefits and for noncancellable accldent and health beneflta,
the tables authorized for use by life insurers in this state.

Paragraphs "a" and “b" are under valuation methode and
atandards, lncluding interest assumptions, in accordance with
the laws oF this state applicable to life insurers lssuing
policies containing like benefits.
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3. The commissioner may, in the comnissioner’'s discretion,
accept another standard for valuation if the commissioner
finda that the reserves produced by the other standard will
not be less in the aggregale than reserves computed in
accordance with the minimum valuation standacds prescribed by
gubsection 2. The commissioner may, in the commissionec's
discretion, vary the standarda of mortality appliceble to all
benefit contracts on substandard lives or other extra
hazardous lives by any society authorized to do business in
this atate.

4. & society, with the consent of the commissicner of
insurance of the state of domicile of the society and under
conditions which the commigsioner may impose, may establlsh
and maintain reserves on its certificates in excess of the
reserves otharwlse required, but the contractual rights of a
benefit member shall not be affected by the excess resecves.

Sec. 29. NEW SECTION, 512B.24 REPORTS.

Reports ahall be filed in accordance with this section,

1. & soclety transacting business in this state, on or
before March 1 annually, unless for cause shown the time has
been extended by the commissloner, shall file with the
commissioner a true statement of lts Einancial conditlon,
transactions, and affairs for the preceding calendar yeac and
shall pay 8 fee of twenty-five dollars. The statement ghall
be {n general form and content as approved by the natlonal
assoclation of insurance commlissioners for fraternal benefit
societies and ehall be supplemented by additional information
as adopted by rule of the commissloner.

2. As part of the annual atatement, a society shall, on or
befoce March 1, €ile with the commiasioner of lnsurance a
valuation of lte certificates in force on Lhe last preceding
Decemnber J1. However, the commissioner may, for cause ahown,
extend the time for €iling the valuation fur noL mere than two
calendar montha. The valuation shall be done in accordance
with the standards specified in section 5128.2). The
valuation and underlying data shall be certified by a

qualified actuary or, at the expense of the society, verified
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by the actuary of the department of insurance of the state of
domicile of the gsocliety.

}. A society tailing to file the annual statement In the
form and within the time provided by this seclLion shall
forfeit one hundred dollars for each day during which the
default continues, and, upon notice by the commigsloner to
that e€Efect, the society's authority to do business Ln this
state shall cease while the default continues.

Sec. 26. HEW SECTION. 512B.25 ANNUAL LICENSE.

A society which is authorized to transact busineas in this
state on the effective date of thia Act, and a soclety
licensed on or after the effective date of this Act, may
continue in busineas until April 36, 1991. The authority of
the society may thereafter be renewed annually. A licenae
terminates on the succeeding April 30. However, a licenae
issued shall continue in Eull force and effect until a new
license is lssued or specifically refused. For each license
or renewal the society shall pay the commissioner a fee of
twenty-£five dollars. A duly certifled copy or duplicate of
the license is prima facie evidence that the llicensee is a
fraternal beneflt society within the meaning of thls chapter.

Sec. 27. MNEW SECTION. 512B.26 EXANINATION OF SOCIETIES -
~ NO ADVERSE PUBLICATIONS,

1. The comolssioner, or the commissioner's deslgnee, may
examine a domestlic, €orelgn, or allen scciety transacting or
applying for admission to transact business in this state in
the asame manner as authorized for examination of a domestic,
foreign, or alien insurer. Requicrements of notice and an
opportunity to respond before Eindinga are made public as
provided in the laws requlating insurers are also applicable
to the examination of a society,

2. The expense of each examination and of each valuation,
including compensation and actual expense Of examiners, shall
be paid by the soclety examined or whose certiflcates are
valued, upon statements fucrnished by the commissioner.

Sec. 28. NEW SECTION. S12B.27 FOREIGN OR ALIEN SOCIETY -

ADHISSION,

00LZ 43S
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A foreign or alien society shall not transect business in
this state without a license issued by the commissioner., A
society desiring admission to this atate shall subatantlally
comply with the requirements and limitations of this chapter
applicable to domestic societies. A sociely may be licensed
to transact business in thia state upon filing with the
commissioner all of the following:

1. A duly certified copy of its articles of incorporation.

2. Acopy of its bylaws, certafied by ity secretary or a
corresponding officer.

3. A powet of attorney to the commissicner of insurance as
preacribed in section %128.3).

4. A statesent of its business under oath of its preslident
and secretary or cotrespondling officers in a form prescribed
by the commidsioner, duly verified by an examination made by
the supervislng {naurance offlcial of ity state of domicile,
satisfactory to the commlssioner.

5. Certiflcation from the proper official of i19 atate of
domicile that the soclety 18 legally incorporated and licensed
to transact business in thar state.

6. Coupies of ity certiflicate forms.

7. OQther informatlon the commissioner requires.

8. A showing that its asaets are invested In accordance
with this chapter.

Sec. 29. HNEW SECTION. 5128.28 [HJUNCTION -- LIQUIDATION
~~ RECEIVERSHIP OF DOMESTIC SOCIETY.

1. When the commissioner upon inveatigation finds that a
domestic soclety ham exceeded its powers; failed to comply
with a proviaion of this chapter; falled to fulfill a contract
{n guod faith; falled to malntain a membership of not less
than four hundred after an existence of one year or more; or
conducted business fraudulently or in a manner hazardous to
ites members, creditors, the public, or the business, the
commissicner ghall notify the soclety of the deficiency or
deficienciea and state in wrliting the reasons for the
commissioner's dissatisfaction. The commissioner shall at

once 1sgue a written notjice vo the society requiring that the
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deficiency or deficiencies which exist be cocrected. After
the notice of deficiency the society has & thirty-day period
in which to comply with the commissioner's request for
cotrection, and if the society fails Lo comply the
commissloner shall notify the society of a finding of
noncompliance and reguire the society Lo show cause on ot
vefore a date pamed why it should not be enjoined [rom
cavrying on any business unti1l the viclation complained of has
been corrtected, or why an action seeking olher legal or
equitable relief should not be commenced against the sociely.

2. 1f by the date named Lo show cause the soclety does not
present good and sufficient reasons why it should not be sc
enjoined ot why an action should not be commenced, the
commissioner may present the facts relating to the society to
the attorney general who shall commence an action to enjoln
the society from transacting business or other action
requested by the commlissioner.

3. The court In which an action is comvenced pursuant Lo
subsection I shall notify the officers of the socliety of a

hearing, 1F after a full hear!ng !t appears that the soclety

should be enjolned or liquldated or a receiver appointed, or
other legal or equlitable celief awarded, the court shall enter
the necessary order, A society so enjcined does not have the
authority to do buslness unless and until all of the following
conditions are satlsfled:

a. The comnissioner finds that the violation complalned of
has been corcected,

b. The coats of the action, including teasonable attorney
fees €Eor the state's attorneys and expenses related to the
case In which the injunction was entered, have been pald by
the soclety if the court finds that the society wasa in default
as alleged.

c. The court has dissolved its injunction.

d. The commissloner has ceinstated the certlficate of
authotrity of the asoclety.

4. 1t the court ordery the soclety liguidated, it shall be
enjoined trom carcying on any further busineas, and the
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receiver of the society shall proceed at once to take
possession of the books., papers, monecy, and other assets of
the society and, under the direction of the court, proceed to
close the alfalras of the society and to distribute its funde
to those entitled to them,

5. It a receiver is to be appointed for a domestic
society, the court shall appolnt the commissioner of insurance
4y the cecelver,

6. The provisions of thls section relating to hearing by
Lthe comwisaioner, action by the attorney general at the
request of the comuissioner, hearing by tha court, fnjunctlon,
and recelvership are applicable to a society which voluntarlly
determines to dlscontinue business.

Sec. 30. MNEW SECTION. 5128.29 SUSPEMSION, REVOCATION, OR
REFUSAL OF LICENSE OF FOREIGN OR ALIEN SOCIETY.

1. HWhen the commissioner wpon investigation tinds that a
foreign or alien sociely transacting or applying to transact
business in this state has exceeded ity powers; failed to
comply with a provieion of this chapter:; failed to Eulfill a
contract In qgood faith; or conducled its business fraudulently
or in a manner hazardous to its members or creditors or the
public, the commissioner shall notify the society of the
deficiency or deflcienciea and state in writing the alleged
facts or circumstances constituting a deficiency. The
commissione:r ahall at once lassue a written notice to the
society requiring that the deficiency or deficiencies which
exist be corrected on or before thicty days from entry of the
notice of deficlency. After notice the soclety has a thirty-
day period In which to comply with the commissioner's reguest
for correctlon, and !f the society fails to comply the
commissioner shall notify the scclety of a Finding of
noncompllance and require the society to show cause on or
before 2 date named why lts license should not be suspended,
revoked, or refused. If, on or hefote the date named, the
society does not present good and sufficient reason why its
license to do business io this state should not be suspended,

tevobed, or refused, the commissioner may suspend oc¢ refuse
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the license of the society to do business in this state until

evidence satisfactory to the commigsioned is furnlshed to the
commigsioner Lhat the suspension or refusal should he
withdrawn or the commissioner may revoke the license of the
socliely to do buainess in this state.

2. A society whose license to do business in this atate is
guspended, revoled, or refused pursuant to subsection 1 shall
continue in good Ealth all contracts made in thla state during
the tlme the society was legally authorized to tranaact
business in thls state. Lack of authority to transact
business within the state is not a defense to an action by a
person againat the soclety to enforce a contract entered into
by the society without compliance with thias chapter, or prior
applicable law,

Sec. 31. MHEW SECTION. 512B.30 STARDING.

A petition or coaplaint for injunction against a domestlc.
foreign, or allen society, or ludge shall not be recognlized in
a court of thls state unless made by the atlorney general upon
tequest of the commissicner.

Sec. 12. MNEW SECTION. S$12B.31 LICENSING OF AGENTS.

1, Agents of socleties shall be licensed in accordance
with chapter 522 regulating the licemnsing, revocation,
suspenslon, or terminatlon of license of resident and
nontéuldent agents, but persons who were agents of a soclely
on or before July 1, 1970, are not required to take an
examination,

2. An examination or license shall not be reguired of a
reqular salaried cfficer, employee, or member of a llicensed
society who devotes substantially all of the person’'s sectvices
to activities other than the solicitation of fraternal
insucrance contracte €from the public, and who doea not receive
€for the sclicitatlon of such contracts a commission or other
compengation directly dependent upon the amount of buslness
obtalned.

Sec. 33, HEW SECTION. 512B.3J2 UNEPAIR METHODS OP
COMPETITION AND Ur?A!R AND DECEPTIVE ACTS AND PRACTICES.
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A society i3 subject to chapter 5078 relating to unfair
insurance trade practices. However, chapter 5078 does not
apply to or affect the right of a society to determine its
eligibility requirements for membership, and does not apply to
or affect the offecing uf benefits exclusively to members of
persons etigible for membership in the society by a subsidlary
corporation or affiliated organization of a society.

SUBCHAPTER VI
MISCELLANEOUS

Sec. 34. NEW SECTION. §128.3) SERVICE OF PROCESS.

1. A foreign or alien society authorized to do business in
this state shall appoint in writing the comnmissioner to be lts
true and lawtul attorney upon whom all lawéul process ion any
action or ptoceeding againdt It shall be served, and shall
agree in the wrlitten consent to process that any lawful
process agalnat it which is served on the commissionecr shall
be of the same legal force and valldity as it served upon the
society, and that the authority shall continue in focce 30
long as any liability remains outstanding in this state.
Copies of the appointment, certified by Lhe commissloner,
shall be deemed sufflcient evidence of the appointment and
shall be admitted in evidence with the sawe torce and effect
a3 the original may be admitted.

2. Secvice of process shall only be made upon the
comnissioner, or if absent, upon the person in charge of the
commigaioner's office. Secvice shall be made In duplicate and
shall constltute sufficient service upon the socliety. When
legal process against a soclety is served upon the
commissioner, the commissioner shall forthwith torward one of
the duplicate coples by registered mail, prepaid, directed to
the pecretary or corresponding officer of the society.

Service shall not require a soclety to file its answer,
pleading, or defenge in less than thlrty days from the date of
malling the copy of the service to a society. Legal process
shall not be served upon a society except in the mannet
provided in this section.

Sec. 3%. HNEW SECTION. S512B.34 REVIEW.
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A11 decisions and findings of the commissioner made under

this chapter are subject to review pursuant to chapter 174A.

Sec. 36. NEW _SECTION, 512B.35 PENALTIES.

1. A person who knowingly makes a false or fraudulent
atatement oc representation in or relating to an application
for membership or For the purpose of cbtainiog money from or a
benefit In a society, is guilty of a fraudulent practice.

2. A person who willfully makes a false or Eraudulent
statement in a verified report or declaration under oath
required or authorized by this chapter, or of a material fact
or thing contarned in & sworn statement concerning the death
or disability of an !nsured for the purpose of procuring
payment of a benefit named in the certificave, is guliliy of
perjury.

3. A person who solicits membership tor, or in any manner
assists in ptocuring membership In, a scciety not ticensed to
do business in thls state, is quilty of 8 asericus mlsdemeanoc.

4. A person guilty of s willful vieclation of, or neglect
ov refusal to comply with, a provision of this chapter for
which 5 penalty lp not otherwise prescribed, ia gulity of a
gimple misdemeanor.

Sec. 37. MNEW SECTION. S12B.36 EXEMPTION OF CERTAIN
SOCIETIES.

1. This chapter does not aftect or apply to any ol the
following:

a. Grand or subordinate lodges of societies, orders, of
asoociations now doing bubineas in thils state which provide
benefita exclusively through local or subordinate lodges.

b. Ordecs, sccleties, of associations which admit to
membership only perscns engaged ln one or moce cralts oc
nazardous occupations, in the same or similar lines ot
business, insuring only their own members and thelr tamilies,
and the spouses’ socleties or spouses' auxiliaries to such
orders, societies, or associations.’

¢, Domestic socheties which limit their membershlp to
employees of a particular city or town, designated firm,

business house, or corperation which provide for a death
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benefit of not more than ftour hundred dollars or disability
benefits of not more than three hundred Eifty dollars to any
person in any one year, or both.

d. UComestic societies or associalions of a purely
religious, charitable, or benevolent description, which
provide for & death benctit of not mote vthan four hundred
dollaras or Eor dlsability benefits of not more than three
hundred fifty dollars to any one person in any one year, of
both,

2. A soclety or association described in subsection 1,
pacagraph "a" or "d*, which provides for death or disability
bene€lts for which benefit certificates are issued, and any
such society or association included in paragraph 4" which
has moce than one thousand members, is not exempt from this
chapter but shall comply with all requirements of this
chapter.

3. A society whlch i3 exempt from Lthe requirements of thie
chapter, except a society deascribed In subsection 1, paragraph
"b", shall not give or alliow, or promiae to glive or allow to
any person any compengation for procuring new membersy.

4. A society which provides for benefits in case of death
or disabllity resulting solely from accident, and which does
not obllgate itaelf to pay natural death or sick benefits, has
all of the privileges and is subject to all the applicable
provisions of this chapter and rules adopted by the commisaion
pucrsuant to thles chapter except that the provisions relating
to medical examinatlon, valuations of benefit certificates,
and incontestabllity, do not apply to asuch a society.

5. The comnlasioner may require from a society, by
examination or otherwise, information that will enable the
commlssjoner to determine whether the soclety is exempt from
this chapter.

6., A soclety exemplt under this section, 8 also exempt

from all other provisiony of the general insurance laws of

this state.
Sec. 318. Chapter 512, Code 1989, i3 repealed.
Sec. 19,
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This Act is effective January 1, 1991.

Sec, 40.

The Code editor ghall make conforming omendments to the
Code as required to correct internal reteremces to chapter 512
and designate instead new chapler 512B.
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