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SUBCHAPTER r 

STRUCTURE AND PURPOSE 

Section 1. NEW SECTION. 5129.1 SCOPE OF CHAPTER. 

Except as otherwise provided in this chapter, societies are 

gover~ed 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. 5128.2 DEFINITIONS. 

As used in this chapter, unless the context otherwise 

requires: 

1. ''Alien association'' means an association organized 

under the laws of another country. 

14 

15 

2. ''Benefit contract'' means the agreement for provision of 

benefits authorized by section 5128.:6, as that agreement is 

16 described in section 5128.19, subsection 1. 

17 3. ''Benefit rnembe~·· Qeans an adu:~ membe~ who is 

18 designated by the laws or rules of the society to be a benef!t 

19 member under a benefi: contract. 

20 4. "Certificate'' means the document issued as written 

21 evidence of the benefit contract. 

22 5. "Commissioner" means the commissioner of insurance or 

23 the com.<,issioner 's designee. 
'5crco 24 6 . ''Domestic association'' means an association organized 

25 under the laws of this state. 
Sc<-o 26 7. ''Foreign association'' means an association organized 

the laws of anothet state or territory of the United 

'5doc 

27 under 

28 

29 

30 

31 

32 

33 

34 

35 

States. 

8. ''Laws'' means the society's chapters of incorporatio~, 

constitution, ar.d by~aws, however designated. 

9. "Lodge'' means a subordinate member unit of the soc~ety, 

whet~er k~own as a camp, court, cour.cil, branc~, or by any 

other designation. 

10. ~~P~emium'' means a premium, rate, dues, or other 

required contribution by whatever nane known, which is payabie 
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l under the certificate. 

2 ll. ''Regulations" means all regulations, or resolutions 

=>c'<>o 3 adopted by :he supreme governing body which are intended to 

4 have general application to the members of the society. 

e 

5 12. ''Society" means a fraternal benef~t society, unless 

6 otherwise indicated. 

7 Sec. 3. NEW SECTION. 5128.3 FRATERNAL BENEFIT SOCIETIES 

8 DEFINED. 

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

10 capital stock, including one exempted under section 5128.36, 

ll 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 systex 

14 wich a ritualistic form of work, having a representative forx 

15 

16 

17 

18 

19 

20 

21 

22 

of government, and which provides benefits in accordance with 

this chapter, is a fraternal benefit society. 

Sec. 4. NEW SECTION. 5128.4 LODGE SYSTEM. 

l. A society is operating on the lodge system if it has a 

supreme governing body and subordinate lodges into which 

me~bers are elected, initiated, or admitted in accordance with 

its laws, regu:ations, and ritual. Subordinate lodges shall 

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 :he minimum age for adult membership. Membership and 

27 initiation in local lodges shall not be required of children, 

28 nor shall chi:dren have a voice or vote in the ~anagement of 

29 the 

30 

society. 

Sec. 5. NEW 

3l. GOVERN:.IEN7. 

SECTION. 5128.5 REPRESENTATIVE FORM 02 

32 A society has a representative forn of government if all of 

33 the following apply: 

34 l. It has a s~pteme governing body constituted in one of 

35 the following ways: 
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Q. Assembly. T~e supreme gover~ing body is an assembly 

5c;{,c 2 composed of delegates se:ected directly by the members or at 

3 intermediate assemb:ies or conventions of members or their 

4 representatives, ~ogethe~ w:th other delegates as prescr:bed 

5 in the societj's laws. A society mQy provide for election of 

6 delegates by mall. The elected delegates must constitute a 

7 ma:ority of the delegates in number and have net less than 

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

9 required to ame~d the society's laws. The assembly must be 

10 elected and mee: at least once every four years and must elect 

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

12 between meetings of the assembly. Vacancies on the board o: 

13 directors between elections may be fil:ed in the manner 

Sc~c 14 prescribed by the society's :aws. 

15 b. Direct election. The supreme governing body is a board 

16 of directors composed of persons elected by the members, 

17 either directly or by their representatives in intermediate 

18 assemblies, and any other persons prescribed in the society's 

19 laws. A society may provide for election of the board by 

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

21 Vacancies on the board between elections may be filled in the 

22 manner prescribed by the society's laws. The elected board 

23 members must constitute a majority of the board members in 
24 number and have not less than the number of votes requi~ed to 
25 amend the society's laws. A person f i 11 ing the '.l:'.expired ter:n 

26 of an elected board member shall be considered to be an 
27 elected member. The board must :neet at least qua~·ter ly to 

28 cond~ct the business of :r.e socie:y. 

29 2. The officers of the society are elected by the supreme 
5Cb(.) 30 governing body. 

31 3. Only be:'.efit ~embers are eiigibie for election to the 

Sc~c 32 s~preree governing body or any in:e~med1ate assembly. 
33 4. Each voting member has one vote. 

34 5. A voting member is r.ot en:it:ed to cast a vote by 
35 proxy. 

-3-
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l Sec. 6. NEW SECTION. 5128.6 PURPOSES AND POWERS. 

2 1. A socie~y shall operate for the benefit of members and 

3 their beneficiaries by fulfilling both of the following 

4 purposes: 

5 a. Providi~g benefits as specified in section 5129.16. 

6 b. Operating for o~e or more social, intellectual, 

7 educational, charitable, benevolent, moral, fraternal, 

8 patriotic, or religious purposes eor the benefit of its 

9 members, which may also be extended :o others. 

10 7he purposes listed in this subsection may be carried out 

"~ directly by the society, or indirectly through subsidiary 

organizations. i2 corporations or affiliated 

13 2. A society may adopt 

l4 govern~ent of the society, 

laws a~d regulations for the 

the admission of its members, and 

16 

l7 

18 

15 the management of its affairs. A society may amend its laws 

and regulations, and has other powers as necessary and 

incidental to carrying into effect the objects and purposes of 

the society. 

19 SUBCHAPTER I! 

20 MEMBERSHIP 

21 Sec. 7. NEW SECTION. 5128.7 QUALIFICATIONS FOR 

22 MEMBERSHIP. 

23 l. In its laws 

24 spec:Ey a~l of the 

or regulations, a society shall at 

following: 

minimum 

25 a. Eligibility standards for each membership class. If 

26 benefits are provided on the lives of children, the minimum 

27 age Eor adul~ membership shall be set at not less than age 

28 fi~tee~ a~d no: greater tha~ age twenty-one. 

29 b. T~e process for admissicn :o membership for each 

30 membe:ship class. 

31 c. The rig~ts and privileges of each membership class. 

32 On~y benefit members shall have t~e right to vote on the 

33 management of :he insu~ance aEfai~s of the society. 

34 2. 

35 member 

A society may also admit social members. A social 

shall have no voice or vote in the management of the 
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1 l~3u'a~ce affairs of ~~e socie:y. 

2 3. ~e~be~ship rights in a soc:e~y are per5o~al to ~he 

3 member a~d are not assignable. 

4 Sec. 8. NE~ SECTION. 5128.3 LOCA7ION Of OFF:CE, 

5 MEET!~GS, COM:~vNICAT:ONS ':'0 ME.'lBERS, GRIEVANCE ?ROCEDURSS. 

6 -· !he principal off:ce of a domestic scciecy shall be 

7 :ocated i~ this state. The meet:ngs of i~s supreme gover~i~g 

8 body may be held anywhere the soc•ety has at leas~ one 

9 subordinate :edge, or ~n another location as determined by the 

~o supreme gover~ing body, and acl business trar.sac:ed at a 

ll meeting held out of state shall be as valid in all respects as 

l2 if the xee:ing we'e held in :hls state. T~e min~:es of t~e 

l3 proceedings oE the supreme gover~ing body and of the board of 

:4 directors shal~ be in the English language. 

15 2. a. A society may provide in its laws ~or an official 

16 publication in which any notice, report, or statement required 

l7 by law to be given to members, including notice o~ election, 

18 may be published. Such required repocts, ~otices, and 

19 stateme~ts shall be p:i~ted conspicuo~sly in the pub:ication. 

20 if the records of a society show that two or more me~bers have 

21 the same mailing address, an of~!cial publication mailed to 

22 one membe: is deemed to be mailed to all members a~ the same 

23 address unless a member requests a separate copy. 

24 b. Not later than June 1 of each yeac, a synopsis of the 

25 soc!ety's annual statement providing an eAplanation of the 

26 facts concerning the condition of :he society disclosed in the 

27 a~n~al sta:eme~t shall be printed and ma!led to each benefit 

28 member of the society or, i~ :ie~ of mai!~ng, the synops!s may 

29 be pub~ished in the society's official publication. 

30 ' A society may provide in its laws or regulations fo: 

31 grievance or comp:ain: procedu~es for meDbers. 

32 Sec. 9. NEW SECTION. 5l29.9 ?ERSONAI., S!i\BILITY. 

33 -· The of~icers and members of the supceme governing body 

34 or any subordinate body of a society are not persona:~y liable 

35 fo' any be~efits provided by a society. 
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2. A person may be i~demn~fted and reimb~rsed by a society 

for expenses reasonably incurred by, and liabilities imposed 

upon, the person in connection wich or arising out of a 

proceedi~g, whether civil, . . l cr:m.lna ... , administrative, or 

investigative, or a threat of action in which the person is or 

may be involved by reason of the person being a director, 

of:icer, employee, or agent of the society or of any o:her 

legal entity or position which ~he person served 1n any 

capacity at the request of the society. However, a person 

shall not be so indemnified or reimbursed for either of the 

ll following: 

12 a. In relation :o any mat~er to Nhich the person is 

13 fi~ally 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. !n relation to any matter which has been made the 

16 subject of a compromise settlement. However, if 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 believe that the conduct was unlawful, 

21 paragraphs ''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 descrtbed' in paragraph 

25 "a" or "b" may only be made by :he supreme governing body by a 

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

27 parties to the proceeding or by a court of competent 

28 j~risdiction. T~e termi~ation of a proceedi~g by judgment, 

29 order, settlement, conviction, or upo~ a plea of no contest, 

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

31 pres~ffiption tr.a: the person ffiet or did not mee: the standard 

32 of conduct req~ired in order to justify inde"'nification and 

33 reimbu:sement. The right of indemnification acd reimbursement 

34 is not exclusive o: other rights to which a person may be 

35 entitled as a matter of law and shall inure to the benefit of 
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l :~e person's heics, executors, a~d administrators. 

2 ~. A scc~ety may purc~ase and ~aintain inscrance on be~alf 

J of any pe~son who is or was a director, off:cer, empioyee, or 

4 agent of :~e society, or who is or was serving a~ the request 

5o~ t~e socie:y as a direc:or, officer, employee, or agent of 

6 any other :egal enti:y a=filiated with the society agai~s: any 

7 liability asserted against the person and inc~rred by the 

8 perso~ in any such capacity or arising out of the person's 

9 status in relation to the society, whether or no: the society 

10 wou:d have the power to indemnify the person against s~ch 

ll liability under t~is section. 

~2 4. A vo:unteer serving without co~pensation, a director, 

l3 officer, employee, or member of a society, is not liable, and 

14 110 ca~se of action may be brought, for damages resulting from 

15 tne exercise of judgment or discretion in connect!on ~ith t~e 

16 duties o: responsibilities of tha~ person for the society 

17 unless the act or omission alleged to be an exercise of 

18 j~dgment or discretion involved will~ul or wanton rniscond~c~. 

19 Sec. lO. NEW SECTION. 5128.10 WAIV;:;R. 

20 T~e laws of the society may provide that a subordinate 

21 

22 

23 

24 

25 

26 

body, or 

ha1:e :he 

the laws 

bir:di~g 

member. 

any of its subordinate officers or members, do not 

power or authority to waive any of the provisions of 

of the society. A waiver prohibition provision is 

on the society and every ~ember and beneficiary of a 

SUBCHAPTER Ill 

27 GOVERNANCE 

28 Sec. 11. ~EW SECTION. 512B.ll ORGANIZATION. 

29 A domestic society organized on or after the effective date 

30 of :his Act shall be formed as follows: 

31 l. Seve~ or more citizens of the Uni:ed States, a majority 

32 of whom are citizens of ~his state, who desi:e to form a 

33 fraterna: benefit society, may sign and ~ile with the 

34 secre:ary of state and commissio~er of i~surance an original 

35 or copy of a document containing, at ~inimum, the following: 
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a. The proposed corporate name of the society, which shall 

not so closely resemble the name of any othe~ 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 shall not include more liberal powers than are 

granted by this chapter. 

c. The names and residences of the incorporators. 

9 d. The names, residences, and officia~ titles of all ~he 

10 officers, trustees, directors, or other persons who are to 

il have and exercise the general control of the management of the 

12 affairs and funds of the society for the first year or until 

13 the ensuing election at which officers shall be elected by the 

SDr..c> L4 supreme governi.ng body or board of directors, which election 

15 shall be held not later than one year from the date of 

16 
"'·"<( 
-~>~: 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

Sc,~c~ 32 

33 ,e 34 

35 

issuance of the permanent certificate of authority. 

2. The chapters of incorporation, duly certified copies of 

the society's regulations and laws, copies of all proposed 

forms of certificates, applications, and circulars to be 

~ssued by the society, and a bond conditioned upon the re:urn 

to applicants of the advance premiums if the organization is 

not completed within one year shall be filed with the 

co~~issioner of insurance, who may require further information 

as the commissioner deems necessary. The bond with sureties 

approved by the co~~issioner snall be in an amount, not less 

:han :hree hundred thousand dollars nor more than one million 

five hund~ed thousand do:lars, as required by the 

co~~issioner. All documents filed are to be in the Engli~h 

lang~age. If the pur~oses of :he society conform to the 

req~i:ements of this chapter and all provisions of the law 

have been complied with, the commissioner shall so certify, 

reta1n and f1le the chapte:s of incorporation, and furnish the 

incorporators a preliminary certificate of authority 

authorizing the society to solicit members as provided in this 

chapter. 

-8-
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l 3. A preliminary certificate of authority granted under 

2 this section is ~ot valid after o~e year from its date or 

3 afte~ a fur~her period, not exceeding o~e year, as may be 

4 authorized by the commissioner upon cause shown, u~less the 

5 five hundred applicants ~equired in this section have been 

6 

7 

8 

9 

:a 
11 

12 

secured a~d the organization has been completed as provided i~ 

~his chapter. ~he chapters of :ncorpora:ion and all other 

proceedings become void in o~e year f~om the date of the 

pre::minary certificate of authority, or at ~he expiration of 

the extended period, un:ess the society has completed its 

organization and received a certificate of authority to do 

busi~ess as provided in this chapter. 

:3 

14 

4. Upon receipt of a preliminary certif•cate of authority 

from the cor.~issior.er, the society may solicit members for the 

15 purpose of completing its organization, shall collect from 

16 each applicant the amount of not less than or.e regular ~onth:y 

17 premium in accordance with its table of rates, and shall issue 

18 to each applicant a receipt Eor the amount so collected. A 

19 society shall not incur a liability other than for the return 

20 of advance premiums, shall not issue a certificate, nor pay, 

21 al:ow, offer, or promise to pay or allow, a benefit to any 

22 person until all of the following conditions are satisfied: 

23 a. Actual bona fide applications fer benefits have been 

24 secured en not less than five hundred applicants, and any 

25 necessary evidence of insurability has been furnished to and 

26 approved by the society. 

27 b. At least ten subordinate ~edges have been establisr.ed 

28 into which the five hundred applicants have been adnitted. 

29 c. A list of the applicants has been submitted to the 

30 corr~issioner, under oath of the president or secretary, or 

31 corresponding officer of tr.e society, giving the applica~ts' 

32 names and addresses, the date each applicant was admitted, the 

33 naffie and number of the subordinate lodge of which each 

34 applicant is a member, the amount of benefits to be granted, 

35 and the premiums for the benefits. 

-9-
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1 d. It has been shown to the commissioner, by sworn 

2 sta~emen: of the treas~rer, or corresponding officer of the 

3 society, ~hat at least one thousand applicants have each paid 

4 in cash at :east one regular monthly premium, which premiums 

5 :n the aggregate shall amount to at least three hundred 

6 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 shall be returned to 
the respective applicant. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

5. The com~issioner may make an examination and requ:re 

~urther information as the co~~issioner deems advisable. Upon 

presentation of satisfactory evidence that the society has 

complied with all applicable provisions of law, :he 

corr~issioner shall issue to the society a certificate of 

authority and the society is 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 certiEicate. The co~~issioner shall cause a 

record of each certificate of authority to be made. A 

21 certified copy of the record shall be accepted in evidence 

22 with like effect as the original certificate of authority. 

23 6. An incorporated society authorized to transact business 

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

25 required to reincorporate. A certified copy of the current 

5c~Q 26 chapters of incorporation of an existing society shall be 

27 filed with the commissioner and the corr~1ssioner may request. 

28 additional records as the co~~issioner deems necessary before 

29 issuing a certificate of authority to an existing society. 
30 Sec. :2. ~EW SECTION. 512 B. 12 Al-IENDMENTS TO LAWS • 

31 A domestic society may amend its :aws in accordance 

32 with the provisions of its :aws by action of its supreme 

33 governing body at any regular or specia: meeti~g or, i: its 

34 laws so provide, by referendum. A referenduu nay be held 1n 

35 accordance with the provisions of the society's laws oy the 
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~ vote o~ tte vo:i~g members of the society, by ~he vote of 

2 de:egates o~ cepresentatives of voting ~embers, or by the vote 

3 ot :ocal lodges. A society ~ay provide fot voting by ~ai:. 

4 An ame::d:ne:::: s~b:nitted for adoptio:1 by refere:1durn shall ~.ot be 

5 adopted ~nless, within six months from the date of submission 

6 of the referendum, a majority of the members voting have 

7 signified the~r consent to the amendment by one of the methods 

8 specified in this s~bsection. 

9 2. An amendment to the laws of a domestic society sha:l 

10 ~ot take eE:ect ~nless approved by the co~~issione~. T~e 

~~ co~nissicner shal: approve an amendment if the ccnmiss~one~ 

lZ Einds that it has been du:y adopted and is not inconsis~e::t 

:3 w1th the laws oE this state or with the character, objects, 

14 and purposes of the society. An amend:nen~ shall be co::sidered 

15 approved, 'clnless the commissioner disapproves the amendrr.er.t in 

16 writing, within thirty days after ~he filing of the amend~ent . 

:7 The disapproval of the corr~issioner shall be in writing and 

18 :na~:ed to the secretary or corresponding officer of the 

:9 society at its 9ri~cipal of:ice. If the corr.miss.:.one:-

20 disap9roves an ame~dment, the reasons for disapproval sha:i be 

21 stated i~ ~he written notice. 

22 3. Within ninety days from the approval of an ame::dment by 
23 the corruniss ioner, ::he amend:nent, or a synopsis of i_ t 1 shall be 
24 furnished to all members of the society either by mail or by 
25 publica~ion in :ull in the official publication of the 

27 

28 

29 

30 

Jj_ 

26 soc~ety. The affidavit of an officer of the society or of 

anyone authorized by the society to :nail an amendment or 

synopsis of an amendment, stating facts whic~ demonstrate 

comp"iance with this subsec~ion, ~s prima facie ev~dence that 

the amendment or synopsis has been f~rnished to the 
addressees. 

32 

33 

34 

35 

4. A foreig~ or a:ien society authorized to do b~siness in 

th:s state shal: fiie \·lith the commissior.er a d~.;ly certified 

copy o: all amendments of its laws within thir:y days a:ter 
their enact:ne!'lt. 
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5. Printed copies o: the laws as amended, certified by the 

secretary, or correspondi~g of:1cer of the society, are prima 

~acie evidence of the legal adoption o~ the laws and 

arr.e~d:ne:-:ts. 

Sec. 13. NEW SECTION. 5123.13 INSTITUTIONS. 

A society may create, ma:ntain, and operate, or may 

establish organizations to operate, not-for-profit 

institutions to fur:her tb.e purposes permitted by sect:on 

9 5128.5, subsec~ion 1, paragraph ''b". The institutions may 

10 furnish services free or at a reasonable charge. Any real or 

11 personal proper~y owned, held, or leased by ~r.e society for 

l2 this purpose shall be reported Ln every annual statemen:. A 

13 

14 

15 

16 

17 

18 

~9 

20 

21 

22 

23 

not-for-profit institution so established is a charitable 

ins~itution with all the rights, benefits, and privileges 

given to charitable institutions under tr.e constitution and 

laws of this state. The commissioner may adopt appropriate 

rules and reporting requirements. 

Sec. 14. NEW SECTION. 5128.14 REINSURANCE. 

1. \domestic society may, by a reinsurance agreement, 

cede anJ individual risk or risks in whole or in part to an 

insurer, other than another fraternal benefit society, havi:-:g 

the power to make such reinsurance agreements and authorized 

to do business in this state, or iE not so authorized, one 

24 which :s approved by the co~~issioner; but a society shall not 

25 reins~re substantially all of its insurance in force without 

26 the wr:tten permission of the commissioner. It may take 

27 credit for the reserves on ceded risks to the extent 

28 reins~red, but credit shal! not be allowed as an admitted 

29 asset or as a deduction from liability, to a ceding society 

30 for reinsurance made, ceded, renewed, or otherwise becoming 

31 effective after cb.e effective date of this Act, unless the 

32 reinsura~ce is payable by the assuming insurer on the basis of 

33 tr.e liabi:~ty of the ceding society under the contract or 

34 contracts reinsured without diminution because of the 

35 insolvency of :he ceding society. 
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l 2. Notwithstandi~g the l~rnitation in subsectio~ l, a 

2 socie~y may ~eins~re the ~isks of another society in a 

3 consolidation or me:ger approved by the corr~issioner ~nder 

4 sect:on 5129.15. 

5 Sec. :5. NEW SECTION. 5129.15 CONSOLIDATIONS AND 

6 MERGERS. 

7 1. A domestic society may consolidate or merge wi~~ a 

5~o 8 domestic or :oreign society by complying with this section. 

9 The society shall file with the corr~issioner all of :he 

10 following: 

ll a. A certified copy of the written contract containing in 

:2 full ~he terms and conditions of the consolidation or ~erge~. 

13 b. A sworn statement by the president and secretary, or 

14 corresponding officers of each society, showing the financial 

15 condition of the soc:ety on a date fixed by the commissioner. 

15 c. A certificate of each officer submitting a sworn 

17 statement pursuan: to paragraph ffbff, duly verified, that the 

18 consolidation or merger contract has been approved by a twc-

19 thirds vote of the supreme governing body of each society, the 

20 vote having been conducted at a regu~ar or special meeting of 

21 each such body, or, if the society's laws so permit, by mai". 

22 d. Evidence that at least sixcy days prior to ~he action 

23 of the supreme governing body of each society to approve the 

24 consolida~ion or merger contract, the text o: the cont~act has 

25 been furnished to all members of each society either by mail 

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

27 society. 

28 2 . :f the commissioner finds :ha~ the contract is in 

29 conformity with this section, that the financial statements 

30 are correct, and :hat the consolidation or merger is just and 

Jl equitable to :he members of each society, th~ commissioner 

32 shal" approve the contract and issue a cert~ficate to that 

33 eEEec~. Upon the cc~~issioner's approval, the contract shall 

34 be in fu!l force and effect unless a society which is a party 

35 to the contract is incorporated under the laws of another 
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•Al state. In that ever.t the consolidation oc merger shall not Sc~ 
2 become effective unless and until it has been approved as 

3 provided by the laws of the other state and a certificate of 

4 approval has been filed with the commissioner of this state 

5 or, if the laws of the other state contain no equivalent 

6 provision for issuing a certificate of consolidation or 

7 merger, then the consolidation or merger shall not become 

8 effective unless and until it has been approved by the 

9 commissioner of the other state and a certificate conforming 

10 with the laws of this state has been filed with the 

11 commissioner. If the contract is not approved it shall be 

12 inoperative, and the fact of submission and its contents shall 

13 not be disclosed by the commissioner. 

14 3. Upon the consolidation or merger becoming effective, 

15 all the rights, franchises, and interests of the consolidated 

16 or merged societies in and to every kind of property, real, 

·•

8

7 personal, or mixed, belonging to the societies shall be vested 

in the successor society without any other instrument, except 

19 that conveyances of real property may be evidenced by proper 

20 deeds. The title to real property or an interest in real 

21 property, vested under the laws of this state in any of the 

22 societies consolidated or merged, shall not revert or be in 

23 any way impaired by reason of the consolidation or merger, but 

24 shall vest absolutely in the successor society. 

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

26 person authorized by the society to mail a notice or document, 

27 stat:ng that the not1ce or document has been duly addressed 

28 and mailed, is prima facie evidence that the notice or 

29 docu~ent has been furnished the addressees. 

30 Sec. 16. ~EW SECTION. 5123.15A CONVERSION OF FRATERNAL 

31 BENEFIT SOCIETY INTO A ~UTUAL LIFE INSURANCE COMPP..NY. 

32 A domestic :raternal benefit society may be converted and 

33 licensed as a mutual life insurance company by compliance w1th 

-: all the requirements of the general ~nsurance laws for mu:~al 

life 1nsurar.ce companies. A plan of conversion shall be 
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L ?~epared in ~riting by the beard of d~rectors sett~ng fort~ in 

2 f~:l the terms and conditions of conversion. The a~Eir~ative 

3 vote of two-:hirds of all members of the supreDe gover~ing 

4 oody at a regu:ar or special meeting is necessary for :he 

5 approval of the plan of conversion. A conversion shall not 

6 take ef:ect unless and until approved by the comnissioner. 

7 The corr~issioner may give approval for the conversion if the 

8 co~~issioner finds that the proposed change is in conformity 

9 with the requirements of law and not prejudicial to the 

lO certificate holders of the society. 

ll SUBCHAPTER !V 

12 CONTRACTUAL BENEFITS 

~3 Sec. 17. NEW SECTION. 5l2B.l6 BENEFITS. 

14 1. A society may provide any or all of the following 

15 contractual 6ene:its in any form: 

16 a. 

17 b. 

18 c. 

19 d. 

20 e. 

21 : 

Death benefits. 

Endowment benefits. 

Annuity benefits. 

Temporary or permanent disability benefits. 

Hospital, medical, or nursing benefits. 

Monument or tombs:one benefits to the memory of 

22 deceased mem6ers. 

23 g. 0ther benefits authorized for life insurers and which 

24 are not inconsistent with this chapter. 

25 2. A society shall specify in its regulations those 

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

27 benefits in subsection 1, consistent with providing benefits 

28 to ~embers and their dependents. A society may provide 

29 ber.e~its on the lives of children under the minimum age fer 

30 ad~l: membership ~pon application o: an adult person. 

31 Sec. 18. NEW SECTION. 5128.17 BENEF:C:ARIES. 

32 The owner of a benefit contract may change the 

33 beneficiary or beneficiaries in accordance with the laws or 

34 regulations of the society unless the owner waives ~his right 

3~ by specifically requesting in writing that t~e beneficiary 
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l desig~ation be irrevocable. A society may, through its laws 

2 or regulations, limit the scope of beneficiary designations 

3 and shall provide that a revocable benef:ciary shall not have 

4 or obtain a vested interest in the proceeds of a certificate 

5 until the certificate has become due and payable in conformi:y 

6 with the benefit contract. 

7 2. A society may make provision for the payment of funeral 

8 benefits to the extent of the portion of a payment under a 

9 certificate which reasonably appears to be due to a person 

10 equitably entitled to the benefit by reason of having incurred 

11 expense occasioned by the burial of the member. However, the 

12 portion so paid shall not exceed the sum of one thousand 

13 dollars. 

14 3. If, at the death of a person insured under a benefit 

15 contract, there is no lawful beneficiary to whom the proceeds 

16 are payable, the amount of the benefit, except to the extent 

17 that funeral benefits may be paid pursuant to subsection 2, 

18 shall be payable to the estate of the deceased ins~red the 

19 same as other property noc exempt. However, if the owner of 

20 the certificate is other than the insured, the proceeds are 

21 payable to the owner. 

22 Sec. 19. NEW SECTION. 5128.18 BENEFITS NOT ATTACHABLE. 

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

24 provided, or rendered by a society, is not liable to 

25 attachment, garnishment, or other process, or to be seized, 

26 taken, appropriated, or applied by any legal or equitable 

27 

28 

29 

30 

31 

32 

33 

34 

35 

process or operation of law to pay a debt or liability of a 

member or beneficiary, or any 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. 5123.19 THE BENEFIT CON~RACT. 

l. A society authorized to do business in this state shai: 

1ssue to each owner of a benefit con:ract a cer::ficate 

specifying the amoun: of ber.efits provided pursuant to the 

benefit contract. The certificate, together with any riders 

-16-



S.?. 9)\QD H.F. 

1 or endorsemen~s attached to the certificate, the laws of :he 

2 society, •he application for membership, the appllcat~on for 

3 i~surance and declaration of insurability, i~ any, signed by 

~ the applicant, and all amendments, constitute the benefit 

5 contract, as of the date of issuance, between :he society and 

6 the owner, and the certificate sha~l so state. A copy of the 

7 appl:cation for :nsurance and declaration of insurability, if 

8 any, shall be endorsed upon or attached to the certificate. 

9 Statements on the application are representations and not 

:o warranties. A waiver of this provision is void. 

ll 2. Additions or amendments to the laws of a society duly 

12 made or enacted subsequent to the issuance of the certificate, 

13 b1~d the owner and the beneficiaries, and govern and control 

c4 the benefit contract in all respects the same as though the 

15 additions or amendments had been made before and were in force 

16 at the time of the application for insurance, except :hat an 

l7 addition or amendment shall not destroy or diminish benefits 

~8 which the society contracted to give the owner as of the date 

19 of iss'-lance. 

20 3. 

21 before 

A person upon whose life a benefit contract is issued 

the person attains the age of majority is bound by the 

22 terms of the application and certificate and by all the laws 

23 and regulations of the society to the same extent as though 

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

25 appLcation. 

26 4. A society shall provide in its laws that if its 

27 reserves as to all or any class of certificates become 

28 impaired, its supreme governing body or board of direccor5 may 

29 requ:re that there be paid by the owners to the society the 

30 amount of the owners' equitable proportion of the deficiency 

3L as ascertained by its governing body or board, and that if the 

32 payment is not made either of the following wiil apply: 

33 a. The required pay~ent or assessmer.t shall stand as an 

34 indebtedness agair.st the certificate and draw interest not to 

35 exceed the rate specified for certificate loans under the 
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1 certificates. 

2 b. In lieu of or in combination with paragraph "a'', the 

3 owner may accept a proportionate reduction in benefits under 

4 the ce:tificate. 

5 The society may specify the manner of the election and 

6 whlch alternative is to be presumed if no election is made. 

7 s. Copies of any of the documents mentioned in this 

8 section, certified by the secretary or corresponding officer 

9 of the society, shall be received in evidence of the terms and 

10 conditions of the documents. 

ll 6. A certificate shall not be delivered or issued for 

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

13 filed with the commissioner in the manner provided for like 

14 policies issued by life insurers in this state. A life, 

15 accident, health, or disability insurance certificate and an 

16 annuity certificate issued on or after one year from the 

17 effective date of this Act shall meet the standard contract 

18 provision requirements not inconsistent with this chapter for 

19 like pocicies issued by life insurers in this state, except 

20 that a society may provide for a grace period for payment of 

2l premiums of one full month in its certi~icates. The 

22 certificate shall also contain a provision stating the amount 

23 of premiums which are payable under the certificate and a 

24 provis~on reciting or setting forth the substance of any 

25 sections of the society's laws or regulations in force at the 

26 time of issuance of the certificate which, if violated, will 

27 result :n the termination or reduction of benefits payab~e 

28 under the certi:icate. If the laws of the society provide fer 

29 expulsion or suspension of a member, the certificate shall 

30 also contain a provision that any member expe~~ed or 

3l suspended, except for nonpayment of a premium or within the 
32 

33 

34 

35 

contestable 

applica::ion 

certificate 

premium. 

period for material misrepresentation in the 

for membership or insurance, ~ay maintain the 

in force by continuing payment of the required 
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7. A benefit ccnt:act issued on the :ife of a pe:son belo~ 

2 the soc~ety's mini~um age for ad~l: membership may prov~de for 

3 tcansfer of control of ownership to the insured at an age 

~ spec:f1ed ir tne certificate. A soc~ety may cequire approval 

5 o: an application for memoership :n order to effect this 

6 transfer, and may provide in al: other respects for the 

7 regu:ation, government, and control o: such certificates and 

8 the rights, obligations, and liabilities incident to, or 

9 connected with, the benefit contract. Ownership rights prior 

10 ~c a ~ransfer shall be specified i~ the certi:icate. 

ll 8. A society may specify the terms and condit:ons on which 

12 benefit contracts may be assigned. 

13 Sec. 21. NEW SEC~:ON. 5128.20 NONFORFEITURE BENEF:TS, 

l~ CASP. S:JRRENDER VA'-'0ES, CERTIFICATE LOANS, AND OTHER OPTIONS. 

15 " . For certi:icates issued before the effective date of 

16 this Act, the value of every paid-up nonforfeiture benefit and 

17 the amount of any cash surrendered value, loan, or other 

18 option granted shall comply with chapter 512, Code 1989. 

19 2. For cectificates issued on or after the e:fective date 

20 of this Act for which reserves are computed on the 

21 cowmissioner's 1980 standard mortality table, or any more 

22 ~ecent table made applicable to life insurers, every paid-up 

23 nonforfeiture benefit and the amount of any cash surrender 

24 value, loan, or other option granted shall not be less than 

25 the corresponding amount ascertai~ed in accordance with the 

26 :aws of this state appl1cable to life insurers issuing 

27 pol:cies containing :ike benefits based upon the same tables. 

28 SUBCHAPTER V 

29 FINANCIAL REQUIREMENTS 

30 Sec. 22. NEW SECTION. 5128.21 INVESTMENTS. 

31 A society shall invest its fur.ds only as authorized by the 

32 :aws of this state for the investment of assets of life 

33 insurers and subject to the same lim::ations. A foreign or 

34 alien society permitted or seeking to do business in this 

35 state wh1ch :nvests its ~unds in accordance with the laws of 
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-/·o.,o l tr.e state in which it 1s incorporated, shall be held to meet 

2 the req~irements of this section for the investment of funds. 

3 A society organized under the laws o~ this state shall deposit 

4 securities as required of life insurance companies pursuant to 

5 section 511.8, subsection 16. 

6 Sec. 23. NEW SECTION. 5128.22 FUNDS. 

7 l. All assets shall be held, invested, and disbursed for 

8 the use and benefit of the society and a member or beneficiary 

9 shall not have or acquire individual rights in the society's 

10 assets or become entitled to an apportionment on the surrender 

ll of any part of the socie:y's assets, except as provided in the 

12 benefit contract. 

13 2. A society may create, maintain, invest, disburse, and 

14 apply any special fund or funds necessary to carry out any 

15 purpose permitted by the laws of the society. 

16 3. A society may, pursuant to resolution of its supreme 

17 governing body, establish and operate one or more separate 

18 accounts and issue contracts on a variable basis, subject to 

19 the law regulating life insurers establishing equivalent 

20 accounts and issuing equivalent contracts. To the extent the 

21 society deems it necessary in order to comply with any 

22 applicable federal or state laws, regulations, or rules, the 

23 society may adopt special procedures for the conduct of the 

24 business and affairs of a separate account; may, for persons 

25 

26 

27 

ha'll ng 

voting 

rig!-: ts 

beneficial interests in the account, provide spec~al 

and other rights, including without limitation, special 

and procedures relating to 1nvestment policy, 

28 investment advisory services, selection of certified public 

29 accountants, and selection of 8 cowmittee to manage the 

30 business and affairs of the account; and ~ay issue contracts 

31 on a variab:e basis to which section 5123.19, subsections 2 

32 and 4 shal: not apply. 

33 

34 

35 Sec. 24. 

SUBCHAPTER VI 

REGULATION 

NEW SECTION. 5128.23 VALUATION. 

-20-



S.F. ::: • !: • 

1 1. Sta~da~ds o~ valuatic~ Ear cer~1~icates iss11ed beto~e 

2 the e~~ectiue date of this Act are those prov~ded by c~ap:e~ 

3 s:2, Code 1989. 

4 2. T~e mi~i~um sta~dards oE valuation for certificates 

5 ~ssLed on 2r after the effective date of :his Act sha~l be 

6 based o~ the followi~g tables: 
, 
' a. =c!:" cer:if:.cates oE li!:e ins~rar;ce, the cc::-~iss.:.or-.e:-'s 

8 ~980 standard ordi~ary ~ortality table o: a~y ~ere recent 

9 taole xade applicable tc life insurers. 

b. Fo~ annu~:y and p~!e endowment certificates, for total 
11 and permane~t d~sability be~ef~ts, Eo~ acciden~al death 

~2 be~e~its a~d for nonca~cellab:.e accide~t a~d health bene~its, 

13 ~he tables autho~ized 

:4 Pa~agrapts ''a'' and 

Ear ~se by life i~surers in t~~s state. 

''b'1 are ~nder valuatio~ ~e:hcds and 

15 s~a~dards, includi~g interest ass~mptions, in accordance ~lth 

l6 the :aws of ~his state applicable to life insu~ers issui~~ 

:7 policies containing !ike benefits. 

~8 3. The cc~missione~ may, :n the cow~issic~er's d:scret~o~, 

:3 accept ar.othe:- sta~da::-d for vaL:ation if :~e comnissioner 

20 ~inds tr.a~ the reserves produceC by the o:~er star.dard w;~, 

2l not be less in the aggregate than reserves comp~ted in 

22 accordance ~ith the minimum valuation standards prescribed by 

23 subseccion 2. The co~~issioner may, in the commissioner's 

24 discretion, vary the standards of mortality applicable to all 

25 benefit contracts on substandard ~ives or other extra 

26 hazardous lives by any society authorized to do business :n 

27 this state. 

28 4. A society, with the consent of the co~~issioner of 

29 insurance of the state of domici~e of the society and under 

30 condi:ions which the commissioner may impose, may establish 

31 and maintain rese:-ves on its certificates in excess of the 

32 reserves other~ise required, but the contractual eights of a 

33 benefit member shall not be affected by the excess reserves. 

34 Sec. 25. NEW SECTION. 5i28.24 RE?OR~S. 

35 Reports shall be filed in accordance with this section. 
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l. A socie~y transacting business in this state, on or 

2 before ~arch l annaally, unless for cause shown the time has 

3 bee~ ex:ended by the commissioner, shall file with the 

4 comr.l.~ssioner a true sta:eme:-1t of .:.ts fi:1ar-.cial condition, 

5 transactions, and a:fairs for the preceding calendar year and 

6 shall pay a fee of twenty-five dollars. The statement shall 

7 be in general form and content as approved by the national 

8 association of insurance commissioners for fraternal benefit 

9 societies and shall be supplemented by additional information 

10 as adopted by rule of the commissioner. 

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

12 before March 1, file with the commissioner of insurance a 

13 valuation of its certificates in force on the last preceding 

:4 December 31. However, the commissioner may, for cause shown, 

15 extend :he time for filing the valuation for not more than !::: w·o 

16 calendar months. The valuation shall be done in accoraar:ce 

17 with the standards specified in section 5128.23. The 

18 valuation and underlying data shall be certified by a 

19 qualified actuary or, at the exper:se of the society, verified 

20 by the actuary of the department of insurance of the state of 

21 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 forfei~ one hundred dollars for each day during which the 

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 S2CTION. 5128.25 ANNUAL LICENSE. 

29 A society which is authorized to transact business 1n this 

30 state on the effec:ive date of this Act, ar.d a society 

31 licensed on or after the effective date of this Act, may 

32 continue ~n business until Apr:l 30, 199l. The author~ty o: 

33 the society may thereafter be renewed annually. A license 

34 terminates on the succeeding April 30. However, a license 

35 issued shall cor.t:nue in full force and effect until a new 
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• license ~s issued or specifical:y ref~sed. For each license 

2 or renewal ~he socie:y shal: pay the co~nissioner a fee of 

3 twenty-five dol~ars. A duly certified copy or duplicate of 

4 the ::cense is prima :ac~e evidence :hat the licensee is a 

5 frate:nal benefit society within the meaning of this chapte:. 

6 Sec. 27. NEW SECTION. 5128.26 EXAMcNATION OF SOCIETIES -

7 - NO AuVERSE P~8LICATIONS. 

8 ~he commissioner, or the corr~issioner's designee, ~ay 

9 examine a domestic, foreign, or alien society transacting or 

10 applying for admission to transact business in this state in 

ll :he same manner as authorized for examination of a do~estic, 

12 fore1gn, or alien insure:. Requirements o: notice and an 

lJ opportunity to respond before findings are made public as 

14 provided in the laws regulating insurers are also applicable 

15 to the exam:naticn of a society. 

16 2. ~he expense of each examinatcon and of each valuation, 

17 including compensation and actual expense of examiners, shall 

18 be paid by the socie:y examined or whose certificates are 

19 valued, upon statements furnished by the commiss:oner. 

20 Sec. 28. NEW SECTION. 5128.27 FOREIGN OR ALIEN SOCIE~Y -

21 - ADMISSION. 

22 A foreign or alien society shall not transact busin~ss in 

23 this scate tvithout a lice:1se issued by the commissioner. A 

24 society desiring admission to this state shall substantially 

25 comply with the requirements a~d limitations of this chapter 

26 app:icable to domestic societies. A society may be licensed 

27 to t:ansact business in this state upon ~iling with :he 

28 corr~1ssioner all of the following: 

s~~c 29 1. A duly certified copy of its c~apters of incorporation. 

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

31 corresponding officer. 

32 3. A power of attorney to the co~~issioner o: insurance as 

33 prescribed in section 5128.33. 

34 4. A statement of its busi~ess under oatn of its president 

35 and secretary or corresponding offic··rs 1n a form prescribed 
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1 by the co~~issioner, duly verified by an examination made by 

2 the supervising insurance official of its state of domicile, 

3 satisfactocy to the commissioner. 

4 5. Certification from the proper officia: of ~ts state of 

5 domicile that the society is legally incorporated and licensed 

6 to transact business in that state. 

7 6. Copies of its certificate forms. 

8 7. Other information the commissioner requires. 

9 8. A showing that its assets are invested in accordance 

10 with this chapter. 

11 Sec. 29. NEW SECTION. 5l2B.28 INJUNCTION -- ~IQUI~ATION 

12 RECEIVERSHIP OF DOMESTIC SOCIETY. 

13 1. When the co~~issioner upon investigation finds that a 

14 domestic society has exceeded its powers; failed to comply 

lS with a provisior. oE this chapter; failed to fulfill a contract 

16 in good faith; failed to maintain a membership of not less 

17 than four hundred after an existence of one year or more; or 

18 conduc:ed business fraudulently or in a manner hazardous to 

l9 its members, creditors, the public, or the business, the 

20 commissioner shall notify :he society of the deficiency or 

21 deficiencies and state in writing the reasons for the 

22 co~~issioner's dissatisfaction. The commissioner shall a: 

23 

24 

25 

once issue 

deficiency 

the notice 

a written notice to the society requiring that the 

or deficiencies which exist be corrected. After 

of deficiency the society has a thirty-day period 

comply 1vi th the commissioner's request for 

27 correction, and if the society fails to comply the 

26 1n which to 

28 commissioner shall notify the society of a finding of 

29 noncompliance and require the society to show cause on or 

30 before a date named why it should not be enjoined from 

31 carrying on any business unti: the violation complained of has 

32 been corrected, or why an action seeking other legal or 

33 equitable relief should not be commenced against the society. 

34 2. If by the date named to show 

35 present good a~d sufficient reasons 
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!. er.joined or ~.vhy an actior. should not be conrr.e:1ced, the 

2 co~~:ss1cne: may present the facts relating to :he soc:ety to 

3 th<> attorney ge:-1eral who shaL: com;npnce an actior: to enjoi:< 

~ t~e socie~y from transacting business or other action 

5 requested by the cow~issioner. 

6 3. The court in which an action is corr~enced pursuant to 

7 s~bsection 2 shall notify the officers of the society of a 

8 hearing. If after a full hear:ng it appears that the society 

9 should be enjoined or :iquidated or a receiver appointed, or 

10 other legal cr equitab:e relief awarded, the court shall enter 

l~ the necessary order. A society so enjoined does not have the 

:2 authority to do bus:ness unless and until all of the follow:ng 

13 conditions are satisfied: 

14 a. The cow~1ss1oner finds :hat the violation complained of 

15 has been corrected. 

16 b. The costs of the action, including reasonable attorney 

:7 fees for the state's attorneys and expenses related to the 

18 case in which the injunction was entered, have been paid by 

19 :he society if the court finds that the society was in default 

20 as alleged. 

2l c. The court has dissolved its injunction. 

22 d. The commissioner has reinstated the certificate of 

23 authority of the society. 

24 4. If the court orders the society liquidated, it shall be 

25 enjoined from carry1ng on any further business, and the 

26 rece1ver of the society shall proceed at once to take 

27 possession of the books, papers, money, and other assets of 

28 the society and, under the direction of the court, proceed to 

29 c:ose the affairs of the society and to distribute its funds 

30 to those entitled to them. 

3l 5. If a receiver is to be appointed for a domestic 

32 society, the court shall appoint the corr~issioner of insurance 

33 as the receiver. 

34 6. The provisior.s of this seccion relating to hearing by 

35 the commissioner, action by the attorr.ey ger.eral at the 
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l request of the cormnissioner, heari:-:g by the court, i:1ju:1ction, 

2 and recelvership are applicable ~o a soc~ety ~hich voluntarily 

3 deter~ines to discont1nue business. 

4 Sec. 30. NEW SECTION. 5128.29 SUSP~NSION, REVOCATION, OR 

5 ~EFUSAL OF LICENSE OF FOREIGN OR ALIEN SOCIETY. 

6 l. When the commissioner upon in•;est:.gation :inds that a 

7 foreign or alien society transacting or applying to transact 

8 business in this state has exceeded its powers; failed to 

9 comply with a provision of this chapter; failed to fulfill a 

10 contract in good faith; or conducted its business fraudu~entiy 

11 or in a manner hazardous to its members or creditors or the 

12 public, the commissioner shall notify the society of the 

13 deficiency or deficiencies and state in writing the alleged 

14 facts or circumstances constituting a deficiency. The 

15 corr~issioner shall at once issue a written notice to the 

16 society requiring that the deficiency or deficiencies which 

17 exist be corrected on or before thirty days from entry o: the 

18 notice of deficiency. After notice the society has a thirty-

19 day period in which to comply with the co~~issioner's request 

20 for correction, and if the society :ails to comply the 

21 commissioner shall notify the society of a finding of 

22 noncompliance and require the society to show cause on or 

23 before a date named why its license should not be suspended, 

24 revoked, or refused. If, on or before the date named, the 

25 society does not present good and sufficient reason ~hy its 

26 ~icense to do business in this state should not be suspended, 

27 revoked, or refused, the commissioner may suspend or refuse 

28 the license of the society to do business in this state unti: 

29 evide:-:ce satisfactory to the commissioner 1s furnished to the 

30 comm1ss:oner tha: the suspension or refusal should be 

31 withdrawn or the commissioner may revoke the license of the 

32 society to do business in this state. 

33 2. A soc!ety whose.license to do business in this sta:e is 

34 suspended, revoked, or refused pursuant to subsection 1 shall 

35 continue in good faith all contracts made in this state d~ring 

-26-



:L F. 

1 the ti~e the soc:ety was lega:ly aut~orized to transact 

2 business ~n this state. ~ack of authority to transact 

3 business within the state is ~ot a 2~fense to at! action by a 

4 person against che society to en~orce a contract entered ~nto 

5 by the soc~ety without compliance with this chapter, or prior 

6 applicable law. 

7 Sec. 31. NBW SECTION. s:2B.30 STANDING. 

8 A peti:ion or complaint for injunction against a domestic, 

9 foreign, or alien society, or lodge shal: not be recognized in 

10 a cour: of this state unless made by the attorney general upon 

ll request of the commissior.er. 

Sec. 32. NEW SECT:ON. 5l2B.3l LICENSING OF AGENTS. 

' ~ . Agents of societies shall be licensed in accordance 

14 w~th chapter 522 regulating the :icensir.g, revocation, 

15 suspension, or termination of license of resident and 

16 nonresident agents, but persons who were agents of a society 

17 on or before July 1, 1970, are not required to take an 

18 exam1nation. 

19 2. An examination or license shall not be requ~red of a 

20 regular salaried officer, employee, or me~ber of a licensed 

21 socie~y who devotes substantially all of the person's services 

22 to activities other than the solicitation of ~raternal 

23 insurance contracts from the public, and who does not receive 

24 for the solicitation of such contrqcts a commission or other 

25 compensat:on directly dependent upon the amount of business 

26 obtained. 

27 Sec. 33. NEW SECTION. 5128.32 UNFAIR MET~ODS OF 

28 COMPETITION AND UNFA.i:R AND OECEPTIVE ACTS AND ?RAC'C'ICES. 

29 A society is subject to chapter 5078 relating to unfair 

30 insurance :rade practices. However, chapter 5073 does not 

31 apply ~o or affect the right of a society ~o determine its 

32 eligibility requirements for membership, and does not apply to 

33 or affect the offering of benefits excl~sively to members or 

34 persons eligible for membership in the society by a subsidiary 

35 corporation or affiliated organizatir~ of a society. 
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SUBCHAPTER VI I 

MISCELC,ANEOJS 

J Sec. 34. NEW SECTION. 5128.33 SERVICE OF PROCESS. 

4 "· A foceign or alien socie:y authorized to do business in 

5 tr.is state s~all appoint in writing the commissioner to be its 

6 true and lawful attorney upon whcm all lawful process in any 

7 act1on or proceeding against it shall be served, and shall 

8 agree in the wri:ten consent to process that any lawful 

9 process against it which is served on the cow~issioner shall 

10 be of the same legal force and validity as if served upon the 

11 society, and that the authority shall continue in force so 

12 long as any liability remains outstanding in this state. 

13 Copies of the appointment, certified by the commissioner, 

14 shall be deemed sufficient evidence of the appointment and 

15 shall be admitted in evidence with the same force and effect 

16 as the original may be admitted. 

17 2. Service of process shall only be made upon the 

18 commissioner, or if absent, upon the person in charge of the 

19 commissioner's office. Service shall be made in duplicate and 

20 shall constitute sufficient service upon the society. When 

21 legal process 

22 commissioner, 

23 the duplicate 

24 the secretary 

25 Service shall 

against a society is served upon the 

the commissioner shall forthwith forward one of 

copies by registeced mail, prepaid, directed to 

or corresponding officer of the society. 

not require a society to file its answer, 

26 pleading, or defense in less than thirty days from the date of 

27 ma:ling the copy of the service to a society. Legal process 

28 shall r.ot be served upon a society except in the manner 

29 provided in this section. 

30 Sec. 35. NEW SECTION. 5128.34 REVIEW. 

Jl All decisions and findings of the co~~issione~ made u~der 

32 this chapter are subject to ~eview pursuant to chapter l7A. 

33 Sec. 36. NEW SECTION. 5128.35 PENALTIES. 

34 1. A person ~~o knowingly makes a false or fraudulent 

35 state~ent or represe~tation in or relating to an application 
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l Eor merebe~ship or fo: the p~rpose of obtaining rno~ey from o~ a 

2 be~efit i:1 a society, is gui:ty of a fraudu:ent practice. 

] 2. A person who willfully ~a~es a false or fraudule~t 

4 state~en: in a veri~ied report or declaration under oath 

5 reGucred or authorized by this chapter, or of a ~atecial tact 

6 or thi~g con~ained in a sworn state~ent concerr.i~g the death 

7 or disability of an i~sured for the purpose o~ proc~ri~g 

8 pay~ent of a benefit named in the certificate, is guilty of 

9 perjury. 

lO 3 . A oerson w~o solicits membershio :or, or i~ anv mar.r.er 
' ' . 

1: assis:s :n p~ocuring xembership in, a society not l:censed to 

12 do business ~n this state, is guilty of a serious misdemeanor. 

13 4. A person gui:ty of a willful violation of, or neglect 

14 or refusal to comply with, a provision of this chapter fer 

15 wnich a penalty is not otherwise prescribed, is guilty of a 

16 simple misdemeanor. 

17 Sec. 37. NEW SECTION. 5123.36 EXEM?TION OF CER~A:N 

18 soc:;: ET I ES. 

19 This chapter does not affect or apply tc any of the 

20 Eol.:.owing: 

2: a. Grar.d or subordinate lodges of societies, orders, or 

22 associations now doing business in this state which provide 

23 benefits exclusively through local or subordinate lodges. 

24 b. Orders, societies, or associations which adm1t to 

25 membership only persons engaged in one or more crafts or 

26 haza~dous occupations, in the same or similar lines of 

27 business, ins~ring only their own members and their families, 

28 and the spouses' societies or spouses' auxiliaries to s~ch 

29 orde~s, societies, or associations. 

30 c. ~omestic societies which limit their membership to 

31 emp:oyees of a pa~ticular city or town, designated .. 
:.. 1 rrn, 

32 business ho~se, or corporation which provide for a death 

33 ber.~f:t of not more than four hundred dollars or disability 

34 benefits of not more than three hundred fifty dollars to any 

35 person in any one year, or both. 
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l d. Dcmestic societies o' associations of a purely 

2 religious, charitable, or be~evolen: description, which 

3 provide Eor a death benefit of not more :han four hundred 

4 dollars or :or disability be~efits of not more than three 

5 hundred fi:ty dollars to any one person in any one year, or 

6 both. 

7 2. A socie:y or association described in subsection 1, 

8 paragraph ''a'' or ''d'', which provides for death or disability 

9 benefits for which benefit certificates are issued, and any 

10 such society or association included in paragraph ''d'' which 

11 has more than one thousa~d members, is not exempt from this 

12 chapter but shall comply with all requirements of this 

13 chapter. 

14 3. A society which is 

15 chapter, except a society 

exempt from the requirements of this 

described in subsection 1, paragraph 

16 ''b", shall not give or allow, or promise to give or allow to 

17 any person any compensation for procuring new members. 

18 4. A society which provides for benefits in case of death 

19 or disability resul~ing solely from accident, and which does 

20 ~ot obligate itself to pay natural death or sick benefits, has 

21 all of the privileges and is subject to all the applicable 

22 provisions of this chapter and rules adopted by the commission 

23 pursuant to this chapter except that the provisions relating 

24 to medical examination, valuations of benefit certificates, 

25 and incontestability, do not apply to such a society. 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

5. The commissioner may require from a society, by 

examina~ion or otherwise, information that will enable the 

co~~issioner to determine whether the society :s exempt from 

th!.s chapter. 

6. A society exempt under this sect~on, 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, l99l. 
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l Sec. 40. 

2 The Code editor shall make conforming amendme~ts to the 

3 Code as required to correct internal references to chapter 512 

4 and designate instead new chapter 512B. 

5 EXPLANATION 

6 This bill adopts, in substance, the 1983 model fraternal 

7 code adopted by the national fraternal congress of k~erica 

8 (NFCA) as a new chapter 512B in place of the existing chapter 

9 512 governing fraternal benefit societies. Fraternal benefit 

10 societies offer benefits in the for~ of insurance to a :imited 

11 class of members and related persons and are subject to the 

12 regu.i.ation of the commissioner of insurance. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 2100 
S-5060 

1 ~~end Senate File 2100 as follows: 
2 1. Page 1, line 12, by striking the words "Alien 
3 association'' and inserting the following: "Alien 
4 society". 
5 2. ?age 1, line 24, by striking the words 
6 "Domestic association'' and inserting the following: 
7 "Domestic society''. 
8 3. Page 1, line 26, by striking the words 
9 "Foreign association" and inserting the following: 

10 "Foreign society". 
ll 4. Page 1, line 29, by striking the word 
12 "chapters" and inserting the following: "articles". 
13 5. Page 2, line 3, by inserting after the word 
14 "body" the following: "or board of directors". 
15 6, Page 3, line 2, by striking the word 
16 ''selected" and inserting the following: "elected". 
17 7. Page 3, line 14, by inserting after the word 
18 ''laws." the following: "The board of directors may 
19 appoint tne officers of the society if authorized to 
20 do so by the articles or bylaws of the society. A 
21 board of directors elected by an assembly shall have 
22 such powers authorized the board by the articles or 
23 bylaws of the society, and may or may not be a supreme 
24 governing body as described in paragraph "b", 
25 depending upon the powers authorized by the articles 
26 or bylaws." 
27 8. Page 3, line 30, by inserting after the word 
28 "body'' the following: "or board of directors''. 
29 9. Page 3, line 32, by inserting after the word 
30 "body'' the following: ", board of directors,". 
3l 10. Page 8, line 14, by striking the word ''body'' 
32 and inserting the following: "body,''. 
33 11. Page 8, line 17, by striking the word 
34- ''chapters" and inserting the Eollowing: "articles". 
35 12. Page 8, line 32, by striking the word 
36 "chapters'' and inserting the following: "articles". 
37 13. Page 9, line 7, by striking the word 
38 "chapters'' and inserting the following: ''articles''. 
39 14. Page 10, line 26, by striking the word 
40 ''chapters'' and inserting the following: "articles''. 
41 15. Page 11, line 34, by striking the word 
42 "thirty" and inserting the following: "ninety''. 
43 16. Page 13, by striking line 8, and inserting 
44 the following: ''domestic society, foreign society, or 
45 society chartered under the laws of Canada or a 
46 Canadian province or territory, by complying with this 
47 section.'' · 
48 17. Page 14, line l, by inserting after the word 
49 "state" the following: ", Canada, or Canadian 
50 province or territory''. 
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S-5060 
Page 2 

l 18. Page 20, line 1, by inser~ing after the word 
2 ''state'' the following: ''or nation''. 
3 19. Page 23, line 29, by striking the word 
4 "chapters'' and inserting the following: ''articles''. 

S-5060 FILED FEBRUARY 7, 1990 
' -~" // ~ _, . \ 

j_· •;- /.'> / 

By RICHARD RUNNING 
EMIL J. HUSAK 

t 
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SENA'I'E FILE 2/t'JIJ 
BY HUSAK, RUNNING, TIEDEN, 

WELSH, and VANDE HOEF 

(AS k~ENDED AND PASSED BY THE SENATE FEBRUARY 12, 1990) 

- New Language by the Senate 

Passed Senate, Date .:/o./i'o (..,.'/7.>) Passed House, 
' 

Date 3/p/7,:, (,. r:!.SI) 

' Vote: Ayes ,;'f Nays 

Approved 

0 Vote: Ayes 9 I Nays ---'~'------

A BILL FOR 

1 An Act relating to fraternal benefit societies, imposing 

2 penalties, and providing an effective date. 

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

4 

5 
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16 
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21 
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l SUBCHAPTER I 

2 STRUCTURE AND PURPOSE 

3 Section l. NEW SECTION. 512B.l SCOPE Of CHAPTER. 

4 Except as otherwise provided in this chapter, societies are 

5 governed by this chapter and are exempt from all other 

6 insurance laws of this state unless expressly included in this 

7 chapter, or unless specifically made applicable by this 

8 chapter. 

9 Sec. 2. NEW SECTION. 512B.2 DEfiNITIONS. 

10 As used in this chapter, unless the context otherwise 

11 requires: 

12 1. "Alien society'' means an association organized under 

13 the laws of another country. 

14 2. "Benefit contract'' means the agreement for provision of 

15 benefits authorized by section 512B.l6, as that agreement is 

16 described in section 512B.l9, subsection l. 

17 3. "Benefit member'' means an adult member who is 

18 designated by the laws or rules of the society to be a benefit 

19 member under a benefit contract. 

20 4 . ''Certificate'' means the document issued as written 

21 evidence of the benefit contract. 

22 5. "Commissioner" means the commissioner of 1nsurance or 

23 the commissioner's designee. 

24 6. "Domestic society'' means an association organized under 

25 the laws of this state. 

26 7. "Foreign society" means an association organized under 

27 the laws of another state or territory of the United States. 

28 8. "Laws'' means the society's articles of incorporation, 

29 constitution, and bylaws, however designated. 

30 9. "Lodge'' means a subordinate member unit of the society, 

31 whether known as a camp, court, council, branch, or by any 

32 other designation. 

33 10. ''Premium'' means a premium, rate, dues, or other 

34 required contribution by whatever name known, which is payable 

35 under the certificate. 
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l 11. "Regulations'' means all regulations, or resolutions 

2 adopted by the supreme governing body or board of directors 

3 ~hich are intended to have general application to the members 

4 of the society. 

5 12. ''Society'' means a fraternal benefit society, unless 

6 otherwise indicated. 

7 Sec. 3. NEW SECTION. 5128.3 FRATERNAL BENEFIT SOCISTIES 

8 DEFINED. 

9 An incorporated society, order, or supreme lodge, ~ithout 

10 capital stock, including one exempted under section 5128.36, 

ll 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 society. 

17 Sec. 4. NEW SECTION. 5128.4 LODGE SYSTEM. 

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 ch1ldren 

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 have a voice or vote in the management of 

29 the society. 

30 Sec. 5. NEW SECTION. 5128.5 REPRESENTATIVE FORM OF 

31 GOVERNMENT. 

32 A society has a representative form of government if al: 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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1 a. Assembly. The supreme governing body is an assembly 

2 composed of delegates ildlfii~:il~ directly by the members or at 

3 intermediate assemblies or conventions of members or their 

4 representatives, together with other delegates as prescribed 

5 in the society's laws. 

6 delegates by mail. The 

A society may provide for election of 

elected delegates must constitute a 

7 majority of the delegates in number and have not less than 

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

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

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

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

12 between meetings of the assembly. Vacancies on the board of 

13 directors between elections may be filled in the manner 

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

15 appoint the officers of the society if authorized to do so by 

16 the articles or bylaws of the society. A beard cf directors 

17 elected by an assembly shall have such powers authorized the 

18 board by the articles or bylaws of the society, and may ~r ma4 

19 not be a supreme governing body as described in paragraph ''b'', 

20 depending upon the powers authorized by the articles or 

21 bylaws. 

22 b. Direct election. The supreme governing body is a board 

23 of directors composed of persons elected by the members, 

24 either directly or by their representatives in intermediate 

25 assemblies, and any other persons prescri.bed in the society's 

26 laws. A society may provide foe election of the board by 

27 

28 

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

Vacancies on the board between elections may be fil!ed in the 

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

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 COtlsidered 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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l 2. The officers of the society are elected by the supreme 

2 governing body or board of directors. 

3 3. Only benefit members are eligible for election to the 

4 supreme governing body, board of directors, or any 

5 intermediate assembly. 

6 4. Each voting member has one vote. 

7 5. A voting member is not entitled to case a vote by 

8 proxy. 

9 Sec. 6. NEW SECTION. 5123.6 PURPOSES AND POWERS. 

10 l. A society shall operate for the benefit of members and 

ll their beneficiaries by fulfilling both of the following 

12 purposes: 

13 a. Providing benefits as specified in section 5123.16. 

14 b. Operating for one or more social, intellectual, 

15 educational, charitable, ber.evolent, moral, fraternal, 

16 patriotic, or religious purposes for the benefit of its 

17 members, which may also be extended to others. 

18 The purposes listed in this s~bsection may be carried out 

19 directly by the society, or indirectly through subsidiary 

20 corporations or affiliated organizations. 

21 2. A society may adopt laws and regulations for the 

22 government of the society, the admission of its members, and 

23 the management of its affairs. A society may amend its laws 

24 and regulations, and has other powers as necessary and 

25 incidental to carrying into effect the objects and purposes of 

26 the society. 

27 SUBCHAPTER II 

28 MEMBERSHIP 

29 Sec. 7. NEW SECT:ON. 5123.7 QUALIFICATIONS FOR 

30 MEMBERSHIP. 

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

32 specify all of the following: 

33 a. Eligibility standards for each membership class. If 

34 benefits are provided on the lives of children, the minimum 

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

2 b. The process for admission to membership for each 

3 membership class. 

4 c. The rights and privileges of each membership class. 

5 Only benefit members shall have the right to vote on the 

6 management of the insurance affairs of the society. 

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

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

9 insurance affairs of the society. 

10 3. Membership rights in a society are personal to the 

ll member and are not assignable. 

12 Sec. 8. NEW SECTION. 5128.8 LOCATION OF OFFICE, 

13 MEETINGS, COMMUNICATIONS TO MEMBERS, GRIEVANCE PROCEDURES. 

14 l. The principal office of a domestic society shall be 

15 located in this state. The meetings of its supreme governing 

16 body may be held anywhere the society has at lease one 

17 subordinate lodge, or in another location as determined by the 

18 supreme governing body, and all business transacted at a 

19 meeting held out of state shall be as valid in all respects as 

20 if the meeting wece held in this state. The minutes of the 

21 proceedings of the supreme governing body and of the board of 

22 directors shall be in the English lang~age. 

23 2. a. A society may provide in its laws for an official 

24 publication in which any notice, report, or statement required 

25 by law to be given to members, including notice of election, 

26 may be published. Such required reports, notices, and 

27 statements shall be printed conspicuously in the publication. 

28 If the records of a society show that two or more members have 

29 the same mailing address, an official publication mailed to 

30 one member is deemed to be mailed to all members at the same 

31 address unless a member requests a separate copy. 

32 b. Not later than June l of each year, a synops1s of the 

33 society's annual scatement providing an explanation of the 

34 facts concerning the condition of the society disclosed in the 

35 annual statement shall be printed and ma1led to each benefit 
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1 member of the society or, in lieu of mailing, the synopsis may 

2 be published in the society's official publication. 

3 3. A society may provide in its laws or regulat1ons for 

4 grievance or complaint procedures c . ... or memoers. 

5 Sec. 9. NEW SECTION. 5128.9 PERSONAL LIABILITY. 

6 l. The officers and members of tr.e supreme governing body 

7 or any subordinate body of a society are not personally liable 

8 for any benefits provided by a society. 

9 2. A person may be indemnified and reimbursed by a society 

lO for expenses reasonably incurred by, and liabilities imposed 

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

12 proceeding, whether civil, criminal, administrative, Oc 

13 investigative, or a threat of action in which the person 1s or 

14 may be involved by reason of the person being a director, 

15 officer, employee, or agent of the society or of any other 

16 legal entity or position which the person served in any 

17 capacity at the request of the society. However, a person 

18 shall not be so indemnified or reimbursed for either of tr.e 

19 following: 

20 a. In relation to any matter to which the person 1s 

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

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

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

24 subject of a compromise settlement. However, if the person 

25 acted in good faith for a purpose the person reasonably 

26 believed to be in or not opposed to the best interests of the 

27 society and, in addition, in a criminal proceeding, had no 

28 reasonable cause to be:ieve that the conduct was unlawful, 

29 paragraphs "a" and "b" do not apply. 

30 The determination whether the conduct of the person met the 

31 standard required in order to justify indemniEication and 

32 reimbursement in relation to any matter described in paragraph 

33 "a" or ''b'' may only be made by the supreme governing body by a 

34 majority vote of a quorum consisting of persons who were not 

35 parties to the proceeding or by a court of competent 
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l jurisdiction. The termination of a proceeding by judgment, 

2 order, settlement, conviction, or upon a plea of no contest, 

3 as to a person, does not in itself create a conclusive 

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

5 of conduct required in order to justify indemnification and 

6 reimbursement. The right of indemnification and reimbursement 

7 is not exclusive of other rights to which a person may be 

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

9 the person's heirs, executors, and administrators. 

10 3. A society may purchase and maintain insurance on behalf 

11 of any person who is or was a director, officer, employee, or 

12 agent of the society, or who is or was serving at the request 

13 of the society as a director, officer, employee, or agent of 

14 any other legal entity affiliated with the society against any 

15 liability asserted against the person and incurred by the 

16 person 1n any such capacity or arising out of the person's 

17 status 1n relation to the society, whether or not the society 

18 would have the power to indemnify the person against such 

19 liability under this section. 

20 4. A volunteer serving without compensation, a director, 

21 officer, employee, or member of a society, is not liable, and 

22 no cause of action may be brought, for damages resulting from 

23 the exercise of judgment or discretion in connection with the 

24 duties or responsibilities of that person for the society 

25 unless the act or omission alleged to be an exercise of 

26 judgment or discretion involved willful or wanton misconduct. 

27 Sec. 10. NEW SECTION. 5128.10 WAIVER. 

28 The laws of the society may provide that a subordinate 

29 body, or 

30 have the 

31 the laws 

32 binding 

33 member. 

34 

35 

any of its subordinate officers or members, do not 

power or authority to waive any of the provisions of 

of the society. A waiver prohibition provision is 

on the society and every member and beneficiary of a 

SUBCHAPTER III 

GOVERNJI.NCE 
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1 Sec. 11. NEW SECTION. 5129.11 ORGANIZATION. 

2 A domestic society organized on or after the effective date 

3 of this Act shall be formed as follows: 

4 1. Seven or more citizens of the United States, a majority 

5 of whom are citizens of this state, who desire to form a 

6 frater~al benefit society, may sign and file with the 

7 secretary of state and commissioner of insurance an original 

8 or copy of a document contai~ing, at minimum, the followi~g: 

9 a. The proposed corporate name of the society, which shall 

10 not so closely resemble the name of any other society or 

ll insurance company as to be mislead1ng or confusing. 

12 b. The purposes for which the society is being formed and 

13 the mode in which its corporate powers are to be exercised. 

14 The purposes shall not include more liberal powers than are 

15 granted by this chapter. 

16 c. The names and residences of the incorporators. 

17 d. ?he names, residences, and official titles of all the 

18 officers, trustees, directors, or other persons who are to 

19 have and exercise the general control of the management o: the 

20 affairs and :unds of the society for the first year or until 

21 the ensuing election at which officers shall be :lected by the 

22 supreme governing body, or board of directors, which election 

23 shall be held not later than one year from the date of 

24 issuance of the permanent certificate of authority. 

25 2. The articles of incorporation, duly certified copies of 

26 the society's regulations and laws, copies of all proposed 

27 forms of certificates, applications, and circulars to be 

28 issued by the society, and a bond conditioned upon the return 

29 to applicants of the advance premiums if the organization is 

30 not completed within one year shall be filed with the 

3~ commissioner of insurance, who may require further information 

32 as the commissioner deems necessary. The bond with sureties 

33 approved by the corr~issioner shall be in an amount, not less 

34 than three hundred thousand dollars nor more than one million 

35 five hundred thousand dollars, as required by the 
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1 commissioner. All documents filed are to be in the English 

2 language. If the purposes of the society conform to the 

3 requirements of this chapter and all provisions of the law 

4 have been complied with, the commissioner shall so certify, 

5 retain and file the articles of incorporation, and furnish the 

6 incorporators a preliminary certificate of authority 

7 authorizing the society to solicit members as provided in this 

8 chapter. 

9 3. A preliminary certificate of authority granted under 

10 this section is not valid after one year from its date or 

11 after a further period, not exceeding one year, as may be 

12 authorized by the commissioner upon cause shown, unless ~he 

13 five hundred applicants required in this section have been 

14 secured and the organization has been completed as provided in 

15 this chapter. The articles of incorporation and all other 

16 proceedings become void in one year from the date of the 

17 preliminary certificate of authority, or at the expiration of 

18 the extended period, unless the society has completed its 

19 organization and received a certificate of authority to do 

20 business as provided in this chapter. 

21 4. Upon receipt of a preliminary certificate of authority 

22 from the commissioner, the society may solicit members for the 

23 purpose of completing its organization, shall collect from 

24 each applicant the amount of not less than one regular monthly 

25 premium in accordance with its table of rates, and shall issue 

26 to each applicant a receipt for the amount so collected. A 

27 society shall not incur a liability other than for the return 

28 of advance premiums, shall not issue a certificate, nor pay, 

29 allow, offer, or promise to pay or allow, a benefit to any 

30 person until all of the following conditions are satisfied: 

31 a. Actual bona fide applications for benefits have been 

32 secured on not less chan five hundred applicants, and any 

33 necessary evidence of insurability has been furnished to and 

34 approved by the society. 

35 b. At least ten subordinate lodges have been established 
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l into which the five hundred applicants have been admltted. 

2 c. A list of the applicants has been submitted to the 

3 cow~issioner, under oath of the president or secretary, or 

4 corresponding officer of the society, giving the applicants' 

5 names and addresses, the date each applicant was admitted, the 

6 name and number of the subordinate lodge of which each 

7 applicant is a member, the amounc of benefits to be granted, 

8 and the premiums for the benefits. 

9 d. It has been shown to the comm~ssioner, by sworn 

10 statement of the treasurer, or corresponding officer of the 

ll society, that at least one thousand applicants have each paid 

12 1n cash at least one regular monthly premium, which premiums 

13 1n the aggregate shall amount to at least three hundred 

14 thousand dollars. Advance premiums shall be held in trust 

15 during the period of organization and if the society has not 

16 qualified for a certificate of authority within the time 

17 permitted by this section, each premium shall be returned to 

18 the respective applicant. 

19 5. The commissioner may make an examination and require 

20 further information as the comm1ssioner deems advisable. Upon 

21 presentation of satisfactory evidence that the society has 

22 complied with al~ applicable provisions of law, the 

23 co~~issioner shall issue to the society a certificate of 

24 authority and the society is then authorized to transact 

25 business pursuant to this chapter. A certificate of authority 

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

27 date of the certificate. The commissioner shall cause a 

28 record of each certificate of authority to be made. A 

29 certified copy of the record shall be accepted in evidence 

30 with like effect as the original certificate of authority. 

31 6. An incorporated society authorized to transact business 

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

33 required to reincorporate. A certified copy of the current 

34 artic:es of incorporation of an existing society shall be 

35 filed with the commissioner and the commissioner may request 
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l additional records as the commissioner deems necessary before 

2 issuing a certificate of authority 

3 Sec. 12. NEW SECTION. 5123.12 

to an existing society. 

AMENDMENTS TO LAWS. 

4 1. A domestic soc1ety may amend its laws in accordance 

5 with the provisions of its laws by action of its supreme 

6 governing body at any regular or special meeting or, if its 

7 laws so provide, by referend~m. A referendum may be held in 

8 accorda~ce with the provisions of the society's laws by the 

9 vote of the voting members of the society, by the vote of 

10 delegates or representatives of voting members, or by the vote 

11 of local lodges. A society may provide for voting by mail. 

12 An amendment submitted for adoption by referendum shall not be 

13 adopted unless, within s1x months from the date of submission 

14 of the referendum, a majority of the members voting have 

15 signified their consent to the amendment by one of the methods 

16 specified in this subsection. 

17 2. An amendment to the laws of a domestic society shall 

18 not take effect unless approved by the co~~issioner. The 

19 commissioner shall approve an amendment if the corr~1ssioner 

20 finds that it has been duly adopted and :s not inconsistent 

21 with the laws of this state or with the character, objects, 

22 and purposes of the society. An amendment shall be considered 

23 approved, unless the commissioner disapproves the amendment in 

24 writing, within thirty days after the filing of the amendment. 

25 The d1sapproval of the commissioner shall be in writing and 

26 mailed to the secretary or corresponding officer of the 

27 society at its principal office. If the comm:ss1oner 

28 disapproves an amendment, the reasons for disapproval shall be 

29 stated in the written notice. 

30 3. Within ninety days from the approval of an amendment by 

31 the co~~issioner, the amendment, or a synopsis of it, shall be 

32 furnished to all members of the society either by mail or by 

33 publication in full in the official publication of the 

34 society. The affidavit of an officer of the society or of 

35 anyone authorized by the society to mail an amendme~t or 
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1 synopsis of an amendme11t, stating facts which demonstrate 

2 compliance with this subsection, is prima facie evidence that 

3 the amendment or synopsis has been furnished to the 

4 addressees. 

5 

6 

7 

8 

4 . 

this 

copy 

their 

A foreign or alien society authorized to do business in 

state shall file with the commissioner a duly certified 

of all amendments of its laws within ninetx days after 

enactment. 

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

10 secretary, or corresponding officer of the society, are prima 

ll facie evidence of the legal adoption of the laws and 

12 amendments. 

13 Sec. 13. NEW SECTION. 5128.13 INSTITUTIONS. 

14 A society may create, maintain, and operate, or ~ay 

:s establish organizations to operate, not-for-profit 

l6 institutions to further the purposes permitted by section 

17 5128.5, subsection 1, paragraph ''b". The institutions may 

18 furnish services free c:: at a reasonable 

19 personal property owned, held, 

20 this purpose shal: be reported 

or leased 

charge. Any real 

by the soc:ety for 

in every annual statement. 

21 not-for-profit institution so established is a charitable 

22 institution with all the rights, benefits, and privileges 

23 given to charitable institutions under the constitution and 

24 laws of this state. The com~issioner may adopt appropriate 

25 rules and reporting requirements. 

26 Sec. 14. NEW SECTION. 5128.14 REINSURANCE. 

27 1. A domestic society may, by a reinsurance agreement, 

or 

28 cede any individual risk or risks in whole or in part to an 

29 insurer, other than another fraternal benefit society, having 

30 the power to make such reins~rance agreements and authorized 

31 to do business in this state, or if not so authorized, one 

32 which lS approved by the commissioner; but 

33 reinsure substantially all of its insurance 

34 the written permission of the commissioner. 

a society 

in force 

shall not 

without 

It may take 

35 credit for the reserves on ceded risks to the extent 
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l reinsured, but credit shall no~ be allowed as an admitted 

2 

3 

asset or as a deduction from liability, to a ceding soclety 

for reinsurance made, ceded, renewed, 

4 effective after the effective date of 

or otherwise becoming 

this Act, unless the 

5 reinsurance is payable by the assuming insurer on the bas1s of 

6 the liability of the ceding society under the contract or 

7 contracts reinsured without diminution because of the 

8 insolvency of the ceding society. 

9 2. Notwithstanding the limitation 1n subsection l, a 

10 society may reinsure the risks of a~other society in a 

ll consolidation or merger approved by the conmissioner under 

12 section 5128.15. 

13 Sec. 15. NEW SECTION. 5128.15 CONSOLIDATIONS AND 

14 MERGERS. 

15 1. A domestic society may consolidate or merge with a 

16 domestic society, foreign society, or society chartered ~nder 

17 the laws of Canada or a Canadian province or territory, by 

18 complying with this section. ~he society shall file with the 

19 commissioner all of the following: 

20 a. A certified copy of the written contract containing in 

21 full the terms and cond:tions of the consolidation or ~erger. 

22 

23 

b. A sworn statement by the president and secretary, or 

corresponding officers of each society, showing 

24 condition of the society on a date :ixed by the 

the financ:al 

commissio~er. 

25 c. A certificate of each officer 

26 statement pursuant to paragraph ''b'', 

27 consolidation or merger contract has 

submitti~g a sworn 

duly verified, that the 

been approved by a two-

28 thlrds vote of the supreme governing body of each society, the 

29 vote having been conducted at a regular or special meeting of 

30 each such body, or, if the soc~ety's laws so permit, by mail. 

31 d. Evidence that at least sixty days prior to the actio~ 

32 of the supreme governing body of each society to approve the 

33 consolidation or merger contract, the text of the contract has 

34 been furnished to all members of each society either by mail 

35 or by publication in full in the official publication of each 
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l society. 

2 2. If the corr~1ssioner finds that the contract is in 

3 conformity with this section, that the financial statements 

4 are correct, and that the consolidation or merger is just and 

5 equitable to the merr.bers of each society, the corr~issioner 

6 shall approve the contract and issue a certificate to that 

7 effect. Upon the commissioner's approval, the contract shall 

8 be in full force and effect unless a society which is a party 

9 to the contract is incorporated under the laws of another 

10 state, Canada, o~ Canadian province or cerritory. In that 

ll event the consolidation or merger shall not become effective 

12 unless and until it has been approved as provided by the laws 

13 of the other state and a certificate of approval has been 

14 filed with the commissioner of this state or, i: the laws of 

15 the other state contain no equivalent provision for issuing a 

16 certificate of consolidation or merger, then the consolidation 

17 or me:ger shall not become effective unless and until it has 

18 been approved by the commissioner of the other state and a 

19 certificate conforming with the laws of this state has been 

20 filed with the commissioner. If the contract is not approved 

21 it shall be inoperative, and the fact of submission and its 

22 contents shall not be disclosed by the commissioner. 

23 3. Upon the consolidation or merger becoming effective, 

24 all the rights, franchises, and interests of the consolidated 

25 or me~ged societies in and to every kind of property, real, 

26 personal, or mixed, belonging to the societies shall be vested 

27 in the successor society without any other instrument, except 

28 that conveyances of real property may be evidenced by proper 

29 deeds. The title to real property or an interest in real 

30 property, vested under the laws of this state in any of the 

31 societies consolidated or merged, shall not revert or be in 

32 any way impaired by reason of the consolidation or merger, but 

33 shall vest absolute:y in the successor society. 

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

35 person authorized by the society to mail a notice or document, 
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l stating that the notice or document has been duly addressed 

2 and mailed, is prima facie evidence that the notice or 

3 document has been furnished the addressees. 

4 Sec. 16. NEW SECTION. 5l2B.l5A CONVERSION OF FRATERNAL 

5 BENEFIT SOCIETY INTO A MUTUAL LIFE I~SURANCE COMPANY. 

6 A domestic fraternal benefit society may be converted and 

7 licensed as a mutual life insurance company by compliance with 

8 all the requirements of the general insurance laws for mutual 

9 life insurance companies. A plan of conversion sha~l be 

10 prepared in writing by the board of directors setting forth in 

ll full the terms and conditions of conversion. The affirmative 

12 vote of two-thirds of all members of the supreme governing 

13 body at a regular or special meeting is necessary for the 

14 approval of the plan of conversion. A conversion shall not 

15 take effect unless and until approved by the commissioner. 

16 The commissioner may give approval for the conversion if the 

17 commissioner finds that the proposed change is in conformity 

18 with the requirements of law and not prejudicial to the 

19 certificate holders of the society. 

20 SUBCHAPTER IV 

21 CONTRACTUAL BENEFITS 

22 Sec. 17. NEW SECTION. 512B.l6 3ENEFITS. 

23 1. A society may provide any or all of the following 

24 contractual benefits in any form: 

25 a. Death benefits. 

26 b. Endowment benefits. 

27 c. Annuity benefits. 

28 d. Temporary or permanent disability benefits. 

29 e. Hospital, medical, or nurs~ng benefits. 

30 f. Monument or tombstone benefits to the memory of 

31 deceased members. 

32 g. Other benefits authorized for life insurers and which 

33 are not inconsistent with this chapter. 

34 2. A society shall specify in its regulations those 

35 persons who may be issued, or covered by, the contractual 
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l benefits in subsection l, consis~ent with providing benefits 

2 to members and their dependents. A society may provide 

3 benefits on the lives of c~ildren under the minimum age for 

4 adult membership upon application of an adult person. 

5 Sec. 18. NEW SECTION. 5123.17 BENEFICIARIES. 

6 l. The owner of a benefit contract may change the 

7 beneficiary or beneficiaries in accordance with the laws or 

8 regulations of the society unless the owner waives this right 

9 by specifically requesting in writing that the beneficiary 

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

ll or regulations, limit the scope of beneficiary designations 

12 and shall provide that a revocable beneficiary shall not have 

13 or obtain a vested interest in the proceeds of a certificate 

14 until the certificate has become due and payable in conformity 

15 with the benefit contract. 

16 2. A society may make provision for the payment of funeral 

17 benefits to the extent of the portion of a payment under a 

18 certificate which reasonably appears to be due to a person 

19 equitably entitled to the 

20 expense occasioned by the 

21 portion so paid shall not 

22 dollars. 

benefit by 

burial of 

exceed the 

reason of 

the member. 

sum of one 

having incurred 

However, the 

thousand 

23 3. If, at the death of a person insured under a benefit 

24 contract, there is no lawful beneficiary to whom the proceeds 

25 are payable, the amount of the benefit, except to the extent 

26 that funeral benefits may be paid pursuant to subsection 2, 

27 shall be payable to the estate of the deceased insured the 

28 same as other property not exempt. However, if the owner of 

29 the certificate is other than the insured, the proceeds are 

30 payable to the owner. 

31 Sec. 19. NEW SECTION. 512B.l8 BENEFITS NOT ATTACHABLE. 

32 Money or other bene:it, charity, relief, or aid to be paid, 

33 provided, or rendered by a society, is not liable to 

34 attachment, garnishment, or other process, or to be seized, 

35 taken, appropriated, or applied by any legal or equitable 
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1 process or operation of law to pay a debt or liability of a 

2 member or beneficiary, or any other person who may have a 

3 derivative right, either before or after payment by the 

4 society, except as provided in sections 627.11 and 627.12. 

5 Sec. 20. NEW SECTION. 512B.l9 THE BENEFIT CONTRACT. 

6 1. A society authorized to do business in this state shall 

7 issue to each owner of a benefit contract a certificate 

8 specifying the amount of benefits provided pursuant to the 

9 benefit contract. The certificate, together with any riders 

10 or endorsements attached to the certificate, the laws of the 

11 society, the application for membership, the application for 

12 insurance and declaration of insurability, if any, signed by 

13 the applicant, and all amendments, constitute the benefit 

14 contract, as of the date of issuance, between the society and 

15 the owner, and the certificate shall so state. A copy of the 

16 application for insurance and declaration of insurability, if 

17 any, shall be endorsed upon or attached to the certificate. 

18 Statements on the application are representations and not 

19 warranties. A waiver of this provision is vo1d. 

20 2. Additions or amendments to the laws of a society duly 

21 made or enacted subsequent to the issuance of the certificate, 

22 bind the owner and the beneficiaries, and govern and control 

23 the benefit contract in all respects the same as though the 

24 additions or amendments had been made before and were in force 

25 at the time of the application for insurance, except that an 

26 addition or amendment shall not destroy or diminish benefits 

27 which the society contracted to give the owner as of the date 

28 of lssuance. 

29 3. A person upon whose life a benefit contract is issued 

30 before the person attains the age of majority is bound by the 

31 terms of the application and certificate and by all the laws 

32 and regulations of the society to the same extent as though 

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

34 application. 

35 4. A society shall provide in its laws that if its 
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1 reserves as to all or any class of certificates become 

2 impaired, its supreme governing body or board of directors may 

3 require that there be paid by the owners to the society :he 

4 amount of the owners' equitable proportion of the deficiency 

5 as ascertained by its governing body or board, and that if the 

6 payment is not made either of the following will apply: 

7 a. The required payment or assessment shall stand as an 

8 indebtedness against the certificate and draw interest not to 

9 exceed the rate specified for certificate loans under the 

10 certificates. 

ll b. In lieu of or in combination with paragraph ''a'', the 

12 owner may accept a proportionate reduction in benefits under 

13 the certificate. 

14 The society may specify the manner of the election and 

l5 which alternative is to be presumed if no election is made. 

l6 5. Copies of any of the documents mentioned in this 

17 section, certified by the secretary or corresponding officer 

18 of the society, shall be received in evidence of the terms and 

19 conditions of the documents. 

20 6. A certi~icate shall not be delivered or issued for 

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

22 filed with the corr~issioner in the manner provided for like 

23 policies issued by life insurers in this state. A life, 

24 accident, health, or disability insurance certificate and an 

25 annuity certificate issued on or after one year from the 

26 effective date of this Act shall meet the standard contract 

27 provision requirements not inconsistent with this chapter for 

28 like policies issued by life insurers in this state, except 

29 that a society may provide for a grace period for payment of 

30 premiums of one full month in its certificates. The 

31 certificate shall also contain a provision stating the amount 

32 of premiums which are payable under the certificate and a 

33 provision reciting or setting forth the substance of any 

34 sections of the society's laws or regulations in force at the 

35 time of issuance of the certificate which, if violated, will 
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l result in the termination or reduction of beneftts payable 

2 under the certificate. If the laws of the society provide for 

3 expulsion or suspension of a member, the certificate shall 

4 also contain a provision that any member expelled or 

5 suspended, except for nonpayment of a premium or within the 

6 

7 

8 

9 

contestable 

application 

certificate 

premium. 

period for material misrepresentation 1n the 

for membership or insurance, may maintain the 

in force by continuing payment of the required 

lO 7. A benefit contract issued on the life of a person below 

ll the society's minimum age for adult membership may provide for 

12 transfer of control of ownership to the insured at an age 

13 specified in the certificate. A society may require approval 

14 of an application for membership in order to effect this 

15 transfer, and may provide in all other respects for the 

16 regulation, government, and control of such certificates and 

17 the rights, obligations, and liabilities incident to, or 

18 connected with, the benefit contract. Ownership rights prior 

19 to a transfer shall be speci:ied in the certificate. 

20 8. A socie:y may specify the terms and cond1ticns on which 

21 benef1t contracts may be assigned. 

22 Sec. 21. NEW SECTION. 5128.20 NONFORFEITURE BENEFITS, 

23 CASH SURRENDER VALUES, CERTIFICATE LOANS, AND OTHER OPTIONS. 

24 l. For certificates issued before the effective date of 

25 this Act, the value of every paid-up nonforfeiture benefit and 

26 the amount of any cash surrendered value, loan, or other 

27 option granted shall comply with chapter 512, Code 1989. 

28 2. Fer certificates issued on or after the effective date 

29 of this Act for which reserves are computed on the 

30 commissioner's 1980 standard mortality table, or any more 

31 recent table made applicable to life insurers, every paid-up 

32 nonforfeiture benefit and the amount of any cash surrender 

33 value, loan, or other option granted shall not be less than 

34 the corresponding amount ascertair.ed in accordance with the 

35 laws of this state applicable to life insurers issuing 
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1 policies containing like benefits based upon the same tables. 

2 SUBCHA?TER V 

3 FINANCIAL REQUIREMENTS 

4 Sec. 22. NEW SECTION. 5123.21 INVESTMENTS. 

5 A society shall invest its funds only as authorized by the 

6 laws of this state for the investment of asse:s of life 

7 insurers and subject to the same limitations. A Eoreign or 

8 alien society permitted or seeking to do business in this 

9 state which invests its funds in accordance with :he laws of 

10 the state or nation in which it is incorporated, shall be held 

ll to meet the requirements of this section for the investment of 

12 funds. A society organized under the laws of this state shall 

13 deposit securities as required of life insurance companies 

14 pursuant to section 511.8, subsection 16. 

15 Sec. 23. NEW SECTION. 5128.22 FUNDS. 

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

17 the use and benefit of the society and a member or beneficiary 

18 shall not have or acquire individual rights in the society's 

19 assets or become entitled to an apportionment on the surrender 

20 of any part of the society's assets, except as providec in the 

21 benefit contract. 

22 2. A society may create, maintain, invest, disburse, and 

23 apply any special fund or funds necessary to carry out any 

24 purpose permitted by the laws of the society. 

25 3. A society may, pursuant to resolution of its supreme 

26 governing body, establish and operate one or more separate 

27 accounts and issue contracts on a variable basis, subject :o 

28 the law regulating life insurers establishing equivalent 

29 accounts and issuing equivalent contracts. To the extent the 

30 society deems it necessary in order to comply with any 

31 applicable federal or state laws, regulatio~s, or rules, the 

32 society may adopc special procedures for the conduct of the 

33 business and affairs of a separate account; may, for persons 

34 having beneficial interests in the account, provide special 

35 voting and other rights, including without limitation, special 
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l rights and procedures relating to investment policy, 

2 investment advisory services, selection of certified public 

3 accountants, and selection of a committee to manage the 

4 business and affairs of the account; and may issue contracts 

5 on a variable basis to which section 5128.19, subsections 2 

6 and 4 shall not apply. 

7 

8 

SUBCHAPTER VI 

9 Sec. 24. NEW SECTION. 

REGULATION 

5128.23 VALUATIO~. 

10 l. Standards of valuation for cert~ficates issued before 

ll the effective date of this Act are those provided by chapter 

12 512, Code 1989. 

13 2. The minimum standards of valuation for certificates 

14 issued on or after the effective date of this Act shall be 

15 based 

16 a. 

on the following tables: 

For certificates of life insurance, the corr~issioner's 

17 1980 standard ordinary mortality table or any more recent 

18 table made applicable to life insurers. 

19 b. For annuity and pure endowment certificates, for total 

20 and permanent disability benefits, for accidental death 

21 benefits and for noncancellable accident and health benefits, 

22 the tables authorized for use by life insurers in this state. 

23 Paragraphs ''a'' and ''b'' are under valuation methods and 

24 standards, including interest assumptions, in accordance with 

25 the laws of this state applicable to life insurers issuing 

26 policies containing like benefits. 

27 3. The commissioner may, 1n the commissioner's discretion, 

28 accept another standard for valuation if the commissioner 

29 finds that the reserves produced by the other standard will 

30 not be less in the aggregate than reserves compu,ed in 

31 accordance with the minimum valuation standards prescribed by 

32 subsection 2. The co~~issioner may, in the commissioner's 

33 discretion, va~y the standards of mortality applicable to all 

34 benefit contracts on substandard lives or other extra 

35 hazardous lives by any society authorized to do business in 
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1 this state. 

2 4. A society, with the consent of tr.e commiss1oner of 

3 insurance of the state of domicile of the society and under 

4 conditions which the commissioner may 1mpose, may establish 

5 and maintain reserves on its certificates in excess of the 

6 reserves otherwise required, but the contractual rights of a 

7 benefit member shall not be affected by the excess reserves. 

8 Sec. 25. NEW SECTION. 5123.24 REPORTS. 

9 Reports shall be filed in accordance with this section. 

10 l. A society transacting business in this state, or. or 

ll before March 1 annually, unless for cause shown the time has 

12 been extended by the commissioner, shall file with the 

13 co~~issioner a true statement of its financial condition, 

14 transactions, and affairs for the preceding calendar year and 

15 shall pay a fee of twenty-five dollars. The statement shall 

16 be in general form and content as approved by the national 

~7 association of insurance commissioners for fraternal benefit 

18 societies and shall be supplemented by additional information 

19 as adopted by rule of the co~~issioner. 

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

21 before ~arch 1, file with the commissioner of insurance a 

22 valuat1on of its cercificates in force on the last preceding 

23 December 31. However, the commissioner may, for cause shown, 

24 extend the time for filing the valuation for not more than two 

25 calendar months. The valuation shall be done in accordance 

26 with the standards specified in section 5123.23. The 

27 valuation and underlying data shall be certified by a 

28 qualified actuary or, at the expense of the socie~y, verified 

29 by the actuary of the department of insurance of the state of 

30 domicile of the society. 

31 3. A society failing to file the annual statement in the 

32 fo•m and within the time provided by this section shall 

33 forfeit one hundred dollars for each day during which the 

34 default continues, and, upon notice by the comm:ssioner to 

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

-22-



S.F. H.F. 

1 state shall cease while the default continues. 

2 Sec. 26. NEW SECTION. 5128.25 ANNUAL LICENSE. 

3 A society which lS aut~orized to transact bus~ness in this 

4 state on the effective date of this Act, and a society 

5 licensed on or after the effective date of this Act, may 

6 continue in business until April 30, 1991. The authority of 

7 the society may thereafter be renewed annually. A license 

8 terminates on the succeeding April 30. However, a license 

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

10 license is issued or specifically refused. For each license 

11 or renewal the society shall pay the commissioner a fee of 

12 twenty-five dollars. A duly certified copy or duplicate of 

13 the license is prima facie evidence that the l1censee is a 

14 frate~nal benefit society within the meaning of this chapter. 

15 Sec. 27. NEW SECTION. 5128.26 EXAMINAT:ON OF SOCIETIES -

16 -NO ADVERSE PUBLICATIONS. 

17 1. The commissioner, or the 

~8 examine a domestic, foreign, or 

commissioner's designee, may 

alien society transacting or 

19 applying for admission to transact business in this state in 

20 the same manner as authorized for examinatton of a domestic, 

21 foreign, or alien insurer. Requirements of notice and an 

22 opportunity to respond before findings are made public as 

23 provtded 1n the laws regulating insurers are also applicable 

24 to the examination of a society. 

25 2. The expense of each examination and of each valuation, 

26 including compensation and actual expense of examiners, shall 

27 be paid by the society examined or whose certificates are 

28 valued, upon statements furnished by the comm1sstoner. 

29 Sec. 28. NEW SECTION. 5128.27 FOREIGN OR ALIEN SOCIETY -

30 -ADMISSION. 

31 A foreign or alien society shall not transact business Ln 

32 this state without a license issued by the co~~issioner. A 

33 society desiring admission to this state shall substantially 

34 comply with the requirements and limitations of this chapter 

35 applicable to domestic societies. A society may be licensed 
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1 to trdnsact business in this state upon Eiling with the 

2 commissioner all of the following: 

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

4 2. A copy of its bylaws, certif1ed by its secrecary or a 

5 corresponding officer. 

6 3. A power of attorney to the comm1ssioner of insurance as 

7 presccibed in section 5l2B.33. 

8 4. A statement of its business under oath of its president 

9 and secretary or corresponding officers in a form prescribed 

10 by the commissioner, duly verified by an examination made by 

ll the supervising insurance official of its sta~e of domicile, 

12 satisfactory to the cow~issioner. 

13 5. Certification from the proper official of its state of 

14 domicile that the society is legally incorporated and licensed 

15 to transact business in that state. 

16 6. Copies of its certificate forms. 

li 7. Other information the commissioner requires. 

l8 8. A showing that its assets are invested in accordance 

19 with this chapter. 

20 Sec. 29. NEW SECTION. 5128.28 :NJUNCTION -- LIQUIDATION 

21 RECEIVERSHIP OF DOMESTIC SOCIETY. 

22 l. 1"/hen the commissioner upon investigation finds that a 

23 domestic society has exceeded its powers; failed to comply 

24 with a provision of this chapter; failed to fulfill a contract 

25 in good faith; failed to mdintain a membershcp of not less 

26 than four hundred a:ter an existence of one year or more; or 

27 conducted business fraudulently or in a manner hazardous to 

28 its members, creditors, the public, or the business, the 

29 commissioner shall notify the society of the deficiency or 

30 deficiencies and state in wr:ting the reasons for the 

31 commissioner's dissatisfaction. The commissioner shall at 

32 once issue a written notice to the society requiring that the 

33 deficiency or deficiencies which exist be corrected. After 

34 the notice of deficiency the society has a thirty-day period 

35 in which to comply with the co~~issioner's request for 
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l correction, and if the society falls to comply the 

2 commissioner shall notify the society of a finding of 

3 noncompliance and require the society to show cause on or 

4 before a date named why it should not be enjoined from 

5 carrying on any business until the violation complained of has 

6 been corrected, or why an action seeking other :egal or 

7 equitable relief should not be commenced against the society. 

8 2. IE by the date named to show cause the soc1ety does not 

9 present good and sufficient reasons why it should not be so 

10 enjoined or why an action should not be co~~enced, the 

11 commissioner may present the facts relating ~o the society to 

12 the attorney general who shall commence an action to enjoin 

13 the society from transacting business or other action 

14 requested by the commissioner. 

15 3. The court in which an action 1s commenced pursuant to 

16 subsection 2 shall notify the officers of the society of a 

17 hearing. If after a full hearing it appears that the society 

18 should be enjoined or liquidated or a receiver ap?ointed, or 

19 other legal or equitable relief awarded, the court shall en:er 

20 the necessary order. A society so enjoined does not have the 

21 authority to do business unless and until all of the following 

22 conditions are satisfied: 

23 a. The commissioner finds that the violation complained of 

24 has been corrected. 

25 b. The costs of the action, including reasonable attorney 

26 fees for the state's attorneys and expenses related to the 

27 case in which the injunction was entered, have been paid by 

28 the society if the court finds that the society was in default 

29 as alleged. 

30 c. The court has dissolved its injunction. 

31 d. The corr~issior.er has reinstated the certificate of 

32 authority of the society. 

33 4. If the court orders the soc1ecy liquidated, it shall be 

34 enjoined from carrying on any further business, and the 

35 receiver of the society shall proceed at once to take 
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_ possession of the books, papers, money, and other assets of 

2 the society and, under the direction of the court, proceed to 

3 close the affairs of the society and to distribute its funds 

4 to those entitled to them. 

5 5. r: a receiver is to be appointed for a domestic 

6 society, the court slcall appoint the coiTJT,issloner of insurance 

7 as the receiver. 

8 6. The provisions of this section relat1ng to hearing by 

9 the commissioner, action by the at~orney general at the 

10 request of the commissioner, hearing by the court, injunction, 

ll and receivership are applicable to a society which voluntarily 

12 determines to discontin~e business. 

13 Sec. 30. NEW SECTION. 512B.29 SUSPENSION, REVOCATION, OR 

14 REFUSAL OF LICENSE OF FOREIGN OR ALIEN SOCIETY. 

15 l. When the commissioner upon investigation finds that a 

16 foreign or alien society transacting or applying to transact 

l7 business in this state has exceeded its powers; fai:ed to 

18 comply with a provision of this chapter; failed to fulfill a 

19 contract in good faith; or conducted its business :raudulently 

20 or 1n a manner hazardous to its members or creditors or the 

21 public, the commissioner shall notify the society of the 

22 deficiency or deficiencies and state in writing the alleged 

23 facts or circumstances constituting a deficiency. The 

24 commissioner shall at once issue a written notice to the 

25 society requiring that the deficiency or deficiencies which 

26 exist be corrected on or before thirty days from entry of the 

27 notice of deficiency. After notice the society has a thirty-

28 day period in which to comply with the commissioner's request 

29 for correction, and if the society fai:s to comply the 

30 commissioner shall notify the society of a finding of 

31 noncompliance and require the society to show cause on or 

32 before a date named why its license should not be suspended, 

33 revoked, or refused. If, on or before the date named, the 

34 society does not present good and sufficient reason why its 

35 license to do business in this state should not be suspended, 
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l revoked, or refused, the corr~issioner may suspend or refuse 

2 the license of the society to do business in this state until 

3 evidence satisfactory to the commissioner :s furnished to the 

4 commissioner that the suspension or refusal should be 

5 withdrawn or the commissioner may revoke the license of the 

6 society to do business in this state. 

7 2. A society whose license to do business in this state is 

8 suspended, revoked, or refused pursuant to subsection l shall 

9 continue in good faith all contracts made in this state during 

10 the time the society was legally authorized to transact 

11 business in this state. Lack of authority to transact 

12 business within the state is not a defense to an action by a 

13 person against the society to enforce a contract entered 1nto 

14 by the society without compliance with this chapter, or prior 

15 applicable law. 

16 Sec. 31. NEW SECTION. 5128.30 STANDING. 

17 A petition or complaint for injunction against a domestic, 

18 foreign, or alien society, or lodge shall not be recognized in 

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

20 request of the comnti ss i one r. 

21 Sec. 32. NEW SECTION. 5128.31 LICENSING OF AGENTS. 

22 l. Agents of societies shall be licensed in accordance 

23 with chapter 522 regulating the licensing, revocation, 

24 

25 

26 

27 

28 

29 

30 

suspension, 

nonresident 

on or before 

examination. 

or termination of license of resident and 

agents, but persons who were agents of a society 

July 1, 1970, are not required to take an 

2. An exam1nation or license shall not be required of a 

of a licensed regular salaried officer, employee, or member 

society who devotes substantially all of the person's services 

31 to activities other than the solicitation of fraternal 

32 insurance contracts from the public, and who does not receive 

33 for the solicitation of such contracts a commission or othe~ 

34 compensation directly dependent upon the amount of business 

35 obt.:lined. 
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l Sec. 33. NEW SECTION. 5123.32 UNFAIR METHO~S OF 

2 COMPETI'TION AND :JNFAIR AND DECEPTIVE ACTS AND PRACTICES. 

3 A society is subject to chapter 5073 relating to unfair 

4 insurance trade practices. However, chapter 5076 does not 

5 apply to or affect the right of a society to determine its 

6 eligibility requirements for membership, and does not apply to 

7 or affect the offering of benefits exclusively to members or 

8 persons eligible for membership in the soc<e~y by a subsidiary 

9 corporation or affiliated organization of a soc~ety. 

10 

11 

SUBCHAPTER VII 

MISCELLANEOUS 

12 Sec. 34. NEW SECTION. 5128.33 SERVICE OF PROCESS. 

13 l. A foreign or alien society authorized to do business in 

14 this state shall appoint in writing the commissioner to be :ts 

l5 true and lawful attorney upon whom all lawful process in any 

16 action or proceeding against it shall be served, and shall 

17 agree in the written consent to process that any lawful 

18 process against it which is served on the commissioner shall 

!9 be of the same legal force and validity as if served upon the 

20 society, and that the authority shall continue in force so 

21 long as any liability remains outstanding in this state. 

22 Copies of the appointment, certified by the commissioner, 

23 shall be deemed sufficient evidence of the appointment and 

24 shall be admitted in evidence with the same force and effect 

25 as the original may be adrnit~ed. 

26 2. Service of process shall only be made upon the 

27 commissioner, or if absent, upon the person in charge of the 

28 commissioner's office. Service shall be made in duplicate and 

29 shall constitute suffic1ent service upon the society. When 

30 

31 

32 

33 

34 

legal process 

commissioner, 

the duplicate 

the secretary 

Service shall 

against a society is served upon the 

the commissioner shall forthwith forward one of 

copies by registered mail, prepaid, directed to 

or corresponding officer of the society. 

not require a society co file its answer, 

35 pleading, or defense in less than thirty days from the date of 
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l mailing the copy of the service to a society. Legal process 

2 shall not be served upon a society except in the manner 

3 provided in this section. 

4 Sec. 35. NEW SECTION. 5128.34 REVIEW. 

5 All decisions and findings of the commissioner made under 

6 this chapter are subject to review pursuant to chapter l7A. 

7 Sec. 36. NEW SECTION. 5128.35 PENALTIES. 

8 1. A person who knowingly makes a false or fraudulent 

9 statement or representation in or relating to an application 

10 for membership or for the purpose of obtaining money from or a 

ll benefit in a society, is guilty of a fraudulent practice. 

12 2. A person who willfully makes a false or fraudulent 

13 statement in a verified report or declaration under oath 

14 required or authorized by this chapter, or of a material fact 

15 or thing contained in a sworn statement concerning the death 

16 or disability of an insured for the purpose of procur:ng 

17 payment of a benefit named in the certificate, is guilty of 

18 perjury. 

19 3. A person who solicits membership for, or in any manner 

20 assists in procuring membership in, a society not licensed to 

21 do business in this state, is guilty of a serious misdemeanor. 

22 4. A person guilty of a willful violation of, or neglect 

23 or refusal to comply with, a provision of this chapter for 

24 which a penalty is not otherwise prescribed, is guilcy of a 

25 simple misdemeanor. 

26 Sec. 37. NEW SECTION. 5123.36 EXEMPTION OF CERTAIN 

27 SOCIETIES. 

28 l. This chapter does not affect or apply to any of the 

29 following: 

30 a. Grand or subordinate lodges of societies, orders, or 

31 associations now doing business in this state which provide 

32 benefits exclusively through local or subordinate lodges. 

33 b. Orders, societies, or associations which admit to 

34 membership only persons engaged in one or more craEts or 

35 hazardous occupations, in the same or similar lines of 
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1 business, insuring only their own members and their families, 

2 and the spouses' societies or spouses' auxiliaries to such 

3 orders, societies, or associat1ons. 

4 c. Domestic societies which limit their ~embership to 

5 employees of a particular city or town, designated firm, 

6 business house, or corporation which provide for a death 

7 benefit of not more than four hundred dollars or disability 

8 benefits of not more than three hundred Elfty dollars to any 

9 person in any one year, or both. 

10 d. Domestic societies or associations of a purely 

11 religious, charitable, or benevolent description, which 

12 provide for a death benefit of not more than four hundred 

13 dollars or for disability benefits of not more than three 

14 hundred fifty do:lars to any one person in any one year, or 

15 both. 

16 2. A society or association described in subsection 1, 

17 paragraph ''a" or ''d"', which provides for death or disability 

18 benefits for which benefit certificates are issued, and any 

19 such society or association included in paragraph "'d'' which 

20 has more than one thousand members, :s not exempt from this 

21 chapter but shall comply with all requirements of this 

22 chapter. 

23 3. A society which is exempt from the requirements of th1s 

24 chapter, except a society described in subsection 1, paragraph 

25 ''b'', shall not give or allow, or promise to give or allow to 

26 any person any compensation for procuring new members. 

27 4. A society which provides for benefits in case of deach 

28 or disability resulting solely from accident, and which does 

29 not obligate itself to pay natural death or sick benefits, has 

30 all of the privileges and is subject to all the applicable 

31 provisions of this chapter and rules adopted by the commission 

32 pursuant to this chapter excepc that the provisions re~ating 

33 to medical examination, valuations of benefit certificates, 

34 and incontestability, do not apply to such a society. 

35 5. The corr~issioner may require from a society, by 
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1 examination or otherwise, information that will enable the 

2 commissioner to determine whether the society is exempt from 

3 this chapter. 

4 6. A society exempt under this section, is also exempt 

5 from all other provisions of the general insurance laws of 

6 this state. 

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

8 Sec. 39. 

9 This Act is effective January 1, 1991. 

10 Sec. 40. 

11 The Code editor shall make conforming amendments to the 

12 Code as required to correct internal references to chapter 5l2 

13 and designate instead new chapter 5l2B. 

SENATE FILE 2100 
H-5590 

l 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 

Amend Senate ?ile 2100, as amended, 
reprinted by the Se:Jate, as follows: 

l. Page 31, by inserting after line 
following: 

"SUBCHP..P'::'ER VI I I 
COM.J\1\JNITY REINVEST:-IENT 

passed, 

6, t!le 

Sec. NEW SECTION. 5128.37 COM.J\IUNITY 
REINVESTMENT. 

and 

l. A society shall contribute to the welfare of 
each community in which it has subordinate lodges or 
assemblies as a condition of its exemption from the 
two percent premium tax provided for under chapter 
432. 

2. As a continuing condition of admission or 
l5 authorization to do business in this state a domestic, 

foreign, or alien society subject to this chapter 
shall annually file a community reinvestment statement 
in a form and containing such substance as the 
commissioner requires, demonstrating to the 
satisfaction of the commissioner that the society has, 
at minimum, reinvested at least two percent of gross 
premiums and dues collected from members, subordinate 
lodges, or subordinate assemblies within th1s state. 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

3. The commissioner may adopt rules under chapter 
l7A as are necessary and convenient to admin1ster and 
enforce this subchapter.'' 

2. By renumbering as necessary. 
By COMMITTEE ON SY~LL 80SINESS 

AND COMMERCE 
DODERER of Johnson, Chair?erson 
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SI::NATt: fl t.E 2100 

AN ACT 

RELATitlG TO FRATERNAL EII::Nt:t'IT SOCIETIES, JHPOSING PF.NAI.TIES, 

MlD PROVIDING AN EYPf.CflVE OA'I'E. 

BE IT HNAC1'£D BY THE Gf::NgltAL ASSE .... Bt.Y Of' TlfE S1'A'l'E OF IOWA: 

SUBCHAPTER I 

STRUCTURE AND PURPOSE 

Section L NE'W SECT!Q~. 5129.1 SCQll£ Of CHAPT&R. 

Except as otherwise provided ln this chapter, &odet iea are 

90Yerned by this chapter and are exempt ~rom all other 

lnaurance lawa of thie state unless expressly included ln thle 
chapter, or unlesa apeciflcaUy rnade applicable by this 

chapter. 

Sec. l. ~~!~· Sl2B.l DEFINITIONS. 
As used in thla chapter, unless the context otherwise 

requires I 

1. "Allen aoclety" meana an as9oCidtlon orqanlzed under 

the laws of another country. 
2, "Benefit contract'' taeana the agreement for provision of 

benefit& authoriaed by section Sl2B.l6, A$ that agreement ia 

described in,aection 5128.19, eubsectlon 1. 

3. ''Benefit cember'' ~eana an adult member who la 

deeiQnated by the laws or rules of the society to be a benefit 

me~ber under • benefit contract. 

4 1 "Certificate'" cneans the document issued as written 

evidfnce of the benefit contract. 

• 
Sen.1te ftle 1100, p. 2 

!'>. ''Convnissioner'' means the commiss1oner of insurance or 

the coJnUniasioner's deai9nee. 

6. "'Uomestic society• fTie.lrls an as!JOt:i<lllorl organized under 

the laws of this state. 

7. •Foreiqn society" means dn associ at lon orqanized under 

the laws of another state or territory of the United States. 

a. •Laws" means the society's art icle!l of lncorporatlon, 

constitution, and bylaws, howe~er designated. 

9. "'"Lod9e'' means a subordinate fTiell'lbt:r unit of the society, 

whet.hE?c known as a camp, court, council, branch, oc by any 

other desiqnation. 

10. "Ptt!lllhHa.• mean• a preruhJtn, rate, dues, or other 

required contribution by whatever name known, which is pAyable 

under the certificate. 

ll". '"Requlations'' tneans all requl4tions, or resolution& 

adopted by the supreme qovernlng body or board of directors 

which •re intended to have qeneral application to the me~bers 

of the society. 

12. ''Society"' meana a fraternal benefit society, unlesa 

otherwise indicated. 

Sec. l. NEH SECTION. Sl2ll. J fRATERNAl. BEN~FIT SOCIETIES 

DEFiNED. 

An incorpor&ted society, order, or supreme lodqe, without 

capital stock, lnc1udlnq one exempted under section Sl2B.l6, 

eubaectlon I, paraqraph b, whether incorporated or not, 

conducted solely for the benefit of its members ~nd thelc 

benef1clarles and not for profit, operated on a lod9e ayatem 

with a ritualistic form of work, having a representative form 

of qovernment, and which provides benefitg in accordance with 

this chapter, is a fraternal benefit society. 

Sec. 4. ~~ SECTIQ!!• Sl28.4 Wl>GE S'iS'l'EH. 

1. A society i& ope rat lnq on the lodge syatell If lt h~s a 

supreme qovernlnq body and subordinate lodqea into .,hich 

members are elected, initiated, or admitted in accordance w1th 

its laws, requlatione, and ritual. Sl!bordinate lodges ahall 

be tequired by the laws of the socletv to hold regular 

mt~ettrlqs .at least once in each 1nonth in furtherance of ttle 

purpo3es of the society. 

IJ) ., 
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2. A society may orq.Jnite and opetdt.e lodqe!l for (;1\ildter'l 

undl!r the mi.nimu~ age for adtrlt mell'lher~ihip. Hernber~hip and 

1nitht i.on 1n local lodgl?s shall not be re•atdred ()( children, 

nor sh£11 ctllldren hav~! a voice or vote in the management ot 

thu society. 
Sec S. !!t:W.~£C',!!_9~. Sl2B.'l Rt:PH[Sl-:NTATIVE fOH~ OF 

GOVI::RNMF.tfl'. 

A SI>Ciety has a representative form of qovernm~nt if all of 

t.~e followinq apply: 

l. It ~as a supreme governing body con~tit11ted in one of 

the following ways1 
a. Assecnbly. The supreme governing body is an assembly 

compos~d of delegates ~1ected directly by the members oc at 

intermediate aseemblies or conventions of members or their 

representatives, toqethdr with other deleqates as prescribed 

in the soclety't laws. A society may provid~ tor election of 

delegates by tDatl, The elected delegates must constlt\lte a 

majority of the delegates in nu!flber and have not le!UJ than 

two-thirds of the votea and not less than the number of vote• 

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

elected 4nd meet at le.ast once every four years and rnust elect 

a board of d~rectora to conduct the business of the soc~ety 

between meetlnqe or the as&ef"lbly. vacancies on U1e board of 

directors between electiona ~ay be tllled ln tne manr'l~r 

prescribed ~y the society's laws. The board of director• may 

appoint the officers of the society if author1~ed to do so by 

the artlclea or bylaws of the society. A board of dlrectore 

elected by an a•aembly shall have such powers authorlz.ed the 

board by the articles or bylaws of the aoclety, and may or ~•Y 

not be a •uptelle governing body as desccibed ln paragraPh "b", 

dopendin9 upon the powera authorized by the articles or 

bylaws, 
b. Direct election. 1'he aup,eme qovernin9 body is a board 

of director& composed of persons elected by the mef!1bera, 

either directly or by their repreacntdtivea in intermediate 

aeaembllea, and any other persons prescr i.bed in the society's 

lA\.15, A society may provide for elect ion of the board by 

• 
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n1ai l. E<1Ctl tetrn of a board rncmber rrmst. not. e~<ceed tour yeau. 

Vacancie~ on the board bet~een election9 may be filled ln t~e 

m4nne1· (He-scribed by the society's laws. The elected board 

members must constitute a majority of the board members ln 

nr1mber and ~3ve not less than the numb~c of vote& required to 

dmend the societ_y's laws. A person filling the unellfp1red tecnr 

of an elected board f!1ember !Jhal1 be considered to be ~n 

elected mernber. 1'he boarJ mu9t 111eet at least quarterly to 

condu·ct t~e business of the society. 

2. 1'hti officers of the uociety are elected by the supreme 

qoverninq body or board of dit·ectors. 
3. Only benefit ~ernbers ar~ eligible for election to the 

supr~me governi~9 body, board of directors, or any 

intermediate assembly. 

4. Each votin9 member hells one vote. 
~. A voting member ls not entitled to cast a vote by 

proxy. 
Sec. 6. ~§~~ECTJO~. Sl2EL6 PURPOSES ANO POWERS. 

l. A society shall operate for the benefit ot mecnbez:a and 

their .beneticlarles by fulfillinq both of the following 

purposes: 
a. ?rovidtnq benetlte as specified in s~ctlon Sl2B.l6. 

b. OperaUng for one ot more social, intellectual, 

e~uqat1pnal, c~ar~table, benevolent, ~oral, fraternal, 

pat.rlo~J.c;., or . .re.llg~pus purposes for the benefit of ita 

m~m~.r,_s, whi.c~ .llct.V' .-,~fiP. be ext-:nded to others. 

. .;rne P.~rpo~-r.-,,1_1.~.':4 in this. subsection may bo carried out 

dir,ect~¥··by .~t1,r.ao,ci,f:l,t)Y, .o~ _lndlrectly through aubaidlary 

co-:.por:at,.iona .. ~r :,f~ p.f.ated . orqan i z.a t 1 on a. 
-~.l . . ,a soclety.,fj~y.,.adopt laws and requlationa for the 

government of the flociety, the adrnlsslon of its me~bera, and 

the management of its affairs. A aoclety may amend ita laws 

and regulations, and haa oth8r powers as necessary and 

incidental to carrying into effect the objects and purposes of 

the !lOciety. 
SUIKtiAPTt:R I I 
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StH:. '1, NEW S~TIOt~. Sl2B.7 QUAI~IriCATlONS ~'(JR 

M&H6t:RSHill, 

!. In its laws or rcqul4tions, a aociety shall at minl~um 

spl!cify al"l of the followirl(}l 
a. Eligibility standards for each membership class. If 

benefits are provided on the lives ot children, t~e minimum 

age foe adult membership shall be set at not les~ thdn age 

fifteen and not 9reatec than aqe twenty-one. 
b. The process for adfflission to m~mbership for each 

membership class. 
c. The ri9hta and privlh9es of each membership class. 

Only benefit ~e~bers shall have the right to vote on the 

f!lanaqement of the insurance affairs of the sodety. 
4. A society ~ay also ad~it social member9. A social 

me~nbec shall have no voice or vote in the managemf'nt ot the 

insurance af!alra of the society. 
J. M~mber&hip rights in a society are pvrsonal to tho 

' membec and are not aasiqnable. 
Sec. 8. !!Bi_!!f!!ON. Sl28.6 LOCATION OF OFrlCE::, 

H&E'I'JNGS, COMMUNICATIONS TO Mt:HBf.RS, GRIEVANCF. PROCF.OURES. 

l. The prlnclpal office of a dome$tic sm:iety :Jhall be 

located in thls atate. 'I'he f!leetinqs of its sttprerne governlng 

body may be held anywhere the society has •t leaYt one 
aubordtnate lodge, or in another location as deterruined by the 

supreme qovernlng body, and all business tranBacted at a 

meetinq held out of state shall be as valid in all resvects a• 

lf the meeting were held in this state. The P"linutes ot the 

proceeding& ot the supreffle qovernlng body and at the board of 

dlre!ctors shall be ln the English langua(Je. 
2. a. A aociety may provide in its laws for an offtclal 

p11blicati.on in which any notice, ceport, or staten1ent. required 

by law to be 9lven to ru~mbers, tndudinq notice Qf election, 

may be published. Such required reports, not ic~s. and 

statements shall be printl!d consplcuoualy i.n the pub! icaUon. 

lC the recorda oC a aociety show that two oc more members h~ve 

the same ~allln~ addreaa, an official publication mailed to 

one merntJer Ia deer:'led to tJe mailed to all rnembers .:tot the ~dme 

a•ldrf~~~• unlP!lS a IMJmtwr r•~Qurst~; ,, •;pp.lr.l~•· t:opy. 
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b. Not later than June 1 of each year, d synopa1& of the 

societY's <~.nnual statement provi.dinq an explanation of the 

facts concerninq the condition of the S()Ciety disclosed ln the 

annual 9taternent ahall be printed and mai l~d to e.ach benefit 

member of the society or, in lieu of rnailinq, the aynopsle may 

be published In the society's official publication. 

J. A society e~ay provide In lta laws or regut.tiona for 

qrlevanct Qf f~lflpl,fJ~t-~pcocedures for tnt."rober&. 

·lh>•···~· ·l!~_3:ff~J!, •. Sl28.9 PE~SO"A!. t.!AB!t.!Tt. 

_., .1.. , iftl~ _off.
1
M;e._r .••. ~~,me.rn~er.s,.o,t ttut supr€!11\C QOVernl119 boclv 

or iiAY- at,~b.prdJ~t~,b:o.~Y pf a !i*?Ciety are not penonally liable 

for .,.any. bene!~~~- P-fOY~ded_ ~y ~ society. 
z •. 1\ pecson. m.ay l,)e indemnified and relf"'bursed by a aociety 

Cor .. e.w.p_enoe& r~aeonably incurred by, and liabilit1ea itDpoaed 

upon, the person in connection \.lith or arisin9 out of a 

proceedin(), w~eth~r civil, criminal, administrative, or 

investigative, or a threat of action in whlch the person la or 

may t-e involved by reaaon nf the person being a director, 

officer, employee, or a9ent of the society or of any other 

legal entity or position which the person served in any 

capacity at the request of the soc~ety. However, a person 

shall not lJe ao indel'lnifted or relc.buraed for either oC the 

following: 
a. In relation to •ny matt.er to which the penon l& 

finally ad:)ttdqed to be or ~ave been quilty of breach of a duty 

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

b. In relation to any matter which has been ll!l&de the 

subject of a compra~nl&e settlement. However, lC the penon 

acted in good faith for a purpose the person reasonably 

believed to be Ln or not opposed to the be~t intereata ot the 

society and, In addition, ir) a criminal procf!edin(}o ~ad no 

reasonable cause to beHeve t~at the conduct was unlawful, 

paragraphs "a• and "b" do not apply. 
The determination whether the conduct of the person met the 

standard re4ulred in order to justify indemnification and 

reimbursement in relation to any matter described ln pdra9raph 

"a" •.H ''b .. may only be made by the suprt~rn~ govt!rnlng body by '' 
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rndjOrily vote of a quortHU con9i:H.IrHJ ot p~rsor\:J who were not 

patti~S to the pro..:et~d1nq or by c1 CDtrrl of comptHent 

jurisdlctkon. The tecmkn4tion of a proceeding by )t1dqment, 

order, settle~ent, corlVlCtion, or upon a ple4 of no contest, 

as to a person, does nc1t ln itself creat~ a conc:lusiv~ 

presumption that the pe1·son met or did not meet thl~ standard 

ot conduct required i.n order to justity ind~mnlficaliOil and 

relmbura~rtlent. The riqht: of lnde-mniflcation and reimbuc ~ment 

ls not exclusive of other riqhts to ...,hich a person mdy b~ 

entitled as A fl'latter of law And Sllall inure to tht! bl!rleflt of 

the person's heirs, executor9, and adminlstrators. 

l. A society may ptuchase and tnaintdin insurance on behalf 

of any person who Ia oa· WdiS a director, officer, tlmployee, or 

agent of the society, or who Is or was servin9 at the requeat 

of th~ society as a dtr~ctor, officer, ~mployee, or age~t of 

dlny other legal entity affiliated with the society aqainat any 

liability aaserted aqdlinst the person and incurrPd by the 

person 1n any auch capac1ty oc •HlSlng out ot the person's 

status in relation to the society, w~eth~r or not the society 

would have the power to indemnify the p~r~on against such 

liability under this section. 

4. A volunteer aervlnq without compensation, a d1rector, 

officer, e~ployee, or member of a society, is not lidlble, and 

no cause ot action ~ay be brought, ror damaq~s resulting from 

the exerciae of judqcnent or discretion in connect. ion with the 

dut~es or reaponaibllitiee of thdlt per~on for the society 

unl~as the act or omission alle9ed to be an exercise of 

judgment or dlacretlon involved willful or wanton ~isconduct. 

Sec. 10, !i.P-! .. lliTION. 5128.10 WAIVER. 

7he l•w• of the aoc1ety ~•v provide that a subordinate 

body, or any ot ita &ubordlnate officers or members, do not 

have the power or authority to waive ~ny of the provisions of 

the laws of the aoci&ty. A watver profllbitior\ provision la 

bJndinq on the aociety and every member and beneficiary of a 

111ember. 

SUBCHAPTEH II I 

GOVI:":RNANCf. 

Sec. 11. !!~~ -~~~Tl~,!'!. Sl2B.l t ORGANIZATiON. 

• 
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A dortrt~:lt ic society orqcUliZI!d on or aftel the effectlve d.atl! 

(Jf Ud:~ Ar:t ah.all b~ fottc~ed ~9 follows: 

), Se·;en or more citizens of the Urlited St~tea, a raajority 

at whom are citizens of this ~tate, who desire to form a 
fl'dte·nlal benefit societ·y, may si<Jr\ and flle with the 

stlcretcuy of ~tate and comrnis!iioner of in!Jurance an odqtnal 

or copy of a docurnent cont.ainir\q, .at minimum. ttle followlnq: 

d. The proposed corpor.ate name of t~e soc1ety, which g,hal\ 

not so clo!;ely resemble the nart'le of any ()t.h~r ~oclety or 

1nsur<tnc1~ c()mp4ny .as to be m1!\le.td1nq or confr1sinq. 

b. 'l'he purposes for ~o~hich the society is beinq formed and 

the mode i.n ~o~hlch its corporate power!! are to be exerclsed. 

The purposes shall not includ•~ more libet~l powera than are 

qranted by this chapter. 

c. The na1ne!i and residences of the incorporators. 

d. 'rhe names, residences, and orticictl tit lea of all the 

ofticers, trustees, directors. or other persong who art to 

have dlnd exercise the qeneral control ot the mdln•qe~ent of the 

affalra and f11nda of the society for the flrat year or until 

the enauln9 election at which otflcPrs ah~ll be elected by the 

Stlpreme q·werntnq body. or board or director•, which election 

~hall be held not later than one year fro~ the date of 

is~nu.t~ce of the permanent certlticdlte ot authority. 

2. The articles of Incorporation, duly certified copies of 

the socl.~ty's re9ulat1ons and lawn, copies of all proposed 

focrqQ, ,of r.ertlflcater., applications, and circulus to be 

:}B~ued by:the ·SOCi~ty, and a bond cond\tioned upon the return 

to appll-cants of the .advance premiums if the orqa~lzatlon i.s 

not ·complcted:withln.onll! year !\hall be filed with the 

comltllssi.o~er of lnt~urance, who roay require further ln!ortttation 

as the commissioner deema necessary. The bond with sureties 

approved by the commissioner shall be ln an amount, not less 

than three hundred thotnJand dollars nor more than one m1111on 

five hundred thousand dollars, as required by the 

c:ommlssloner. All documenl9 filed ace to be in the Enqlhh 
lanquaqe. If the purpos~~ of the ~ociety <:onfortrt to the 

r~qult~ments ell this chapr~c dnd Jll provisions of the law 
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have bet!n complied with, t.he corr'otnis$iont::r 9hall w.o certify, 

cetaln .and f1le the articles of ir\COI'I)(lrdt ion, and turnish the 

incorporators a preli~lnary certificate ''f authority 

authorizin9 the aoc~ely to solic~l m~~bers as provided in this 

chapt t.>1·. 

3. A preliminary cert~ficate of authority 9r~nted und~r 

this section la not valid after one year from its date or 

after a further period, not ~xceedlr\q OtlP. year, as may be 

authorluHJ by the commiasioner upun (;ause shown, •rnless the 

five hundred applicant.s required in this :lection have been 

secored ctnd the or9c1nizat ion has been completed as provided in 

this chapter. The articles of Incorporation and all other 

proceedings become void in one year frOm thP. date of the 

preliminary certificate of ctuthority, or ctt the expiration of 

the extended period. unke9& the society has completed ita 

or9anization and received 4 certificate of authority to do 

buslne9s as provided ln this chapter. 

4. Upon r~celpt of a preliminary certificate of authority 

frol'l the coffU'Uiaaioner, the society ruay solicit members for the 

purpose of completing ita or9antzation, shall C())lect troll 

each c.pplicant the a11ount of not less thar\ or\e reqular monthly 

premium in accordance with Its table of ratew., and shall Issue 

to ectch applicant a receipt for the arnount 8() collected. A 

eociety shall not Incur a llablllty other than for the return 

o! advance premlu~s. shall not lasue a certificate, nor pay, 

allow, offer, or pro~lse to pay or allow, a benefit to any 

person unt11 •11 of the followln~ condition~ are aatlsfleda 

a. Actual bol'la flde applications for benefits have been 

secured on not leas than f1ve hundred applicants, and any 

necessary evidenca of ir\surablllty has been furnished to and 

approved by the aociety. 
b. At ieaet ten subordinate lodqes have been established 

into wh1ch the ftve hundred applic41lt!:t have been adroit.ted. 

c. A llat of the applicants has been ~u~roitted to the 

conunlSSloner, under oath of the president or a.ec:rPt<uy, or 

corre~pl)ndlng offi.c~r of the so(:icty, q1vinq the dpplrcant!i' 

n.:unes ano.J t~ddresses, the d.Jte e.:.ch 4pplic.int was admitted, the 
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name and number of the subordinate lodq(~ of which each 

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

and the premiums for the bP.nefits. 

d. lt has been shown to the coO\fllissioner, by sworn 

9taternent ut the treasurer, or corre!ipondinq officer of the 

society, that at least one thousand applicar\ts h•ve each paid 

ln cash at least one regular monthly premiu~. which premiums 

1n the c1qgreqate shall c\mount to at lr.ast three hundred 

thousand•·-doJ.hrs,,;,~v~nce pn~mitJms shall Le held ln trust 

diJ r iRql, the, p.ef lgfi P,.(1,or.ga:rti zat ion and if t.he society has not 

qualif.ed•.fo.r-.a··~rt.lfi.cate of authority within the tlll'le 

permitted by th~a section. each premlum shall be returned, to 

the respective applicant. 
5. Th~ co~~issloner may make an e~aminatlon and require 

.further 1nform"tion 4S the cortuni9sioner dee101s advisable. Upon 

preGentatlon of satisfactory evidence that the society has 

complied with all applicable provisions of law, the 

commissioner shall issue to the society a certlflcate of 

authority and the society is then authorized to transact 

business purstJant. to this chapter. A certificate of authority 

1s prima tacie evidence of the erci atence of the aoclety at the 

data of the certificate. The commiasloner shall cause a 
record of each cert iticate of aothor lty to be made. A 

certlfted copy of the reco1·d shall be accepteJ in evidence 

with like effect as the original certificate of authority. 

&. An incorporated society authorized to tranuct bualnes~ 

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

reQuired to reincorporate. A certified copy of the current 

articles of incorporation of an existing society ehall be 

filed with the commiesioner and the commi9aioner ~ay request 

additional records as the commissioner deems necessary before 

isouinq a certificate of authority to an existing society. 

Sec. ll. NEW SECTION. Si2ll.l2 AH£NDMEUTS TO LAWS. 

1. A domestic society may amend its 1aw9 in •ccordance 

wlt.h the pruvisions of its lo~ws by dct ion of its aupretne 

qovernanq boo.Jy at any regul~r or special ~eetinq or, if its 

law:! K(l provide, by referendum. A r ~~(,~ct!ndurn may be held in 
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.lCCtJi"d<Uwe w)th the pC(!Vt!l~ons o( t.he !>ocit!ty's ~., ... :;by the 

vote ,,f the votin9 m~mbcr~ of tit• soc:iety, hy tt1c vote of 

Jeleqdte3 or'repcesent•ttves uf vot.inq rn~mb~r~. ''' by the vot~ 
of loc.)l lodqes. A socit!t'{ rne~y prov1de tur votinq by 1nail. 

At\ acnendrnent subrnitted for ddopt ton by refere1Hlu111 sh<.tll not be 

adnptt!d unless, within six months from U1e date <J{ sullmisaion 

of ttl~ reterendum, a fMjority of the members vot in9 have 

signified their consent to the amendment by one of the lllethoda 

specifif'd '"this st~bsecti.on, 
2. An amendment to the laws ot il domt"stic ~ociety shall 

not take effect unless approved by the corrunl.ssioner. The 

commissioner shall approve an amendment if the commissioner 

finds that it has been duly adopted and 1~ not inconsistent 

with the laws of this ~tale or with the character, objects, 

and 1)1Hp()98S ot the society. An amendment shilll be considered 

approved, unles• the coiMii!Jsioner disapprovea the dmendrnent in 

writin9, within thlrty days after the filing of the a~end~eat. 

The d1sapproval of the commissioner sh~ll be in writing and 

ma1led to the aecretary or correspondinq otflcer of the 

society at lt• princlpill office. If the commissioner 

disapproves an 4rnendment, the reasons for disapproval shall be 

stated In the written notice. 

l. Within ninety days Erom the ctpproval of an amendment by 

the cortl/Q1&8loner, the e~mendment, or ar synopsis of it, shall be 

furnished to all ~embers of the society either by mail or by 

publication in full ln the officietl publication of the 

society. ~he atfidav•t of an officer of the society or of 

anyone authorized by the society to ~all an amendment or 

aynopsla of an •~•ndment, atatin9 facta wnich demonstrate 

compliance with thl• aubsection, is prima facie evidence that 

the amend~ent or •ynopsls haa been furni9hed to the 

addressee&. 
4. A foreign or allen society authorized to do business in 

this state •hall file with the commlsaioner a duly certified 

copy of •11 a~endments of its laws within ninety ,jays after 

their enact~ent. 
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'>. PrinU.•tJ CQ()l4!S of Ill~ l.t..,~l ,\~ dll\f~n~)(·•l, o,:Prlifie..J by t.IH~ 

~.p,·rptctry, or· corrt>9flondill•l <)(flc-·r of rh~ "o,·tety, are prlm.t 

f.H:ie evidt!flct.' of the lt!qal ,ulopltOil of ttu.• 1.-w~ 4nd 

,\lhf!' n o1cnt~ n t s . 

Sec. l.l. ~~\:! ~!:_C.:!l.Q~. '11 lB.ll 1NST{'rti1'10NS. 

A s<Jciety may create, m~~nt~~n. and uperdto, or may 

establjsh or9ani~ationa to oper~t.e, not-for-profit 

instltiJtkons to further the purposes permitted by section 

Sl.2tLS, u.ubsection l. paraqraph .. b". 'I'he institutions may 

furnish services free or at c1 re4sonable ch~rge. Any real or 

pecsonal property owned, held, or leaserl Ly the society for 

this purpose shall be reported in every annua 1 statement. A 

·not-for-profit institution so established ia a charitable 

Institution with all the riqhts, benefits, and prlvile9es 

given to c.:hacitable institutionu. ur\der the constitution and 

laws of this state. ~he commissioner may adopt appropriate 

rules and reportlnq requirements. 

Sec. 14. t!.Ei! §LCTION. 5128.14 REINSURANCE:. 

1. A domestic society may, by a reinsurance a9reement, 

cede any individual ria~ or rlsks in whole or in part to an 

insurer, other than another fraternal benefit society, having 

the power lo make euch reinsurance agieements and authorized 

to do buslnt!SS in this state, or if not so authorized, one 

wtdch l<:t approved by the corntnissioner 1 but a society &hall not 

re,lnsure I)Ubstantially all of 1ts lnaurance 1n torce without 

the wr 1 tten pertlllsalon of lhe commissioner. tt may take 

credit for the reserves on ceded risks to the eKtent 

reins'ured, but credit shall not be allowed as an admitted 

a£set or ~s a d~duction trom liability, to a cedin9 society 

for reinsurance ~ade, ceded, renewed, or otherwise becomin9 

effective after the effective date of this Act, unless the 

reinsurance is payable by the aasucnin9 ln&ure-r on the basis of 

the llabllity ot the ceding society under the contract or 

contracts reinsured without. d1f!linution because of the 

insolvency of the cedtnq society. 

2. Notw~thatanding the limit4tior\ 1n Sltbsectlon 1, a 

societ.y ~ay reinsure th~ risks of another society in a 

• 



-
Scnat t~ fo'1le llOO, p. ll 

con!iolidat.ton or merger .tpproved by tl'le ..:onuni~:iiOrlel' urHier 

aect.i.on Sl2B.l5. 

Sec. 15. NEWJ!ECTIQ~. 5128,15. CONSOLIOATlONS AUO 

H£RGf.RS. 

1. A domestic society may consolidate or m(!rqe wi.th a 

domestic society, foreign society, or aoclety chartered under 

the 1 ~avs of Canada or a Canadian ptovirH:e or territory, by 

comPlying \o'ith thla aection. The society shall file with the 

commissioner all of the following: 
cl. A certified copv of the wri.tlen contr.act containing ln 

full the terms and conditions ot the consolidation or merger. 

b. A sworn atate~ent by the president and secret~cy, or 

correspondln9 officers of each society, ahowinq ttle tlnanclal 

conditior\ of tt'le aociety on a date fi,)(ed by the col'lltTiissioner. 

c. A certificate or each officer submitting A sworn 

stat.ement pursu.snt to paraqraph "b", dtJly veclfieJ, that the 

consol1Jat1on or merqec contract has been approvtJJ by a two­

thi cds vote of the euprecne qovernlng body of each society, the 

vote havinq, been conducted at a reqular or special meet1n9 of 

each auch body, or, if the society's laws so per~it, by ~all. 

d. Evidence that at least sixty daya prior to the action 

of the suprellle ~overnlng body or each society to approve the 

consolidation or merq,er contr.sct, the text of the contract haa 

been furnished to all members ot each aoclety either by ~all 

or by publication in full ln the official publication of each 

aocifty. 
2. If the co~lasioner finds that the contract is in 

conformity with thla dection, that the financial statements 

are correct, and that the conaolidatlon or mer9~r is just and 

equitable to the members of each society, the commissioner 

ahall appcova the contract and issue a certificate to that 

eftect. Upon the commissioner's approv4l, the contract shall 

be in full force and effect unless a society which ia a party 

to the contract 1& incorporated under the laws of another 

state, C~nada, or Canadtan province or territory. tn that 

event the consolidation <H merqec shall not becDme effectlve 

••nless and until it h<~s been approved as provided by the laws 
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of thu oUH!r state and a certit'icat:t! of .ipproval haa been 

filed with t.he colllfllli&sioner of this atalt! or, if the law& of 

the other slate contain no equivalent provision for l9euln9 a 

certificate of consolidation or m~r9er, then the consolidation 

or merger shall not become effective trnless and until lt has 

been appr<JV~~d by the comm1s~doner of the other !ltate and a 

certificate confotmin9 with the laws of this state has been 

filed with the co1111111sa1oner. tf the cor\tract 1s not approved 

it 3hall b3 it'I'Jper~lth,e, and the fact of sul:Jmisslon and its 

cont~nt3 sh.lll not be disclosed hy the cosnruia9ioner. 

J. Upon the conaolldation or merger be-cominq effective, 

all the ciq,t•ts, franchises, and interests oE the consolldateJ 

or :ner9e~ societies in and to every kind or property, real, 

per~onal, or mlKed, belon9inq to the societ. ies. shall be vesteoJ 

:n the ~uccessor society without any othet 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 unJer the l.aws of this !Jtat.e in At'IY of the 

societies consolldated or merqed, shall t\ot revert oc be in 

any way impaired by ceason of the consolidation or merqer, but 

shall veat absolutely in the successor society. 

4. The affidavit of An officer of the ~oclety or of a 
person authori<'.ed by the soclety to mi!ill a notice or document, 

stating that the notice or document has b&en duly addressed 

and mal led, is prima facie evidence that the notice or 

document has been furnished the address&e~. 

Sec. 16. NEW SY.C!!Q~· 'H2B.lSA CONV£RSION OF i'~ATERNAL 

BENt:t'IT SOCIE'l"i INTO A HU'ruAL LIFt INSURANCE COM~AN'i. 

A domestic traterndl benef1t society may be converted and 

11censeJ a!J a mutual life insurance company by co11pliance 'oalith 

all the requirements of the lJeneral insurance lawa for il!Utual 

life insurance companhs. A plar1 of conversion ahall be 

pr~paced in writing by the board of directors aettlnq forth in 

full the terms and conditl<lns of conver9lon. The atflcmative 

vote <>f Lwo·t.hirds of all members of the aupreme qoverning 

body at a regt1lar or special m1!et.inq 111 necessary foe the 

dppcovdl ot the plan of conversion. A c<:onv~c:sion shall not 

(/) ., 
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take effect ur\leas and until approved by ttw comrntssioner. 

The commissioner ID.-'i q1vc ctpprov.Jl fcH th~ co•wersion if the 

commis~iioner finds ltl.at the proposed chcwq•~ is in conformity 

vith ,the require~ents of lc~w and not prejudicial tll the 

c:ert~fi~ate holders of the society. 
SUBCUAP1'i:H IV 

CONTRACTUAL fH:NU'ITS 

Sec. 17. !!f.!!_.!..~!!Q~. Sl2B.l6 lH:tn:fiTS. 

1. A society fhcly provide any or dll of the followtnq 

contrdctual benefits in any form: 

a. ocalh benefits. 

b. Endowment benefits. 

c. Annuity benefits. 
d. Temporary or permaner\t d1s.Jb1lity ht!ncfits. 

e. Hospital, medical, or nursing bcn~fLl&. 

(. Monument or tornltstone benefits to the memory of 

deceas~d ~embers. 

9· Other beneflta authorized for life insurers and which 

•re not inconaiatent with this chapt~r. 

2. A society ah•ll ap~clfy lo its re9uldtione those 

persons who may be issued, or covered by, the cor\ttdctual 

benefits in subsection 1, consistent with provldin9 benefits 

to ro:ernbera and their dep~ndents. A society may provide 

benefits on the livea of children under the rninirnum aqe tor 

adult rnemberah1p upon application of an adult person. 

Sec. 18. !i~!!Q~· ~128.1'1 lll:NEFICIARIIiS. 
l. The owner of a benet lt cant ract m~y chan9e the 

beneficiary or beneflclaries in accordance wlth the lawa or 
requlations of the aociety unlese the owner waives this ri9ht 

by apecitically requestin9 in writinq that the ben~ficiary 

deel9natlon be lrrevocdble. A society may, throuqh Ita laws 

or requl•tlona, ll~it the scope of beneficiary desi9nationa 

•nd shall provide that a revocable beneficiary shall not have 

or obtaln a veated interest in the proceeds of a certificate 

until the certlflcate has becorne d1Je and pdyable in conformity 

with the benefit contract. 

e 
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l. A society may make provision (or -~~ payment of funer~l 

tJen~fll.S to the eJCt~nt of the port. ion of a JMym~nt under a 

cen ificc1te w~ich reasonc1bly .:.ppe<~.rs to be due to a person 

~~quit<'lklly ent.itled to the b~neflt by a·e<tson of havin9 incurred 

exptc"nae ()CCdSloned by Ule buri<'ll of the m~rnbcr. However, the 

'lort ion so pc.ld shall not exce~d the stun of one thousand 

dollar !J. 

3. If, at the death of a person insured under a benefit 

contretcl, th~rP. is no l.l...,ful beneficiary to ~o~hom the proceeds 

are p.ayahl e, t.he amount ot the benefit • except to the extent 

th~t funea·al benet"tts 111ay be paid pursuant to 3ubsection 2. 

shall be payable to the estdte ot the deceased insured the 

same as other property not e•cmpt. However, if tho owner of 

the certificate ls other th~n the insureJ, th~ proceeds are 

payable to the own~r. 
Sec. 19. !'lJ::~§"~~TIO~. Sl2B.l8 BENEfiTS NOT AT'I'ACifABLE. 

Money or other benefit, char\ty, relief. or .t.ld to be paid, 

provided, or rendered by a S()dety, is not liable to 
attachment, 9arnishment, or other process, or to be sel~ed, 

taken, appropriated, or applied by any legal or equitable 

procesa or operation of law to pay a debt or liability of a 

me111ber or beneficiary, or any other person who 111ay have a 

derivative rlqht, either before or after payment by the 

society, except as provided 1n sections 627.11 and 627.12. 

Sec:. 20. ~EW S~~TION. ~128.19 Tift:: BENEFIT CONTRACT. 

1. A society authorized to do businesa in this state shall 

issue to each owner of a ber\efit contract a certificate 

speclfyinq the a111ount of benefits provided pursuant to the 

benef1t contract. T~e certificate, to9etl1er with any riders 

or endorse'"ent.s attached to the certificate, the h.wa ot the 

society, the application for m~mbership, the applic.t.tlon lor 

insurance dnd declaration ot 1nsurab1lity, if any, ai9ned by 

tho applicant, and all a'"end111ents, conatltute the benetlt 

contcact, as uf the date ot issuance# between the society and 

the owner, and the certificate shall so state. A copy ot the 

applicdtlun lor iosurance and declardtlOtl ot insucabllity, if 

dO'f, shall be endorsed upon or dttache~ tot~~ certlficate. 



• 
St.>ndte rile 2100, p. 17 

Statements on the applicdtion are repa~5entdtion~ dnd not 

warranties. A waiver ot this provision i~ void. 

2. Additions or amendments tel the laws of a soc1ety duly 

made or enacted subsequent to the 1ssu~nc~ ot the Ctirtitic4te, 

bind tl1e owner and the benetic~ar~es. ~nd qovern dnd control 

the benefit contract tn all respects the same as thouqh the 

additions or aa~endments had been made before ~nd were ln force 

at the time of the applic<1tion for tnsurcuu;e, except. thdt dn 

addition or amendment. shall not dt~sta·oy or diminish benefits 

which the society contracted to qive the owner d$ of the date 
of issuance. 

3. A person upon whose lite a benefit contract is issued· 

before the peraon attains the age of ma)oJ·ity is bo••nd by the 

terms of the application and certificate and by all the laws 

and requlatlona of the 90ciety to the Saffle extent .as though 

the person had attained the age ot ffla)ority at the time ot 
appl~catlon. 

4. A aociet~ ahall provide in lts laws that if its 

reserves •• to all or any class of certificate9 beco~e 

ta:~paired, Lt• aupreflle governlnq body or board of di.rectora may 

require thott there be paid by the owners to the sodetv the 

afl'lount of the ownera• equitable proportion of the dd ichncy 

aa ascertained by ita qoverninq body or hoard, and that It the 

payment la not. made either o! the following will apply: 

a. 'l'he req1.1lred payment or assessm~nt shall st.and as an 

indebtedness aqalnat the certificate and draw interest not to 

exceed the rate specified tor certificate loans under the 

certificates. 

b. In lieu of or in combination with paragraph "a", the 

owner may accept a proporUonate reduction ln benefit9 under 

the certificate. 

the society a~ay epeci.ty the manner of the election and 

which alternative ie to be presumed tf no election is ~ade. 

5. Copies of Any of the documents ment.1oned in this 

sect1on, certlfled by the aecret~ry or corresponding officer 

of the society, shall be received in ~~ ... id~nc:~ of the terffls and 
cond it iona of the document.!:!. 
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6. A certificate shdll not be delivered or issued for 

delivery in this state unlPss a copy ot the torm has been 

tlleo.J wl.th the comtr~i!lsioner in the fflanne1· provided for ilke 

pollc~es insued by lite i.nsurers in this stat~. A life, 

<~ccident, health, or disabality inn•Hil/IC~ cPrtificate and an 

an~ulty ce1titicate lasued on or aft~r one yc.tr from the 

effective dat.e of thlfl Act shall meet the standard contr4ct 

provision requirements not inconsistent with thla chapter for 

like pollc:it.>s issued by life inaurers i.n this state, except 

that a society may provide f'or a quc:e p~riod for payment of 

premium9 of one full month in its certificates. The 

certlticatt.> shall also cont.tin a provision flt~tinq the a~ount 

of pretniuffls whieh are p&yable under the certificate and a 

provision reciting or setting rorth the substance of any 

sections of the society's laws Of req11lations in fore~ at the 

titne of issuance of the certificate which, It violated, will 

result In the termination or reduction of b~nrflta payable 

under the certlt~cate. If the laws of the society provide for 

expulsion or suspension of a ~efflber, the certificate ahall 

also contain a provision that any IDember expt.>lled or 

suspended, except for nonpayment ot a premium or within the 

contestable period for material ~larepresentation ln the 

application Cor membership or Insurance, may malntaln the 

cerUfic:ate in force by contlnuitlq payt"flent ot the required 
prer.~lum. 

1. A benefit contract isaued 011 the life of a person below 

the society's minimum aqe for adult membership may provide for 

transfer of contr~l of ownership to the insured at an a9e 

specified tn the certificate. A society may require approv~1 

of an application for membership In order to effect this 

transfer, and may provide in all other re~pecta tor the 

requlatlon, government, and control of auch certlftcatea and 

the rights, obligations, ano.J liabilities incident to, or 

connected with, the benefit contract. Ownership rlqhts prior 

to d transfer shall be specified in the certificate, 

8. A society may apedty the tP.rms .tnd cond1tlons on whi.ctl 

b~n~fit contracts m.ty be a~s~qned. 

C/l , ..., .... 
0 
0 
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Sec. 21. Nl~_SEC1'_!Q~- ~128. 20 N(INI·'ORrl:lTUHf': Bl:NEflTS, 

CASH SlHUU:No~:R VAI,UES, n:tfrli'ICATI:: LOANS, AND 01'11t:R OPTIONS. 

1. ror certlf1cates ~ssued before the pffectiv~ date of 

this Act, the vc11lue of every paitJ·up rwntorfl!itul·~ bt~nt!fi.t and 

the amooJnt of any cash surrt~ntJered value, loan, or other 

option granted &hall comply with ch4pter Sl2, Code 1989. 

2. for certitlcates issued on or after the effect1ve date 

ot thls Act for which re!Jerves are cornp1lted on the 

commissioner's 1980 standard mon:.tlity tahl€!, or any more 

recent table made appUcuble to late lns1Jrers, every paid-up 

nonforfeiture benefit and the amount of any cash aorrender 

value, loan, or other option granted sMall not be less than 

the correspondin9 a!llount ascertained in accordance with the 

laws of this state applicable to life lr\surers lssuinq 

policies containing like benefits based upon the same tables. 

SUBCHAPTER V 

FINANCIAL REQUlR&MEN'fS 

Sec. 22. NEW SECT!Q~· 512B.2l INVESTKEHTS. 
A society shall invest its ·funds only as duthot I zed by the 

laws of thle etate for the investment of assets of life 

insurers and subject to the same ll~itations. A foreiqn or 

allen eoclety pennHted or seeking to do business in this 

state which lnveata ita funds in accordance with the laws of 

the state or n&tlon in which it is incorporated, ~hall be held 

to ~eet the requirements of thle section for the investment of 

fund•. A aociety 019ani~ed under the laws of this etate shall 

depoeit securlt198 aa required of life insurance companlee 

pureuant to aectlon 511.8, eubsectlon 16. 

Sec. ll, NEW SECTION. 5129.22 ruNOS. 

1. 1\ll a&eeh ehAU be held, invested, and disbursed for 

the use and benefit of the society and a member or beneficiary 

shall not have or acquire individual eights in the society's 

aasets or beco~• entitled to an apportionment on the aurrendec 

ot any part of the society's assets, except as provideJ in the 

benefit contract. 
2. A society ~ay create, ~aintain, invest, di~burse, and 

apply any special fund or funds ne~essary to carry out a~y 

purpos~ permitted by the laws of tl)e sod~ty. 
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3. A scH:icty may, pursudflt to resolut 1011 of its supreme 

qcl~ernin9 body, establish a~d operate on~ oc more separate 

dccountti antS issue contrActs on a variable b.l!ll$, subject to 

the ,law requht.inq life i~surt!rs establlshirhJ equivale~t 

.lccoont~ ,-.r\d i~sui~q equlv.-tlent contr.1cts. To the extent the 

sodety deems it necessary in order to comply lo'lth any 

applicable federal or state laws, regulations, or rules, the 

socitHy m.ay adopt specictl proc:~dures for the corld~.tct of the 

bu~ines~ and affairs of a separate accotJnt; mdy, for persons 

havinq beneficial interests in the account, provide special 

voting and other riqtlta, including without limitation, special 

rights and procedures relating to investment poklcy, 

investment advisory services, selection of certified public 

accountants, and aelectio~ of a committee to manaqe the 

business and affairs of the account I and mav issue contracts 

ot\ a variable baals to which section 'lllB.l9, subaectlona 2 

and 4 shall not apply. 
SU BCil A PTF.R VI 

REGUI.ATION 

Sec. 24. tU:~f:~!ION. 512R.:n VAI,lJA'TlOtl. 

1. ·sta~dards of valuation for certificatt!~ issued before 

the effective date of this Act are those prov1ded by chapter 

512, Code 1989. 
2. The minimum atandacds of valuation for certiflcatea 

issued or\ oc after the effective date of this Act ahall be 

baaed on the following tables: 
a. For certificates of life inaurance, the co~laaionec's 

1980 standard ordinary ~octallty tAble or any more recent 

table ~ade appllcable to life insurers. 
b. For annuity and pure endowment certificates, for total 

and permanent disability benefits, for accidental death 

benefits and for no~cancellable accld~nt and health benefits, 

the tables at1ttlor1zed for use by llfe insurers in this atate. 

Paragraphs ''a" and .. b" are u~der valuation methods and 

standards, including interest assu~ptlons, 1n accordance with 

the lawg of this state 4ppllcable to l1fe inst1rers Issuing 

policies containing like benefit&. 

• 
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l. Ttle cotnrni.asioner m.1y, in the cmnmiss1oner's discretion, 

accept iu\othet standard for valuation if the commis'!lionar 

find!J lh~t the reserves pt'OdliCtid by the other atc:~.nd.:ud will 

not be less tn the aqgregate than reservea c:omput:ed in 

accordilnce wlth the mlnirtoum valuation &lclnd<Ho1s prescribttd by 

subaect.ion 2. The conunissioner may, in the commlssioner'& 

discretion, vary the standards of mortality appllcable to all 

benefit contracts on substc1ndard I i vtHJ or other extra 

hazardous llves by any 9oclety authorized to Jo business in 

this state. 

4. A society, with the consent of the commissioner of 

insurance of the state of domicile of the s?ciety anJ under 

conditions which the con·.missloner m&y imp<lse, tnay establlah 

and maintain reserves on Its cettl!icales in excess of the 

reserv~s oth~rwlse required, but the contractual riqhta of a 

benefit me~ber shall not. be affected by the exce9a reserves. 

Sec. 2!:1. ~EC!lQ!!• 5128.24 REPOB'fS. 

Report• shall be tlled in accordance with thia section. 

l. A society trans.lcting business in this state, on or 

before March 1 annually, unless for cau~e shown the time has 

been extended by the commissioner, shall flle with the 

commissioner a true state~ent of its financial condition, 

ttansactions, and affairs for the preceding c4lerldar yeac and 

shall pay a tee of twenty-five dollars. The statement 9hal1 

be In qeneral focm and content as approved by the national 

a•aoc1ation of insurance commissionecs for fratern~l benefit 

aoc1etles and &hall be supplemented by addition~l information 

aa adopted by rule of the commlss1oner. 

2. As part ot the annual statement, a society ahall, on oc 

before March l, tile with the commissioner of insurance a 

valuation ot Ita certificate9 in force on the last preceding 

oeceruber 31. However, the commissioner noay, for cause shown, 

elltend the time tor filin9 the valuation fur not more than two 

calendar ~ontha. The valuation shall tJ~ done in aC'cordance 

with U1e standards specltied in sectlon 51213.2.). The 

valuati<ln and ~nderlyinq ~ata H~dll be c~rtifi~d hy a 

qualified actuary or, i.ll ttlf! t!li:(H~nse of th(• !lfJ('Lt•ty, verified 

-
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''Y th~ actuary of the department elf insuranc:P of the state of 
dom1c:rle of the society. 

). A aociety tailin9 to fll~ ttle dnnual st.:tte10ent In the 

form and within the time provided by thia section shall 

forfelt one hundred dollars for each day durinq which the 

default continues, arid, upon notice by the c<>mrnisaloner to 

that effect, the society's authority to do bualnesa ln this 

state shall cease while the default continues. 

Sec. 26. N~ __ §.~'nQ~. 5128,2'> ANNUAL l.IC~NS£. 

A ~ociuty which is authorized to trdnsact business tn this 

state on the effective date of this Act, and a soclety 

licensed on or after the effective date of t.tds Act, e~ay 

continue in business tJntil April .)0, 1991. T'he authority of 

the society may thereafter be renewed annually. A license 

terrni 1\ates on the aucceedi n9 Apr i 1 10. How(.over, a 1 icenae 

iasued shall continue In full force and effecl untll a new 

license is issued or specifically refused. Yor each license 

or renewal the society shall pay the commissioner a fee ot 
twenty-five dullan. A duly certified copy or duplicate of 

the license 1a pr 1ma facie evidence that the llcenaee h a 

fraternal benefit society within the meaning of this chapter. 

Sec. 2·1. ~E'!_.§~'F.!':?~· 5128.26 EXAHINATION OF' SOCI&'TIES­

- NO AOVF.RSF. PUBLICATIONS. 

1. The corruotasloner, or the commissioner's de11l9nee, may 

examine a domestic, focelqn, or alien society tranaactlnq or 

applying for admission to transact business i.n thia state in 

the ·sclme 1nanner as authorized for examination ot a dornestlc, 

focei9n, or alien insurer. Require~ents of notice and an 

opportunity to reapond before flnJinqs are made publlc aa 

provided in the lawa requlatinq insurers are also applicable 

to the examination ot a society. 

2. The expense of each examinatl<ln dnd of each valuation, 

lncluJ1oq compensation CLLnd actual exp(tnae of exa"'inera, shall 

be paid by the aoclety exGrnlned or ~hose certificates are 

valued, upon statements furnished by the commissioner, 

Sec. 18. ~~~ ~lf~'!'.!Q~. 5128.27 rORF.I(;N OR ALIEN SOCl£TI' 
ADMISSION. 

(/) 
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A foreigr\ or alien ~o.:iety shc1rll not t.r,sns.H:t bnsiru~ss 1n 

this st~te without~ llc~nse i&fllled by th.:.- co:unmts!>loner. A 

soci~ty deslrin9 adm~ssion to th~s state shdl I strb~t.antlally 

comply with the requirement~ and limitdtione ot this chapter 

appl ic.-ble to domestic soci.et i.es. A sod ely fll<lY b1~ I ict!n$~d 

to tran~clrct business in tl\19 state upon filin9 \olith the 

conur.issioner all of the !ollo...,inq; 

1. A duly certified copy of its art1cles clt incorporation. 

2. A ~opy of ~ts bylc~rws, certa(ied by 1t~ &e~retary or a 

correspunding officer. 
), A power of attorney to the COJnlftltiSioner of insurance 48 

prescrlhed in section Sl28.JJ. 

4. A state•ent of itg business under clat.h of its president 

and secretary or correspondln9 officers in a form prescribed 

by the commi~aloner, duly vellfied by an exdmination made by 

the supervisin9 insurance official of its state of domicile, 

aati.sfclctory to the colt'llfllsstonf!r. 
5. Certification from the proper official of ita atate of 

dom~cilc that the aoc1ety is legally lnC<lrporat~J 3nd licensed 

to transact business in that ~tate. 

6. Copies of its certificate forms. 

·1. Other lnforrr.atlon the commissioner requlres. 

8. A showinq that its asset~ are inv~sted in accordance 

with this chapter. 
Sec. 29. ~-!~· SllB. 28 IttJlJNCTION -- LIQUIDATION 

fi£Ct:IVE.RSHIP Or DOJo\t:STIC SOCIET'l. 

1. When the commissioner upon investigation linda that a 

domestic society hae exceeded its power~; tailed to comply 
wlth a proviaion of this chapter; fatted to fulflll a contract 

lo 900d faiths failed to maintain a membership of not leea 

than four hundrtd after an existence of one year or rnore1 or 

conduct~d buslneae fraudulently or in a manner hazardous to 

lt• members, creditors, the public, or the business, the 

commissioner shall notify the society of the deficiency or 

deficiencies and stale in writin9 the reasons for the 

cotnmls9loner's dissatisfaction. The coCM\Issioner Shc!rll at 

once issue a written nor:lce to tht" 901.:iety reqtdrinq that the 

e 
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deficienc:y or deficienci~~ whiCh exi~t b~ cnrrected. After 

tht" notice of deficiency thf! s<l•:it!t)' has 3 thirty-day period 

in vhich to comply with the coi!Wiiasion€:c 's rPtJueat for 

correction, and if the !JOCiPt'l fc)ils t.o comply the 

c:omrnissi()nL"r shall notify tht:> societ.y o( 3 f1nding of 

rroncorn~l ianc~ and require ttle s<ll:iety to stH)"4 cause on or 

tJt:>(ore a date narned why it should t\Ot. b•! errJoined rrorn 

cany1n(j on any business unt 11 the VIOlclrt lon cornplair1ed of h.J.S 

b~en corre1:t~d. or ...,hy an action s~ek•nq •>lh~r legal or 

equiLltdt~ ct:>lief should not be comrnt~m:ed <tqc\lnst thp society. 

2. It by the date nc~rrned to sho'"' caur.e thl! society does n<lt 

pre!Jent <J()Od and sufficient. reasons why it should not be so 

enjoined or why an action sh~uld not be commenced, the 

commissioner rnay present the facts relat~nq to the aoc1aty to 

the attorney qeneral who shall com/flence .tn .H:tion to enjoin 

the society fro~ transacti.nq business or other action 

requested by the co~iaaioner. 

J. 1'he court in which an action is commenced pursuant to 

subsection 2 shall notify the officers of t~e eoclety of a 

hear1~q. If after a full heartnq It appear& th•t the society 

sMould be enjoined or liquidated or a rec~iv~r •ppo~nted, or 

other leqal or equitable relief awarded, the court shall enter 

the necessary order. A $Oclety so enjoi'ned does not have the 

authority to do business unlesa and until all of the following 

conditions are satisfied: 
a. The corrun1saioner finds that the violclrtion complained of 

has been corrected. 
b. The CI>St& of the action, includlnq reasonable attorney 

fees for the state'& attorney9 a~d expenses related to the 

case in which the injunction was entered, have been paid by 

the society if the court finds thclrt the society was in default 

as all~ged. 
c. The court has dissolved its injunction. 

d. The commhsioner has reinstated the certlflcate of 

dllthority of the society. 

4. lf the court ordera the sochty liquidated, it shall be 

enjoi.ned trow carcyinq on any f1Ht.her businl!:lS, and the 
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receiver of the society :~hall proc~cd at once to tdl\e 

poase:J:Ji"n of the bO<lks. papers, mont~)'. and otht~r .tssets of 

the society and, under the direc:tion of the CCl11rt, proceed to 

clos• tht affairs of lh~ society and to distr1but~ ita fundu 

to those entitled to them. 

5. If a receiver is to be appointed f()r a domestic 

society, the court shall appoint the cornrnissior\er of insurance 

au the receiver. 

6. The provisions of this set:tion relat.in9 to heacinc;~ by 

the commissioner, action by the attorney general • .H the 

request of the commls&loner, hearinq by thd court, injunction, 

and receivership are applicable to a society which voluntarily 

determines to 4iacontirlue businesg,, 

Sec. 30. NEW_SECTION. ~128.29 SUSPEtiSION, Rl::VOCA'I'ION, OR 

RE:rUSAl. Or LICENSE Ot' t'ORi;ION OR AJ,IEN SOCIE1"1'. 

1. When the commissioner upon investiqation finds that a 

foreigrl or alien aoclety transactinq or applyin9 to transact 

busineg,s in thls state haa exceeded ita powers; fdiled to 

comply with a provision of thla chapter; fa~led to fulf111 • 

contract ln 90od faith; or con<!\Jcted its businc~~ fraudulently 

or in d manner h•zardous to its members or creditors or the 

public, the co~1asioner shall notify the soc~ety of the 

deficiency or defic1enciea and state in writing the alleged 

facta or circumstances conetituting a deficiency. The 

COt'Miissionsr aha:ll at once Issue a wcittt!n notice to the 

society requlrLn9 that the deficiency ()r deficiencies which 

exist be corrected on or before thirty days !com entry of the 

notice of deficiency. ~fter notice the soctety has a thirty­

day period in which to cor'Qply with the col!lll'llssioner's request 

tor correction, and 1 f the society fails to comply the 

commhs1onec ehall notify the society of a finding of 

noncompilanc• •nd require the soc:iety to show c.catJse on or 

before ~ date natned why lts 11cenae should not be suspended, 

revoked, or refuaed. If, on or before the date named, the 

society doea not present good and sufficient re.ason why its 

licen~e to do business in this stdte Sl10uld not be 9U&peoded, 

revo~ed, ar refuaed, tJ1e conwi:1sinnet may !lu!lpt:>r\d 0(' c~fiJSe 

• • 
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the license of the society to do bu~lne~~ in thla state until 

evidence Udrtisf.actory to the commis!lion'~' is rurnhhed to the 

conuuig,uioner that the su~p~nslon or rt.'fu!Jdrl should be 

withdrawn ()f the commlssionf!r mdy rf~vok'! thE! license of the 

society to do business in this state. 

2. A aoclety whos~ license to do busint:>~s ln this state i5 

Stu!pended, revoked, or refused pursu,lnl to subsection l shall 

continue in ~ood faith all contracts made in thla state during 

the tlme the society was legally <luthorized to transact 

business in this st.tte. tack of authority to transact 

business within the state is not a defense to an action by a 

person aqain9t the society to enforce .a contrdct entered into 

by the aociety without compliance with this chapter, or prio1 

.applicable law. 

Sec. 31. NEW_SEC'riON. Sl20.30 STAU[)ING. 

A petition or co•plaint for injunction against a domestic. 

foreign, or allen society, qr lod9e shall not ba reco9nl:ed in 

a court of this state unless ~ade by the attorney 9eneral upon 

request of the corTI/T\issloner. 

Sec. 32. NEW .~£C~!ON. Sl28.11 (,JCENSING OF AGENTS. 

1. A9ents of societies shall be licensed 1n •ccordance 

with chapter S22 requlatinq the llcensin9, revoc•tlon, 

eua~p~nolon, or terrdnation of license of resident and 

nonresident aQents, but p.:rsons who were aqenta of a aocle-ty 

on or before July 1, 1970, are not required to take an 

exarnlrlation. 

2. ~n examination or license shall not be required of a 

re~u-lar salaried officer, employee, or member ot a licensed 

society who devotes subatant.ially all of the person's aervicts 

to activities other than the solicitation of fraternal 

insurance contracts from the public, and who doaa not receive 

for the solicit.atlon of such contracts a cornmhalon or other 

compeneation directly dependet\t upon thu arnount of brJalneaa 

obtalned. 

SeC. l.L ~~~- ~~~!'E~)~. Sl2B. J2 lnli'AIR ~t:TtiODS OP 

COM!'t..'"TJTJON AND UNFAIR ANO DF.C~;PTIV£ AC'fS Aim PRACTICt:S. 
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A ~OC1~ty ia subject tc' chapt~r ~010 reldtlng til unfdir 

i.nsurc\Jtcc trdde practices. Howevt!c, ch.:tptet SG78 does not 

apply to or affect the riqht of ~ soc:~ety to determine its 

eliqib~lity r~quire~ents fur membership, ~nd does not apply to 

or affect the offering tlf benefits exc:lus1v~ly to rnemtlers or 

persons ellqi.ble for membership in the sodety by il subsidiary 

corpor.HJOfl or aftiliated orqar\i.Zc\tion of a society. 

SUDCHP.PTt:R VII 

11ISC~I.LANf.OU~ 

Sec. H. ~l'W ~~'!'!Q~. ljl28 . .1J Sf:RVICI:: Of' PRf)(:t::SS. 

l. A (oreiqn or alien society dlithurlzed to do business in 

this state shall appoint in writing the commissioner to be lta 

true .and lawful attorney upon whom all lawful proceas In any 

action or proceeding a9ainst 1t shall be servcJ, and shall 

aqree in the vrltten consent to process that any lawfuk 

procesll aqainat it wh1ch is aerved on the coru.Jhissionur shall 

be of the 9dll\e le9al force and validity as it aerved upon the 

society, anJ that the authority sh.tll continue 1n force so 

lonq a9 anv liability remain& outstanding tn this state. 

Cople~ of the appointment, certified bv the corwnissloner, 

ahall be deemed aufflciet\t. evldenee of thu dppolnt.ment and 

ahall be admitted ~n evLJence with the same force and effect 

as th~ original may be admitted. 
2. Service of process shall only be nade upon the 

conwhsioner, or 1f absent, upon the person in charge of the 

co~D.~Dissiotler'a olf1ce. Service shall be made in duplicate and 

ahall conatltute aufficlent aervlce upon the society. When 

legal procesa aqainat a society ie ser~ed upon the 
cOCI\II'Iieaioner, the corrunissaoner ah.all forthwith forward one of 

the duplicate coplea by reqiatered mail, prepaid, directed to 

the eectetary oc correspondlnq officer ot the society. 

Service shall not require a eociety to file Its ana~er, 

pleading, or detenae in lesa than th!cty days team tne date of 
mailing the copv of the st.>rvice to a society. t.egdl process 

sh•ll not be served upon a society ~x•;ept in t.he rndnruH 

provided in thla section. 

Sec. lS. ~EW~F!'!...Q~· SlZB.H fl:f:VIi:W. 

• 
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All declsimHI and tindin~J9 (lt t.he COrt'JIIi9sioner !DAde under 

t.hls ct.•apter <He subject to revie\.1 pur~u<lnl. to chapter l'JA. 

Sec. 36. ~~~-~~C110~. S 1 21L JS PE~~t.Tn:s. 

1. A peraon who knowinqly rno~.kes a false or fraudulent 

3tdtemt~nt or representdtlnn in or relatin(] to ctn application 

for m~mbership or for the purpose of obtaininq mane)' frollll or a 

benefit ln a society, is qt1ilty of a trc1ud•Jlent practice. 

2. A persot\ who willfully mdkeli a fdlSt! or fraUd11lent 

statrment in a verified report or declardti(ln tinder oath 

rt~quired or dtJtt\ori.&ed by this ch,lptec, or o)f it materidl fact 

or thin<J contatned In a s\.lott\ statement cor\CI!rninCJ the death 

or disability of an insured tor the purpc>se of procurlnq 

payment of a henefit named in the certificate, is guilty of 

per jury. 
J. A person who solicits member~hip tor, or ln any manner 

assists in procurlnq ~crnber9hip ln, a society not licensed to 

do business ~n this st•te, is qullty ot c~ ~erioue ~isdemeanoc. 

4. A person quilty ot a willful violation of, or neglect 

01 refusal to compky with, a provision of this chapter for 

which a penalty ia not otherwise pre~cribed, is guilty of a 

simple misdemeanor. 
Sec. )7; ~£W §~~'!'ION. Sl1U.l6 EXE:Kf'TION OP CERTAIN 

SOCIE1'IES. 
1. This chapter does not affect or apply to any of the 

following: 
a. Grand or subordinate lod9es of societies, otdera, or 

aQooclations now doing bu~ine9s ln this state which provide 

benefits exclusively through local or subordinate lodges. 

b. Ordets, societies, or associations which admit to 

memberahip only persona enq•ged ln one or rn0te crafts or 

hazacdous occupationa, Ln the same or simildr llnea of 

buQlness, i.nsuring only their o...,n members and thelr families, 

and the spouses' aocletles or spouses' auxiliaries to such 

orders, societies, or associations. 
c. Ootne~tic so'-''aeties which lianit tht.>ic membership to 

eruployet~s ot a pdrticulac city or to~n. riesi".lnated flrrn, 

bus1tu~s~ hou:;e, or corpocatton wlllch provide for a death 

• 
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benefit of not more than tour hundreJ dollars or disdbillty 

benetlts of not ffiOre thdn three )Htndn!d fifty doll.Hs to any 

per!lon ill any one year, or both. 

d. Domestic aocieties c>r aasociat.ions of .J purt!ly 

reliqious, charitable, or benevol~nt descripti,ln, which 

provldt~ for a death benefit of not man~ tt'lolr'l foua h\lnda·ed 

dollcHS or for disability b~nefits of nut more tll.in three 

hundred fifty dollars l.o dRV one pers<ln in .any <lne year, or 

both, 

2. A soci~ty or as~ociati.on desca ibt.•d in subsection 1, 

paraqraph "a" or "'d"', which provides fo' death or disability 

benefit& fof wh1ch b~nefit certificates are iss~ed, and any 

such society or aaaoci.a.t ion included in paraqraph "d'' "-'hlch 

has rnore than one thousand members, is not exempt from thi.s 

chapter but shall comply wlth all requirements <lf this 

chapter. 

l. A society which is exempt from Lhe requirel'!ents of thh 

chapter, except a society described in sub~ection 1, paraqraph 

•b•, shall not give or 4llow, or promise to give or allow to 

any person any compensation tor procurin9 new members. 

4. A society which prov1des for benefits in ca8e or death 

or dla.tblllty resultinq solely fro.:n accident, and which does 

not obligate itaelt to pay natural dedth or si~k benefits, haa 

all of the prlvlleges and ia subject to all the applicable 

provision& of this chapter and rules adopted by the comrnlsalon 

pursuant to thl• chapter except that the proviskons relating 

to medical eumlnatlon, valuations of benefit cert.lficates, 

and lncontestablllty, do not apply to s~o.~ch a society. 

s. The conunlaaioner may require from a aodtity, by 

examination or otherwise, information that ~ill en~hle the 

cornml!:tsloner to deteraune whether the g.()Ciety i& e.:empt froll'l 

this chapter. 

6. A society exempt onder this ~cct~on, is also exempt 

from all other provls~ons of the qeneral insttrance laws of 

thia st.ate. 

Sec. 38. Chapter 512. Code 1989, ia repec\led. 

Sec. )9. 

SenJt~ File 2100, p. lO 

1'his Act is effective Janu<~ry 1, 1991. 

SP.C. 40. 

The Code editor ahall ma~e conforminq ~menJments to the 

Code dS req•1lred to corre<:t i.nterndl t('lerP.n•:es to cho~pter Sl2 

and desiqnC:tt.e in!JtPdd ne·.., ch,tpl•~• '>l21l. 

JO ANN ZIHMEH~AN 

Preskdent of the Senate 

.. ------------
OON.\t.O O. AVENSON 

Speaker o( the House 

1 hereby certify th•t this bill ortqln4led In the Senate and 

ls known as Senate rlle 2100, Seventy-third Gen•ral Aase~bly. 

Approved~~~~ , 

TERRY £, BRANSTAO 

Governor 

.JOliN f', OWY t:R 

Secretary of the Senate 
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