M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2001

By:

©CoOoO~NOUTr~WNE

Senat or (s) Kirby To: Insurance

SENATE BILL NO 2963
(As Passed the Senate)

AN ACT TO REGULATE LARCER FRATERNAL BENEFI T SOCI ETI ES; TO
DEFI NE CERTAI N TERM5; TO PROVI DE FOR QUALI FI CATI ONS FOR
MEMBERSHI P; TO PROVI DE CGRI EVANCE PROCEDURES; TO PROVI DE THAT
OFFI CERS AND MEMBERS OF THE SUPREME GOVERNI NG BODY OR ANY
SUBORDI NATE BCDY OF A SOCI ETY SHALL NOT BE PERSONALLY LI ABLE FOR
ANY BENEFI TS PROVI DED BY A SOCI ETY; TO PROVI DE FOR THE
ORGANI ZATI ON OF SCCI ETI ES; TO PROVI DE FOR CONSOLI DATI ONS AND
MERCGERS OF SOCI ETIES; TO PROVI DE FOR THE CONVERSI ON OF LARCER
FRATERNAL BENEFI T SOCI ETI ES | NTO MUTUAL OR STOCK | NSURERS; TO
AUTHORI ZE SOCI ETI ES TO PROVI DE CERTAI N CONTRACTUAL BENEFI TS; TO
REQUI RE EVERY SOCI ETY TO | SSUE TO EACH OMNER OF A BENEFI T CONTRACT
A CERTI FI CATE SPECI FYI NG THE AMOUNT OF BENEFI TS, TO REQUI RE
SOCI ETIES TO I NVEST I TS FUNDS ONLY | N SUCH | NVESTMENTS AS ARE
AUTHORI ZED BY THE LAWS OF THI S STATE FOR THE | NVESTMENT OF ASSETS
OF LI FE | NSURERS; TO PROVI DE FOR STANDARDS OF VALUATION; TO
REQUI RE EVERY SOCI ETY TO FI LE AN ANNUAL STATEMENT W TH THE
COW SSI ONER OF | NSURANCE; TO PROVI DE FOR ANNUAL LI CENSURE OF
SOCI ETIES; TO AUTHORI ZE THE COWM SSI ONER OF | NSURANCE TO | SSUE
I NJUNCTI ONS OR TO LI QUI DATE DOMESTI C SOCI ETI ES UPON CERTAI N
FI NDI NGS AFTER | NVESTI GATI ON; TO PROVI DE FOR THE SUSPENSI ON,
REVOCATI ON OR REFUSAL OF LI CENSE OF FOREI GN OR ALI EN SOCI ETI ES
UPON CERTAI N FI NDI NGS AFTER | NVESTI GATI ON;, TO PROVI DE CERTAI N
CRI M NAL PENALTI ES; TO EXEMPT CERTAI N SOCI ETI ES FROM THE
PROVI SIONS OF THI' S ACT; TO AMEND SECTI ONS 83-17-15 AND 83-17-101,
M SSI SSI PPl CODE OF 1972, TO CHANGE SECTI ON REFERENCES I N
CONFORM TY TO THI S ACT; TO AMEND SECTI ON 83-29-1, M SSI SSI PPI CODE
OF 1972, TO REVISE THE DEFI NI TI ON OF FRATERNAL BENEFI T SOCI ETI ES
VH CH ARE REGULATED UNDER CHAPTER 29, M SSI SSI PPl CODE OF 1972,
AND FOR RELATED PURPCSES.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI

ARTI CLE 1.
STRUCTURE AND PURPOSE

SECTION 1. Larger fraternal benefit societies.

Any incorporated society, order or suprene |odge, wthout
capital stock, including one exenpted under the provisions of
subsection (1) of Section 37 of this act whether incorporated or
not, conducted solely for the benefit of its nmenbers and their

beneficiaries and not for profit, operated on a | odge systemwth
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ritualistic formof work, having nore than Thirty Thousand

Dol l ars ($30,000.00) in total annual witten premium having a

representative formof governnent, and which provides benefits in
accordance wth this chapter, is hereby declared to be a |arger
fraternal benefit society.

SECTION 2. Lodge system

(1) A society is operating on the |odge systemif it has a
suprene governi ng body and subordi nate | odges i nto which nenbers
are elected, initiated or admtted in accordance with its | aws,
rules and ritual. Subordinate | odges shall be required by the
| aws of the society to hold regular neetings at |east once in
each nonth in furtherance of the purposes of the society.

(2) A society may, at its option, organize and operate
| odges for children under the m ninmum age for adult nenbership.
Menbership and initiation in |local |odges shall not be required
of such children, nor shall they have a voice or vote in the
managenent of the society.

SECTI ON 3. Representative form of governnent.

A society has a representative form of governnment when
(a) It has a suprenme governing body constituted in one
of the follow ng ways:

(i) Assenbly. The suprene governing body is an
assenbly conposed of del egates elected directly by the nmenbers or
at internediate assenblies or conventions of nenbers or their
representatives, together with other del egates as may be
prescribed in the society's laws. A society may provide for
el ection of delegates by mail. The el ected del egates shal
constitute a majority in nunber and shall not have | ess than
two-thirds of the votes and not |ess than the nunber of votes
required to amend the society's laws. The assenbly shall be
el ected and shall neet at |east once every four years and shal
el ect a board of directors to conduct the business of the society

bet ween neetings of the assenbly. Vacancies on the board of
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directors between el ections may be filled in the manner
prescri bed by the society' s | aws.

(ii) Direct Election. The supreme governing body
is a board conmposed of persons elected by the nenbers, either
directly or by their representatives in internedi ate assenblies,
and any ot her persons prescribed in the society's laws. A
society may provide for election of the board by mail. Each term
of a board nenber may not exceed four years. Vacancies on the
board between el ections nmay be filled in the manner prescribed by
the society's laws. Those persons elected to the board shal
constitute a majority in nunber and not |ess than the nunber of
votes required to anend the society's laws. A person filling the
unexpired termof an el ected board nenber shall be considered to
be an el ected nenber. The board shall neet at |east quarterly to
conduct the business of the society.

(b) The officers of the society are elected either by
t he suprene governing body or by the board of directors;

(c) Only benefit nenbers are eligible for election to
t he suprene governi ng body and the board of directors; and

(d) Each voting nenber shall have one vote; no vote
may be cast by proxy.

SECTION 4. Terns used.

Whenever used in this chapter:

(a) "Benefit contract" shall mean the agreenent for
provi sion of benefits authorized by Section 16 of this act, as
that agreenent is described in Section 19(1) of this act.

(b) "Benefit nenber" shall mean an adult nenber who is
designated by the laws or rules of the society to be a benefit
menber under a benefit contract.

(c) "Certificate" shall nean the docunent issued as
witten evidence of the benefit contract.

(d) "Comm ssioner"” shall nmean the Conmm ssioner of

| nsurance of this state.
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(e) "Laws" shall nean the society's articles of
i ncorporation, constitution and byl aws, however desi gnated.

(f) "Lodge" shall nmean subordi nate nenber units of the
soci ety, known as canps, courts, councils, branches or by any
ot her desi gnati on.

(g) "Premiuns" shall nean prem uns, rates, dues or
ot her required contributions by whatever nane known, which are
payabl e under the certificate.

(h) "Rules" shall nmean all rules, regulations or
resol utions adopted by the suprene governing body or board of
directors which are intended to have general application to the
menbers of the society.

(i) "Society" shall nean |l arger fraternal benefit

society as defined in Section 1 of this act, unless otherw se

i ndi cat ed.

SECTION 5. Purposes and powers.

(1) A society shall operate for the benefit of nenbers and
t heir beneficiaries by:

(a) Providing benefits as specified in Section 16 of
this act; and

(b) Operating for one or nore social, intellectual,
educational, charitable, benevolent, noral, fraternal, patriotic
or religious purposes for the benefit of its nenbers, which may
al so be extended to others.

Such purposes may be carried out directly by the society, or
indirectly through subsidiary corporations or affiliated
or gani zati ons.

(2) Every society shall have the power to adopt |aws and
rules for the governnment of the society, the adm ssion of its
menbers, and the managenent of its affairs. It shall have the
power to change, alter, add to or amend such |laws and rul es and
shal | have such other powers as are necessary and incidental to

carrying into effect the objects and purposes of the society.
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ARTI CLE 3.
VEVBERSHI P.
SECTION 6. Qualifications for nenbership.

(1) A society shall specify inits laws or rules:

(a) Eligibility standards for each and every cl ass of
menber ship, provided that if benefits are provided on the lives
of children, the mninmum age for adult nenbership shall be set at
not | ess than age fifteen (15) and not greater than age
twenty-one (21);

(b) The process for adm ssion to nenbership for each
menber shi p cl ass; and

(c) The rights and privil eges of each nenbership
cl ass, provided that only benefit nenbers shall have the right to
vote on the managenment of the insurance affairs of the society.

(2) A society may also admt social nmenbers who shall have
no voice or vote in the nmanagenent of the insurance affairs of
t he society.

(3) Menbership rights in the society are personal to the
menber and are not assi gnabl e.

SECTION 7. Location of office, neetings, comrunications to

nmenbers, grievance procedures.

(1) The principal office of any donestic society shall be
| ocated in this state. The neetings of its suprene governing
body may be held in any state, district, province or territory
wherein such society has at | east one subordinate | odge, or in
such other |ocation as determ ned by the suprene governing body,
and all business transacted at such neetings shall be as valid in
all respects as if such neetings were held in this state. The
m nutes of the proceedi ngs of the supreme governing body and of
the board of directors shall be in the English | anguage.

(2) (a) A society may provide inits laws for an official
publication in which any notice, report, or statenent required by

|l aw to be given to nmenbers, including notice of election, may be
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publ i shed. Such required reports, notices and statenents shal

be printed conspicuously in the publication. |If the records of a
society show that two (2) or nore nenbers have the sanme nailing
address, an official publication mailed to one (1) menber is
deened to be mailed to all nenbers at the same address unless a
menber requests a separate copy.

(b) Not l|ater than June 1 of each year, a synopsis of
the society's annual statenent providing an explanation of the
facts concerning the condition of the society thereby disclosed
shall be printed and mailed to each benefit nmenber of the society
or, in lieu thereof, such synopsis may be published in the
society's official publication.

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

SECTION 8. No personal liability.

(1) The officers and nmenbers of the suprenme governing body
or any subordi nate body of a society shall not be personally
| iable for any benefits provided by a society.

(2) Any person may be indemified and rei nbursed by any
society for expenses reasonably incurred by, and liabilities
i nposed upon, such person in connection with or arising out of
any action, suit or proceeding, whether civil, crimnal,
adm nistrative or investigative, or threat thereof, in which the
person may be involved by reason of the fact that he or she is or
was a director, officer, enployee or agent of the society or of
any firm corporation or organi zation which he or she served in
any capacity at the request of the society. A person shall not
be so indemified or reinbursed (a) in relation to any matter in
such action, suit or proceeding as to which he or she shal
finally be adjudged to be or have been guilty of breach of a duty
as a director, officer, enployee or agent of the society, or (b)
inrelation to any matter in such action, suit or proceeding, or

threat thereof, which has been nmade the subject of a conprom se
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settlenent; unless in either such case the person acted in good
faith for a purpose the person reasonably believed to be in or
not opposed to the best interests of the society and, in a
crimnal action or proceeding, in addition, had no reasonable
cause to believe that his or her conduct was unlawful. The
determ nati on whether the conduct of such person net the standard
required in order to justify indemification and rei nbursenent in
relation to any matter described in subsection (1) or (2) may
only be made by the suprene governing body or board of directors
by a majority vote of a quorum consisting of persons who were not
parties to such action, suit or proceeding or by a court of
conpetent jurisdiction. The termnation of any action, suit or
proceedi ng by judgnent, order, settlenent, conviction, or upon a
pl ea of no contest, as to such person shall not in itself create
a conclusive presunption that the person did not neet the
standard of conduct required in order to justify indemnification
and rei nbursenent. The foregoing right of indemification and
rei mbursenent shall not be exclusive of other rights to which
such person may be entitled as a matter of |aw and shall inure to
the benefit of his or her heirs, executors and adm ni strators.

(3) A society shall have power to purchase and naintain
i nsurance on behal f of any person who is or was a director,
of ficer, enployee or agent of the society, or who is or was
serving at the request of the society as a director, officer,
enpl oyee or agent of any other firm corporation, or organization
against any liability asserted agai nst such person and incurred
by himor her in any such capacity or arising out of his or her
status as such, whether or not the society would have the power
to indemify the person against such liability under this
section.

(4) No director, officer, enployee, nmenber or vol unteer of
a society serving wthout conpensation, shall be |iable, and no

cause of action may be brought, for damages resulting fromthe
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exerci se of judgnment or discretion in connection with the duties
or responsibilities of such person for the society unless such
act or omssion involved willful or wanton m sconduct.

SECTION 9. Wi ver.

The | aws of the society may provide that no subordinate
body, nor any of its subordinate officers or nenbers shall have
the power or authority to waive any of the provisions of the | aws
of the society. Such provision shall be binding on the society
and every nenber and beneficiary of a nenber.

ARTI CLE 5.
GOVERNANCE
SECTI ON 10. Organi zati on.

A donestic society organi zed on or after the effective date
of this chapter shall be fornmed as foll ows:

(a) Seven (7) or nore citizens of the United States, a
majority of whomare citizens of this state, who desire to forma
fraternal benefit society, may make, sign and acknow edge before
sone officer conpetent to take acknow edgnent of deeds, articles
of incorporation, in which shall be stated:

(i) The proposed corporate nanme of the society,
whi ch shall not so closely resenble the nane of any society or
i nsurance conpany as to be m sl eadi ng or confusing;

(i1) The purposes for which it is being forned
and the node in which its corporate powers are to be exercised.
Such purposes shall not include nore |liberal powers than are
granted by this chapter;

(iii) The nanmes and residences of the
i ncorporators and the nanes, residences and official titles of
all the officers, trustees, directors, or other persons who are
to have and exercise the general control of the managenent of the
affairs and funds of the society for the first year or until the
ensuing election at which all such officers shall be elected by

t he suprene governi ng body, which election shall be held not
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| ater than one (1) year fromthe date of issuance of the
permanent certificate of authority.

(b) Such articles of incorporation, duly certified
copies of the society's bylaws and rules, copies of all proposed
forms of certificates, applications therefor, and circulars to be
i ssued by the society and a bond conditioned upon the return to
applicants of the advanced paynents if the organization is not
conpleted within one (1) year shall be filed with the
comm ssi oner, who may require such further information as the
conmmi ssi oner deens necessary. The bond with sureties approved by
t he conm ssioner shall be in such anmount, not |ess than Three
Hundred Thousand Dol | ars ($300, 000. 00), nor nore than One MIIlion
Fi ve Hundred Thousand Dol |l ars ($1, 500, 000.00), as required by the
comm ssioner. Al documents filed are to be in the English
| anguage. |If the purposes of the society conformto the
requi renents of this chapter and all provisions of the | aw have
been conplied with, the comm ssioner shall so certify, retain and
file the articles of incorporation and shall furnish the
incorporators a prelimnary certificate of authority authorizing
the society to solicit nmenbers as hereinafter provided.

(c) No prelimnary certificate of authority granted
under the provisions of this section shall be valid after one
year fromits date or after such further period, not exceeding
one (1) year, as may be authorized by the comm ssioner upon cause
shown, unless the five hundred (500) applicants hereinafter
requi red have been secured and the organi zati on has been
conpl eted as herein provided. The charter and all other
proceedi ngs thereunder shall become null and void in one (1) year
fromthe date of the prelimnary certificate of authority, or at
the expiration of the extended period, unless the society shal
have conpl eted its organi zation and received a certificate of

authority to do business as hereinafter provided.
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302 (d) Upon receipt of a prelimnary certificate of

303 authority fromthe conm ssioner, the society may solicit nenbers
304 for the purpose of conpleting its organization, shall collect
305 fromeach applicant the anmount of not |ess than one (1) regular
306 nonthly premumin accordance with its table of rates, and shal
307 issue to each such applicant a receipt for the anmount so

308 collected. No society shall incur any liability other than for
309 the return of such advance prem um nor issue any certificate,
310 nor pay, allow, or offer or promse to pay or allow, any benefit
311 to any person until:

312 (i) Actual bona fide applications for benefits
313 have been secured on not |ess than five hundred (500) applicants,
314 and any necessary evidence of insurability has been furnished to
315 and approved by the society;

316 (ii) At least ten (10) subordinate | odges have
317 Dbeen established into which the five hundred (500) applicants
318 have been adm tted,

319 (iii) There has been submtted to the

320 conm ssioner, under oath of the president or secretary, or

321 corresponding officer of the society, a list of such applicants,
322 giving their nanmes, addresses, date each was adm tted, nanme and
323 nunber of the subordinate | odge of which each applicant is a

324 nenber, anmount of benefits to be granted and prem uns therefor;
325 and

326 (iv) It shall have been shown to the

327 conmi ssioner, by sworn statenent of the treasurer, or

328 corresponding officer of such society, that at |east five hundred
329 (500) applicants have each paid in cash at |east one (1) regular
330 nonthly premumas herein provided, which premuns in the

331 aggregate shall anpbunt to at |east One Hundred Fifty Thousand
332 Dollars ($150,000.00). Said advance prem uns shall be held in
333 trust during the period of organization and if the society has

334 not qualified for a certificate of authority within one (1) year,
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as herein provided, such premuns shall be returned to said
appl i cants.

(e) The conm ssioner may nmeke such exam nation and
require such further information as the conm ssioner deens
advi sabl e. Upon presentation of satisfactory evidence that the
society has conplied with all the provisions of |law, the
conmi ssioner shall issue to the society a certificate of
authority to that effect and that the society is authorized to
transact business pursuant to the provisions of this chapter.
The certificate of authority shall be prinma facie evidence of the
exi stence of the society at the date of such certificate. The
conmmi ssi oner shall cause a record of such certificate of
authority to be nmade. A certified copy of such record may be
given in evidence with Iike effect as the original certificate of
aut hority.

(f) Any incorporated society authorized to transact
business in this state at the tinme this chapter becones effective
shall not be required to reincorporate.

SECTION 11. Anmendnents to | aws.

(1) A donestic society may anend its |laws in accordance
with the provisions thereof by action of its supreme governing
body at any regul ar or special neeting thereof or, if its |aws so
provi de, by referendum Such referendum may be held in
accordance with the provisions of its laws by the vote of the
voting nmenbers of the society, by the vote of del egates or
representatives of voting nenbers or by the vote of |ocal | odges.
A society may provide for voting by mail. No anmendnent subm tted
for adoption by referendum shall be adopted unless, within six
(6) nonths fromthe date of subm ssion thereof, a majority of the
menbers voting shall have signified their consent to such
anmendnent by one (1) of the nethods herein specified.

(2) No anmendnment to the | aws of any donestic society shal

take effect unless approved by the comm ssioner who shall approve
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such anmendnent if the conmm ssioner finds that it has been duly
adopted and is not inconsistent with any requirenent of the | aws
of this state or with the character, objects and purposes of the
society. Unless the comm ssioner shall disapprove any such
amendnent within sixty (60) days after the filing of sane, such
anmendnent shall be considered approved. The approval or

di sapproval of the conm ssioner shall be forwarded in witing,
and mailed to the secretary or corresponding officer of the
society at its principal office. In case the comm ssioner

di sapproves such anendnent, the reasons therefor shall be stated
in such witten noti ce.

(3) Wthin ninety (90) days fromthe approval thereof by
t he conm ssioner, all such anmendnments, or a synopsis thereof,
shall be furnished to all nmenbers of the society either by nai
or by publication in full in the official publication of the
society. The affidavit of any officer of the society or of
anyone authorized by it to nmail any anendnents or synopsis
t hereof, stating facts which show that sanme have been duly
addressed and nmail ed, shall be prima facie evidence that such
amendnents or synopsis thereof, have been furnished the
addr essee.

(4) Every foreign or alien society authorized to do
business in this state shall file with the conm ssioner a duly
certified copy of all amendnents of, or additions to, its |aws
within ninety (90) days after the enactnent of sane.

(5) Printed copies of the | aws as anended, certified by the
secretary or corresponding officer of the society shall be prina
faci e evidence of the |egal adoption thereof.

SECTI ON 12. | nstitutions.

A society may create, maintain and operate, or nmay establish
organi zations to operate, not for profit institutions to further
the purposes permtted by Section 5(1)(b) of this act. Such

institutions may furnish services free or at a reasonabl e charge.
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Any real or personal property owned, held or |eased by the
society for this purpose shall be reported in every annual
statenent but shall not be allowed as an adm tted asset of such
soci ety.

SECTI ON 13. Rei nsurance.

(1) A donestic society may, by a reinsurance agreenent,
cede any individual risk or risks in whole or in part to an
i nsurer (other than another fraternal benefit society) having the
power to nmake such reinsurance and authorized to do business in
this state, or if not so authorized, one which is approved by the
conmi ssi oner but no such society may reinsure substantially al
of its insurance in force without the witten perm ssion of the
conm ssioner. It may take credit for the reserves on such ceded
risks to the extent reinsured, but no credit shall be allowed as
an admtted asset or as a deduction fromliability, to a ceding
society for reinsurance nade, ceded, renewed, or otherw se
becom ng effective after the effective date of this chapter,
unl ess the reinsurance is payable by the assum ng insurer on the
basis of the liability of the ceding society under the contract
or contracts reinsured without dimnution because of the
i nsol vency of the ceding society.

(2) Notw thstandi ng subsection (1) of this section, a
society may reinsure the risks of another society in a
consol idation, nerger or assunption reinsurance transaction
approved by the conm ssi oner.

SECTION 14. Consolidations and nergers.

(1) A donestic society may consolidate or nerge with any
ot her society by conplying with the provisions of this section.
It shall file with the conm ssioner:

(a) A certified copy of the witten contract
containing in full the terns and conditions of the consolidation

or nerger;
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(b) A sworn statenent by the president and secretary
or corresponding officers of each society show ng the financi al
condition thereof on a date fixed by the conm ssioner, but not
earlier than Decenber 31 next preceding the date of the contract;

(c) A certificate of such officers, duly verified by
their respective oaths, that the consolidation or nerger has been
approved by a two-thirds vote of the supreme governing body of
each society, such vote being conducted at a regular or speci al
meeting of each such body, or, if the society's laws so permt,
by mail; and

(d) Evidence that at |east sixty (60) days prior to
the action of the suprenme governing body of each society, the
text of the contract has been furnished to all nenbers of each
society either by mail or by publication in full in the official
publication of each society.

(2) If the conm ssioner finds that the contract is in
conformty with the provisions of this section, that the
financial statenents are correct, and that the consolidation or
merger is just and equitable to the nmenbers of each society, the
conmm ssi oner shall approve the contract and issue a certificate
to such effect. Upon such approval, the contract shall be in
full force and effect unless any society which is a party to the
contract is incorporated under the | aws of any other state or
territory. In such event the consolidation or nerger shall not
becone effective unless and until it has been approved as
provided by the | aws of such state or territory and a certificate
of such approval filed with the conm ssioner, or, if the |aws of
such state or territory contain no such provision, then the
consolidation or nerger shall not becone effective unless and
until it has been approved by the Conmm ssioner of |nsurance of
such state or territory and a certificate of such approval filed

with the conmm ssi oner.

S. B. No. 2963 *SS26/R543PS*
01/ SS26/ R543PS
PAGE 14



465
466
467
468
469
470
471
472
473
474
475
476
477
478
479
480
481
482
483
484
485
486
487
488
489
490
491
492
493
494
495
496
497

(3) Upon the consolidation or nerger becom ng effective as
herein provided, all the rights, franchises and interests of the
consolidated or nerged societies in and to every species of
property, real, personal or mxed, and things in action thereunto
bel ongi ng shall be vested in the society resulting from or
remai ning after the consolidation or nmerger w thout any other
i nstrunment, except that conveyances of real property nay be
evi denced by proper deeds, and the title to any real estate or
interest therein, vested under the laws of this state in any of
the societies consolidated or nerged, shall not revert or be in
any way inpaired by reason of the consolidation or nerger, but
shal | vest absolutely in the society resulting fromor renmaining
after such consolidation or nerger.

(4) The affidavit of any officer of the society or of
anyone authorized by it to mail any notice or docunent, stating
that such notice or docunent has been duly addressed and mail ed,
shall be prinma facie evidence that such notice or docunent has
been furnished the addressees.

SECTI ON 15. Conversion of fraternal benefit society into a

mut ual or stock insurer.

(1) Any donestic fraternal benefit society organized and
doi ng business under the laws of this state may be converted and
licensed as a nutual |life or nmutual life and disability insurance
conpany by conpliance with all the requirenents of Section
83- 31-15.

(2) Any fraternal benefit society organi zed and doi ng
busi ness under the laws of this state nay be converted into a
stock like or stock |life and disability conmpany upon the terns
and conditions as follows:

(a) \Wenever the suprene governing | egislative body of
any fraternal benefit society incorporated under the laws of this
state shall, by a two-thirds (2/3) vote, determ ne that a change

or conversion froma fraternal benefit society to a regular stock
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life or stock life and disability conpany shall be to the best
interest of the society and its nenbers, or when a mgjority of
the nenbers in good standi ng of any such donestic fraterna
benefit society shall in witing signify their desire for such
conversion, or in event the suprene governing |legislative body of
any fraternal benefit society prior to the adoption of this
chapter has by proper resolution expressed its desire and purpose
to change or convert said society into a level premumlife

i nsurance conpany, then in either event said fraternal benefit
society may adopt and file with the conm ssioner an anmendnment or
anmendnents to its articles of incorporation authorizing it to
change or convert froma fraternal to a domestic stock life or
stock life and disability conpany; and said anendnent shal

beconme operative upon its approval by the conm ssioner unless a

| ater time be provided in said anmendnent. |f the anmendnent is
approved by the comm ssioner, he or she shall issue a certificate
of approval in witing. Thereafter the conmpany shall have | egal
exi stence as a donestic stock life or stock life and disability
conpany as indicated by the anmendnment, may reorgani ze by the

el ection of a board of directors and the adoption of bylaws, and
proceed to transact the business of such conpany in accordance
with and subject to all [aws defining the powers and providing
for the regulation of stock life insurance conpanies.

(b) Provided, however, that no such conversion froma
fraternal benefit society to a regular stock or disability
conpany shall be had unless witten notice of such proposed
change be deposited in the United States mail, registered and
postage prepaid, to every nmenber of such fraternal benefit
society at their |ast known post office address at |east ninety
(90) days before the proposed change or conversion is to be acted
upon by the suprenme governing body; but notice provided herein
councils, or state or division grand | odges conposed of del egates

from branch councils or subordinate | odges, have by a two-thirds
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(2/3) vote already authorized or instructed its national counci
or suprene |egislative governing body to change or convert their
society into a level premumlife insurance or disability conpany
at the time this chapter becones effective or when such proposed
change to a stock life or stock life and disability conpany,
bef ore becom ng effective, is submtted to and unani nously
approved by the national council or suprene governing body of
such fraternal society at a regular neeting of such national
council or suprenme governing body, or a special neeting of the
national council or suprene governing body called by the national
or suprene president for the purpose of considering such
proposal. The national or suprene president of any such
fraternal benefit society may prepare in witing a ballot and, on
ninety days’ witten notice to each nenber, take a referendum
vote in witing as to any such proposed change or conversion. |If
two-thirds (2/3) of the nenbership by said referendumvote
aut hori ze the national council or suprene |egislative governing
body to change or covert the society into a stock life or stock
life and disability conmpany, then in that event the national
council or suprene |egislative governing body of said society may
proceed to vote said change, and its action in the prem ses shal
be bi nding upon all nenbers. The anmendnent to the charter, the
met hod of placing any surplus belonging to any such fraternal
benefit society to capital stock, and the nethod of prorating the
stock anmong nenbership in a way to protect the interests of al
pol i cyhol ders and nenbers, shall be under the jurisdiction and
approval of the conm ssioner.
ARTI CLE 7.
CONTRACTUAL BENEFI TS.
SECTI ON 16. Benefits.

(1) A society may provide the follow ng contractua
benefits in any form

(a) Death benefits;
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(b) Endowrent benefits;

(c) Annuity benefits;

(d) Tenporary or permanent disability benefits;

(e) Hospital, nmedical or nursing benefits;

(f) Funeral benefits;

(g) Mnunent or tonbstone benefits to the nenory of
deceased nenbers; and

(h) Such other benefits as authorized for life
insurers and which are not inconsistent with this chapter.

(2) A society shall specify inits rules those persons who
may be issued, or covered by, the contractual benefits in
subsection (1), consistent with providing benefits to nenbers and
their dependents. A society may provide benefits on the lives of
children under the m ninum age for adult nmenbership upon
application of an adult person.

SECTI ON 17. Beneficiari es.

(1) The owner of a benefit contract shall have the right at
all times to change the beneficiary or beneficiaries in
accordance with the laws or rules of the society unless the owner
wai ves this right by specifically requesting in witing that the
beneficiary designation be irrevocable. A society may, through
its laws or rules, Iimt the scope of beneficiary designations
and shall provide that no revocabl e beneficiary shall have or
obtain any vested interest in the proceeds of any certificate
until the certificate has becone due and payable in conformty
with the provisions of the benefit contract.

(2) A society may nmake provision for the paynent of funeral
benefits to the extent of such portion of any paynent under a
certificate as m ght reasonably appear to be due to any person
equitably entitled thereto by reason of having incurred expense
occasi oned by the burial of the nenber.

(3) |If, at the death of any person insured under a benefit

contract, there is no |l awmful beneficiary to whomthe proceeds
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shal | be payable, the anobunt of such benefit, except to the
extent that funeral benefits may be paid, shall be payable to the
personal representative of the deceased insured, provided that if
the owner of the certificate is other than the insured, such
proceeds shall be payable to such owner.

SECTI ON 18. Benefits not attachabl e.

No noney or other benefit, charity, relief or aid to be
pai d, provided or rendered by any society, shall be liable to
attachnment, garnishnent or other process, or to be seized, taken,
appropriated or applied by any | egal or equitable process or
operation of law to pay any debt or liability of a menber or
beneficiary, or any other person who nmay have a right thereunder,
either before or after paynent by the society.

SECTION 19. The benefit contract.

(1) Every society authorized to do business in this state
shall issue to each owner of a benefit contract a certificate
speci fying the anount of benefits provided thereby. The
certificate, together with any riders or endorsenents attached
thereto, the laws of the society, the application for nenbership,
the application for insurance and declaration of insurability, if
any, signed by the applicant, and all amendnents to each thereof,
shal |l constitute the benefit contract, as of the date of
i ssuance, between the society and the owner, and the certificate
shall so state. A copy of the application for insurance and
declaration of insurability, if any, shall be endorsed upon or
attached to the certificate. Al statenents on the application
shal | be representations and not warranties. Any waiver of this
provi sion shall be void.

(2) Any changes, additions or anendnents to the | aws of the
society duly nmade or enacted subsequent to the issuance of the
certificate, shall bind the owner and the beneficiaries, and
shal |l govern and control the benefit contract in all respects the

sanme as though such changes, additions or anmendnents had been
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made prior to and were in force at the tinme of the application
for insurance, except that no change, addition or anmendnment shal
destroy or dimnish benefits which the society contracted to give
the owner as of the date of issuance.

(3) Any person upon whose |life a benefit contract is issued
prior to attaining the age of majority shall be bound by the
terms of the application and certificate and by all the | aws and
rules of the society to the sane extent as though the age of
majority had been attained at the tinme of application.

(4) A society shall provide inits laws that if its
reserves as to all or any class of certificates becone inpaired
its board of directors or correspondi ng body may require that
there shall be paid by the owner to the society the anount of the
owner's equitable proportion of such deficiency as ascertained by
its board, and that if the paynent is not made either (a) it
shall stand as an indebtedness against the certificate and draw
interest not to exceed the rate specified for certificate | oans
under the certificates; or (b) in lieu of or in conbination with
(a), the owner may accept a proportionate reduction in benefits
under the certificate. The society may specify the manner of the
el ection and which alternative is to be presuned if no election
i s made.

(5) Copies of any of the docunents nentioned in this
section, certified by the secretary or corresponding officer of
the society, shall be received in evidence of the ternms and
condi tions thereof.

(6) No certificate shall be delivered or issued for
delivery in this state unless a copy of the formhas been filed
with the comm ssioner in the manner provided for |ike policies
issued by life and disability insurers in this state. Every
|ife, accident and sickness, health or disability insurance
certificate and every annuity certificate issued on or after one

(1) year fromthe effective date of this act nust be filed with
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t he conm ssioner and shall neet the standard contract provision
requi rements not inconsistent with this chapter for like policies
issued by life and disability insurers in this state, except that
a society may provide for a grace period for paynent of prem uns
of one (1) full nonth inits certificates. The certificate shal
al so contain a provision stating the anmount of prem uns which are
payabl e under the certificate and a provision reciting or setting
forth the substance of any sections of the society's |laws or
rules in force at the time of issuance of the certificate which
if violated, will result in the termnation or reduction of
benefits payabl e under the certificate. |If the laws of the
soci ety provide for expul sion or suspension of a nenber, the
certificate shall also contain a provision that any nenber so
expel l ed or suspended, except for nonpaynment of a prem um or
within the contestable period for material msrepresentation in
the application for nmenbership or insurance, shall have the
privilege of maintaining the certificate in force by continuing
paynent of the required prem um

(7) Benefit contracts issued on the lives of persons bel ow
the society's mninmum age for adult nenbership may provide for
transfer of control of ownership to the insured at an age
specified in the certificate. A society may require approval of
an application for nenbership in order to effect this transfer,
and may provide in all other respects for the regulation,
governnent and control of such certificates and all rights,
obligations and liabilities incident thereto and connected
therewith. Ownership rights prior to such transfer shall be
specified in the certificate.

(8) A society may specify the ternms and conditions on which
benefit contracts nay be assigned.

SECTION 20. Nonforfeiture benefits, cash surrender val ues,

certificate | oans and ot her options.
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(1) For certificates issued prior to one (1) year after the
effective date of this chapter, the value of every paid-up
nonforfeiture benefit and the anount of any cash surrender val ue,
| oan or other option granted shall conply with the provisions of
| aw applicable imediately prior to the effective date of this
act .

(2) For certificates issued on or after one (1) year from
the effective date of this act for which reserves are conputed on
the comm ssioner's 1941 Standard Ordinary Mirtality Table, the
comm ssioner's 1941 Standard Industrial Table or the
comm ssioner's 1958 Standard Ordinary Mrtality Table, or the
comm ssioner's 1980 Standard Mrtality Table, or any nore recent
tabl e nade applicable to life insurers, every paid-up
nonforfeiture benefit and the anount of any cash surrender val ue,
| oan or other option granted shall not be |l ess than the
correspondi ng anmount ascertained in accordance with the | aws of
this state applicable to life insurers issuing policies
containing |ike benefits based upon such tabl es.

ARTI CLE 9.
FI NANCI AL.
SECTION 21. [Investnents.

A society shall invest its funds only in such investnents as
are authorized by the laws of this state for the investnent of
assets of life insurers, and such securities shall be val ued
accordingly to the nethods used in valuing simlar securities
held by life insurers. Any foreign or alien society permtted or
seeking to do business in this state which invests its funds in
accordance with the laws of the state, district, territory,
country or province in which it is incorporated, shall be held to
neet the requirenments of this chapter for the investnent of
funds.

SECTI ON 22. Funds.
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(1) Al assets shall be held, invested and di sbursed for
the use and benefit of the society and no nenber or beneficiary
shal | have or acquire individual rights therein or becone
entitled to any apportionnent on the surrender of any part
t hereof, except as provided in the benefit contract.

(2) A society may create, maintain, invest, disburse and
apply any special fund or funds necessary to carry out any
purpose permtted by the |l aws of such society.

(3) A society may, pursuant to resolution of its suprene
governi ng body, establish and operate one or nore separate
accounts and issue contracts on a variable basis, subject to the
provisions of law regulating life insurers establishing such
accounts and issuing such contracts. To the extent the society
deens it necessary in order to conply wth any applicabl e federal
or state laws, or any rules issued thereunder, the society my
adopt special procedures for the conduct of the business and
affairs of a separate account, may, for persons having
beneficial interests therein, provide special voting and ot her
rights, including without Iimtation special rights and
procedures relating to investnent policy, investnent advisory
services, selection of certified public accountants, and
selection of a committee to manage the business and affairs of
the account, and nmay issue contracts on a variable basis to which
Section 19(2) and (4) of this act shall not apply.

SECTI ON 23. Exenption frominsurance |aws.

Except as herein provided, societies shall be governed by
this chapter and shall be exenpt fromall other provisions of the
i nsurance laws of this state, not only in governnmental relations
with the state but for every other purpose. No |aw hereafter
enacted shall apply to themunl ess they be expressly designated
t herein.

SECTI ON 24. Taxati on.
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Every soci ety organi zed or |licensed under this chapter is
her eby declared to be a charitable and benevol ent institution,
and all of its funds shall be exenpt fromevery state, county,
district, nunicipal and state tax other than |icense taxes as
defined by Section 27-15-83 and ad val orem taxes on real estate,
of fi ce equi pnent and notor vehicl es.

ARTI CLE 11.
REGULATI ON.
SECTI ON 25. Val uati on.

(1) Standards of valuation for certificates issued prior to
one (1) year after the effective date of this act shall be those
provi ded by the | aws applicable imediately prior to the
effective date of this act.

(2) The m nimum standards of valuation for certificates
i ssued on or after one (1) year fromthe effective date of this
chapter shall be based on the follow ng tables:

(a) For certificates of life insurance - the
comm ssioner's 1941 Standard Ordinary Mrtality Table, the
comm ssioner's 1941 Standard Industrial Mrtality Table, the
comm ssioner's 1958 Standard Ordinary Mrtality Table, the
comm ssioner's 1980 Standard Ordinary Mrtality Table, or any
nore recent table nade applicable to life insurers;

(b) For annuity and pure endownent certificates, for
total and permanent disability benefits, for accidental death
benefits and for noncancel abl e acci dent and heal th benefits -
such tables as are authorized for use by life insurers in this
state.

Al'l of the above shall be under valuation nmethods and
standards (including interest assunptions) in accordance with the
| aws of this state applicable to life insurers issuing policies
containing |like benefits.

(3) The conm ssioner may, in his or her discretion, accept

ot her standards for valuation if the conm ssioner finds that the
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reserves produced thereby will not be less in the aggregate than
reserves conputed in accordance with the m ni mum val uati on
standard herein prescribed. The comm ssioner may, in his or her
di scretion, vary the standards of nortality applicable to al
benefit contracts on substandard |ives or other extra hazardous
lives by any society authorized to do business in this state.

(4) Any society, with the consent of the Conm ssioner of
I nsurance of the state of domicile of the society and under such
conditions, if any, which the conm ssioner nmay inpose, may
establish and maintain reserves on its certificates in excess of
the reserves required thereunder, but the contractual rights of
any benefit nmenber shall not be affected thereby.

SECTI ON 26. Annual statenment.

(1) Every society transacting business in this state shal
annual ly, on or before March 1, unless for cause shown such tine
has been extended by the comm ssioner, file with the conm ssi oner
a true statenent of its financial condition, transactions and
affairs for the precedi ng cal endar year. The statenment shall be
in general formand context as approved by the National
Associ ation of Insurance Conm ssioners for fraternal benefit
societies and as suppl enented by additional information required
by the conm ssi oner.

(2) As part of the annual statenent herein required, each
society shall, on or before March 1, file with the comm ssioner a
valuation of its certificates in force on Decenber 31 | ast
precedi ng, provided the comm ssioner may, in his or her
di scretion for cause shown, extend the tine for filing such
val uation for not nore than two (2) cal endar nonths. Such
val uation shall be done in accordance with the standards
specified in Section 25 of this act. Such valuation and
underlying data shall be certified by a qualified actuary or, at
t he expense of the society, verified by the actuary of the

departnent of insurance of the state of domcile of the society.
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(3) A society neglecting to file the annual statenment in
the formand within the tine provided by this section nmay be
subject to a fine of One Hundred Dol lars ($100.00) for each day
during which such neglect continues, and its authority to do
business in this state may be suspended by the conm ssioner while
such default continues.

SECTI ON 27. Annual |icense.

Soci eties which are now authorized to transact business in
this state may continue such business until the first day of
March next succeeding the effective date of this chapter. The
authority of such societies may hereafter be renewed annually,
but in all cases to termnate on the first day of the succeeding
March. However, a license so issued shall continue in full force
and effect until the new |icense be issued or specifically
refused. For each such license or renewal the society shall pay
t he conm ssioner the fee prescribed in Section 27-15-83. A duly
certified copy or duplicate of such |icense shall be prinma facie
evidence that the licensee is a fraternal benefit society within
the neaning of this chapter.

SECTI ON 28. Exami nation of societies; no adverse

publ i cati ons.

(1) The comm ssioner, or any person he or she may appoint,
may exam ne any donestic, foreign or alien society transacting or
applying for adm ssion to transact business in this state in the
same manner as authorized for exam nation of domestic, foreign or
alien insurers. Requirenents of notice and an opportunity to
respond before findings are nade public as provided in the |aws
regul ating insurers shall also be applicable to the exam nation
of societi es.

(2) The expense of each exam nation and of each val uation,

i ncludi ng conpensati on and actual expense of exam ners, shall be
pai d by the society exam ned or whose certificates are val ued,

upon statenents furnished by the Conm ssi oner.
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SECTI ON 29. Foreign or alien society - adm ssion.

No foreign or alien society shall transact business in this
state without a license issued by the comm ssioner. Any such
society desiring admssion to this state shall conply
substantially with the requirenents and limtations of this
chapter applicable to donestic societies. Any such society may
be licensed to transact business in this state upon filing with
t he comm ssi oner:

(a) Aduly certified copy of its chapters of
i ncor poration;

(b) A copy of its bylaws, certified by its secretary or
correspondi ng of ficer;

(c) A power of attorney to the comm ssioner as
prescribed in Section 83-29-135;

(d) A statenent of its business under oath of its
presi dent and secretary or corresponding officers in a form
prescri bed by the conm ssioner, duly verified by an exam nation
made by the supervising insurance official of its hone state or
other state, territory, province or country, satisfactory to the
comm SsSi oner;

(e) Certification fromthe proper official of its hone
state, territory, province or country that the society is legally
i ncorporated and licensed to transact business therein;

(f) Copies of its certificate forns; and

(g) Such other information as the conm ssioner nmay deem

necessary;
and upon a showing that its assets are invested in accordance
with the provisions of this chapter.

SECTION 30. Injunction - liquidation - receivership of

donestic society
(1) Wen the conm ssioner upon investigation finds that a
donestic society:

(a) Has exceeded its powers;

S. B. No. 2963 *SS26/R543PS*
01/ SS26/ R543PS
PAGE 27



891
892
893
894
895
896
897
898
899
900
901
902
903
904
905
906
907
908
909
910
911
912
913
914
915
916
917
918
919
920
921
922
923

(b) Has failed to conply with any provision of this
chapter;

(c) Is not fulfilling its contracts in good faith;

(d) Has a nenbership of |less than four hundred (400)
after an existence of one (1) year or nore; or

(e) Is conducting business fraudulently or in a
manner hazardous to its nenbers, creditors or the public;
t he conm ssioner shall notify the society of such deficiency or
deficiencies and state in witing the reasons for his or her
di ssatisfaction. The conmm ssioner shall sinultaneously issue a
witten notice to the society requiring that the deficiency or
deficiencies which exist be corrected. After such notice the
society shall have a thirty-day period in which to conply with
the comm ssioner's request for correction, and if the society
fails to comply, the comm ssioner shall take such action as is
necessary and appropriate under Chapter 24 of Title 83.

(2) The conm ssioner may take such action as is necessary

and appropriate under this section as respects a donestic society
whi ch shall voluntarily determ ne to discontinue business.

SECTI ON 31. Suspension, revocation or refusal of |icense of

foreign or alien society.

(1) Wen the conm ssioner upon investigation finds that a
foreign or alien society transacting or applying to transact
business in this state:

(a) Has exceeded its powers;

(b) Has failed to conply with any of the provisions of
this chapter;

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

(d) Is conducting its business fraudulently or in a
manner hazardous to its menbers or creditors or the public;
t he conm ssioner shall notify the society of such deficiency or
deficiencies and state in witing the reasons for his or her

di ssati sfaction. The comm ssioner shall at once issue a witten
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notice to the society requiring that the deficiency or
deficiencies which exist are corrected. After such notice the
society shall have a thirty-day period in which to conply with
the comm ssioner's request for correction, and if the society
fails to conmply the conm ssioner shall notify the society of such
findi ngs of nonconpliance and require the society to show cause
on a date naned why its license should not be suspended, revoked
or refused. |If on such date the society does not present good
and sufficient reason why its authority to do business in this
state shoul d not be suspended, revoked or refused, the
conmi ssi oner may suspend or refuse the license of the society to
do business in this state until satisfactory evidence is

furni shed to the conm ssioner that such suspension or refusal
shoul d be wi thdrawn or the conm ssioner nmay revoke the authority
of the society to do business in this state.

(2) Nothing contained in this section shall be taken or
construed as preventing any such society fromcontinuing in good
faith all contracts made in this state during the tine such
society was legally authorized to transact business herein.

SECTI ON 32. I njunction.

No application for injunction against or proceeding for the
di ssolution of or the appointnent of a receiver for any donestic
society, or |odge thereof, or against any foreign or alien
society, shall be entertained in any court of this state unless
made by the Attorney Ceneral or the conmm ssioner.

SECTI ON 33. Licensing of agents.

(1) Agents of societies shall be |licensed in accordance
with the provisions of Chapter 17 of Title 83.

(2) No exam nation or |icense shall be required of any
regul ar salaried officer, enployee or nenber of a |licensed
soci ety who devotes substantially all of his or her services to
activities other than the solicitation of fraternal insurance

contracts fromthe public, and who receives for the solicitation
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of such contracts no conm ssion or other conpensation directly
dependent upon the anmount of busi ness obtai ned.

SECTION 34. Unfair nethods of conpetition and unfair and

deceptive acts and practices.

Every society authorized to do business in this state shal
be subject to the provisions Chapter 5 of Title 83 relating to
unfair practices; provided, however, that nothing therein shal
be construed as applying to or affecting the right of any society
to determine its eligibility requirenments for nenbership, or be
construed as applying to or affecting the offering of benefits
exclusively to nenbers or persons eligible for nenbership in the
society by a subsidiary corporation or affiliated organization of
t he society.

ARTI CLE 13.
M SCELLANEQUS PROVI SI ONS

SECTI ON 35. Service of process.

(1) Every society authorized to do business in this state
shall appoint in witing the comm ssioner and each successor in
office to be its true and | awful attorney upon whom all | awf ul
process in any action or proceeding against it shall be served,
and shall agree in such witing that any | awful process agai nst
it which is served on such attorney shall be of the sane |ega
force and validity as if served upon the society, and that the
authority shall continue in force so long as any liability
remains outstanding in this state. Copies of such appointnent,
certified by the conm ssioner, shall be deened sufficient
evi dence thereof and shall be admtted in evidence with the sane
force and effect as the original thereof m ght be admtted.

(2) Service shall only be nade upon the comm ssioner, or if
absent, upon the person in charge of his or her office. It shal
be made in duplicate and shall constitute sufficient service upon
the society. Wen |egal process against a society is served upon

t he conm ssioner, he shall forthwith forward thirty (30) of the
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duplicate copies by registered mail, prepaid, directed to the
secretary or corresponding officer. No such service shal
require a society to file its answer, pleading or defense in |ess
than thirty (30) days fromthe date of mailing the copy of the
service to a society. Legal process shall not be served upon a
soci ety except in the manner herein provided.

(3) At the tine of serving any process upon the
conmi ssioner, the plaintiff or conplainant in the action shal
pay to the conmissioner a fee of Four Dollars ($4.00).

SECTI ON 36. Penal ti es.

(1) A person who shall knowingly or willfully make any
fal se or fraudul ent statement or representation in or relating to
any application for nmenbership or for the purpose of obtaining
noney fromor a benefit in any society, shall be guilty of a
m sdenmeanor and upon conviction thereof be fined not |ess than
One Hundred Dol lars ($100.00) nor nore than Five Hundred Dol l ars
($500.00), or inprisonnent in the county jail not |ess than
thirty (30) days nor nore than one (1) year, or both, in the
di scretion of the court.

(2) Any person who shall willfully make a fal se or
fraudul ent statenment in any verified report or declaration under
oath required or authorized by this chapter, or of any materi al
fact or thing contained in a sworn statenent concerning the death
or disability of an insured for the purpose of procuring paynent
of a benefit naned in the certificate, shall be guilty of perjury
and shall be subject to the penalties therefor prescribed by |aw.

(3) Any person who solicits nenbership for, or in any
manner assists in procuring nmenbership in, any society not
| i censed to do business in this state shall upon conviction
t hereof be fined not less than Fifty Dollars ($50.00) nor nore
t han Two Hundred Dol | ars ($200. 00).

(4) Any person guilty of a willful violation of, or neglect

or refusal to conply with, the provisions of this chapter for
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which a penalty is not otherw se prescribed shall upon conviction
t hereof be fined not exceeding Two Hundred Dol |l ars ($200. 00).

SECTI ON 37. Exenption of certain societies.

(1) Nothing contained in this chapter shall be so construed
as to affect or apply to grand or subordi nate | odges of Masons,
Qdd Fel |l ows, or Knights of Pythias exclusive of the insurance
departnment of the suprene | odge Knights of Pythias, and the
Juni or Order of United Anerican Mechanics excl usive of
beneficiary degree or insurance branch of the National Counci
Junior Order United American Mechanics, or societies which admt
to menbership only persons engaged in one or nore hazardous
occupation in the same or simlar |ines of business. The
Comm ssi oner of Insurance nmay require fromany society such
information as will enable himto determ ne whet her such society
is exenpt fromthe provisions of this chapter.

(2) Any larger fraternal benefit society heretofore
organi zed and i ncorporated and operating within the definition
set forth in Section 1 of this act providing benefits in case of
death or disability resulting solely from accidents, but which
does not obligate itself to pay death or sick benefits, nmay be
| i censed under the provisions of this chapter, and shall have al
the privileges and shall be subject to all the provisions and
regul ations of this chapter, except that the provisions of this
chapter as to valuations of benefit certificates shall not apply
to such society.

(3) The conmm ssioner may require fromany society or
associ ation, by exam nation or otherw se, such information as
wi |l enable the comm ssioner to determ ne whether such society or
association is exenpt fromthe provisions of this chapter.

(4) Societies exenpted under the provisions of this section
shall al so be exenpt fromall other provisions of the insurance
| aws of this state.

SECTI ON 38. Revi ew.
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Al'l decisions and findings of the comm ssioner nmade under
the provisions of this chapter shall be subject to review as set
forth in Section 83-6-41 or otherwise in Title 83 as respects the
particul ar subject matter involved.

SECTI ON 39. Severability.

I f any provision of this chapter or the application of such
provision to any circunstance is held invalid, the remainder of
the chapter or the application of the provision to other
circunstances, shall not be affected thereby.

SECTI ON 40. Section 83-17-15, M ssissippi Code of 1972, is
anmended as foll ows:

83-17-15. Sections 83-17-7 through 83-17-15 shall apply to
all insurance conpani es operating under the insurance | aws of
M ssi ssi ppi, including stock conpanies. However, the cited
sections shall not apply to reciprocal exchanges, mutual, or
i nterinsurance conpanies. Said sections shall not apply to

fraternal societies as defined by Section 83-29-1 and | arger

fraternal benefit societies as defined in Section 1 of Senate Bil

No. 2963, 2001 Requl ar Sessi on.

SECTI ON 41. Section 83-17-101, M ssissippi Code of 1972, is
amended as foll ows:

83-17-101. Wienever used in this article, certain terns
shal | be defined as follows:

(a) The term"agent" shall include all individuals,
partnershi ps, and any corporation, who act in any nmanner, directly
or indirectly, as such in the solicitation of, negotiation for, or
procurenment or neking of a contract of life, health or accident
i nsurance, or making of an annuity contract, and includes hospital
servi ce associ ation agents; except that the term"agent"” shall not
include any regul ar salaried officer or enployee of a |licensed
insurer or of a |licensed insurance agent who does not solicit or
accept fromthe public applications for any such contract. A

regul ar salaried officer or enployee of an insurer authorized to
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do business in this state shall not be deenmed to be an "agent" by
reason of rendering assistance to or on behalf of a |licensed

i nsurance agent, provided that such salaried officer or enployee
devotes substantially all of his tinme to activities other than the
solicitation of applications for life, health or accident

i nsurance or annuity contracts and recei ves no conm ssion or ot her
conpensation directly dependent upon the amount of business
obt ai ned. The possessor of an insurable interest in any risk or
subj ect of insurance shall not be deened an agent by reason of
procuring or maintaining, or agreeing to procure or nmaintain,

i nsurance extending to such interests, together with the interest
or interests of others in such risk or subject of insurance,
however the cost may be borne.

(b) The term"inactive agent"” shall mean an individua
who is retired, disabled or has not obtained fromthe Conmm ssioner
of Insurance a current continuous certificate. An inactive agent
shall not solicit new business or service existing business, but
may receive renewal conm ssions.

(c) The term "supervising general agent” as used in
this article refers to and includes any person, partnership,
associ ation or corporation, having authority to serve as trustees,
managers or adm nistrators, except attorneys at law, for such
| i censed i nsurance conpanies or their insureds in the handling of
i nsurance prograns underwitten by such |icensed insurance
conmpani es, or in which they may be participating.

(d) The term "insurance contract” shall nean any
contract or policy affecting life, health or accident insurance or
any annuity contract on behalf of any conpany or insurer engaged
in the business of witing life, health or accident insurance or
annuity contracts.

(e) The term "excess risk"” shall nmean all or any
portion of a life, health or accident insurance risk or contract

of annuity for which application is nade to an agent and which
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exceeds the anobunt of insurance or annuity which will be provided
by the insurer for which such agent is |icensed.

(f) The term"rejected risk"” shall nean a life, health
or accident insurance risk or annuity contract for which
application has been nade to an agent and which insurance or
annuity contract is declined by the insurer for which such agent
is |licensed.

(g) The term "comm ssioner” shall nean the Conm ssi oner
of Insurance of the State of M ssissippi.

(h) The ternms "conpany" and "insurer” shall nean a
corporation, association, hospital and/or nedical service
associ ati on, exchange, order or society witing life, health and
acci dent and/or hospital insurance or annuity contracts, but shal

not include fraternal societies as defined in Section 83-29-1 and

larger fraternal benefit societies as defined in Section 1 of

Senate Bill No. 2963, 2001 Requl ar Sessi on.

(i) The term"person"” shall nmean any i ndividual,
partnership or corporation incorporated pursuant to Sections
79-10-1 through 79-10-117, being the M ssissippi Professional
Cor poration Act, and Sections 79-29-901 through 79-29-933, being
the Mssissippi Limted Liability Conpany Act, except as otherw se
l[imted by Section 83-17-105.

SECTI ON 42. Section 83-29-1, M ssissippi Code of 1972, is

anended as foll ows:

83-29-1. Any corporation, society, order, or voluntary
associ ation without capital stock, organized and carried on solely
for the nutual benefit of its nenbers and their beneficiaries and

not for profit, and having less than Thirty Thousand Dol |l ars

($30,000.00) in total annual witten prem um having a | odge

system and representative formof government, or which limts its
menbership to a secret fraternity having a | odge system and

representative formof governnent, and which shall nake provision
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for the paynment of benefits in accordance with Section 83-29-9 is
hereby declared to be a fraternal benefit society.

SECTI ON 43. Sections 1 through 39 of this act shall be
codified as a separate chapter within Title 83, M ssissippi Code
of 1972.

SECTION 44. This act shall take effect and be in force from
and after July 1, 2001.
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