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Ch. 89 FRATERNAL BENEFIT SOCIETIES 13 § 2341

CHAPTER 89
FRATERNAL BENEFIT SOCIETIES

Subch. Sec.
I. General Provisions ... ... ____ ____. 2341
II. Existing Corporations and Associations ... ... ______ 2391
III. Organization and Operation -.._. e 2431
IV, Agents _ el 2481
V. Foreign or Alien Societies - ... ... ... 2521
VI. Certificates - 2561
VII. Benefits and Payments ... . ... ... 2601
VIII. Examinations . ... ... 2641

SUBCHAPTER 1
GENERAL PROVISIONS

Sec.

2341, Definitions; fraternal benefit society; commissioner.
2342, —Lodge system.

2343. —Representative form of government.
2344, Service of process.

2345. Taxation.

2346. Exemptions; insurance laws.

2347. -—Certain societies.

2348. Injunctions.

2849, Review.

2350. Penalties.

§ 2341. Definitions; fraternal benefit society; commission-
er

Any incorporated society, order or supreme lodge, without
capital stock, including one exempted under section 2347, sub-
section 2, whether incorporated or not, conducted solely for the
benefit of its members and their beneficiaries and not for profit,
operated on a lodge system with ritualistic form of work, having
a representative form of government, and which makes provision
for the payment of benefits in accordance with this chapter, is
declared to be a fraternal benefit society.

When used in this chapter the word “society,” unless other-
wise indicated, shall mean fraternal benefit society.

2 Maine Rev.Stats.—44 689



13 §2341 CORPORATIONS Title 13

When used in this chapter the word “commissioner” shall
mean the Insurance Commissioner.

1957, c. 217, § 1; 1959, c. 378, § 51.

§ 2342. —Lodge system

A society having a supreme legislative or governing body and
subordinate lodges or branches by whatever name known, into
which members are elected, initiated or admitted in accordance
with its constitution, bylaws, ritual and rules, which subordinate
lodges or branches shall be required by the bylaws of the society
to hold regular meetings at least once in each month, shall be
deemed to be operating on the lodge system,

1957, c. 217, § 1.

§ 2343. —Representative form of government

A society shall be deemed to have a representative form of
government when:

1. Legislative or governing body. It provides in its con-
stitution or bylaws for a supreme legislative or governing body,
composed of representatives elected either by the members or by
delegates elected directly or indirectly by the members, together
with such other members of such body as may be prescribed by
the society’s constitution and bylaws;

2. Representatives. The representatives elected constitute
a majority in number and have not less than 24 of the votes nor
less than the votes required to amend its constitution and by-
laws;

3. Meetings. The meetings of the supreme legislative or
governing body and the election of officers, representatives or del-
egates are held as often as once in 4 calendar years;

4. Eligibility of member. Each insured member shall be
eligible for election to act or serve as a delegate to such meet-
ing;

5. Board of directors. The society has a board of directors
charged with the responsibility for managing its affairs in the in-
terim between meetings of its supreme legislative or governing
body, subject to control by such body and having powers and
duties delegated to it in the constitution or bylaws of the so-
ciety;
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Ch. 89 FRATERNAL BENEFIT SOCIETIES 13 § 2345

6. Election of board. Such board of directors is elected by
the supreme legislative or governing body, except in case of filling
a vacancy in the interim between meetings of such body;

7. Election of officers. The officers are elected either by the
supreme legislative or governing body or by the board of directors;
and

8. No vote by proxy. The members, officers, representa-
tives or delegates shall not vote by proxy.

1957, ¢c. 217, § 1.

§ 2344. Service of process

Every society authorized to do business in this State shall
appoint in writing the commissioner and each successor in office
to be its true and lawful attorney upon whom all lawful process
in any action or proceeding against it shall be served, and shall
agree in such writing that any lawful process against it which is
served on said attorney, shall be of the same legal force and va-
lidity 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 appointment, certified by said com-
missioner, shall be deemed sufficient evidence thereof and shall
be admitted in evidence with the same force and effect as the orig-
inal thereof might be admitted.

Service shall only be made upon the commissioner, or if ab-
sent, upon the person in charge of his office. It shall be made in
duplicate and shall constitute sufficient service upon the society.
While legal process against a society is served upon the commis-
sioner, he shall forthwith forward one of the duplicate copies by
registered mail, prepaid, directed to the secretary or correspond-
ing officer. ILegal process shall not be served upon a society ex-
cept in the manner provided. At the tire of serving any process
upon the commissioner, the plaintiff or complainant in the action
shall pay to the commissioner a fee of $2.

1957, c. 217, § 1; 1961, c. 317, § 208.

§ 2345. Taxation

Every society organized or licensed under this chapter is
declared to be a charitable and benevolent institution, and all of
its funds shall be exempt from all and every state, county, dis-
trict, municipal and school tax other than taxes on real estate and
office equipment.

19537, ¢. 217, § 1.
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13 § 2346 CORPORATIONS Title 13

§ 2346. Exemptions; insurance laws

Except as provided in this chapter, societies shall be gov-
erned by this chapter and shall be exempt from all other insur-
ance laws of this State, not only in governmental relations with
the State, but for every other purpose. No law hereafter enact-
ed shall apply to them, unless they be expressly designated there-
in.

1957, ¢. 217, § 1.

§ 2347. —Certain societies

Nothing contained in this chapter shall be so construed as to
affect or apply to:

1. Grand or subordinate lodges. Grand or subordinate
lodges of societies, orders or associations now doing business in
this State which provide benefits exclusively through local or sub-
ordinate lodges;

2. Craft societies; ladies’ auxiliaries. Orders, societies or
associations which admit to membership only persons engaged in
one or more crafts or hazardous occupations, in the same or simi-
lar lines of business, and the ladies’ societies or ladies’ auxiliaries
to such orders, societies or associations;

3. Municipal employees; limited benefits. Domestic socie-
ties which limit their membership to employees of a particular
municipality, designated firm, business house or corporation
which provide for a death benefit of not more than $400 or dis-
ability benefits of not more than $350 to any person in any one
year, or both; or

4., Charitable societies. Domestic societies or associations
of a purely religious, charitable or benevolent description, which
provide for a death benefit of not more than $400 or for disability
benefits of not more than $350 to any one person in any one
year, or both,

Any such society or association described in subsections 3
or 4 which provides for death or disability benefits for which
benefit certificates are issued, and any such society or association
included in subsection 4 which has more than 1,000 members,
shall not be exempted from this chapter but shall comply with all
requirements thereof.

No society which, by this section, is exempt from the re-
quirements of this chapter, except any society described in sub-
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section 2, shall give or allow, or promise to give or allow to any
person any compensation for procuring new members.

Every society which provides for benefits in case of death or
disability resulting solely from accident, and which does not obli-
gate itself to pay natural death or sick benefits shall have all of
the privileges and be subject to all the applicable provisions and
regulations of this chapter except that the provisions thereof re-
lating to medical examination, valuations of benefit certificates,
and incontestability, shall not apply to such society.

The commissioner may require from any society or associa-
tion, by examination or otherwise, such information as will enable
him to determine whether such society or association is exempt
from this chapter. _

Societies, exempted under this section, shall be exempt from
all other insurance laws of this State.

1957, ¢. 217, § 1.

§ 2348. Injunctions

No application or petition for injunction against any domes-
tic, foreign or alien society, or branch thereof, shall be recogniz-
ed in any court of this State unless made by the Attorney General
upon request of the commissioner.

1957, c. 217, § 1.

§ 2349. Review

All decisions and findings of the commissioner made under
this chapter shall be subject to review by proper proceedings in
any court of competent jurisdiction in this State.

1957, c. 217, § 1.

§ 2350. Penalties

Any person who willfully makes a false or fraudulent state-
ment in or relating to an application for membership or for the
purpose of obtaining money from or a benefit in any society, shall
upon conviction be punished by a fine of not less than $100 nor
more than $500 or imprisonment in the county jail for not less
than 30 days nor more than 11 months, or by both.

Any person who willfully makes a false or fraudulent state-
ment in any verified report or declaration under oath required or
authorized by this chapter, or of any material fact or thing con-
tained in a sworn statement concerning the death or disability
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of a member for the purpose of procuring payment of a benefit
named in the certificate, shall be guilty of perjury and shall be
subject to the penalties therefor prescribed by law.

Any person who solicits membership for, or in any manner
assists in procuring membership in, any society not licensed to do
business in this State shall upon conviction be punished by a fine
of not less than $50 nor more than $200,

Any person guilty of a willful violation of, or neglect or
refusal to comply with this chapter for which a penalty is not oth-
erwise prescribed, shall, upon conviction, be punished by a fine of
not more than $200.

1957, ¢. 217, § 1.

SUBCHAPTER 1II
EXISTING CORPORATIONS AND ASSOCIATIONS

Sec.
2391. Corporate powers retained.
2392, Voluntary associations may incorporate.

§ 2391. Corporate powers retained

Any incorporated society, authorized to transact business in
this State on January 1, 1958, may thereafter exercise all the
rights, powers and privileges prescribed in this chapter and in its
charter or articles of incorporation as far as consistent with this
chapter. A domestic society shall not be required to reincor-
porate.

1957, c. 217, § 1.

§ 2392. Voluntary associations may incorporate

After one year from January 1, 1958, no unincorporated or
voluntary association shall be permitted to transact business in
this State.

Any domestic voluntary association now authorized to trans-
act business in this State may incorporate and shall receive from
the commissioner a permanent certificate of incorporation as a
fraternal benefit society when:

1. Conversion, It shall have completed its conversion to an
incorporated society not later than one year from January 1,
1958;
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2. File articles of incorporation. It has filed its articles
of incorporation and has satisfied the other requirements describ-
ed in section 2431; and

3. Examination by Insurance Commissioner. The commis-
sioner shall have made such examination and procured whatever
additional information he shall deem acdvisable.

Every voluntary association so incorporated shall incur the
obligations and enjoy the benefits thereof the same as though
originally incorporated, and such corporation shall be deemed a
continuation of the original voluntary association. The officers
thereof shall serve through their respective terms as provided in
its original articles of association, but their successors shall be
elected and serve as provided in its articles of incorporation. In-
corporation of a voluntary association shall not affect existing
suits, claims or contracts.

1957, c. 217, § 1.

SUBCHAPTER III
ORGANIZATION AND OPERATION

Sec.

2431. Organization generally.

2432. Location; meeting place.

2433. Qualifications for membership.

2434. Articles, constitution and bylaws; amendment,.
2435. Waiver.

2436. Institutions, creation and operation.

2437. Annual license.

2438. Reinsurance.

2439. Funds.

2440. Investments.

2441. Misrepresentation.

2442. Discrimination and rebates.

2443. Reports and valuations.

2444. Injunction; liquidation; receivership.

2445. Consolidations and mergers.

2446. Conversion to mutual life insurance company.

§ 2431. Organization generally
The organization of a society shall be governed as follows:
1. Articles of incorporation. Seven or more citizens of the

United States, a majority of whom are citizens of this State, who
desire to form a fraternal benefit society, may make, sign and
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13 § 2431 CORPORATIONS Title 13

acknowledge before some officer, competent to take acknowledg-
ment of deeds, articles of incorporation, in which shall be stat-
ed:
A. The proposed corporate name of the society, which shall
not so closely resemble the name of any society or insurance
company as to be misleading or confusing;

B. The purposes for which it is being formed and the mode
in which its corporate powers are to be exercised. Such pur-
poses shall not include more liberal powers than are granted
by this chapter. Any lawful, social, intellectual, educational,
charitable, benevolent, moral, fraternal or religious advan-
tages may be set forth among the purposes of the society;
and

C. The names and residences of the incorporators and the
names, residences and official titles of all the officers, trus-
tees, directors or other persons who are to have and exercise
the general control of the management of the affairs and
funds of the society for the first year or until the ensuing
election at which all such officers shall be elected by the su-
preme legisiative or governing body, which election shall
be held not later than one year from the date of the issuance
of the permanent certificate,

2. Filing with Insurance Commissioner; preliminary cer-
tificate. Such articles of incorporation, duly certified copies of
the constitution, bylaws and rules, copies of all proposed forms
of certificates, applications therefor, and circulars to be issued
by the society and a bond conditioned upon the return to appli-
cants of the advanced payments if the organization is not com-
pleted within one year, such bond to be in an amount to be deter-
mined by the commissioner not to exceed the sum of $25,000 with
sureties approved by the commissioner, shall be filed with the
commissioner, who may require such further information as he
deems necessary. All documents filed are to be in the English
language. If the purposes of the society conform to the require-
ments of this chapter and all provisions of the law have been com-
plied with, the commissioner shall so certify, retain and file the
articles of incorporation and furnish the incorporators a prelimi-
nary certificate authorizing the society to solicit members as pro-
vided in this chapter.

3. Termination of preliminary certificate. No preliminary
certificate granted under this section shall be valid after one year
from its date or after such further period, not exceeding one year,
as may be authorized by the commissioner upon cause shown, un-
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less the 500 applicants required have been secured and the orga-
nization has been completed as provided. The articles of incor-
poration and all other proceedings thereunder shall become null
and void in one year from the date of the preliminary certificate,
or at the expiration of the extended period, unless the society
shall have completed its organization and received a certificate
of authority to do business as provided.

4. Applicants. Upon receipt of a preliminary certificate
from the commissioner, the society may solicit members for the
purpose of completing its organization, shall collect from each
applicant the amount of not less than one regular monthly premi-
um in accordance with its table of rates as provided by its con-
stitution and bylaws, and shall issue to each such applicant a
receipt for the amount so collected. No society shall incur any
liability other than for the return of such advance premium, nor
issue any certificate, nor pay, allow, or offer or promise to pay
or allow, any death or disability benefit to any person until:

A. Actual bona fide applications for death benefits have
been secured aggregating at least $500,000 on not less than
500 lives;

B. All such applicants for death benefits shall have fur-
nished evidence of insurability satisfactory to the society;

C. Certificates of examinations or acceptable declarations
of insurability have been duly filed and approved by the chief
medical examiner of the society;

D. Ten subordinate lodges or branches have been establish-
ed into which the 500 applicants have been admitted;

E. There has been submitted to the commissioner, under
oath of the president or secretary, or corresponding officer
of the society, a list of such applicants, giving their names,
addresses, date each was admitted, name and number of
the subordinate branch of which each applicant is a mem-
ber, amount of benefits to be granted and premiums therefor;
and

F. It shall have been shown to the commissioner, by sworn
statement of the treasurer, or corresponding officer of such
society, that at least 500 applicants have each paid in cash
at least one regular monthly premium as provided, which
premiums in the aggregate shall amount to at least $2,500,
all of which shall be credited to the fund or funds from
which benefits are to be paid and no part of which may
be used for expenses. Said advance premiums shall be held
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in trust during the period of organization and if the society
has not qualified for a certificate of authority within one
year, as provided, such premiums shall be returned to said
applicants.

5. Certificate. The commissioner may make such examina-
tion and require such further information as he deems advisable.
Upon presentation of satisfactory evidence that the society has
complied with all the provisions of law, he shall issue to the socie-
ty a certificate to that effect and that the society is authorized to
transact business pursuant to this chapter. The certificate shall
be prima facie evidence of the existence of the society at the date
of such certificate. The commissioner c¢hall cause a record of
such certificate to be made. A certified copy of such record may
be given in evidence with like effect as the original certificate.

6. Constitution and bylaws. Every society shall have the
power to adopt a constitution and bylaws for the government of
the society, the admission of its members, the management of its
affairs and the fixing and readjusting of the rates of its members
from time to time. It shall have the power to change, alter, add
to or amend such constitution and bylaws and shall have such
other powers as are necessary and incidental to carrying into
effect the objects and purposes of the society.

1957, c. 217, § 1.

§ 2432. Location; meeting place

The principal office of any domestic society shall be located
in this State. The meetings of its supreme legislative or govern-
ing body may be held in any state, district, province or territory
wherein such society has at least 5 subordinate branches and all
business transacted at such meetings shall be as valid in all re-
spects as if such meetings were held in this State.

1957, ¢. 217, § 1.

§ 2433. Qualifications for membership

A society may admit to benefit membership any person not
less than 15 years of age, nearest birthday, who has furnished
evidence of insurability acceptable to the society. Any such mem-
ber who shall apply for additional benefits more than 6 months
after becoming a benefit member shall pass an additional medical
examination, or make an additional declaration of insurability, as
required by the society.
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Any person admitted prior to attaining the full age of 21
years shall be bound by the terms of the application and certifi-
cate and by all the bylaws and rules of the society and shall be
entitled to all the rights and privileges of membership therein
to the same extent as though the age of majority had been at-
tained at the time of application. A society may admit general
or social members who shall have no voice or vote in the man-
agement of its insurance affairs.

1957, c. 217, § 1.

§ 2434. Articles, constitution and bylaws; amendment

A domestic society may amend its articles of incorporation,
constitution or bylaws in accordance with the provisions thereof
by action of its supreme legislative or governing body at any
regular or special meeting thereof or, if its articles of incorpora-
tion, constitution or bylaws so provided, by referendum. Such
referendum may be held in accordance with its articles of in-
corporation, constitution or bylaws by the vote of the voting
members of the society, by the vote of delegates or representa-
tives of voting members or by the vote of local lodges or branch-
es. No amendment submitted for adoption by referendum shall
be adopted unless, within 6 months from the date of submis-
sion thereof, a majority of all of the voting members of the so-
ciety shall have signified their consent to such amendment by one
of the methods specified.

No amendment to the articles of incorporation, constitution
or bylaws of any domestic society shall take effect unless ap-
proved by the commissioner who shall approve such amendment
if he finds that it has been duly adopted and is not inconsistent
with any requirement of the laws of this State or with the char-
acter, objects and purposes of the society. Unless the commis-
sioner shall disapprove any such amendment within 60 days after
the filing of same, such amendment shall be considered approved.
The approval or disapproval of the commissioner shall be in writ-
ing and mailed to the secretary or corresponding officer of the
society at its principal office, In case he disapproves such amend-
ment, the reasons therefor shall be stated in such written notice.

Within 90 days from the approval thereof by the commission-
er, all such amendments, or a synopsis thereof, shall be furnished
to all members of the society either by mail or by publication in
full in the official organ of the society. 'The affidavit of any officer
of the society or of anyone authorized by it to mail any amend-
ments or synopsis thereof, stating facts which show that same
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have been duly addressed and mailed, shall be prima facie evi-
dence that such amendments, or synopsis thereof, have been fur-
nished the addressee.

Every foreign or alien society authorized to do business in
this State shall file with the commissioner a duly certified copy
af all amendments of, or additions to, its articles of incorporation,
constitution or bylaws within 90 days after the enactment of
same.

Printed copies of the constitution or bylaws as amended, cer-
tified by the secretary or corresponding officer of the society, shall
be prima facie evidence of the legal adoption thereof.

1957, c. 217, § 1.

§ 2435. waiver

The constitution and bylaws of the society may provide that
no subordinate body nor any of its subordinate officers or mem-
bers shall have the power or authority to waive any of the pro-
visions of the bylaws and constitution of the society. Such pro-
vision shall be binding on the society and every member and bene-
ficiary of a member.

1957, ¢. 217, § 1.

§ 2436. Institutions, creation and operation

It shall be lawful for a society to create, maintain and op-
erate charitable, benevolent or educational institutions for the
benefit of its members and their families and dependents and for
the benefit of children insured by the society. For such purpose
it may own, hold or lease personal property or real property lo-
cated within or without this State, with necessary buildings
thereon. Such property shall be reported in every annual state-
ment but shall not be allowed as an admitted asset of such so-
ciety.

Maintenance, treatment and proper attendance in any such
institution may be furnished free or a reasonable charge may be
made therefor, but no such institution shall be operated for
profit. The society shall maintain a separate accounting of any
income and disbursements under this section and report them in
its annual statement. No society shall own or operate funeral
homes or undertaking establishments.

1957, c. 217, § 1.
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§ 2437. Annual license

Societies which are now authorized to transact business in
this State may continue such business until the first day of July
next succeeding January 1, 1958. The authority of such societies
and all societies hereafter licensed, may thereafter be renewed
annually, but in all cases to terminate on the first day of the suc-
ceeding July. A license so issued shall continue in full force and
effect until the new license be issued or specifically refused. For
each such license or renewal the society shall pay the commis-
sioner $50. A duly certified copy or duplicate of such license shall
be prima facie evidence that the license is a fraternal benefit so-
ciety within the meaning of this chapter.

1957, ¢. 217, § 1; 1959, c. 188, § 4.

§ 2438. Reinsurance

A domestic society may, by a reinsurance agreement, cede
any individual risk or risks in whole or in part to an insurer, other
than another fraternal benefit society, having the power to make
such reinsurance and authorized to do business in this State, or
if not so authorized, one which is approved by the commissioner;
but no such society may reinsure substantially all of its insurance
in force without the written permission of the commissioner.
It may take credit for the reserves on such ceded risks to the
extent reinsured, but no credit shall be allowed as an admitted
asset or as a deduction from liability, to a ceding society for re-
insurance made, ceded, renewed or otherwise becoming effective
after January 1, 1958, unless the reinsurance is payable by the
assuming insurer on the basis of the liability of the ceding society
under the contract or contracts reinsured without diminution be-
cause of the insolvency of the ceding society.

1957, ¢. 217, § 1.

§ 2439. Funds

All assets shall be held, invested and disbursed for the use
and benefit of the society and no member or beneficiary shall have
or acquire individual rights therein or become entitled to any
apportionment or the surrender of any part thereof, except as
provided in the contract.

A society may create, maintain, invest, disburse and apply
any special fund or funds necessary to carry out any purpose per-
mitted by the bylaws of such society.
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Every society, the admitted assets of which are less than the
sum of its accrued liabilities and reserves under all of its cer-
tificates when valued according to standards required for cer-
tificates issued after one year from January 1, 1958, shall, in
every provision of the bylaws of the society for payments by
members of such society, in whatever form made, distinctly state
the purpose of the same and the proportion thereof which may
be used for expenses, and no part of the money collected for
mortuary or disability purposes or the net accretions thereto shall
be used for expenses.

1957, ¢. 217, § 1.

§ 2440. Investments

A society shall invest its funds only in such investments as
are authorized by the laws of this State for the investment of
assets of life insurance companies and subject to the limitations
thereon. Any foreign or alien society permitted 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 meet the requirements
of this section for the investment of funds.

1957, c. 217, § 1.

§ 2441. Misrepresentation

No person shall cause or permit to be made, issued or circu-
lated in any form:

1. Terms, benefits or advantages. Any misrepresentation
or false or misleading statement concerning the terms, benefits
or advantages of any fraternal insurance contract now issued
or to be issued in this State, or the financial condition of any
society;

2. Dividends or shares of surplus. Any false or misleading
estimate or statement concerning the dividends or shares of sur-
plus paid or to be paid by any society on any insurance contract;
or

3. Comparison of insurance contracts. Any incompletu
comparison of an insurance contract of one society with an insur-
ance contract of another society or insurer for the purpose of
inducing the lapse, forfeiture or surrender of any insurance con-
tract. A comparison of insurance contracts is incomplete if it
does not compare in detail:
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A. The gross rates, and the gross rates less any dividend
or other reduction allowed at the date of the comparison;
and

B. Any increase in cash values, and all the benefits pro-
vided by each contract for the possible duration thereof
as determined by the life expectancy of the insured;

or if it omits from consideration:
C. Any benefit or value provided in the contract;
D. Any differences as to amount or period of rates; or

E. Any differences in limitations or conditions or provisions
which directly or indirectly affect the benefits.

In any determination of the incompleteness or misleading char-
acter of any comparison or statement, it shall be presumed
that the insured had no knowledge of any of the contents of the
contract involved.

Any person who violates any prcvision of this section or
knowingly receives any compensation or commission by or in
consequence of such violation shall upon conviction be punished
by a fine of not less than $100 nor more than $500 or by imprison-
ment in the county jail not less than 30 days nor more than 11
months, or by both, and shall in addition be liable for a civil
penalty in the amount of 3 times the sum received by such viola-
tor as compensation or commission, which penalty may be sued
for and recovered by any person or society aggrieved for his or
its own use and benefit in accordance with civil practice.

1957, ¢. 217, § 1; 1959, c. 188, § 8.

§ 2442. Discrimination and rebates

No society doing business in this State shall make or permit
any unfair disecrimination between insured members of the same
class and equal expectation of life in the premiums charged for
certificates of insurance, in the dividends or other benefits pay-
able thereon or in any other of the terms and conditions of the
contracts it makes.

No society, by itself, or any other party, and no agent or
solicitor, personally, or by any other party, shall offer, promise,
allow, give, set off or pay, directly or indirectly, any valuable con-
sideration or inducement to, or for insurance, on any risk author-
ized to be taken by such society, which is not specified in the cer-
tificate. No member shall receive or accept, directly or indirectly,
any rebate of premium, or part thereof, or agent’s or solicitor’s
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commission thereon, payable on any certificate or receive or
accept any favor or advantage or share in the dividends or other
benefits to accrue on, or any valuable censideration or inducement
not specified in the contract of insurance,

1957, c. 217, § 1.

§ 2443. Reports and valuations

Reports shall be filed and synopses of annual statements shall
be published in accordance with this section.

1. Financial statement. Every society which transacts in-
surance business in this State shall annually, on or before the
first day of March, unless for cause shown such time has been
extended by the commissioner, file with the commissioner a true
statement of its financial condition, transactions and affairs for
the preceding calendar year and pay a filing fee as provided in
Title 24, section 371, subsection 8 The statement shall be in
general form and context as approved by the National Associa-
tion of Insurance Commissioners for fraternal benefit societies
and as supplemented by additional information required by the
commissioner.

1961, c. 184, § 4.

2. Synopsis of annual statement. A synopsis of its annual
statement providing an explanation of the facts concerning the
condition of the society thereby disclosed shall be printed and
mailed to each benefit member of the society not later than June
1st of each year, or, in lieu thereof, such synopsis may be publish-
ed in the society’s official publication.

3. Valuation of certificates in force. As a part of the annual
statement herein required, each society shall, on or before the
first day of March, file with the commissioner a valuation of its
certificates in force on December 31st last preceding. The com-
missioner may, in his discretion for cause shown, extend the
time for filing such valuation for not more than 2 calendar months.
Such report of valuation shall show, as reserve liabilities, the
difference between the present mid-year value of the promised
benefits provided in the certificates of such society in force and
the present mid-year value of the future net premiums as the
same are in practice actually collected, not including therein any
value for the right to make extra assessments and not including
any amount by which the present mid-year value of future net
premiums exceeds the present mid-year value of promised bene-
fits on individual certificates. At the option of any society, in lieu
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of the above, the valuation may show the net tabular value. Such
net tabular value as to certificates issued prior to one year after
January 1, 1958 shall be determined in accordance with the law
applicable prior to January 1, 1958 and as to certificates issued
on or after one year from January 1, 1958 shall not be less than
the reserves determined according to the Commissioners’ Re-
serve Valuation method as defined. If the premium charged is
less than the tabular net premium according to the basis of valua-
tion used, an additional reserve equal to the present value of the
deficiency in such premiums shall be set up and maintained as
a liability. The reserve liabilities shall be properly adjusted in the
event that the mid-year or tabular values are not appropriate.

4. Reserves. Reserves according to the Commissioners’
Reserve Valuation method, for the life insurance and endowment
benefits of certificates providing for a uniform amount of insur-
ance and requiring the payment of uniform premiums shall be the
excess, if any, of the present value, at the date of valuation, of
such future guaranteed benefits provided for by such certificates,
over the then present value of any future modified net premiums
therefor. The modified net premiums for any such certificate
shall be such uniform percentage of the respective contract pre-
miums for such benefits that the present value, at the date of
issue of the certificate, of all such modified net premiums shall be
equal to the sum of the then present value of such benefits pro-
vided for by the certificate and the excess of A over B, as follows:

A. A net level premium equal to the present value, at the
date of issue, of such benefits provided for after the first cer-
tificate year, divided by the present value, at the date of
issue, of an annuity of one per annum payable on the first
and each subsequent anniversary of such certificate on which
a premium falls due; such net level annual premium shall not
exceed the net level annual premium on the 19 year premium
whole life plan for insurance of the same amount at an age
one year higher than the age at issue of such certificate;
and

B. A net one-year term premiurn for such benefits pro-
vided for in the first certificate year.

Reserves according to the Commissioners’ Reserve Valua-
tion method for life insurance benefits for varying amounts of
benefits or requiring the payment of varying premiums, annuity
and pure endowment benefits, disability and accidental death
benefits in all certificates and contracts, and all other benefits

2 Maine Rev.Stats.—45 705
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except life insurance and endowment benefits, shall be calculated
by a method consistent with the principles of this subsection.

5. Value of deferred payments. The present value of de-
ferred payments due under incurred claims or matured certificates
shall be deemed a liability of the society and shall be computed
upon mortality and interest standards prescribed in subsection
6.

6. Standards for valuation. Such valuation and underlying
data shall be certified by a competent actuary or, at the expense
of the society, verified by the actuary of the Insurance Depart-
ment of the state of domicile of the society.

A. The minimum standards of valuation for certificates is-
sued prior to one year from January 1, 1958 shall be those
provided by the law applicable immediately prior to Janu-
ary 1, 1958 but not lower than the standards used in the cal-
culating of rates for such certificates.

B. The minimum standard of valuation for certificates is-

sued after one year from January 1, 1958 shall be 314 % in-

terest and the following tables:
(1) For certificates of life insurance: American Men Ul-
timate Table of Mortality, with Bowerman’s or Davis’
Extension thereof or with the consent of the Insurance
Commissioner, the Commissioner’s 1941 Standard Ordi-
nary Mortality Table or the Commissioner’s 1941 Stand-
ard Industrial Table of Mortality;

(2) For annuity certificates, including life annuities
provided or available under optional modes of settle-
ment in such certificates: The 1937 Standard Annuity
Table;

(8) For disability benefits issued in connection with life
benefit certificates: Hunter’s Disability Table, which,
for active lives, shall be combined with a mortality table
permitted for calculating the reserves on life insurance
certificates, except that the table known as Class III
Disability Table (1926) modified to conform to the con-
tractual waiting period, shall be used in computing re-
serves for disability benefits under a contract which
presumes that total disability shall be considered to be
permarnent after a specified period;

(4) For accidental death benefits issued in connection
with life benefit certificates: The Inter-Company Double
Indemnity Mortality Table combined with a mortality
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table permitted for calculating the reserves for life in-
surance certificates; and

(5) For non-cancellable accident and health benefits:
The Class III Disability Table (1926) with conference
modifications or, with the consent of the commissioner,
tables based upon the society’s own experience.
C. The commissioner may, in his discretion, accept other
standards for valuation if he finds that the reserves produced
thereby will not be less in the aggregate than reserves com-
puted in accordance with the minimum valuation standard
prescribed. The commissioner may, in his discretion, vary
the standards of mortality applicable to all certificates of in-
surance on substandard lives or other extra hazardous lives
by any society authorized to do business in this State. When-
ever the mortality experience under all certificates valued on
the same mortality table is in excess of the expected mortal-
ity according to such table for a period of 3 consecutive years,
the commissioner may require additional reserves when
deemed necessary in his judgment on account of such certifi-
cates. Any society, with the consent of the insurance com-
missioner of the state of domicile of the society and under
such conditions, if any, which he rmay impose, may establish
and maintain reserves on its certificates in excess of the re-
serves required thereunder, but the contractual rights of any
insured member shall not be affected thereby.

7. Neglect in filing annual statement. A society neglecting
to file the annual statement in the form and within the time pro-
vided by this section shall forfeit $100 for each day during which
such neglect continues, and, upon notice by the commissioner to
that effect, its authority to do business in this State shall cease
while such default continues.

1957, ¢. 217, § 1; 1961, c. 184, § 4.

§ 2444. Injunction; liquidation; receivership

1. Finding of violations. When the commissioner upon in-
vestigation finds that a domestic society:

A. Powers exceeded. Has exceeded its powers;

B. Noncompliance with chapter. Has failed to comply with
any provision of this chapter;

C. Contracts not fulfilled. Is not fulfilling its contracts in
good faith;
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D. Membership number. Has a membership of less than
400 after an existence of one year or more; or

E. Conducting business fraudulently. Is conducting busi-
ness fraudulently or in a manner hazardous to its members,
creditors, the public or the business;

he shall notify the society of his findings, state in writing the
reasons for his dissatisfaction, and require the society to show
cause on a date named why it should not be enjoined from carry-
ing on any business until the violation complained of shall have
been corrected, or why an action in quo warranto should not be
commenced against the society.

2. Prosecution. If on such date the society does not present
good and sufficient reasons why it should not be so enjoined or
why such action should not be commenced, the commissioner may
present the facts relating thereto to the Attorney General who
shall, if he deems the circumstances warrant, commence an ac-
tion to enjoin the society from transacting business or in quo war-
ranto.

3. Hearing. The court shall thereupon notify the officers of
the society of a hearing. If after a full hearing it appears that the
society should be so enjoined or liquidated or a receiver appointed,
the court shall enter the necessary order.

4. Business suspended. No society so enjoined shall have
the authority to do business until:

A. Violation corrected. The commissioner finds that the
violation complained of has been corrected;

B. Costs paid. The costs of such action shall have been
paid by the society if the court finds that the society was in
default as charged;

C. Injunction dissolved. The court has dissolved its injunc-
tion; and

D. Certificate reinstated. The cornmissioner has reinstated
the certificate of authority.

5. Receiver. If the court orders the society liquidated, it
shall be enjoined from carrying on any further business, where-
upon the receiver of the society shall proceed at once to take pos-
session of the books, papers, money and other assets of the society
and, under the direction of the court, proceed forthwith to close
the affairs of the society and to distribute its funds to those en-
titled thereto.
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6. Parties. No action under this section shall be recognized
in any court of this State unless brought by the Attorney General
upon request of the commissioner. Whenever a receiver is to be
appointed for a domestic society, the court shall appoint the com-
missioner as such receiver.

7. Applicability. This section relating to hearing by the
commissioner, action by the Attorney General at the request of
the commissioner, hearing by the court, injunction and receiver-
ship shall be applicable to a society which shall voluntarily deter-
mine to discontinue business.

1957, c. 217, § 1.

§ 2445. Consolidations and mergers

A domestic society may consolidate or merge with any other
society by complying with this section.
It shall file with the commissioner:

1. Copy of written contract. A certified copy of the writ-
ten contract containing in full the terms and conditions of the
consolidation or merger;

2. Financial statement. A sworn statement by the presi-
dent and secretary or corresponding officers of each society show-
ing the financial condition thereof on a date fixed by the com-
missioner but not earlier than December 31st, next preceding
the date of the contract;

3. Approval of merger. A certificate of such officers, duly
verified by their respective oaths, that the consolidation or merger
has been approved by a 24 vote of the supreme legislative or gov-
erning body of each society; and

4. Text of contract furnished to members. Evidence that
at least 60 days prior to the action of the supreme legislative
or governing body of each society, the text of the contract has
been furnished to all members of each society either by mail or
by publication in full in the official organ of each society.

If the commissioner finds that the contract is in conformity
with this section, that the financial statements are correct and
that the consolidation or merger is just and equitable to the
members of each society, he shall approve the contract and issue
his 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 laws of any other state
or territory. In such event the consolidation or merger shall not
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become effective unless and until it has been approved as pro-
vided by the laws of such state or territory and a certificate of
such approval filed with the commissioner of this State or, if the
laws of such state or territory contain no such provision, then the
consolidation or merger shall not become effective unless and
until it has been approved by the commissioner of such state or
territory and a certificate of such approval filed with the com-
missioner of this State.

Upon the consolidation or merger becoming effective as pro-
vided, all the rights, franchises and interests of the consolidated
or merged societies in and to every species of property, real,
personal or mixed, and things in action thereunto belonging shall
be vested in the society resulting from or remaining after the
consolidation or merger without any other instrument, except
that conveyances of real property may be evidenced by 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 merged, shall not revert or be in any way impaired by reason
of the consolidation or merger but shall vest absolutely in the
society resulting from or remaining after such consolidation or
merger.

The affidavit of any officer of the society or of anyone author-
ized by it to mail any notice or document, stating that such notice
or document has been duly addressed and mailed, shall be prima
facie evidence that such notice or document has been furnished
the addressees.

1957, c. 217, § 1.

§ 2446. Conversion to mutual life insurance company

Any domestic fraternal benefit society may be converted
and licensed as a mutual life insurance company by compliance
with all the requirements of Title 24 dealing with financial re-
quirements of mutual life insurance companies, if such plan of
conversion has been approved by the commissioner. Such plan
shall be prepared in writing setting forth in full the terms and
conditions thereof. The board of directors shall submit such plan
to the supreme legislative or governing body of such society at
any regular or special meeting thereof, by giving a full, true and
complete copy of such plan with the notice of such meeting.
Such notice shall be given as provided in the bylaws of the
society for the convocation of a regular or special meeting of such
body, as the case may be. The affirmative vote of 25 of all mem-
bers of such body shall be necessary for the approval of such

710



Ch. 89 FRATERNAL BENEFIT SOCIETIES 13 § 2482

agreement. No such conversion shall take effect unless and
until approved by the commissioner who may give such approval
if he finds that the proposed change is in conformity with the
requirements of law and not prejudicial to the certificate holders
of the society.

1957, ¢. 217, § 1.

SUBCHAPTER 1V

AGENTS

Sec.

2481. License required.

2482. Definition “insurance agent”.

2483. Lack of license a misdemeanor.
2484. Commissions.

2485. Requisites; issuance; renewals.
2486. Termination of appointment.

2487. Revocation or suspension of license.

§ 2481. License required
Agents of societies shall be licensed in accordance with this
subchapter.

1957, ¢. 217, § 1.

§ 2482. Definition “insurance agent”

The term “insurance agent’ as used in this subchapter means
any authorized or acknowledged agent of a society who acts as
such in the solicitation, negotiation or procurement or making of
a life insurance, accident and health insurance or annuity con-
tract, except that the term “‘insurance agent” shall not include:

1. Officers and employees excluded. Any regular salaried
officer or employee of a licensed society who devotes substantially
all of his services to activities other than the solicitation of fra-
ternal insurance contracts from the public, and who receives for
the solicitation of such contracts no comrnission or other compen-
sation directly dependent upon the amount of business obtained;
or

2. Certain agents excluded. Any agent or representative of
a society who devotes less than 25% of his time to the solicitation
and procurement of insurance contracts for such society. Any
person who in the preceding calendar year has solicited and pro-
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cured life insurance contracts on behalf of any society in an
amount of insurance in excess of $25,000, or, in the case of any
other kind or kinds of insurance which the society might write,
on the persons of more than 25 individuals and who has received
or will receive a commission or other compensation therefor, shall
be presumed to be devoting 25¢% of his time to the solicitation or
procurement of insurance contracts for such society. (1959, c.
188, § 5.)
1957, ¢. 217, § 1; 1959, c. 188, § 5.

§ 2483. Lack of license a misdemeanor

Any person who in this State acts as insurance agent for a
society without having authority to do so by virtue of a license is-
sued and in force pursuant to this subchapter shall, except as pro-
vided in section 2482, be guilty of a misdemeanor.

1957, c. 217, § 1.

§ 2484. Commissions

No society doing business in this State shall pay any com-
mission or other compensation to any person for any services in
obtaining in this State any new contract of life, accident or health
insurance, or any new annuity contract, except to a licensed in-
surance agent of such society and except an agent exempted un-
der section 2482, subsection 2.

1957, c. 217, § 1.

§ 2485. Requisites; issuance; rencwals

1. General requisites. The commissioner may issue a li-
cense to any person who has complied with this subchapter, on
payment of the fee provided in Title 24, section 371, subsection 53,
authorizing the licensee to act as an insurance agent for any so-
ciety named in the license which is authorized to transact insur-
ance business in this State.

1961, c. 184, § 3.

2. Documents required. Before any insurance agent's li-
cense shall be issued there shall be on file in the office of the com-
missioner the following documents:

A. A written application by the prospective licensee in such
form or forms and supplements thereto, and containing such
information, as the commissioner may prescribe; and
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B. A certificate by the society which is to be named in
such license, stating that such society has satisfied itself that
the named applicant is trustworthy and competent to act
as such insurance agent and that the society will appoint such
applicant to act as its agent if the license applied for is issued
by the commissioner. Such certificates shall be executed and
acknowledged by an officer or managing agent of such so-
ciety.

3. Examinations. No written or other examination shall be
required of any individual seeking to he named as a licensee to
represent a fraternal benefit society as its agent.

4. Grounds for refusing to issue or renew. The commission-
er may refuse to issue or renew any insurance agent’s license if
in his judgment the proposed licensee is not trustworthy and
competent to act as such agent, or has given cause for revoca-
tion or suspension of such license, or has failed to comply with
any prerequisite for the issuance or renewal, as the case may be,
of such license.

5. Expiration date. Every license issued pursuant to this
subchapter, and every renewal thereof, shall expire on July 1st,
annually.

1959, c. 188, § 6.

6. Grace period; hearing. If the application for a renewal
license shall have been filed with the commissioner on or before
December 31st of the year in which the existing license is to ex-
pire, such applicant named in such existing license may continue
to act as insurance agent under such existing license, unless same
shall be revoked or suspended, until the issuance by the commis-
sioner of the renewal license or until the expiration of 5 days
after he shall have refused to renew such license and shall have
served written notice of such refusal on the applicant. If the ap-
plicant shall, within 30 days after such notice is given, notify
the commissioner in writing of his request for a hearing on such
refusal, the commissioner shall, within & reasonable time after re-
ceipt of such notice, grant such hearing, and he may, in his dis-
cretion, reinstate such license.

7. Application by society. Any such renewal license of an
insurance agent may be issued upon the application of the so-
ciety named in the existing license. Such application shall be
in the form or forms prescribed by the commissioner and shall
contain such information as he may require. Such application
shall contain a certificate executed by the president, or by a vice
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president, a secretary, an assistant secretary or corresponding
officer by whatever name known, or by an employee expressly
designated and authorized to execute such certificate of a do-
mestic or foreign society or by the United States manager of an
alien society, stating that the addresses therein given of the agents
of such society for whom renewal licenses are requested there-
in have been verified in each instance immediately preceding the
preparation of the application. Notwithstanding the filing of such
application, the commissioner may, after reasonable notice to any
such society, require that any or all agents of such society to be
named as licensees in renewal licenses shall execute and file sepa-
rate applications for the renewal of such licenses, and he may al-
so require that each such application shall be accompanied by
the certificate specified in subsection 2, paragraph B.

1957, c. 217, § 1; 1959, c. 188, § 6; 1961, c. 184, § 3.

§ 2486. Termination of appointment

Every society doing business in this State shall, upon the
termination of the appointment of any insurance agent licensed to
represent it in this State, forthwith file with the commissioner a
statement, in such form as he may prescribe, of the facts relative
to such termination and the cause thereof. Every statement
made pursuant to this subchapter shall be deemed a privileged
communication.

1957, c. 217, § 1.

§ 2487. Revocation or suspension of license

1. Grounds. The commissioner may revoke or may sus-
pend for such period as he may determine, any insurance
agent’s license if, after notice and hearing as specified in this
subchapter, he determines that the licensee has:

A. Violated any provision of, or any obligation imposed by,

this subchapter, or has violated any law in the course of his

dealings as agent;

B. Made a material misstatement in the application for

such license;

C. Been guilty of fraudulent or dishonest practices;

D. Demonstrated his incompetency or untrustworthiness
to act as an insurance agent; or

E. Been guilty of rebating as defined by the laws of this
State applicable to life insurance companies.

714



Ch. 89 FRATERNAL BENEFIT SOCIETIES 13 § 2521

2. Termination. The revocation or suspension of any in-
surance agent’s license shall terminate forthwith the license of
such agent. No individual whose license has been revoked shall
be entitled to obtain any insurance agent’s license under the
provisions of this subchapter for a period of one year after such
revocation or, if such revocation be judicially reviewed, for one
year after the final determination ther=of affirming the action of
the commissioner in revoking such license.

1957, c. 217, § 1.
SUBCHAPTER V
FOREIGN OR ALIEN SOCIETIES

Sec.
2521. Admission.
2522. Suspension, revocation or refusal of license.

§ 2521. Admission

No foreign or alien society shall transact business in this
State without a license issued by the commissioner. Any such
society may be licensed to transact business in this State upon fil-
ing with the commissioner:

1. Copy of charter or articles of incorporation. A duly cer-
tified copy of its charter or articles of incorporation;

2. Copy of constitution and bylaws. A copy of its constitu-
tion and bylaws, certified by its secretary or corresponding
officer;

3. Power of attorney. A power of attorney to the com-
missioner as prescribed in section 2344;

4. Business statement. A statemen! of its business under
oath of its president and secretary or corresponding officers in a
form prescribed by the commissioner, duly verified by an exami-
nation made by the supervising insurance official of its home
state or other state, territory, province or country, satisfactory
to the commissioner of this State;

5. Certificate of incorporation. A certificate from the prop-
er official of its home state, territory, province or country that
the society is legally incorporated and licensed to transact busi-
ness therein;

6. Copies of certificate forms. Copies of its certificate
forms; and
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7. Other information. Such other information as he may
deem necessary;

and upon a showing that its assets are invested in accordance with
this chapter.

Any foreign or alien society desiring admission to this State
shall have the qualifications required of domestic societies organ-
ized under this chapter.

1957, c. 217, § 1.

§ 2522, Suspension, revocation or refusal of license

When the commissioner upon investigation finds that a
foreign or alien society transacting or applying to transact busi-
ness in this State:

1. Powers exceeded. Has exceeded its powers;

2. Noncompliance with chapter. Has failed to comply with
any of the provisions of this chapter;

3. Contracts not fulfilled. Is not fulfilling its contracts in
good faith; or

4. Conducting business fraudulently. Is conducting its busi-
ness fraudulently or in a manner hazsrdous to its members or
creditors or the public;

he shall notify the society of his findings, state in writing the rea-
sons for his dissatisfaction and require the society to show cause
on a date named why its license should not be suspended, re-
voked or refused. If on such date the society does not present
good and sufficient reason, why its authority to do business in
this State should not be suspended, revoked or refused, he may
suspend or refuse the license of the society to do business in this
State until satisfactory evidence is furnished to him that such
suspension or refusal should be withdrawn or he may revoke
the authority of the society to do business in this State.

Nothing contained in this section shall be taken or con-
strued as preventing any such society from continuing in good
faith all contracts made in this State during the time such so-
ciety was legally authorized to transact business herein.

1957, c. 217, § 1.
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SUBCHAPTER VI
CERTIFICATES

Sec.

2561. Issuance; representations; assessments.

2562. Provisions, standard and prohibited.

2563. Accident and health and disability certificates; filing and
approval.

2564. Change of beneficiary; funeral benefits; lack of beneficiary.

§ 2561. Issuance; representations; assessments

Every society authorized to do business in this State shall
issue to each benefit member a certificate specifying the amount
of benefits provided thereby. The certificate, together with any
riders or endorsements attached thereto, the charter or articles of
incorporation, the constitution and bylaws of the society, the ap-
plication for membership, and declaration of insurability, if any,
signed by the applicant, and all amendments to each thereof, shall
constitute the agreement, as of the date of issuance, between the
society and the member, and the certificate shall so state. A copy
of the application for membership and of the declaration of in-
surability, if any, shall be endorsed upon or attached to the cer-
tificate.

All statements purporting to be made by the member shall
be representations and not warranties. Any waiver of this pro-
vision shall be void.

Any changes, additions or amendments to the charter or ar-
ticles of incorporation, constitution or bylaws duly made or en-
acted subsequent to the issuance of the certificate, shall bind the
member and the beneficiaries, and shall govern and control the
agreement in all respects the same as though such changes, addi-
tions or amendments had been made prior to and were in force
at the time of the application for membership, except that no
change, addition or amendment shall destroy or diminish bene-
fits which the society contracted to give the member as of the
date of issuance.

Copies of any of the documents mentioned in this section, cer-
tified by the secretary or corresponding officer of the society, shall
be received in evidence of the terms and conditions thereof.

A society shall provide in its constitution or bylaws that if its
reserves as to all or any class of certificates become impaired its
board of directors or corresponding body may require that there
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shall be paid by the member to the society the amount of the
member’s equitable proportion of such deficiency as ascertained
by its board, and that if the payment be not made it shall stand
as an indebtedness against the certificate and draw interest not
to exceed 5% per year compounded annually.

1957, ¢, 217, § 1.

§ 2562. Provisions, standard and prohibited

After one year from January 1, 1958, no life benefit certifi-
cate shall be delivered or issued for delivery in this State unless
a copy of the form shall have been filed with the commissioner.

1. Certificate; provisions. The certificate shall contain in
substance the following standard provisions or, in lieu thereof,
provisions which are more favorable to the member:

A. Title on the face and filing page of the certificate clearly
and correctly describing its form;

B. A provision stating the amount of rates, premiums or
other required contributions, by whatever name known,
which are payable by the insured under the certificate;

C. A provision that the member is entitled to a grace period
of not less than a full month, or 30 days at the option of the
society, in which the payment of any premium after the
first, may be made. During such grace period the certificate
shall continue in full force, but in case the certificate be-
comes a claim during the grace period before the overdue
payment is made, the amount of such overdue payment or
payments may be deducted in any settlement under the cer-
tificate;

D. A provision that the member shall be entitled te have
the certificate reinstated at any time within 3 years from
the due date of the premium in default, unless the certificate
has been completely terminated through the application of
a nonforfeiture benefit, cash surrender value or certificate
loan, upon the production of evidence of insurability satis-
factory to the society and the payment of all overdue pre-
miums and any other indebtedness to the society upon the
certificate, together with interest on such premiums and such
indebtedness, if any, at a rate not exceeding 6% per year
compounded annually;

E. Except in the case of pure endowment, annuity or re-
versionary annuity contracts, reducing term insurance con-
tracts, or contracts of term insurance of uniform amount
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of 15 years or less expiring before age 66, a provision that,
in the event of default in payment of any premium after 3
full years’ premiums have been paid or after premiums for
a lesser period have been paid if the contract so provides,
the society will grant, upon proper request not later than
60 days after the due date of the premium in default, a paid-
up nonforfeiture benefit on the plan stipulated in the cer-
tificate, effective as of such due date, of such value as speci-
fied in this chapter. The certificate may provide, if the
society’s bylaws so specify or if the member shall so elect
prior to the expiration of the grace period of any overdue
premium, that default shall not occur so long as premiums
can be paid under an arrangement for automatic premium
loan as may be set forth in the certificate;

F. A provision that one paid-up nonforfeiture benefit as
specified in the certificate shall become effective automatical-
ly unless the member elects another available paid-up nen-
forfeiture benefit, not later than 60 days after the due date
of the premium in default;

G. A statement of the mortality table and rate of interest
used in determining all paid-up nonforfeiture benefits and
cash surrender options available under the certificate, and a
brief general statement of the method used in calculating
such benefits;

H. A table showing in figures the value of every paid-up
nonforfeiture benefit and cash surrender option available
under the certificate for each certificate anniversary either
during the first 20 certificate years or during the term of
the certificate whichever is shorter;

L A provision that the certificate shall be incontestable
after it has been in force during the lifetime of the member
for a period of 2 years from its date of issue except for non-
payment of premiums, violation of the provisions of the
certificate relating to military, aviation or naval service and
violation of the provisions relating to suspension or expulsion
as substantially set forth in the certificate. At the option
of the society, supplemental provisions relating to benefits
in the event of temporary or permanent disability or hos-
pitalization, and provisions which grant additional insur-
ance specifically against death by accident or accidental
means, may be excepted. The certificate shall be incon-
testable on the ground of suicide after it has been in force
during the lifetime of the member for a period of 2 years

719



13 § 2562 CORPORATIONS Title 13

from date of issue. The certificate may provide, as to
statements made to procure reinstatement, that the society
shall have the right to contest a reinstated certificate within
a period of 2 years from date of reinstatement with the same
exceptions as provided;

J. A provision that in case the age of the member or of
the beneficiary is considered in determining the premium
and it is found at any time before final settlement under the
certificate that the age has been misstated, and the discrep-
ancy and premium involved have not been adjusted, the
amount payable shall be such as the premium would have
purchased at the correct age; but if the correct age was not
an insurable age under the society’s charter or bylaws, only
the premiums paid to the society, less any payments pre-
viously made to the member, shall be returned or, at the
option of the society, the amount payable under the cer-
tificate shall be such as the premium would have purchased
at the correct age according to the society’s promulgated
rates and any extension thereof based on actuarial prin-
ciples;

K. A provision or provisions which recite fully, or which
set forth the substance of, all sections of the charter, con-
stitution, bylaws, rules or regulations of the society, in force
at the time of issuance of the certificate, the violation of
which will result in the termination of, or in the reduction of,
the benefit or benefits payable under the certificate;

L. If the constitution or bylaws of the society provide for
expulsion or suspension of a member, any member so ex-
pelled or suspended, except for ncnpayment of a premium
or within the contestable period for material misrepresenta-
tions in such member’s application for membership shall have
the privilege of maintaining his insurance in force by con-
tinuing payment of the required premium; and .

M. In the case of a certificate issued by a foreign or alien

society, a provision that the rights or obligations of the mem-

ber or of any person rightfully claiming under the certificate
shall be governed by the laws of this State.

Any of the foregoing provisions or portions thereof not ap-
plicable by reason of the plan of insurance or because the certifi-
cate is an annuity certificate may, to the extent inapplicable, be
omitted from the certificate.

2. Life benefit certificate; provisions. After one year from
January 1, 1958, no life benefit certificate shall be delivered or

720



Ch. 89 FRATERNAL BENEFIT SOCIETIES 13 § 2563

issued for delivery in this State containing in substance any of the
following provisions:
A. Any provision limiting the time within which any action
at law or in equity may be commenced to less than 2 years
after the cause of action shall accrue;

B. Any provision by which the certificate shall purport to
be issued or to take effect more than 6 months before the
original application for the certificate was made, except in
case of transfer from one form of certificate to another in
connection with which the member is to receive credit for
any reserve accumulation under the form of certificate from
which the transfer is made; or

C. Any provision for forfeiture of the certificate for failure
to repay any loan thereon or to pay interest on such loan
while the total indebtedness, including interest, is less than
the loan value of the certificate.

3. Premiums defined. The word “premiums” as used in
this chapter means premiums, rates or other required contribu-
tions by whatever name known.

1957, ¢. 217, § 1.

§ 2563. Accident and health and disability certificates; fil-
ing and approval

No domestic, foreign or alien society authorized to do busi-
ness in this State shall issue or deliver in this State any certificate
or other evidence of any contract of accident insurance or health
insurance or of any total and permanent disability insurance con-
tract unless and until the form thereof, together with the form of
application and all riders or endorsements for use in connection
therewith, shall have been filed with the commissioner and ap-
proved by him as conforming to reasonable rules and regulations
from time to tirme made by him and as not inconsistent with any
other provisions of law applicable thereto., The commissioner
shall, within a reasonable time after the filing of any such form,
notify the society filing the same either of his approval or of his
disapproval of such form. The commissioner may approve any
such form which in his opinion contains provisions on any one
or more of the several requirements made by him which are more
favorable to the members than the one or ones so required. Pur-
suant to the foregoing provisions the commissioner shall have
power, from time to time, to make, alter and supersede reason-
able regulations prescribing the required, optional and prohibited
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provisions in such contracts, and such regulations shall conform,
as far as practical, to the provisions of Title 24 dealing with uni-
form health azd accident policy provisions and disability policy
provisions. Where the commissioner deems inapplicable, either
in part or in their entirety, the provisions of the foregoing sec-
tions, he may prescribe the portions or summary thereof of the
contract to be printed on the certificate issued to the member.
Any filing made hereunder shall be deemed approved unless dis-
approved within 30 days from the date of such filing.

1957, c. 217. § 1; 1959, ¢. 188, § 3.

§ 2564. Change of beneficiary; funeral benefits; lack of
beneficiary

The member shall have the right at all times to change the
beneficiary or beneficiaries in accordance with the constitution,
bylaws or rules of the society. Every society by its constitution,
bylaws or rules may limit the scope of beneficiaries and shall pro-
vide that no beneficiary shall have or obtain any vested interest
in the proceeds of any certificate until the certificate has become
due and payable in conformity with the insurance contract.

A society may make provision for the payment of funeral
benefits to the extent of such portion of any payment under a
certificate as might reasonably appear to be due to any person
equitably entitled thereto by reason of having incurred expense
occasioned by the burial of the member, provided the portion so
paid shall not exceed the sum of $500.

If, at the death of any member, there is no lawful bene-
ficiary to whom the insurance benefits shall be payable, the
amount of such benefits, except to the extent that funeral bene-
fits may be paid as provided, shall be payable to the personal rep-
resentative of the deceased member.

1957, ¢. 217, § 1.

SUBCHAPTER VII

BENEFITS AND PAYMENTS
Sec.
2601. Type of benefits.
2602. Payment of benefits other than insurance.
2603. Application of benefits.
2604. Benefits on lives of children.
2605. Nonforfeiture; surrender values; loans; options.
2606. Benefits not attachable.
2607. No personal liability.
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§ 2601. Type of benefits
A society authorized to do business in this State may provide
for the payment of:

1. Death. Death benefits in any form;
2. Endowment., Endowment benefits;
3. Annuity. Annuity benefits;

4, Disability, Temporary or permanent disability benefits
as a result of disease occurring before age 65 or accident at any
age;

5. Hospital, medical or nursing. Hospital, medical or nurs-

ing benefits due to sickness or bodily infirmity occurring before
age 65 or accident at any age; and

6. Monument or tombstone. Monument or tombstone bene-
fits to the memory of deceased members not exceeding in any
case the sum of $300.

1957, c. 217, § 1.

§ 2602. Payment of benefits other than insurance

A society may pay benefits, other than insurance benefits,
to its members from any special account or fund maintained for
such purpose. If such benefits are of such a nature that they
could constitute benefits within the classes of insurance set forth
in section 2601, a society making such payments may not:

1. Separate charge. Make any separate charge therefor;

2. Promising payments. Issue any certificate, policy or oth-
er document promising such payments;

3. Payments as a matter of right. Provide in its constitu-
tion, bylaws or any other document that such payments may be
received by the member as a matter of right; or

4. Payments as insurance. Advertise such payments as in-
surance or as payments to which the member has any right.

The society shall maintain a separate accounting of all dis-
bursements made under this section and report them in its an-
nual statement.

1957, c. 217, § 1.
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§ 2603. Application of benefits

The benefits allowed by section 2601 may be provided on the
life of a member or on the lives of a member, his spouse and minor
children in the same or separate certificates.

1959, ¢. 188, § 1.

§ 2604. Benefits on lives of children

A society may provide for benefits on the lives of children un-
der the minimum age for adult membership but not greater than
21 years of age at time of application therefor, upon the appli-
cation of some adult person, as its bylaws or rules may provide,
which benefits shall be in accordance with section 2601. A society
may, at its option, organize and operate branches for such chil-
dren. Membership and initiation in local lodges shall not be re-
quired of such children, nor shall they have a voice in the man-
agement of the society.

A society shall have power to provide for the designation and
changing of designation of beneficiaries in the certificates pro-
viding for such benefits and to provide in all other respects for
the regulation, government and control of such certificates and
all rights, obligations and liabilities incident thereto and connect-
ed therewith.

1957, ¢. 217, §1; 1959,¢.188, § 2.

§ 2605. Nonforfeiture; surrender values; loans; options

A society may grant paid-up nonforfeiture benefits, cash sur-
render values, certificate loans and such other options as its by-
laws may permit. As to certificates issued on and after Janu-
ary 1, 1938, a society shall grant at least one paid-up nonfor-
feiture benefit.

In the case of certificates other than those for which reserves
are computed on the Commissioners 1941. Standard Ordinary Mor-
tality Table or the 1941 Standard Industrial Table, the value of
every paid-up nonforfeiture benefit and the amount of any cash
surrender value, loan or other option granted shall not be less
than the excess, if any, of 1 over 2 as follows:

1. Reserve. The reserve under the certificate determined
on the basis specified in the certificate; and

2. Indebtedness. The sum of any indebtedness to the socie-
ty on the certificate, including interest due and accrued, and a sur-
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render charge equal to 214 % of the face amount of the certificate,
which, in the case of insurance on the lives of children, shall be
the ultimate face amount of the certificate, if death benefits pro-
vided therein are graded.

In the case of certificates issued on a substandard basis or
in the case of certificates, the reserves for which are computed
upon the American Men Ultimate Table of Mortality, the term of
any extended insurance benefit granted including accompany-
ing pure endowment, if any, may be computed upon the rates of
mortality not greater than 130% of those shown by the mortality
table specified in the certificate for the computation of the re-
serve.

In the case of certificates for which reserves are computed on
the Commissioners 1941 Standard Ordinary Mortality Table or
the 1941 Standard Industrial Table, every paid-up nonforfeiture
benefit and the amount of any cash surrender value, loan or other
option granted shall not be less than the corresponding amount
ascertained in accordance with the laws of this State applicable
to life insurance companies issuing policies containing like in-
surance benefits based upon such tables.

1957, c. 217, § 1.

§ 2606. Benefits not attachable

No money or other benefit, charity, relief or aid to be paid,
provided or rendered by any society, shall be liable to attach-
ment, garnishment or other process, or to be seized, taken, ap-
propriated or applied by any legal or equitable process or opera-
tion of law to pay any debt or liability of a member or beneficiary,
or any other person who may have a right thereunder, either be-
fore or after payment by the society.

1957, c. 217, § 1.

§ 2607. No personal liability

The officers and members of the supreme, grand or any sub-
ordinate body of a society shall not be personally liable for pay-
ment of any benefits provided by a society.

1957, ¢. 217, § 1.
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SUBCHAPTER VIII
EXAMINATIONS

Sec.

2641. Domestic companies.

2642, Foreign and alien societies.

2643. No adverse publicity pending examination.

§ 2641. Domestic companies

The commissioner, or any person he may appoint, shall have
the power of vigitation and examinaticn into the affairs of any
domestic society and he shall make such examination at least once
in every 3 years. He may employ assistants for the purpose of
such examination, and he, or any person he may appoint, shall
have free access to all books, papers and documents that relate to
the business of the society. The minutes of the proceedings of the
supreme legislative or governing body and of the board of di-
rectors or corresponding body of a society shall be in the English
language. In making any such examination the commissioner
may summon and qualify as witnesses under oath and examine its
officers, agents and employees or other persons in relation to the
affairs, transactions and condition of the society. A summary of
the report of the commissioner and such recommendations or
statements of the commissioner as may accompany such report,
shall be read at the first meeting of the board of directors or cor-
responding body of the society following the receipt thereof, and
if directed to do so by the commissioner, shall be read at the first
meeting of the supreme legislative or governing body of the
society following the receipt thereof. A copy of the report,
recommendations and statements of the commissioner shall be
furnished by the society to each member of such board of di-
rectors or other governing body. The expense of each examina-
tion and of each valuation, including compensation and actual
expense of examiners, shall be paid by the commissioner. This
includes travel expenses if the society does all its direct business
entirely within the State.

1957, c. 217, §1; 1961, c. 184, § 1.

§ 2642. Foreign and alien societies

The commissioner, or any person whom he may appoint, may
examine any foreign or alien society transacting or applying for
admission to transact business in this State. He may employ
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assistants and he, or any person he may appoint, shall have free
access to all books, papers and documents that relate to the busi-
ness of the society., He may in his discretion accept, in lieu of
such examination, the examination of the insurance department
of the state, territory, district, province or country where such
society is organized. The expense of each examination and of
each valuation, including compensation and actual expense of ex-
aminers, shall be paid by the society examined or whose cer-
tificates are valued, upon statements furnished by the commis-
sioner.

1957, c. 217, § 1; 1959, c. 188, § 7; 1961, c. 184, § 2.

§ 2643. No adverse publicity pending examination

Pending, during or after an examination or investigation of
a society, either domestic, foreign or alien, the commissioner
shall make public no financial statement, report or finding, nor
shall he permit to become public any financial statement, report
or finding affecting the status, standing or rights of any society,
until a copy thereof shall have been served upon the society at its
principal office and the society shall have been afforded a reason-
able opportunity to answer any such financial statement, report
or finding and to make such showing in connection therewith as it
may desire.

1957, . 217, § 1.
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